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Report of the Directors EE&H{EE

The directors have pleasure in submitting their annual report together
with the audited financial statements for the year ended 31 December
2003.

PRINCIPAL ACTIVITIES

The principal activities of the company are the design, development,
manufacturing and sale of plush stuffed toys and investment holding.
The principal activities and other particulars of the subsidiaries are set
out in note 16 on the financial statements.

The analysis of the principal activities and geographical locations of the
operations of the company and its subsidiaries during the financial year
are set out in note 12 on the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the group’s sales and purchases attributable
to the major customers and suppliers respectively during the financial
year is as follows:
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C & H Co., Ltd (“C & H Korea") is the largest customer, largest supplier
and the ultimate holding company of the company. Please refer to the
paragraph headed “Directors’ interests in contracts” and “Connected
transactions” for details.

Save as disclosed above and so far as the directors are aware, neither
the directors, their associates nor any shareholder of the company (which
to the knowledge of the directors owns more than 5% of the company’s
share capital) had any interest in these major customers and suppliers.

FINANCIAL STATEMENTS

The profit of the group for the year ended 31 December 2003 and the
state of the company’s and the group’s affairs as at that date are set out
in the financial statements on pages 48 to 109.
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FINANCIAL STATEMENTS (Continued)
An interim dividend of 3.0 HK cents (2002: 2.4 HK cents) per share was
paid on 31 October 2003. The directors now recommend the payment
of a final dividend of 6.0 HK cents (2002: 6.4 HK cents) per share in
respect of the year ended 31 December 2003.

TRANSFER TO RESERVES
Profit attributable to shareholders, before dividends, of HK$120,952,000
(2002: HK$113,489,000) has been transferred to reserves.

FIXED ASSETS
Details of the movements in fixed assets are set out in note 13 on the
financial statements.

SHARE CAPITAL
Details of the movements in share capital of the company during the
year, together with the reasons therefor, are set out in note 28 on the
financial statements.

DIRECTORS
The directors during the financial year were:

Chairman and executive director
Kyoo Yoon Choi (previously non-executive director, redesignated

as executive director on 26 September 2003)

Executive directors

Chul Hong Min

Tae Sub Choi (appointed on 8 April 2003)
Sung Sick Kim (resigned on 8 April 2003)
Young M. Lee

Independent non-executive directors
Valiant, Kin Piu Cheung
Cheong Heon Yi (appointed on 22 November 2003)

David, Kwai Che Tse (resigned on 22 November 2003)
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DIRECTORS (Continued)

Mr. Valiant, Kin Piu Cheung will retire at the forthcoming annual general
meeting in accordance with article 101 of the company’s articles of
association and, being eligible, offer himself for re-election.

DIRECTORS’ SERVICE CONTRACTS

The service contract of Mr. Valiant, Kin Piu Cheung, the independent
non-executive director, was renewed for a further term of 2 years
commencing on 22 October 2003.

Professor Cheong Heon Yi, the independent non-executive director, was
appointed by the board of directors on 22 November 2003 for a term of
2 years commencing on 22 November 2003.

Their remuneration is determined by the board of directors on the
anniversary of the dates of their appointments.

No director proposed for re-election at the forthcoming annual general
meeting has an unexpired service contract which is not determinable by
the company or any of its subsidiaries within one year without payment
of compensation, other than normal statutory obligations.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND EERSSTHASRERH - HERAR
SHORT POSITIONS IN SHARES, UNDERLYING SHARES fERZZEZRBERANKR

AND DEBENTURES

The directors and chief executive of the company who held office at 31 R (FEHREEEG]) F32EEF2EER
December 2003 had the following interests in the shares of the company, &= 1THRA 8 AR E L MER kAR E)
its holding company, subsidiaries and other associated corporations ~ MEBHAXZFHAER AT ([FEEM]) 1B
(within the meaning of the Securities and Futures Ordinance (the “SFO”)) & ( LR R EFEITE LK H 2 IZESTE]) #
at that date as recorded in the register of directors’ and chief executive’s 2B R-_EE=F+_-A=+—HELR
interests to be kept by the company under section 352 of the SFO or RAAIZEEZENZSTRAEBEZ ALRZBHES
notified to the company and The Stock Exchange of Hong Kong Limited ~ ZAA ] ~ EIZERE AR « B A R M E AR AR
(the “SEHK") pursuant to the Model Code for Securities Transactions by (B & (EH MEAEEG) ([BH L EEEN )
Directors of Listed Companies: FrEeER) BARMNKERNT ¢

