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The board of directors (the “Board”) are pleased to present their report
and the audited financial statements of Kenfair International (Holdings)
Limited (the “Company”) and its subsidiaries (together the “Group”) for the
year ended 31 March 2004.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities of the Company’s subsidiaries are set out in note 16 to
the financial statements. There were no significant changes in the nature of
the Group's principal activities during the year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 March 2004 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 80.

An interim dividend of HK9 cents (2003: HK9 cents) per ordinary share
was paid on 9 January 2004. The directors recommend the payment of a
final dividend of HK8 cents (2003: HK8 cents) per ordinary share in
respect of the year, to shareholders on the register of members on 28
August 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 sheets.

CHARITABLE DONATIONS

Donations to a charitable organisation by the Group during the year
amounted to HK$50,000 (2003: HK$Nil).

USE OF PROCEEDS FROM ISSUE OF THE COMPANY’S SHARES AND
WARRANTS

The proceeds from the issue of 6,000,000 ordinary shares of the Company
at HK$1.20 per share (the “Subscription Shares”) on 1 August 2003, after
deduction of related issuance expenses, amounted to approximately
HK$6,600,000, was applied as general working capital during the year
ended 31 March 2004 in accordance with the proposed application as
set out in the Company’s announcement dated 16 July 2003.

The proceeds from the issue of 43,160,000 units of warrants of the
Company (the “Warrants”) on 2 December 2003, after deduction of related
issuance expenses, amounted to approximately HK$23,000,000, of which
approximately HK$6,000,000 was applied during the year ended 31
March 2004 in accordance with the proposed applications as set out in
the Company’s circular dated 7 November 2003 (the “Circular”), as follows:

- approximately HK$3,000,000 for exploring and developing new trade
shows in Asian countries (such as organising shows with new themes
or setting up new shows) including but not limited to the People’s
Republic of China (the “PRC”), Hong Kong and Thailand which have
not been tapped by the Group;

- approximately HK$2,000,000 for expanding the size of the

established trade shows (such as differentiation of existing shows or
extending the show periods); and
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USE OF PROCEEDS FROM ISSUE OF THE COMPANY’S SHARES AND
WARRANTS (continued)

- approximately HK$1,000,000 as general working capital.

The balance of the proceeds of approximately HK$17,000,000 is deposited
with banks and will be applied in the coming years to their intended use
as set out in the Circular.

Details of the issue of the Subscription Shares and Warrants are set out in
notes 25 and 27 to the financial statements and disclosed under the
heading “Share Capital, Share Option and Warrants” below.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated/combined results
and of the assets and liabilities of the Group prepared on the basis set out
in the note below:

RESULTS
2004
HK$’000
TER
TURNOVER BEE
Participation fee income ZREWA 204,931
Entrance fee income ABEBRA 1,787
Hotel and travel package income BERREERBA 11,686
Administrative income THHA =
Advertising fee income BHEBRA 7,200
Portal income UNEE D ON 2,748
228,352
Other revenue H A 1 & 333
Other income Hug A 7,426
236,111
Advertising and promotion expenses BEREREMX (25,459)
Agency commission REBS (13,253)
Amortisation and depreciation BERITE (10,456)
Hotel and travel package expenses BERKEERMX (12,437)
Operating lease rentals meEfEde (34,511)
Staff costs BTN (40,405)
Other operating expenses HitgERX (56,492)
PROFIT FROM OPERATING ACTIVITIES MEERRH 43,098
Finance costs A& A (352)
PROFIT BEFORE TAX B %t B it F 42,746
Taxation 1 (10,500)
NET PROFIT FROM ORDINARY BREEEEE
ACTIVITIES ATTRIBUTABLE EREH
TO SHAREHOLDERS 32,246

BTERATEZHRB REBREEREREZRE (B)

