/I 8 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 December 2002.

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 18 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 December 2002 and
the state of affairs of the Company and the Group at that date

are set out in the financial statements on pages 29 to 100.

The directors do not recommend the payment of any dividend in

respect of the year.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and 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 101. This summary does not form part of the

audited 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 AND SHARE OPTIONS

Details of the Company’s share capital and movements in the
Company’s share options during the year are set out in notes 28

and 29 to the financial statements.
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REPORT OF THE DIRECTORS

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws/articles of association or the laws of
Bermuda which would oblige the Company to offer new shares

on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

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 30 to the financial
statements and in the consolidated summary statement of

changes in equity.

DISTRIBUTABLE RESERVES

At 31 December 2002, the Company’s reserves available for
distribution, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amounted to HK$73,435,000.
In addition, the Company’s share premium account, in the
amount of HK$72,641,000, 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 35% of the total sales
for the year and sales to the largest customer included therein

amounted to approximately 14%.
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2 O REPORT OF THE DIRECTORS

MAJOR CUSTOMERS AND SUPPLIERS
(continued)

Purchases from the Group’s five largest suppliers accounted for

less than 30% of the total purchases 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, owns more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest

customers.

DIRECTORS

The directors of the Company during the year were:

Executive directors
Chan Ho Sing
Ko Pak On

Ho Kwong Kuen, David

(appointed on 18 December 2002)

(appointed on 28 March 2002 and
resigned on 18 December 2002)

Hui Shing Cheung, Dave (resigned on 28 March 2002)

Independent non-executive directors

Li Sau Hung, Eddy

Lo Kwok Kwei, David

In accordance with clause 87(1) of the Company’s bye-laws, Li
Sau Hung, Eddy will retire by rotation and, being eligible, will
offer himself for re-election at the forthcoming annual general

meeting.

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 16 to 17

of the Annual Report.
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REPORT OF THE DIRECTORS

DIRECTORS’ SERVICE CONTRACTS

Chan Ho Sing entered into a service contract with the Company
for a term of three years commencing on 1 January 2000. Chan
Ho Sing also entered into a service contract with the Company
for another initial term of three years commencing on 1 January
2003 and thereafter until terminated by either party giving to the
other not less than six months’ notice in writing terminating on or
after the expiry of the initial term of three years. Hui Shing
Cheung, Dave entered into a service contract with the Company

for a term of three years commencing on 25 November 1999.

During the year, Hui Shing Cheung, Dave terminated his service
contract with the Company on 28 March 2002. The above
termination was without any claim against the Company
whatsoever whether in respect of fees, remuneration or

compensation for loss of office.

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 of compensation, other than

statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No director of the Company had a material interest, whether
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.
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DIRECTORS’ INTERESTS IN SHARES

At 31 December 2002, the interests of the directors and their
associates in the share capital of the Company or its associated
corporations, as recorded in the register maintained by the
Company pursuant to Section 29 of the Securities (Disclosure of

Interests) Ordinance (the “SDI Ordinance”), were as follows:

Ordinary shares of the Company

RIZZE_F+-A=1t—B  BEAQAREESF W
FRi) R0 (MRBE RGN FoBRREMFEZE
FCfipracs: - SEEREBEATRARFSEAR

Llliveard: £:3 N NE

Nature of

interest and number of shares/

share options held

EzMERAEERG BREZAR

Nature of Number of Number of
Name of director interest shares held share options
EEps EEME BRYE BREHA
Chan Ho Sing Note 1 Family 179,734,000 -
BR & B Kt K Ik
Chan Ho Sing Note 2 Family - 5,500,000
R & BX K2 K Ik
Chan Ho Sing Personal - 17,500,000
R & BX [EPN
Ko Pak On Personal 400,000 1,800,000
=A% [EPN
Note 1: These shares are owned by Man Yue Holdings Inc., a  MiF1 = ZFM{H AEMan Yue Holdings Inc. (—FERE®R S

company incorporated in the Bahamas, the entire issued share
capital of which is ultimately beneficially owned by the family
trust of Chan Ho Sing.

Note 2:  The family interests represent share options held by Kee Chor

Lin, the spouse of Chan Ho Sing.

In addition to the above, Chan Ho Sing has non-beneficial
personal equity interests in certain subsidiaries held for the
benefit of the Company solely for the purpose of complying with

the minimum company membership requirements.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN SHARES (continued)

Save as disclosed above and as disclosed under the heading
“Directors’ rights to acquire shares”, none of the directors or
their associates had any personal, family, corporate or other
interests in the equity or debt securities of the Company or any

of its associated corporations, as defined in the SDI Ordinance.