(i) Interests in issued shares (i) REBITRMHZ#E -

Number of ordinary shares
EEREA
Percentage

Total number of total

Personal Family Corporate Trustee of shares issued

interests interests interests interests held shares

(Note 1) EERST

BE  ROAHN

B AREE ZAAER RPEY Bift
)

Beneficial interests ~ EiHER

The company NN
~ Kyoo Yoon Choi —-EEY - - 487,500,000 - 487,500,000 74.03%
(Note 2)
(Kizt2)
— Chul Hong Min — Rk 1,950,000 - - - 1,950,000 0.30%
— Young M. Lee —ZKE 500,000 - - - 500,000 0.08%
C & H Korea C&HEH
- Kyoo Yoon Choi —EER 189,917 213,041 - - 402,958 76.21%
(Note 7)  (Notes 3 & 7)
(M7 (H:F38&7)
- Chul Hong Min — B35 14,212 - - - 14,212 2.69%
(Notes 4 & 7)
(Mit4&7)
- Tae Sub Choi -ER% 5,685 - - - 5,685 1.08%
(Notes 4 & 7)
(Mit4&7)
Gina World Co., Ltd Gina World Co., Ltd
- Kyoo Yoon Choi —EEH 764,000 40,000 2,594,000 - 3,398,000 67.96%

(Note 7)  (Notes5& 7)  (Notes 6 & 7)
(Bt 7)  (Wit5&7) (HaE6&7)
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES (CONTINUED)

(i) Interests in issued shares (Continued)
Notes:
(1) The shares are registered under the names of the directors and chief
executive who are the beneficial owners.

(2)  Kyoo Yoon Choi in his own name holds approximately 35.92% of the
issued share capital of C & H Korea, together with his wife, Woul Hee
Cha, and his two children under age of eighteen, You Jin Choi and Soo
Jin Choi, hold approximately 76.21% of the issued share capital of C &
H Korea which owned 382,850,000 shares in the company. In addition,
Kyoo Yoon Choi beneficially owns 76% of interest of Uni-Link Technology
Limited which owned 104,650,000 shares of the company.

(3)  The wife of Kyoo Yoon Choi, Woul Hee Cha, and his two children under
age of eighteen, You Jin Choi and Soo Jin Choi, hold approximately
40.29% of the issued share capital of C & H Korea.

(4) Chul Hong Min and Tae Sub Choi hold approximately 2.69% and 1.08%
of the issued share capital of C & H Korea respectively.

(5)  Kyoo Yoon Choi holds approximately 15.28% of the issued share capital
of Gina World Co., Ltd (“Gina World"), together with his two children
under age of eighteen, You Jin Choi and Soo Jin Choi, hold
approximately 16.08% of the issued share capital of Gina World.

(6) Kyoo Yoon Choi in his own name holds approximately 35.92% of the
issued share capital of C & H Korea, together with his wife, Woul Hee
Cha, and his two children under age of eighteen, You Jin Choi and Soo
Jin Choi, hold approximately 76.21% of the issued share capital of C &
H Korea which owned 2,594,000 shares in Gina World.

(7)  The updated interests in issued shares have been reported to the SEHK
and the register of directors’ and chief executive’s interests has been
updated subsequent to 31 December 2003.

(ii) Interests in underlying shares
The directors and chief executive of the company have been granted
options under the company’s share option scheme, details of which
are set out in the section “Share option scheme” below.