- #1,000,0008 TAE—REEES -

BRFIE 288 17,000,0008 TEFRERT  YEERFEE
BRAFMBBEERR -

BORBRORIRER 2HFBRERPBRRME25R27RRT
XIRA -BRERARER | -HFARE -

HMBEEHEE
UTAAKERBTXHEMBREEMBRZEHBES A6
XENEEHEAEME

Year ended 31 March
BEZE=A=1+—-HILEE

2003 2002 2001 2000
HK$’000 HK$’000 HK$’000 HK$’000
TERT TERT TERT TET
171,169 158,505 147,218 99,828
1,357 874 1,029 255
251 144 276 696
6,948 4,515 1,810 652
1,156 - - -
180,881 164,038 150,333 101,431
334 908 904 293
181,215 164,946 151,237 101,724
(19,093) (11,620) (11,647) (7,763)
(11,300) (10,739) (8,786) (11,112)
(4,912) (3,558) (2,800) (1,301)
(25,432) (24,018) (20,242) (13,124)
(29,146) (26,897) (24,103) (13,908)
(38,543) (32,484) (34,881) (15,675)
52,789 55,630 48,778 38,841
(386) (504) (435) (355)
52,403 55,126 48,343 38,486
(9,947) (9,489) (8,797) (6,166)
42,456 45,637 39,546 32,320
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SUMMARY FINANCIAL INFORMATION (continued)

2004
HK$’000
FTERT

ASSETS AND LIABILITIES EEHEERE
NON-CURRENT ASSETS FRBEE 80,995
CURRENT ASSETS MEEE 112,822
CURRENT LIABILITIES nEBEE (74,654)
NON-CURRENT LIABILITIES FRBEE (2,298)
116,865

Note: The summary of the combined results of the Group for the two years ended

31 March 2001 and the combined assets and liabilities of the Group as at
31 March 2000 and 2001 have been extracted from the Company’s
prospectus dated 25 March 2002. This summary was prepared from the
audited financial statements of the companies now comprising the Group as
if the current structure of the Group had been in existence throughout these
financial years. The results of the Group for the two years ended 31 March
2004 and its assets and liabilities as at 31 March 2003 and 2004 are

those set out on pages 43 and 44 of the financial statements.

FIXED ASSETS

Details of movements in the fixed assets of the Group during the year are
set out in note 15, to the financial statements.

SHARE CAPITAL, SHARE OPTION AND WARRANTS

On 16 July 2003, the Company entered into a subscription agreement
with an independent third party for the Subscription Shares by way of
issue of new shares, for a total cash consideration, before related expenses,
of HK$7,200,000. The net proceeds amounted to approximately
HK$6,600,000 was applied by the Group as general working capital as
disclosed under the heading “Use of Proceeds from Issue of the Company’s
Shares and Warrants” above. The Subscription Shares were issued on 1

August 2003.

On 17 October 2003, the Company entered into a conditional placing
and underwriting agreement (the “Placing Agreement”) with Ping An
Securities Limited (“Ping An”) and Hantec International Finance Group
Limited (“Hantec”) relating to the proposed private placing of the Warrants
in registered form to be issued by the Company conferring rights to subscribe
for ordinary shares of the Company at an initial subscription price of
HK$0.69 per share (subject to adjustments) to independent investors. The
Warrants were issued at a price of HK$0.58 per Warrant for cash

consideration on 2 December 2003.
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SHARE CAPITAL SHARE OPTION AND WARRANTS (continued)

Each Warrant entitles the holder to subscribe for one ordinary share of the
Company at an initial subscription price of HK$0.69 per share (subject to
adjustment) from the date of issue to 2 December 2005. Any shares falling
to be issued upon the exercise of the subscription right attached to the
Warrants will rank pari passu in all respects with the existing fully paid
ordinary shares of the Company in issue on the relevant subscription date.
No Warrant had been exercised during the period from the date of issue
up to the date of the approval of this report and 43,160,000 Warrants
were outstanding as at 31 March 2004. If the Warrants are fully exercised,
the Company will be required to issue 43,160,000 new shares.

