REPORT OF THE DIRECTORS

The directors huve pleusure in presenting their report und
the dudited finunciul stautements for the yeur ended 30
June 2003.

PRINCIPAL ACTIVITIES

The principul activity of the Compuny is investment
holdiny. The principul activities of its subsidiuries,
ussociutes und u jointly controlled entity are set out in
notes 32, 17 und 18 fo the finunciul statements

respectively.
RESULTS AND APPROPRIATIONS

The results of the Group for the yeur ure set out in the
conhsoliduted income stutement on puge 29.

The directors do not recommend the puyment of u finul
dividend.

SEGMENTAL INFORMATION

Detuils of the segmental informution of the Group for the
yeur ended 30 June 2003 ure set out in note 3 to the
finunciul statements.

RESERVES

Movements in the reserves of the Group und the
Compuny during the yeuar are set out on puye 33.

DISTRIBUTABLE RESERVES

At 30 June 2003, the Compuny had nho retuined profits
avuiluble for cush distribution. Under the Compuhies Act
1981 of Bermudu (us umended), the contributed surplus
of the Compuny in the umount of HK$56,516,000 ut 30
Junhe 2003 is only distributuble to shareholders in certuin
circumstunces, which the Compuny is currently unuble

to sutisfy.
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PROPERTY, PLANT AND EQUIPMENT

Detuils of the movements in property, plunt and
equipment of the Group duriny the yeur ure set out in
note 14 to the finunciul stautements.

MAJOR INTERESTS IN PROPERTIES

The Group did nhot hold uny mujor interests in properties
us ut 30 June 2003.

BANK AND OTHER BORROWINGS

Detuils of bunk und other borrowinys of the Group ure
set out in hote 25 to the financial statements. No interest
hus been cupitulized during the yeuar,

SUBSIDIARIES, ASSOCIATES AND JOINTLY
CONTROLLED ENTITIES

Detuils of the Compuny’s subsidiuries, ussociutes und u
jointly controlled entity at 30 June 2003 ure set out in
notes 32, 17 und 18 to the fihuncial statements

respectively.
SHARE CAPITAL

Detudils of movements in share cupitul of the Compuny
during the yeur ure set out in hote 28 to the finunciul
stutements respectively.

PRE-EMPTIVE RIGHTS

There dure no provisions for pre-emptive rights under the
bye-luws of the Compuny or the laws of Bermudu in

relution to issues of new shares by the Compuny.

PURCHASE, SALE OF REDEMPTION OF THE
COMPANY’S SHARES

During the yeur neither the Compuny nor uny of its
subsidiuries purchused, sold or redeemed uny of the

Compuny’s listed shares.
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REPORT OF THE DIRECTORS

FIVE YEARS FINANCIAL SUMMARY

A summury of the results und of the ussets und liubilities
of the Group for the lust five finuncial yeurs is set out on
puye 92,

DIRECTORS

The directors who held office during the yeur und up fto

the dute of this report were:
Executive directors:

Mr. Ke Jun Xiuny
(becume hoh-executive director on 17 Muy 2003 und
re-uppointed on 10 July 2003)

Mr. Ho Pui Tsun, Peter
(resighed on 17 Muy 2003 und re-uppointed on 10 July
2003)

Mr. Chany Kin Mun
(resigned on 17 Muy 2003)

Mr. Shao Wei Hony

Mr. Hu Yeshun

Mr. Lum Tuny
(resigned on 16 Muy 2003)

Mr. Dai Wei
(uppointed on 17 Muy 2003 und resighed on 10 July
2003)

Mr. Zhunyg Shu Qiny
(uppointed on 17 Muy 2003 und resighed on 10 July
2003)

Mr. Liu Shun Fai
(auppointed on 17 Muy 2003 und resighed on 10 July
2003)

Ms. Lee Wing Yin, Jessicu
(auppointed on 17 Muy 2003 und resighed on 10 July
2003)

Mr. Chow Yeuny Tuen, Richurd
(uppointed on 10 July 2003)
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REPORT OF THE DIRECTORS

Non-executive directors:

Mr. Li Qinyi

Mr. Joseph Szeto
(resigned on 17 Muy 2003)

Mr. Sik Siu Kwun
(uppointed on 14 Muy 2003 und resighed on 10 July
2003)