Apart from the foregoing, none of the directors and chief executive of
the company or any of their spouses or children under eighteen years of
age has interests or short positions in the shares, underlying shares or
debentures of the company, and of its holding company, subsidiaries or
fellow subsidiaries, as recorded in the register required to be kept under
section 352 of the SFO or as otherwise notified to the company pursuant
to the Model Code for Securities Transactions by Directors of Listed
Companies.
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SHARE OPTION SCHEME

The company has a share option scheme which was adopted on 22
January 2002 whereby the directors of the company are authorised, at
their discretion, to invite employees of the group, including directors of
any company in the group, to take up options to subscribe for shares of
the company. The exercise price of the options is the highest of (i) the
nominal value of the shares, (ii) the closing price of the shares on the
SEHK on the date of grant and (iii) the average closing price of the shares
on the SEHK for the five business days immediately preceding the date
of grant. The options may be exercised progressively after one to three
years from the date of grant and are exercisable for a period to be notified
by the directors to each option holder upon the grant of the option. Such
period will not exceed ten years from the date on which the option is
granted.

The maximum number of shares which may be issued upon the exercise
of all outstanding options and yet to be exercised under the share option
scheme shall not exceed 30% of the issued share capital of the company
from time to time. Subject always to the above overall limit, the directors
may grant options under the share option scheme, generally and without
further authority, in respect of such number of shares which may be
issued upon exercise of all options to be granted under the share option
scheme not exceeding 10% of the issued share capital of the company
as at 7 February 2002, being the date on which the company’s shares
were listed on the SEHK. For the purpose of calculating the above, options
lapsed in accordance with the share option scheme shall not be counted.

The total number of securities available for issue under the share option
scheme as at 31 December 2003 was 21,030,000 shares (including
options for 20,345,000 shares that have been granted but not yet lapsed
or became exercisable) which represented 3.2% of the issued share
capital of the company at 31 December 2003. In respect of the maximum
entitlement of each participant under the scheme, the number of
securities issued and to be issued upon exercise of the options granted
to each participant in any 12-month period is limited to 1% of the
company’s ordinary shares in issue.

As at 31 December 2003, the directors individually, other employees
and other participants in aggregate of the company had the following
interests in options to subscribe for shares of the company granted at
nominal consideration under the share option scheme of the company.
The options are unlisted. Each option gives the holder the right to
subscribe for one share and the consideration paid by each holder for
the options granted is HK$1.00.
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SHARE OPTION SCHEME (Continued) IBRRESTE (&)
Weighted average

No. of options  No. of options No. of shares closing price
outstanding  outstanding acquired on immediately
as at as at Period during exercise of before the date on  No. of options
1January 31 December which options  Exercise price  options during  which the options  lapsed during
2003 Date granted exercisable per share the period were exercised the period
(Note 1) (Note 2)
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Directors
Ez
Chul Hong Min 6,500,000 4550,000 7 February 2002 7 February 2003 HK$1.18 1,950,000 HK$1.68 -
Bz —“TF-E-A+H to 7 February 2012 LI8%TL 168737
e Sy R =Y
—“T-—%-A+H
Young M. Lee 3,900,000 3,400,000 7 February 2002 7 February 2003 HK$1.18 500,000 HK$1.66 -
T “TF-E-A+H to 7 February 2012 LI8%T 16677
Sy R =
“T-Z§-8+H
Tae Sub Choi - 1,950,000 15 April 2003 15 April 2004 HK$1.43 - - -
ERE ZZT-EMATRA to 15 April 2013 14337
ZZEMFMATREAZE
—“Z-=fWmA+HA
Employees in 16,250,000 10,480,000 7 February 2002 7 February 2003 HK$1.18 4,860,000 HK$1.57 910,000
aggregate “TF-F-A+A to 7 February 2012 L18%T 157 %7
] —TE-F-AtRE
“T-Z§-R+A
- 650,000 15 April 2003 15 April 2004 HK$1.43 - - -
ZZT-EMATRA to 15 April 2013 14337
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Other participant 3,900,000 - 7 February 2002 7 February 2003 HK$1.18 1,170,000 HK$1.42 2,730,000
HthSEE —“TF-E-A+H to 7 February 2012 LI8%T 14237
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SHARE OPTION SCHEME (Continued)
Notes:
(1) The maximum percentage of the share options which may be exercised
is determined in stages as follows:

On or after 1st year anniversary of the date of grant
R B ERET —AF S H R
On or after 2nd year anniversary of the date of grant
B BB B H A
On or after 3rd year anniversary of the date of grant

EH PSR = RF SRR

(2) Pursuant to the condition of the share option scheme, any unexercised
number of options granted to any employees will lapse three months
after the employees ceases employment relationship with the company.