The directors intend to allocate the net proceeds from the issue of Warrants
amounted to approximately HK$23,000,000 as to (i) HK$10,000,000 in
exploring and developing new trade shows in Asian countries (such as
organising shows with new themes or setting up new shows) including but
not limited to the PRC, Hong Kong and Thailand which have not been
tapped by the Group; (ii) HK$10,000,000 in expanding the size of the
established trade shows (such as differentiation of existing shows or
extending the show periods); and (iii) the remaining HK$3,000,000 as
general working capital. Details of the use of proceeds from the issue of
Warrants are disclosed under the heading “Use of Proceeds from Issue of
the Company’s Shares and Warrants” above.

Further details of the transaction are included in the Circular.

Details of other movements in the Company’s share capital during the
year, together with the reasons therefor, details of the Company’s share
option scheme, and details of the Warrants are set out in notes 25 to 27
to the financial statements and disclosed under the heading “Share Option
Scheme” below.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles
of association or the laws of the Cayman Islands, being the jurisdiction in
which the Company is incorporated, which would oblige the Company fo
offer new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE
COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or

sold any of the Company’s listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 27 to the financial statements and in

the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2004, the Company's reserves available for cash distribution
and/or distribution in specie, calculated in accordance with the Companies
Law (2003 Revision) of the Cayman Islands, amounted to HK$46,841,000
(2003: HK$27,521,000), of which HK$17,264,000 (2003:
HK$16,784,000) has been proposed as a final dividend for the year.
Under the laws of the Cayman Islands, a company may make distributions
to its members out of the contributed surplus accounts under certain
circumstances. In addition, the Company’s share premium account, in the
amount of HK$64,756,000 (2003: HK$58,216,000) may be distributed

in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers
accounted for approximately 22% (2003: 25%) of the Group’s turnover for
the year and turnover attributable to the largest customer included therein
amounted to approximately 18% (2003: 18%). Purchases from the Group's
five largest suppliers accounted for approximately 52% (2003: 64%) of
the Group’s cost of exhibitions for the year and the fees paid to the largest
supplier accounted for approximately 27% (2003: 26%) of the Group's

cost of exhibitions 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 or suppliers.
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DIRECTORS
The directors of the Company during the year and up to the date of this

report were:

Executive directors:

Mr. Ip Ki Cheung (Chairman)
Mr. Cheung Shui Kwai (Managing Director)
Mr. Chan Siv Chung

Independent non-executive directors:

Mr. Wong Tat Tong (resigned on 27 July 2004)

Mr. Chan Wing Yau, George

Mr. Lai Yang Chau, Eugene (“Mr. Lai”) (appointed on 15 December 2003)
Mr. Law Sung Ching, Gavin (“Mr. Law”) (appointed on 27 July 2004)

In accordance with article 86(3) of the Company’s articles of association,
Mr. Lai and Mr. Law will retire from the Board at the forthcoming annual

general meeting and, being eligible, offer himself for re-election.

DIRECTORS” AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior

management of the Group are set out on pages 21 to 23 of this report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service agreement with
the Company for an initial term of three years commencing from 1 April
2002 and which will continue thereafter until the agreement is terminated
by not less than six calendar months’ notice in writing served by either
party on the other. Such notice of termination is agreed not to be issued

earlier than 31 March 2005.

All independent non-executive directors have no fixed terms of appointments.
No service agreement has been or will be entered into between the

Company and either of the independent non-executive directors.

Apart from the foregoing, 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 other than statutory compensation.
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DIRECTORS’ REMUNERATION