Mr. Ke Jun Xiuny
(uppointed on 17 May 2003 und re-uppointed us
executive director on 10 July 2003)

Mr. Hui Ching Shun, Douylus
(uppointed on 10 July 2003 und resigned on 10
November 2003)

Independent non-executive directors:

Mr. Wony Kwok Tai, Wystun
Mr. Wu Tuk Luny
(resigned on 26 Muy 2003)
Mr. Choi Tat Ying, Jucky
(uppointed on 26 Muy 2003 und resighed on 10 July
2003)
Mr. Ching Chun Chuny
(uppointed on 28 July 2003)

In uccordunhce with the Compuny’s Bye-luw 99, dll
directors retire und, beiny eliyible, offer themselves for
re-election ut the forthcominyg unnuul generul meeting.

None of the directors beiny proposed for re-election at
the forthcoming unnuul generdl meeting hus u service
contruct with the Compuny or uny of its subsidiaries which
is not terminuble by the compuny within one yeur without
puyment of compensution, other than statutory

compenhsution.
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REPORT OF THE DIRECTORS

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

The brief biogruphicul detuils of the directors und senior

munuygement ure set out on puyes 6 to 8.
DIRECTORS’ INTERESTS IN EQUITY

As at 30 June 2003, u director und his ussociutes hud the
followiny interests in the lony or short positions in shares,
underlying shares und debentures of the Compuny or
uny of its ussociuted corporation (within the meuniny of
Part XV of the Securities und Futures Ordinance (Chupter
571 of the Luws of Hohy Kony) (the "SFO")) us recorded
in the reyister required to be kept by the Compuny under
Section 352 of the SFO or us otherwise nhotified to the
Compuny und the Stock Exchunyge pursuunt to Part XV
of the SFO or the Model Code for Securities Transuctions
by Directors of Listed Compunies (the ™ Model Code”):

(a) Long position in the shares of the Company:

Number of

ordinary shares

Name of director beneficially held
EEpA ERFACEBRRY
Mr. Ke Junh Xiuny 3.530,000,000
MEHEE (Note)

(Kt &)

EEFHREE
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EFA ([REFH]) FEANS  BRESRHE
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(a) FLFRMRE

Approximate
percentage of

Nature total shareholding

of interest HEEREZ

EEME BOBESL

Corporute 57.17%
|
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(b)

Note:

Long position in the underlying shares of equity

derivatives of the Company:

Exercise Exercise

Date of period of price per

grant of share share

share option options option

Name of director ERE BRE SHERE

Y RERH e e

HKS

BT

Mr. Ke Jun Xiung 19/3/2002  16/5/2003 0.01
& EE -
15/5/2004

Mr. Ke Jun Xiung ("Mr. Ke”) had u controlling interest in
Globul Work Munugement Limited und Trude Hohour
Limited (“Trude Honour”) which held 30,000,000 und
3.500,000,000 ordinury shares of the Compuny
respectively. On 19 Murch 2002, the Compuny entered
info an option uyreement with Trade Honhour reluting to
grunting 2,000,000,000 of shure options. Accordingly, Mr.
Ke wus deemed to have interests in 3,530,000,000 ordinaury
shures und 2,000,000,000 underlying shures of the
Compuny.

Suve us disclosed ubove, us ut 30 June 2003, hohe of the

directors und/or uny of their ussociutes hud uny interests

in the shures or deemed interest in the lony und short

position in the shares, underlying shares und debentures

of the Compuny or uny of its ussociuted corporutions

(within the meuniny of Part XV of the SFO) us recorded in
the reyister required to be kept by the Compuny under

Sectionh 352 of the SFO or us otherwise nhotified to the
Compuny und the Stock Exchunyge pursuunt to Part XV
of the SFO or the Model Code.