The vesting period of the above granted share options are ten years
commencing on the date on which an option is granted in accordance
with that scheme.

The closing price of the share of the company immediately before the
date on which the share options were granted on 15 April 2003 was
HK$1.40. The share options granted are not recognised in the financial
statements until they are exercised. The weighted average value per
option granted during the year ended 31 December 2003 estimated at
the date of grant using the Black-Scholes pricing model was HK$0.384.
The weighted average assumptions used are as follows:

Risk-free interest rate per annum mEREFEE
Expected life iERE
Annualised volatility 2FERIRE
Expected dividend per share TERTERAR S

The Black-Scholes option pricing model was developed for use in
estimating the fair value of traded options that have no vesting restrictions
and are fully transferable. In addition, such option pricing model required
input of highly subjective assumptions, including the expected stock
price volatility. Because the company’s share options have characteristics
significantly different from those of traded options, and because changes
in the subjective input assumptions can materially affect the fair value
estimate, the Black-Scholes option pricing model does not necessarily
provide a reliable measure of the fair value of the share options.
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SHARE OPTION SCHEME (Continued)

Apart from the foregoing, at no time during the year was the company,
its holding company, subsidiaries or fellow subsidiaries a party to any
arrangement to enable the director of the company to acquire benefits
by means of the acquisition of shares in or debentures of the company
or any other body corporate.

SUBSTANTIAL SHARESHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2003, the following substantial shareholders’ interests
were recorded in the register required to be kept by the company under
section 336 of the SFO as holding 5% or more of the issued share capital

of the company:

C & H Korea C&H#H
Uni-Link Technology Limited Uni-Link Technology Limited
Kyoo Yoon Choi (Note 1) EEW (M 1)

Arisaig Greater China Fund

Arisaig Partners (Mauritius)
Limited (Note 2)

Lindsay William Ernest
Cooper (Note 3)

Arisaig Greater China Fund

Arisaig Partners (Mauritius)
Limited (/5 2)

Lindsay William Ernest
Cooper (HtzF3)

Notes:

(1)  Kyoo Yoon Choi, together with his wife, Woul Hee Cha, and his two children
under age of eighteen, You Jin Choi and Soo Jin Choi, hold approximately
76.21% of the issued share capital of C & H Korea and Kyoo Yoon Choi
beneficially owns 76% of the issued share capital of Uni-Link Technology
Limited. Kyoo Yoon Choi is considered to have deemed interests in the
487,500,000 ordinary shares as to approximately 74.03% of the issued shares
of the company.

(2) Arisaig Partners (Mauritius) Limited is the fund manager of Arisaig Greater
China Fund.

(3) Lindsay William Ernest Cooper is deemed interested through his indirect
33.33% beneficial interest in Arisaig Partners (Mauritius) Limited.

Apart from the foregoing, no other interests required to be recorded in
the register kept under section 336 of the SFO have been notified to the
company.
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DIRECTORS’ INTERESTS IN CONTRACTS

C & H Korea is the largest customer, the largest supplier and the ultimate
holding company of the company. Mr. Kyoo Yoon Choi and his family
interests, Mr. Chul Hong Min and Mr. Tae Sub Choi were interested in
these arrangements as shareholder holding a 76.21%, 2.69% and 1.08%
interest respectively in the share capital of C & H Korea.

Apart from the foregoing, the related party transactions as disclosed in
note 32 on the financial statements, no contract of significance to which
the company, any of its holding company, subsidiaries or fellow
subsidiaries was a party, in which a director of the company had a material
interest, whether directly or indirectly, subsisted at the end of the year or
at any time during the year.

DIRECTORS' INTERESTS IN COMPETING BUSINESS
During the year ended 31 December 2003, C & H Korea and its
subsidiaries (“C & H Korea group”), as set out below, are principally
engaged in the business of the design, development, manufacturing
and sale of plush stuffed toys and steel and plastic toys, and of the
dyeing and manufacturing of plush fabrics, which may compete with
the business of the group. Mr. C. H. Min, Mr. T.S. Choi and Mr. K. Y. Choi
are deemed to be interested in these businesses which may compete
with the group’s businesses as they are shareholders of C & H Korea
and Mr. K. Y. Choi is also a director of C & H Korea.

