Directors’ Report JEEA=EES

The directors present their annual report and the audited financial
statements for the period from 1st April, 2003 to 31st December, 2003.

During the period, the Company changed its financial year end date
from 31st March to 31st December to bring the balance sheet date in
line with that of the majority of overseas principal subsidiaries. The
financial statements presented therefore cover the nine months from
1st April, 2003 to 31st December, 2003.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
subsidiaries and associates are set out in notes 16 and 17, respectively,
to the financial statements.

RESULTS

The results of the Group for the period from 1st April, 2003 to 31st
December, 2003 are set out in the consolidated income statement on
page 23.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 30 to
the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group accounted for less than 30%
of the Group’s turnover for the period from 1st April, 2003 to 31st
December, 2003.

The five largest suppliers of the Group accounted for less than 30% of
the Group’s purchases for the period from 1st April, 2003 to 31st
December, 2003.

RESERVES

Movements during the period in the reserves of the Group and the
Company are set out in note 32 to the financial statements.

Under The Companies Act 1981 of Bermuda, the Company’s
contributed surplus account is available for distribution. However, the
Company cannot declare or pay a dividend, or make a distribution out
of contributed surplus, if:

(a) itis, or would after the payment be, unable to pay its liabilities as
they become due; or
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(b) the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share
premium account.

In the opinion of the directors, the Company does not have reserves
available for distribution to shareholders as at 31st March, 2003 and
31st December, 2003.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group
are set out in note 12 to the financial statements.

DIRECTORS
The directors of the Company during the period and up to the date of
this report were:

Executive directors:
Mr. Lam Kwok Yan (Chairman)
Mr. Lam Kwok Hing (Deputy Chairman and Managing Director)

Non-executive director:
Mr. Kwan Wang Wai Alan (re-designated as independent non-executive
director on 27th April, 2004)

Independent non-executive directors:
Mr. Ng Chi Kin David
Mr. Cheung Kin Wai

In accordance with Clause 87 of the Company’s Bye-laws, Mr. Cheung
Kin Wai retires and, being eligible, offers himself for re-election.

In order to comply with the latest Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited, Mr. Kwan
Wang Wai Alan, a non-executive director, has been re-designated as
an independent non-executive director of the Company.

The terms of office of each independent non-executive director are the
period up to their retirement by rotation in accordance with the above
clause.

The director being proposed for re-election at the forthcoming annual
general meeting does not have 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).
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DIRECTORS’ SERVICE CONTRACTS

Each of Messrs. Lam Kwok Yan and Lam Kwok Hing had a service
contract with the Company. These service contracts continued unless
and until terminated by either the Company or the directors giving to
the other 6 months’ notice in writing.

DIRECTORS’ INTERESTS IN SHARES

At 31st December, 2003, the interests of the directors in the share
capital of the Company and its associated corporations as recorded in
the register maintained by the Company pursuant to Section 352 of
the Securities and Futures Ordinance (the “SFQO”), or as otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited
pursuant to the Model Code for Securities Transactions by Directors
of Listed Companies, were as follows:

Long position

(a) Ordinary shares of HK$0.01 each of the Company

Number of issued
ordinary shares held
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(a) RAQXTEREECOETZEER

