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Report of the directors

The directors present their report and the audited financial statements of the Company and 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 principal
subsidiaries are set out in note 15 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 of the Group at
that date are set out in the financial statements on pages 66 to 120.

The directors recommend the payment of a final dividend of HK6 cents per ordinary share in respect of the year, to
shareholders on the register of members on 30 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 sheet.

The directors also recommend a bonus issue of new shares to be distributed to shareholders of the Company
whose names appear on the register of members of the Company on 30 August 2004 in the proportion of one new
share for every one existing share held by them (the “Bonus Issue”). Based on 771,461,697 ordinary shares in issue
as at 31 March 2004, a maximum of 771,461,697 new ordinary shares (the “Bonus Shares”) will be issued. This
recommendation has not been incorporated in the financial statements because the Bonus Issue is conditional
upon the approval by shareholders at the forthcoming annual general meeting and the granting by The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) of the listing of and permission to deal in the Bonus Shares
to be issued.

Summary of financial information

A summary of the published results and of the assets and liabilities of the Group for the last five financial years, as
extracted from the audited financial statements and reclassified as appropriate, is set out on page 26.This summary
does not form part of the audited financial statements.
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Report of the directors EEFHIRESE

Fixed assets
Details of movements in the fixed assets of the Group during the year are set out in note 14 to the financial statements.

Share capital and share options
Details of movements in the Company’s share capital and share options during the year, together with the reasons
therefor, are set out in notes 24 and 25 to the financial statements.

Capital resources

In May 2003, the Group, by way of a rights issue, raised HK$55,735,000, after share issue expenses.These proceeds
were fully utilised during the year ended 31 March 2004 in accordance with the proposed applications set out in
the Company’s rights issue prospectus, as follows:

(@) approximately HK$10,000,000 was used to finance the expansion of the Group’s authorised dealer business in
Mainland China;

(b) approximately HK$30,000,000 was used for repayment of bank borrowings; and
(c) approximately HK$15,735,000 was applied as general working capital of the Group.

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 pro rata basis to existing shareholders.

Reserves
Details of movements in the reserves of the Company and the Group during the year are set out in note 26 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 distribution, calculated in accordance with the provisions
of the Companies Act 1981 of Bermuda, amounted to HK$213,777,000, of which HK$46,288,000 has been proposed
as a final dividend for the year. Under the laws of Bermuda, the Company’s share premium account, in the amount
of HK$68,229,000, may be distributed in the form of fully paid bonus shares.
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Major customers and suppliers
In the year under review, sales to the Group's five largest customers accounted for less than 30% of the total sales
for the year.

Purchases from the Group’s five largest suppliers accounted for approximately 36% of the total purchases for the
year and purchases from the largest supplier included therein amounted to approximately 9%. Save as disclosed in
note 32(c) to the financial statements, as far as the directors are aware, neither the directors, their associates, nor
any shareholders of the Company 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 suppliers.

Directors
The directors of the Company during the year were:

Executive directors:

Mr. LAW Ka Sing

Ms. Pansy CHAU Wai Man
Mr. Simon ORR Kuen Fung*
Mr. FUNG Ping Chuen

Mr. Dickie FU Shing Kwan (appointed on 15 May 2003)
Ms. CHAN So Kuen (appointed on 1 September 2003)
Mr.TO Chi Kwong (resigned on 6 September 2003)

Independent non-executive directors:
Mr. David CHEUNG Sik Ho
Mrs.Winnie LEUNG WONG Wing Yue

In accordance with the Company’s bye-laws, Ms. Pansy CHAU Wai Man, Mr. Simon ORR Kuen Fung and Ms. CHAN So
Kuen will retire by rotation and, being eligible, will offer themselves for re-election at the forthcoming annual
general meeting.

* The spelling of the surname of Mr.Simon ORR Kuen Fung was changed from OR to ORR with effect from 22 April 2004.
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Directors’ service contracts

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 of compensation, other
than statutory compensation.

Directors’ biographies
Biographical details of the directors of the Company are set out on pages 24 to 25 of the annual report.