EEFHREE

(b)

Number of

share options

FLARNERSZHBEMRE:

Approximate
percentage

Number of total of total

outstanding underlying shareholding
FETEZ shares  fHEBREZ
BREXE HBRG LAY BOBEAH
(%)
2,000,000,000 2,000,000,000 32.39
(Note)
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REPORT OF THE DIRECTORS

The directors hud personul interests in shure options
grunted by the Compuny under the share option scheme
during the yeur to subscribe for shares in the Compuny
us follows:

EEFHREE

FRAEZERUIABEAQRARD < BREM
HEAERMOT -

Number of Number of

options options

outstanding Number of Number of outstanding

at 1/7/2002 options options at 30/6/2003

R-ZBEZ-F exercised cancelled R-ZBE=f

+A—H during the year during the year ~A=TH

Name of director Date of grant  Exercise price WARTEZ FRETREZ FREFHZ WARITEZ

Ezps R BE e BREZE BREHE BREHE BREZE

Joseph Szeto* 31/12/1997 0.626 9,000,000 - 9,000,000 -

AEER"

Ho Pui Tsun, Peter 25/11/1996 0.320 6,300,000 - 6,300,000 -
A i, )1

Ho Pui Tsun, Peter 31/12/1997 0.626 8,200,000 - 8,200,000 -
A i, )1

23,500,000 - 23,500,000 -

* Non-executive director

Suved us disclosed ubove, ut no time duriny the yeur
wus the Compuny or ifs subsidiaries, u purty tfo any
arrangements to enuble the directors of the Compuny,
their spouse or children under the uge of 18 to ucquire
benefits by meuns of ucquisition of shures in, or
debentures of, the Compuny or uny other body

corporute,

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contructs of sighificaunce in relation to the Group’s
business to which the Compuny or uny of its subsidiuries
wdus u purty, und in which u director of the Compuny haud
u muteridl interest, whether directly or indirectly, subsisted

ut the end of the yeur or ut uny time durinyg the yeur.
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REPORT OF THE DIRECTORS EETWHEE
DIRECTORS’ INTERESTS IN COMPETING EBZFIRHZR
BUSINESS

ARBBESHMEFEETREZEIM[EEX
EEXEBBERF 2 EMEBES -

None of the directors of the Compuny has interests in
uny businesses which compete or are likely to compete,
either directly or indirectly, with the businesses of the

Group.

SUBSTANTIAL SHAREHOLDERS EFERE

R-ZZBZE=ZFXRA=ZTH HARARERE
S RBMERGIEBMFATFE2ELEMA
o TH AL QAR AESHITRAR)
BEAQAANLTROBEERORR 28
reyister reyuired to be kept by the Compuny under =

Section 336 of the SFO.

As at 30 June 2003, the followinhy persons (other thun the
directors or the chief executive of the Compuny) had un
interest in the followiny lony position in the shares or
underlying shares of the Compuny us recorded in the

(a) Long position in the shares of the Company: (a) ERNFIZBIIERE :

Approximate

percentage

Number of of total

ordinary shareholding (%)

Name of shareholder Notes Nature of interest shares held HEEREZ

BRERAR Bt it HREME FREBRRY BOBEIH (%)

Trade Honour Limited Beneficiul Owner 35,000,000,000 56.68
EEEBA

ICEA Finunciul Services Limited Beneficiul Owner 510,406,044 8.27
EEEBA

ICEA Finunciul Holdings Limited ] Interest in 510,406,044 8.27
Corporution
EELEES

Industrial und Commercial 2 Interest in 510,406,044 8.27
Bunk of Chinu Corporution
EELEES
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REPORT OF THE DIRECTORS

SUBSTANTIAL SHAREHOLDERS (Continued)

Notes

1. The interest disclosed comprising 510,406,044 shures held
by ICEA Finuncial Services Limited, which is 100% ownhed
by ICEA Finunciul Holdings Limited.

2. The Interest disclosed comprising 510,406,044 shures
beneficiully held by ICEA Finunciul Holdings Limited, which
is 76% owned by Industriul and Commerciul Bunk of China,
through ICEA Finunciul Services Limited.

(b) Long position in the underlying shares of equity
derivatives of the Company:

Approximate

Exercise

Exercise price per

Name of Date of grant period of share option
shareholder of share option ~ share options SHEBERE
RR#EE ERBEREAS BRETHS TEE
HKS

B

Trude Honour Limited 19/3/2002 16/5/2003 0.01

15/5/2004

Saved us disclosed ubove, so fur us known to the directors
us at 30 June 2003, no other person (other thun directors
or the chief executive of the Compuny) had an interest
in the lony und short position in the shares or underlyiny
shares of the Compuhny us recorded in the reyister
reyuired to be kept by the Compuny under Section 336
of the SFO.