Percentage of the

g RREE issued share capital

Personal Corporate of the Company

Name of director interests interests Total HARDEE BT

EEnE B A= DR ER B [ N=R A

Mr. Lam Kwok Yan 69,503,340 1,940,826,660 2,010,330,000 36.36%
EERLE

Mr. Lam Kwok Hing 69,493,340 1,940,826,660 2,010,320,000 36.36%
EFEXE

At 31st December, 2003, an aggregate of 1,940,826,660 shares
of the Company were held by Optimist International Limited
(“Optimist”). Messrs. Lam Kwok Yan and Lam Kwok Hing (“Messrs.
Lam”) are each entitled to exercise or control the exercise of one-
third or more of the voting rights at general meetings of Medusa
Group Limited, which in turn is entitled to exercise or control the
exercise of one-third or more of the voting rights at general
meetings of Optimist. Accordingly, under the SFO, Messrs. Lam
are each deemed to be interested in all the 1,940,826,660 shares
of the Company held by Optimist.
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(b) Ordinary shares of HK$1 each of Asia Nice Art Production (b) RETMNESEFEERQATSREELE
Limited, a 60% owned subsidiary of the Company T2 ERR (A R H60%ME & 2 M &
A
Percentage of the issued
Number of issued share capital of
ordinary shares held Asia Nice Art
Name of director (Personal interests) Production Limited
FEEER2EE HREDTNEERIETR
EEHE (A ARER) AREEBITREAB DL
Mr. Lam Kwok Yan 1,000 10%
EERLE
(c) Share options (c) HER#E
Number of Number of
Name of director Capacity options held underlying shares
BEEHE 514 FEERERE FrEHEROEE
Mr. Lam Kwok Yan Beneficial owner 114,500,000 114,500,000
EERLE BERBEEA
Mr. Lam Kwok Hing Beneficial owner 114,500,000 114,500,000
EREXE BERBEEA
229,000,000 229,000,000
Save as disclosed above, except for certain nominee shares in certain RIEZE=F+-A=+—0  BREXFriiE
subsidiaries held in trust for the Company by certain directors, none HRBHEEURQARBAFTERATRREL
of the directors, the chief executive or their associates had any interests MBARRMD 2 HMEEE  TETHAS
or short positions in any shares, underlying shares or debentures of HEBEALRAR A RAREEAEE AREE
the Company or any of its associated corporations as at 31st EARD - HERODESF 2 EEHKE ©
December, 2003.
CONNECTED TRANSACTIONS BEXS
(1)  On 7 October 2003, Happy Win Resources Ltd, a wholly owned (1) R=ZZE=F+TAtH xAFZz2E
subsidiary of the Company, has entered into an agreement with Ff B -~ ) Happy Win Resources LtdEd
Teleinvest Holdings Ltd (“Teleinvest”) to buy back 20 shares of Teleinvest Holdings Ltd ([ Teleinvest]) &T
Sky Citi-Link ATNT (Holdings) Limited (“SCL”) together with the 3 —IE1E 0 LA EISky Citi-Link ATNT
shareholder loan owned by SCL to Teleinvest at a consideration (Holdings) Limited ([SCLJ) Z208% B% 17
of HK$100,001. Upon completion of the transaction, SCL [ESCL# R TeleinvestZ RERE X » #4L
becomes a wholly owned subsidiary of the Company. fE%100,00178 T - AR HTHE » SCL

BATEE2ZENB LT -
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(2) During the period, ATNT Global Investments Ltd has paid $24,074
to Karl Thomson Securities Company Limited, which is a wholly
owned subsidiary of Karl Thomson Holding Ltd (“KT”), as
commission and other service charges for securities dealing.
Included in the amount of $15,482 represented the stamp duty,
transaction levy and other miscellaneous charges paid as required
by relevant parties through Karl Thomson Securities Company
Limited. KT is beneficiary owned as to about 67.76% by J&A
Investment Ltd which is beneficiary owned as to 80% by Mr. Lam
Kwok Hing, the Deputy Chairman of the Company

DIRECTORS’ INTEREST IN CONTRACTS OF
SIGNIFICANCE

No contract of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company had
a material interest, whether directly or indirectly, subsisted at the end
of the period or at any time during the period.

SHARE OPTIONS

The Company has share options schemes under which executive
directors and employees of the Company or any of its subsidiaries may
be granted options to subscribe for shares in the Company. Details of
the options schemes and the options granted to the directors are set
out in note 31 to the financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than as disclosed above, at no time during the period was the
Company or any of its subsidiaries, a party to any arrangement to
enable the directors of the Company or their respective spouses or
children under the age of 18 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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SUBSTANTIAL SHAREHOLDERS

At 31st December, 2003, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of SFO shows
that, other than the interests disclosed above in respect of Optimist,
the following shareholder had notified the Company of relevant interests
in the issued share capital of the Company.

Long position - ordinary shares of HK$0.01 each of the Company

Name of shareholder Capacity

MR R & 4%

Mr. Ngo Cheng Long Beneficial owner

RERELE BEREAA

Other than the interests disclosed above, the register of substantial
shareholders maintained by the Company pursuant to Section 336 of
the SFO discloses no person as having a notificable interest or short
position in the issued share capital of the Company as at 31st
December, 2003.

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

During the period, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws, or the law of Bermuda, which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

CORPORATE GOVERNANCE

The Company has complied throughout the period from 1st April, 2003
to 31st 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 of Hong Kong Limited.

AUDIT COMMITTEE

During the period, the Audit Committee has reviewed with management
the accounting principles and practices adopted by the Group and
discussed auditing and financial reporting matters, including the review
of audited financial statement.
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POST BALANCE SHEET EVENTS
Details of the post balance sheet events are set out in note 39 to the
financial statements.

AUDITORS

A resolution will be submitted to the annual general meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors
of the Company.

On behalf of the Board

LAM KWOK HING
DEPUTY CHAIRMAN AND MANAGING DIRECTOR

Hong Kong, 27th April, 2004
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