EEEEINTR

CAHBRAARRRZEARF  BAHEER
SRERAT - EERMREREER - LK
EFLRERADREE C & H BEKA76.21%
2.69% &% 1.08% MRz E L PGB iR -

Bk b SRt e AR YR B 765 Sk MY RE 32 P 3 B 2 gk
ALEZHIN RNAF - EREERAT - HEA
EEAEESI=PNGh S S RN eI R B ]
> WEITZEMARRERNE R ERIMEE
BEERBRUNZBEZEESL -

EENHGEHEER R
REE-TT=FF+-_A=1+—HIFE ' C&H
ZELEWBAT ([C&HEEER]) (WX
F#) REMNEBAD BB - RERHEEE
BIMARSBHEHEBBIA  URZRREER
o AR AR EEREA BT o HRBIEEELL
g ERQEEREEREERCHBEZK
RMEERLENACRHBEZES  BHES
AR B AT R AR B XS R FE 2 B
G -
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

(Continued)

Name of
company

AEERE
C & H Korea

C & H ¥

Nature of competing business

HRERBHME

C & H Korea is ultimate holding company of the group.
The directors of C & H Korea are Mr. K. Y. Choi, Mr.
S.S. Kim and Mr. J. H. Chung. C & H Korea is engaged
in the design, development and marketing of plush
stuffed toys and other toys products. C & H Korea
has established the production facilities in Korea
called “Eumsung factory” which carries out the
production of steel and plastic toys.

After the transfer of the marketing, design and product
development of the plush stuffed toy business of C &
H Korea to Dream INKO for the purpose of subsequent
acquisition of Dream INKO by J.Y. International
Company Limited on 30 September 2003, C & H
Korea'’s remaining businesses comprise ownership of
a building in Seoul, a leather goods and accessory
agency, fabric and textile manufacturing in Sri Lanka
through its wholly owned subsidiary Jung Yoon Textiles
(Private) Limited and investment holding, which
include its 58.14% interest in Dream International
Limited and its 51.88% interest in Gina World engages
in the marketing and distribution of toy products in
the Korea market and is a customer of the group.
The group purchases fabric and textile from Jung Yoon
Textiles (Private) Limited.

C&HBEARERHEHKIERAR - C&H EH
CEEREELAL SBREAENSES K4 -
C & H BBEEEMES AR - BRLEEELI
ANEHMITERT - C&H BRNERRT AER
M- A [EumsungE ] @ RELEESBRBR
TR -

At )Y, International Company Limited £ =&
T=F N A=1+HYEE Dream INKO * C & H ##H
ZEMITA R - REIREMEREBDERS
Dream INKO ° C & H#2BI88 T 2 #1012 1%
EREF  FEHREMRERE BREZEN
JE A7) Jung Yoon Textiles (Private) Limited BT &2
BMRZEB RS EREEEBARIZEZER (BF
BREENENRBBRER AR 2 58.14% #%5 & Gina
World (REBMERIERDEMAER - WARE
Br&EF) 251.88%#wm) ° ZN&EEA Jung Yoon
Textiles (Private) Limited & A S 4 & #7485 -

EERmEMRE oS (4)

The group is capable of carrying on its
business independently of and at arm'’s

length from the competing business
FEBMERIBUNRFHL
WML DT 2 RAT R

Pursuant to the Deed of Undertaking*, C & H
Korea agreed to first offer all sales orders
received by it from customers, other than the
Branded Customers, to the group for the
production and sale to the ultimate customers
directly. C & H Korea agreed to first offer all
customers’ orders for the production of plush
stuffed toys and steel and plastic toys received
directly or indirectly by it from the Branded
Customers to the group on normal commercial
terms after arm’s length negotiation. Also
pursuant to the Deed of Undertaking*, C & H
Korea entered into a co-operative arrangement
with the group to market jointly with the group
and to assist the group in developing its design
and product development capabilities in
particular for the provision of services to the
Branded Customers. In addition, the Eumsung
factory will exclusively receive orders from Gina
World to be sold in the Korean market and its
business scope will be geographically delineated
from that of the group.