Directors’ remuneration, comprised payments to the directors of the

EEME

EEHe (BEMEEFEEEEMIAFARARENE LT

Company and its subsidiaries in connection with the management of the JEZBZRE)MT :
affairs of the Group, is as follows:
Provident
Housing Fund
Name of Director Basic Salaries Allowances Bonuses Contributions Total
EEME EXFHa EEZER (318 ABEER &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FER FER FER FER FER
2004:
Executive directors HIITEE
Mr. Ip Ki Cheung BLEELE 1,613 840 500 12 2,965
Mr. Cheung Shui Kwai RRELE 1,613 - 300 12 1,925
Mr. Chan Siu Chung BRJk B4 1,613 840 200 12 2,665
Independent non-executive directors BILEHTES
Mr. Wong Tat Tong BEEELE 60 - - - 60
Mr. Lai Yang Chau, Eugene RFM £ 18 - - - 18
4,917 1,680 1,000 36 7,633
2003:
Executive directors HiITEE
Mr. Ip Ki Cheung BLEELE 1,613 840 - 12 2,465
Mr. Cheung Shui Kwai RRELE 1,613 - - 12 1,625
Mr. Chan Siu Chung BRIk B E 1,613 840 - 12 2,465
Independent non-executive directors BILEHTES
Mr. Wong Tat Tong BEEELE 60 - - - 60
4,899 1,680 - 36 6,615

Included in the directors’ remuneration of HK$7,633,000 (2003:
HK$6,615,000) is HK$898,000 (2003: HK$2,070,000) which is included
in “Development costs for shows and exhibitions” in the consolidated
balance sheet.

The remuneration for the two years ended 31 March 2004 disclosed
above does not include the estimated monetary value of residential
accommodation provided to certain directors of the Group. The estimated
monetary value of such residential accommodation provided to the directors,
not charged to the income statement for the year, was approximately

HK$449,000 (2003: HK$600,000).

There was no arrangement under which a director waived or agreed to
waive any remuneration during the year.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a significant beneficial interest, either direct or indirect,
in any contracts of significance to the business of the Group to which the
Company, its holding company or any of its subsidiaries was a party
during the year. Save as disclosed in this report, none of the Director has
had any direct or indirect interest in any assets which have been acquired
or disposed of by, or leased to, or which are proposed to be acquired or
disposed of by, or leased to, any member of the Group during the year.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

Save as disclosed below, as at 31 March 2004, none of the directors had
any beneficial interests (including interests or short positions) in the shares,
underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO")) which would be required to be notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including the interests
and short positions which they are taken or deemed to have taken under
such provisions of the SFO), or which will be required, pursuant to section
352 of the SFO, to be entered in the register referred to in that section, or
will be required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) in the Listing Rules, to be
notified to the Company and the Stock Exchange.

EEREETHAESRKRG « HAKRBREHIEERXE

BRTXREEN  RZZTNE=ZA=+—-H HEESHNEL2
AREEMAHEEQR (AERERMERA (TRERAERA])
EXVEAE T 2EE) 2R - HERORESTHEERERS
RHERHIEXVROE/ RS BANERRAREBHERS N
BRAF (B BEREEFRAEKRA2EBEEIRE
FREFEBFE2RBRAXR) ARBEBFRAE HRHIE 5217 A
RBRZEATRcBRRAARBE TR EFBRTAES
ETRFRIBETA ([RETFA ANEF DA RBRA
BifEs (BEESERKA) -

Long positions in the shares of the Company REATRBZEE
Approximate
percentage
Number of holding
shares interested Capacity of shares

Name of directors

Mr. Ip Ki Cheung (a)

ExzE

BELER%E ()

FRERZRHEE

108,000,000

5t RREBOE L

50.05%

Interest of

Mr. Cheung Shui Kwai (b)

Mr. Chan Siu Chung (c) PRIk B ()

Notes:

(a)  Mr. Ip Ki Cheung is beneficially interested in 50% of the entire issued share
capital of Capital Concord Profits Limited (“Capital Concord”) which in turn
holds 108,000,000 shares representing 50.05% of the entire issued shares of
the Company as at 31 March 2004. Accordingly, Mr. Ip Ki Cheung is deemed
to be interested in these 108,000,000 shares under the SFO.

(b)  Mr. Cheung Shui Kwai is beneficially interested in 30% of the entire issued
share capital of Capital Concord, which in turn holds 108,000,000 shares
representing 50.05% of the entire issued shares of the Company as at 31
March 2004. The interest in 32,400,000 shares represents the proportionate
attributable interest through Capital Concord’s shareholding in the Company.