EEFHREE

EERE @)
Bt &
1. FTif &% J5 8 BICEA Financiul

Services Limited$58 2510,406,044 % i%
3 » ICEA Financial Holdings Limited2
EWBEZDT -

2. Fi#t BRI BHICEA Finuncial
Holdings Limited& # 8 2 510,406,044
BB 4 » Industriul and Commercial
Bunk of Chinu#E#BICEA Finuncial
Services LimitediE B 7% A 7 75% &= ©

(b) FLAFFTEBHEZHBAEMHRE:

Number of percentage
share options Number of total of total
outstanding underlying shareholding
KETEL shares HABREZ
BREYE RERGEY BHEAH
(%)

2,000,000,000 2,000,000,000 32.39

BREXFIIRBEEN  BESHA R-ZZ
ZERAB=TH BAXQXARBERZFRBE
RPISEIBAMFRATHFEEREMET - HE
HMA T AFARRESHTHAZERAAX
RARHIEERDRAR KR EE -
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REPORT OF THE DIRECTORS

MANAGEMENT CONTRACTS

No contructs concerning the munugement und
audministration of the whole or uny substantiul part of the
business of the Compuny were entered into or existed
during the yeur,

PENSION SCHEME

Detuils of the Group’s pehsion scheme ure set out in hote
12 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The percentuges of turnover und purchuses uttributable
to the Group’s mujor customers und suppliers for the year

ure of follows:

EEFHREE

FEEESD

FAVET IS FEENEEERRIAQE
EBRCEFNEABNEERTRZEN -

iRtk & BB

AEBZRARSHEFERNYBHRRME
12 -

FEEFRRMER

FRATEREFRHEBAMEAEEEXER
REE2BOLLOT -

Turnover: = - I
- The lurgest customer —-RAREF 34%
- Five lurgest customers combined —BAREFHE 73%
Purchuses: RS .
- The lurgest supplier - BRAMERS 32%
- Five lurgest suppliers combined - A REEELA 98%

Nohe of the directors, their ussociutes or uny shareholders
(which, to the knowledye of the directors, own more than
5% of the Compuny’s issued shure cupitul) had any
beneficiul interests in uny of the ubove customers or
suppliers.
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REPORT OF THE DIRECTORS

CODE OF BEST PRACTICE

The Compuny wus in compliunce with the Code of Best
Practice us set out in Appendix 14 of the Rules Governing
the Listing of Securities on the Stock Exchunyge of Hony
Kony Limited during the yeur, except thut the
independent hon-executive directors ure not uppointed
for u specific term. These directors ure subject to
retirement und re-election ut the unnudl general meeting
of the Compuny in uccordunce with the Compuny’s Bye-
law 99. In the opinion of the directors, this meets the

sume objective of the Code of Best Pructice.

Pursuunt to the Code of Best Practice, un audit committee
wus estublished on 28 Murch 2000 with written terms of
reference which describe the authority and duties of the
audit committee include the review und supervision of
the finuncial reporting process und internul controls
procedures of the Group. The uudit committee currently
comprises two independent nonh-executive directors,
numely Mr. Wony Kwok Tai, Wystun und Mr. Ching Chun
Chuny. Mr. Chiny joined the uudit committee on 28 July
2003 to repluce Mr. Wu Tuk Luny who resighed on 26 May
2003. The audit committee hus not met during the yeuar.

EEFHREE
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REPORT OF THE DIRECTORS

AUDITORS

The finunciul stautements of the Compuny for the yeuar
ended 30 Juhe 2003 were uudited by Churles Chun, lp &
Funy CPA Ltd., who were appointed in May 2003 to fill
the cusuul vaucuncy upohn the resighation of RSM Nelson
Wheeler. RSM Nelson Wheeler were uppointed us auditors
of the Compuny for the yeur ended 30 June 2001 in
November 2000.

A resolution for the re-uppointment of Charles Chun, lp &
Fung CPA Ltd. us auditors of the Compuny until the
conclusion of the next Annuul Generul Meeting is to be

proposed ut the forthcominyg unnuul yenerul meeting.

On behulf of the Bourd

Ke Jun Xiang
Chuirman
Hong Kony, 31 Murch 2004
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