Directors’ interests and short positions in shares and underlying shares

At 31 March 2004, the interests and short positions of the directors in the share capital and underlying shares of
the Company or its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance
(the“SFO")), as recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies, were as follows:

Long positions in ordinary shares of the Company:

Number of shares held,
capacity and nature of interest
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Mr. LAW Ka Sing 566,545,549 = 566,545,549 73.4 BRERE
Ms. Pansy CHAU Wai Man 2,000,000 = 2,000,000 0.3 BAEZEZt
Mr. Simon ORR Kuen Fung = 3,400,000 3,400,000 0.4 i k4
Mr. FUNG Ping Chuen 1,744,000 - 1,744,000 0.2 AR &
Mr. Dickie FU Shing Kwan 1,000,000 = 1,000,000 0.1 {8 A 3 5 A
Ms.CHAN So Kuen 2,000,000 - 2,000,000 0.3 e hogn

573,289,549 3,400,000 576,689,549 74.7
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The interests of the directors in the share options of the Company are separately disclosed in note 25 to the
financial statements.

Save as disclosed above, none of the directors had registered an interest or short position in the shares, underlying
shares or debentures of the Company or any of its associated corporations that was required to be recorded pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies.

Directors’ rights to acquire shares or debentures

Save as disclosed in the share option scheme disclosures in note 25 to the financial statements, 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 spouse or minor children, 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.

Directors’ interests in contracts
No director had a material interest, 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.

Share option scheme

Concerning the share options granted during the year to the directors and employees, as detailed in note 25 to the
financial statements, the directors do not consider it appropriate to disclose a theoretical value of the options
granted, because a number of factors crucial for the valuation cannot be determined. Accordingly, the directors
believe that any valuation of the share options based on various speculative assumptions would not be meaningful,
but would be misleading to the shareholders of the Company.
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Substantial shareholders’ and other persons’ interests in shares and underlying shares
At 31 March 2004, the following interests of 5% or more of the issued share capital and share options of the Company
were recorded in the register of interests required to be kept by the Company pursuant to Section 336 of the SFO:

TERRREMAIRAROREBRG &R
RZZFZEF=ZA=1—0 ' ARAEREZ R AEKHIF336
GFEZESERMBETR - THATRARRIEETRARER
REFRPER 5% A FHEss ¢

Long positions: HE
Percentage of
the Company’s
Capacity and Number of ordinary issued share capital Number of share
nature of interest shares held AR R B 2T options held
Name 4% S RERMEE PR mR e g [eNERNd PR 2 B
Mr. LAW Ka Sing Directly beneficially owned
BERERXE BEEREESR 566,545,549 73.4 -

Save as disclosed above, no person, other than the directors of the Company, whose interests are set out in the
section “Directors’ interests and short positions in shares and underlying shares” above, had registered an interest
or short position in the shares or underlying shares of the Company that was required to be recorded pursuant to
Section 336 of the SFO.

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.

Post balance sheet event
Details of the significant post balance sheet event of the Group are set out in note 31 to the financial statements.
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Code of Best Practice

In the opinion of the directors, the Company complied with the Code of Best Practice (the “Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the Stock Exchange, throughout the accounting
period covered by the annual report, except that the independent non-executive directors of the Company are not
appointed for 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 in accordance with the Company’s bye-laws.

Audit committee

The Company has an audit committee which was established in accordance with the requirements of the Code, for
the purpose of reviewing and providing supervision over the Group's financial reporting process and internal
controls.The audit committee comprises the two independent non-executive directors of the Company.

Auditors
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

LAW Ka Sing

Chairman

Hong Kong
29 June 2004

Annual Report 2003/04 —ZZ=ZFZZNF FI}}

REE AR

EEZRAR  BARRZBIFRTESY BRBIAES LH
HAIM 14805 2 RER AR ([SFRI)) B7R 2 BRRERHE
EHSN - RABRAFRIP R ZETEFERN  ENATRIZE
E o ESBIUIFMITESARAR R Z AR ERMA - RARE
FRELHERERBRBE -

BEREE®

ARARRABREZRE ZZBEDNREBETRIZHREMKTL - B
MABRENEEASE 2 VBERBERARNEE - EXE8e
ZKEBREARBRMEBILIFRITES -

BB ED
ZOKEETEBAERSE  EREARRRZEE ORERRK
RAVERITZERBFAELESR -

KREER

63