(c)  Mr. Chan Siu Chung is beneficially interested in 20% of the entire issued share
capital of Capital Concord, which in turn holds 108,000,000 shares
representing 50.05% of the entire issued shares of the Company as at 31
March 2004. The interest in 21,600,000 shares represents the proportionate
attributable interest through Capital Concord’s shareholding in the Company.

32,400,000

21,600,000

a controlled corporation

BEZRHARAZES

15.01%

Interest of

a controlled corporation

BESRHARZES

10.00%

Interest of

a controlled corporation

BESRHARZES
st -

o) WM-ZEOF=A=+—-H BELELLEEHHEHFCapital Concord
Profits Limited ([ Capital Concord]) 2 M2 #TR A 2 50%# %
M2 7 AlFE A2 E 108,000,000 K13 @ (EAAR2HERIT
B3 250.05%  BAlt - REBSZRAEKRH  ELEREREA
#%H7%108,000,0008 A 15 2 25 ©

b) WM-ZEOF=A=+—-H RHELEEHHEHFCapital Concord
2WERTRAZI0%ESR - Mz =RIFEERAT 108,000,000
BE®S  EEXADAZBERTRH 250.05% FisE 2
32,400,0000% A% 13 J3 3% 38 Capital Concord A28 23 B 2 B% £ 12 tt 451
STEZEEES -

) REZZEOF=ZA=+-H G REDEEEZEHFCapital Concord
2WEBRTRAZ20%#Es - Mz =RIFEARQT 108,000,000
BESH  EEXADAZBERTRAZ50.05% FisE 2
21,600,0008% A% 13 J3 % 38 Capital Concord A 28 24 B 2 B% £ 12 tt 45l
STEZEEESR -

—SSME 44 Annual Report 2004

36



37

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in the share option scheme as set out in note 26 to the
financial statements, at no time during the year was the Company, its
holding 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.

SHARE OPTION SCHEME

Details of the Company’s share option scheme are set out in note 26 to the
financial statements.

No option had been granted nor agreed to be granted under the share
option scheme during the year and up to the date of approval of this
report.

SUBSTANTIAL SHAREHOLDERS AND INTERESTS DISCLOSABLE
UNDER THE SFO

Save as disclosed below, as at 31 March 2004, none of the directors are
aware of any other person, not being a director or chief executive of the
Company, has an interest or short position in the shares or underlying
shares of the Company which fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO or are directly or
indirectly interested in 10% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings
of any other member of the Group:

EEBARGIRESZER
BRREBRRM T2 BBRETBIREEN KX T - HER
AAREEANBAREFARETVEANRY  AEALTE
B RERAZEBRISEUT 2 FZAEBALLAREFNH
EABRBZROAESMEE -

BERRHEST Al
ADRBRE B2 RN P BIHRRME26 -

FRRBEARE2HEBRRIL  ARAYERIEBRET S
REFRESTFREEABRE -

TERFRBBESHRMEROATHREZESR

BRTXREEN  RZZBTME=ZA=+—-H  ESHFABE
MEMAL (UFARRAEEREZTHAL) RAXT 2RO
HEROTEERERS RBEROIEXVEE2R IS 82 & XH
EAAARRARBECEEIAXR  RERREREERETER
EERTRARBERMEMHER A ZRRASLREZERNZ
EMERRAEEIO%R U L2

Long positions in the shares of the Company REATRBZEE

Approximate

percentage

Number of holding

shares interested Capacity of shares

Name Z% RAEERZENEE &5 HRESMOE S

Capital Concord (1) Capital Concord (1) 108,000,000 Beneficial owner 50.05%
EREEA

Best Aims Finance Limited Best Aims Finance Limited 108,000,000 Interest of 50.05%
(“Best Aims”) ([Best Aims]) a controlled corporation
(1,2 and 5) (1285 BES R AT 2R