The interests of the directors in the share options of the
Company are separately disclosed in note 29 to the financial

statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Apart from as disclosed under the heading “Directors’ interests
in shares” above and in the share option scheme disclosure in
note 29 to the financial statements, at no time during the year
were rights to acquire benefits by means of the acquisition of
shares in the Company granted to any director or their
respective spouse or children under 18 years of age, 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.

SHARE OPTION SCHEME

Due to the adoption during the year of Statement of Standard
Accounting Practice No. 34 “Employee benefits”, most of the
detailed disclosures relating to the Company’s share option

scheme have been moved to note 29 to the financial statements.
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SUBSTANTIAL SHAREHOLDERS F

At 31 December 2002, the following interests of 10% or more of M- ZE—F+-A=+—H ' AR RIREREER
the share capital of the Company were recorded in the register  {&FIE16(1)IEREMFE 2 B Mk - HEARQAFIRK
of interests required to be kept by the Company pursuant to  Z&K10%8k A FiEzs 2 A00T ¢

Section 16(1) of the SDI Ordinance:

Interest

Number of %

shares held &

Name of shareholder BREB BERYE BAL
Man Yue Holdings Inc. (Note) Man Yue Holdings Inc. (H7:%) 179,734,000 48
Chan Ho Sing BeR 4 X 179,734,000 48
Li Tung Lok ECE 47,760,000 13

Note: ~ Man Yue Holdings Inc. is ultimately beneficially owned by the A7z :  Man Yue Holdings Inc. &R < RIAErtE S &K

family trust of Chan Ho Sing. The interests disclosed under B o BUEKTEE 2 Eam /JiEE BN Man
Chan Ho Sing represent his deemed interests in the shares of Yue Holdings Inc. Z 28 AR (E45 8 2 AN A R D
the Company by virtue of his interests in Man Yue Holdings B WEREX[EE RG] — &R FUE
Inc. and have been disclosed under the heading “Directors’ 7 o

interests in shares” above.

Save as disclosed above, no person, other than the directors of  Br Eill AT EEE R B EX[EE 2 k] —EFTEL
the Company, whose interests are set out in the section 2ZEFREEIN  WEMARATREREEESIEHIZE16(1)
“Directors’ interests in shares” above, had registered an interest B9 R0 AT AR D B A RERS ©

in the share capital of the Company that was required to be

recorded pursuant to Section 16(1) of the SDI Ordinance.

CONNECTED TRANSACTIONS AERXS

During the year, conditional waivers have been granted by The &R ARFBEEBHAZZERAR ([BEZAT])
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) B E GBS EREBHAE R SFERARFESF LT
for strict compliance with the Rules Governing the Listing of (R8I ([ LR8I W AREBE#ET 2 BER S RIS
Securities on The Stock Exchange of Hong Kong Limited (the — $RZ&RHMIFE35(b)() [FEA T2 5] —&0) R -
“Listing Rules”) by the Company in respect of the connected

transactions entered into by the Group as set out in note 35(b)(i)

to the financial statements under the heading of “Related party

transactions”.
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CONNECTED TRANSACTIONS (continued)

These connected transactions have been reviewed by the
independent non-executive directors of the Company who have
confirmed that these transactions were entered into by the
Group in the ordinary and usual course of business and on
normal commercial terms, are fair and reasonable so far as the
shareholders of the Company are concerned, in accordance
with the terms of the agreements governing such transactions
(or where there is no such agreement, on terms no less
favourable than terms available to third parties), and within the

maximum amount as agreed with the Stock Exchange.

The auditors of the Company have also confirmed to the board
of directors that these transactions have received the approval of
the Company’s board of directors, have been entered into in
accordance with the terms of the agreements governing these
transactions (or where there is no such agreement, on terms no
less favourable than terms available to third parties); and within

the maximum amount as agreed with the Stock Exchange.

In addition to the above, the transactions as set out in notes
35(b)(ii) and (i) to the financial statements under the heading of
“Related party transactions” were connected transactions which
have been previously announced in the newspapers by the

Company.

AUDIT COMMITTEE

The Company has an audit committee which was established in
accordance with the requirements of the Code of Best Practice,
for the purposes 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.
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2 6 REPORT OF THE DIRECTORS

CODE OF BEST PRACTICE

In the opinion of the directors, the Company has 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 year ended 31 December 2002, 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 in accordance

with the Company’s bye-laws.

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

Chan Ho Sing

Chairman

Hong Kong
16 April 2003
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