BEEHERE - C&HBEEREELBEK
MEEFPLUSIN BEFTERZHEFTBHATA
£ UEEEAGKREFPEETRHNE -
C&HBRARENATFEEE  BABERS
BEFEEIMEMEEZAEEMIARS
BHBRIABPIEREEBERRGET
REE - JEoh - RBEEEE * - C&HER
BEAEBEIIVAELHE - AREEHRFMETT
MHEHEEABEAE@ERRER REnE
B im e REFRERS o tbSh - Eumsung
= # R Gina World 2 518 - BE R
RERTISHE MEEGHEEE FEAS
E 2 (BB FER
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

(Continued)

Name of
company

DR BB

C & H Lanka
(PVT) Ltd.
(“C&H
Lanka”)

Jung Yoon
Textiles

(Private) Ltd.

(“JY Textile”)

Gina World

Nature of competing business

BREXBNME

C & H Lanka is wholly owned subsidiary of C & H
Korea. The directors of C & H Lanka are Mr. K. Y.
Choi, Ms. S. H. Cha, and Mr. Y. D. Noh. C & H Lanka
is engaged in the manufacturing of plush stuffed toys
in Sri Lanka. C & H Lanka is undergoing winding-up
procedure and the local court has appointed
liquidators Mr. J. David & M.S. Jayawickrama of MS
SMJS Associates as directors of the company.

C&HlankaBC & H R 2EMERR > C&H
Lanka 2z EE AEZERI A - BERZEREKAL
4o C&H lanka RETEH RIS EMITARIEE
% o C & H Lanka [E1T/EEREF - EHBFEE
JRBH A MS SMJS Associates 2 J. David e &
M.S. Jayawickrama AiZ AR ZESE -

JY Textile is wholly owned subsidiary of C & H Korea.
The directors of JY Textile are Mr. K. Y. Choi and Mr.
K.S. Song. JY Textile is engaged in the manufacturing
and dyeing of fabrics.

JY Textile £C & H B2 2 2 & WEBAR] ° JY Textile
BEEAEEAERREFAA o JY TextileftEFR
EIR R R BIR 2 T o

Gina World is listed on the Korea Securities Dealers
Automated Quotation market in Korea. Gina World is
owned as to 51.88% by C & H Korea, 16.08% by Mr.
K. Y. Choi and his family interests and 32.04% by the
public. The directors of Gina World are Mr. K.Y. Choi,
Mr. Y. D. Noh and Mr. I. Y. Park. Gina World holds
certain rights to marketing and distribution of
character licensed toys products in Korea and focuses
on the marketing and distribution of character
licensed toy products in the Korean market.

Gina World F# B4 X S EEREZHETS L
o HAC&HBEEE51.88% @ EXMELER
HRGEEEGER 16.08% AR ATHE32.04% -
Gina WorldZ B AEZEIRI A « BRI A MFN—
L5 o Gina World 5858 T ERSER L&D 8
AEENEHTIAEREIE  TEIREED
SBHHEL D HACERNTAIITAER 2 ET

EERBFMER R (4)

The group is capable of carrying on its
business independently of and at arm’s

length from the competing business
AEEBREIBIARSEL
WFER UL AT 2 JRA TR =5

Pursuant to the Deed of Undertaking*, C & H
Lanka agreed not to engage or otherwise be
involved in any business which competes or is
likely to compete with the group’s business in
any of the regions that the group engages
business in. Its business will be limited to
production of quota related plush stuffed toys
and orders that cannot be handled by the group.

IRIEAGHERYE * - C&H Lanka RET&ER
SEEENE 2 Ef— (AR E RS8R A
AR BB EH R AR E BT 2 575 « K
EB K BRNEELERBEATANRARE
B REEMEN ZRTE -

JY Textile is engaged in manufacturing of fabrics
and dyeing of fabrics for C & H Lanka and local
customers in Sri Lanka. Substantially all the
fabrics manufactured by the group are used for
the group’s own production of plush stuffed toys.