Harbour Rich Finance Limited Harbour Rich Finance Limited 32,400,000 Interest of 15.01%
(“Harbour Rich”) (I'Harbour Richl) a controlled corporation
il 9 ed) & (1386 L NS R £

Pace Maker Finance Limited Pace Maker Finance Limited 21,600,000 Interest of 10.00%
(“Pace Maker”) ([Pace Maker]) a controlled corporation
(1, 4 and 7) (1 487) HE SR AT 2R

Mr. Ip Ki Cheung BELELE 108,000,000 Interest of 50.05%
(1, 2, 5 and 8) (1-2-5K8) a controlled corporation
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SUBSTANTIAL SHAREHOLDERS AND INTERESTS DISCLOSABLE
UNDER THE SFO (continued)

Long positions in the shares of the Company (continued)

Name
Mr. Cheung Shui Kwai
(1,3, 6and 9

Mr. Chan Siu Chung
(1, 4,7 and 10)

Value Partners Limited

Mr. Cheah Cheng Hye (11)

Dynamic Lead Limited
(“Dynamic Lead”) (12)

Better Choice Investments Limited

(“Better Choice”) (12&13)

REO Developments Limited
(“REQ”) (13&14)

Golden Resources Development

International Limited

(“Golden Resources”) (14)

Cosmopalitan Properties and

Securities Limited

(“Cosmopolitan Properties”)

Cosmopalitan International
Holdings Limited

(“Cosmopolitan International”)

(13)

E10
RmBERE
(1+3-6K9)

BRIk B e
(1~4-~7%10)

HEHESEELNT

WBEEERE()

Dynamic Llead Limited
(I Dynamic Lead]) (12)

Better Choice Investments Limited

([ Better Choicel) (12K 13)

REO Developments Limited
(TREOL) (13 14)

SEKLERAERAT
(T&BKE]) (14)

miEhEERESERAE
(TmEE])

MEEREBER A
(TR (15)

Number of
shares interested

FRERZRHEE

32,400,000

21,600,000

23,918,000

23,918,000

20,356,000

20,356,000

20,356,000

20,356,000

18,300,000

18,300,000

REXTRMBZEFA ()

Capacity
5t

Interest of

a controlled corporation

BESEHARZES

Interest of

a controlled corporation

BESEHARZES

Investment manager

REKE

Interest of

a controlled corporation

BESEHARZER

Beneficial owner

BEREAA

Interest of

a controlled corporation

BESEHARZER

Interest of

a controlled corporation

BESEHARZER

Interest of

a controlled corporation

BESEHARZER

Beneficial owner

BEREAA

Interest of

a controlled corporation

BESEHARZER

TERFRMBEHRMEHROATREZES ()

Approximate
percentage
holding

of shares

RREBOE L

15.01%

10.00%

11.08%

11.08%

9.43%

9.43%

9.43%

9.43%

8.48%

8.48%
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SUBSTANTIAL SHAREHOLDERS AND INTERESTS DISCLOSABLE
UNDER THE SFO (continued)
Notes:

1. The entire issued share capital of Capital Concord is beneficially owned as to

50% by Best Aims, 30% by Harbour Rich and 20% by Pace Maker.

2. The entire issued share capital of Best Aims is beneficially owned by Mr. Ip Ki
Cheung.

3.  The entire issued share capital of Harbour Rich is beneficially owned by Mr.
Cheung Shui Kwai.

4.  The entire issued share capital of Pace Maker is beneficially owned by Mr.
Chan Siu Chung.

5. These shares are attributable to Best Aims in respect of its 50% interest in
Capital Concord, which in turn holds 108,000,000 shares representing 50.05%
of the entire issued shares of the Company as at 31 March 2004. Best Aims is
deemed to be interested in these 108,000,000 shares under the SFO.

6. These shares are attributable to Harbour Rich in respect of its 30% interest in
Capital Concord, which in turn holds 108,000,000 shares representing 50.05%
of the entire issued shares of the Company as at 31 March 2004.

7.  These shares are attributable to Pace Maker in respect of its 20% interest in
Capital Concord, which in turn holds 108,000,000 shares representing 50.05%
of the entire issued shares of the Company as at 31 March 2004.

8.  These shares are attributable to Mr. Ip Ki Cheung in respect of his 100%
interest in Best Aims. Accordingly, Mr. Ip Ki Cheung is deemed to be interested
in the 108,000,000 shares (in which Best Aims is deemed to be interested)
under the SFO.

9. These shares are attributable to Mr. Cheung Shui Kwai in respect of his 100%
interest in Harbour Rich.

10. These shares are attributable to Mr. Chan Siu Chung in respect of his 100%
interest in Pace Maker.

11.  Mr. Cheah Cheng Hye is deemed to be interested in the shares through his
31.82% interest in Value Partners Limited.

12. The entire issued share capital of Dynamic Lead is beneficially owned by
Better Choice.

13. The entire issued share capital of Better Choice is beneficially owned by REO.

14. The entire issued share capital of REO is beneficially owned by Golden
Resources, which is a listed company on the Stock Exchange.

15. The entire issued share capital of Cosmopolitan Properties is beneficially owned
by Cosmapolitan International, which is a listed company on the Stock Exchange.
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Kt

1. Capital ConcordZ 2 E #4TRAF » Best AimsEHEHS50% »
Harbour Rich® & # H 30% & Pace Maker® = #H 20% °

2. Best Aimsz 2 HERITRANAELELEERES ©

3. Harbour Richz 2B R ITHR AR EHRELEER AR ©

4. Pace Makerz 2E R ITR AT HR KB X EERES ©

5. ZERBIEMBest AimsFif » WIRMRE-STNF=A=+—
H » Best Aims# & Capital Concord250% % @ &2 AEE R
7 108,000,000R K1 EAR T2 BEHTRS 250.05% ° 18
BESREERS > Best Aims#iR A5 H 108,000,000 K13 2
B o

6. ZERBIBERHarbour Richfif - LTTHRE-ZETMNE=ZR=
+—H » Harbour Rich#%& Capital Concordz 30%# % @ M2 Al
BEHADTI108,000,0008 K1 - hARREHERTRGE 2
50.05% °

7. ZERHTIBMPace MakerfiE » WIIHRE-ZSENE=ZA=+
—H ' Pace Makerf# & Capital Concord 220%#& % + % 2 & #
BEARDF 108,000,000 K4% EARALBEBRTRH Z
50.05%

8. RERDIBRELELLERE  WIHRELE L EHEHBest
Aimsi2 100% % - Bt - RIEFXRBPERS  ELZTLERE
A¥5H108,000,0008 i 17 (Best Aims iR AIFEZERH 2 =)
2B o

9. ZERBNBREWREXRERE  LIIHRKREELEHEEHarbour
Richz 100%# & °

10. ZERGDERREKBELEME  LIHRREKBELEEHEFPace
MakerZ 100%# # ©

1. HESAEBBERNERESERQATMERT 231.82%EHEHA
RERZERG 2 -

12.  Dynamic leadZ 23 2 81T R A< T i Better Choice B m#H ©

13.  Better Choicez 2B B TR ATIHREOEZHEE °

14, REOZ2MEHMTRATMESFRXERER  MALAARBXAH
ZETAE -

15, MEREZEHERTRADEANEEREZES  MALDAE
Rz EmRT e



CONNECTED TRANSACTION

On 17 October 2003, the Company entered into the Placing Agreement
with Ping An and Hantec relating to the proposed private placing of the
Warrants as disclosed under the heading “Share Capital, Share Option
and Warrants” above.

Ping An is a connected person for the purposes of Rules 14.23 to 14.32
of the Listing Rules effective at the date of the transaction by virtue of the
fact that one of their ultimate beneficial owners, Mr. Wan Chuen Chung,
Joseph, is the brother of Mr. Wan Chuen Fai, a former independent non-
executive Director of the Company who resigned on 10 December 2002.
The transaction contemplated under the Placing Agreement therefore
constitute a connected transaction for the Company under Rule 14.23 of
the Listing Rules effective at the date of the transaction.

During an extraordinary general meeting of the Company held on 24
November 2003, the Placing Agreement was approved by the members of
the Company who are independent of and not interested in the transactions
contemplated by the Placing Agreement and not the associates of either

Mr. Wan Chuen Fai or Mr. Wan Chuen Chung, Joseph.
Further details of the transaction are included in the Circular.

COMPLIANCE WITH CODE OF BEST PRACTICE

In the opinion of the directors of the Company, the Company complied
with the Code of Best Practice (the “Code”), as set out in Appendix 14 of
the Listing Rules of the Stock Exchange, throughout the accounting period
covered by this report (the “Period”), except that the independent non-
executive directors of the Company are not appointed on specific terms as
required by paragraph 7 of the Code but are subject to retirement by
rotation and re-election at the annual general meeting of the Company in
accordance with the Company’s articles of association.

COMPLIANCE WITH MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS OF LISTED ISSUERS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”), as set out in Appendix 10
of the Listing Rules, throughout the Period. After having made specific
enquiry to all directors of the Company, the directors are of the opinion
that they have complied with the required standard set out in the Model
Code regarding securities fransactions by directors throughout the Period.

HiEX 5

K-2E=F1+A+tE FAARTPRRTETUREHE
ABEEREAARED EXRA - 3 RE R RER ] —
HENZRES -

MR PR EARRBEREAFRELEDARIECR =R
Et-ZAtEBECABYFATESFRBELRE RS B
W BRRSERERN ETRAE 1423814320k 5 » F&
BREZAL Rt RERXZERERMLEHRAE14.23
o REREHBEMRETZIXZBRART - HHAERS -

R-ZBZE=F+-A-+tNAETZAXTREFEHAEL B
EMBFCEBUIINREREHBIMRET X MERER - T
WHFRBERERFREEECHBAL AR REME

BRRGZE-SHBRARBRAR -

BrRERRATH

ARAEERE  REAALABUFATESHILBRRBT
FrEmRAME+OARHERATA (TSR E7RREM
AEMEH BERARRANGZATAMERANZAERNEAQA
ZREBEASLHESRYBREEMTN  ARARKREE
EvEEASHAR(TZEE) —ENEEFFHUZIRE -

BFLTASESETEHXANFEEFA

ARARZABOCRA LT RAUME T B EHARESEST
BEXZNRESTR (BEFH]) - EAALA2BESFEHE
ANERAE  RESRARENZHEN-EETRETAMESR
HESETRZRIMAELRE -
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PUBLIC FLOAT

To the best knowledge of the directors of the Company, the Company had
a public float of at least 25% of the total issued share capital of the

Company during the year and as at the date of this report.

AUDIT COMMITTEE

The Audit Committee of the Company currently has a membership comprising
the three independent non-executive directors of the Company. The terms
of reference of the Audit Committee, which is based on “A Guide for the
Formation of an Audit Committee” as issued by the Hong Kong Society of
Accountants in December 1997, sets out the powers and duties of the
committee and is reviewed by the Board of the Company from time to
time. The Audit Committee meets regularly with management and the
external auditors of the Company and reviews matters relating to audit,
accounting and financial statements as well as internal control, risk
evaluation and general compliance of the Group, and reports directly to
the Board of the Company.

AUDITORS

HLB Hodgson Impey Cheng (“HLB”) were first appointed as auditors of the
Company on 26 July 2004 to fill the vacancy created by the resignation of
Charles Chan, Ip & Fung CPA Ltd. (“CCIF") on 8 July 2004, which were
appointed as auditors of the Company on 17 May 2004 to fill the vacancy
created by the resignation of Ernst & Young on 21 April 2004.

HLB retire and, being eligible, offer themselves for re-appointment. A

resolution for the reappointment of HLB as auditors of the Company is to
be proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Ip Ki Cheung

Chairman

Hong Kong
27 July 2004
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