JY Textile ¢ %4 C & H Lanka RATEFHRA L
BERUSEME M ARMEZ #55 - NEE R
EMRHE RS AR AERBITEENTEAD
Ao

Gina World is a customer of the group and its
business is delineated geographically with the
group as it focuses on marketing and distribution
of certain character licensed toy products in
Korea. Pursuant to the Deed of Undertaking*, C
& H Korea agreed to procure Gina World to first
offer all customers’ orders for the production of
plush stuffed toys directly or indirectly by it to
the group on normal commercial terms after
arm’s length negotiation.

Gina World ARNEBERF - HENEBEEER
WEHEmNS TESE - W TN IEERHEH
Ko ETACERNERIIAER o BIBEAR
Rig* - C&H BEREE(RE Gina World B %t
BAREHENEEETFEE MTETHIA
SETEENAE®  WIE—REEERAF
TERETT ©
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

(Continued)

The transactions with the above companies are set out in the paragraph

headed “Connected transactions”.

*

In relation to the listing of the company’s shares on the Main Board
of the SEHK, C & H Korea has entered into the Deed of Undertaking
in favour of the company to effect that for so long as C & H Korea
and its associates are beneficially interested, directly or indirectly,
whether individually or taken together, in 30% or more of the issued
capital of the company, C & H Korea will not, and C & H Korea will
procure that none of its subsidiaries, other than the group, will
engage or otherwise be involved in any business which competes
or likely to compete, either directly or indirectly, with any of the
restricted business in any of the regions in which the group engages
in and undertakes the restricted business (such regions include
the People’s Republic of China (“PRC"), Taiwan, Europe, the US
and Japan). Such an undertaking shall extend to all subsidiaries of
C & H Korea, except for the group.

CONNECTED TRANSACTIONS

During the year, the group entered into the following transactions with

C & H Korea group:

(1) The group sold plush stuffed toys and steel and plastic toys to C &

H Korea, Dream INKO and Gina World, who in turn sold those
products to their respective ultimate customers. In addition, the
group also sourced raw materials such as fabrics for JY Textile and
C & H Lanka, subsidiaries of C & H Korea. These transactions were
entered into on prices and terms comparable to the prevailing market
rate or practice.

ESRNBFEUER 2 ES (8)

BRRARNZZEN [BHERZXS] —K -

*

ERM AR BBOR BB R PIER LT - M
C & H BEARARARAGERE £
C&HEENABMBATMYRSHHREER
HEEEREAARACBETRA30% K
AL ZIERT @ C&HERTE - Wi
REEMBAR (ARERIN) TEEER
S ST () B 4 o P SR SR AR IR 2675
S (RREPEARKXME ((HED -
A BN EBRAAR) REVERERSIZ
BRRRFTREBRBEFNEY - BAKHE
O BRIREGERIEE C & HEBIK B ME

NCIIE

el

AEENFER - B0 & H BEEEET FFIR

5

(1)

AEERC & H8EF « Dream INKO & Gina
World SHEEMIMA RS BEBBITA -
C&H #H + Dream INKO & Gina World #
ZEERBETRESEZERER - It
Hh o REERAC & HEBZHIBARJY
Textile & C & H Lanka $REEAEIZ RN K} o
ZERXSTIARERETISERKEEEZ
BH& R AGFRET AL ©
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CONNECTED TRANSACTIONS (Continued)

(2)

(3)

During the year ended 31 December 2003, the amount of sales to
C & H Korea, Dream INKO, Gina World, JY Textile and C & H Lanka
amounted to a total of HK$323,905,000 (2002: HK$493,461,000),
out of which, sales of raw materials to JY Textile amounted to
approximately HK$176,000 (2002: sales of raw materials to C & H
Lanka amounted to HK$1,469,000). This represents 34.8% (2002:
54.2%) of the group’s total turnover for the year ended 31 December
2003.

Pursuant to a commission agreement, C & H Korea referred sales
orders for plush stuffed toys and steel and plastic toys to the group
for production. Upon production of such products, the group sold
the products to the customers directly, on a “free on board” basis.
The group paid C & H Korea a commission which represents 10%
of the amount of sales for plush stuffed toys and not more than 3%
of the amount of sales for steel and plastic toys. The commission
rates were comparable to the commission rates payable by the group
to independent third parties and were on terms comparable to the
prevailing market rate or practice.

During the year ended 31 December 2003, the amount of
commission paid by the group to C & H Korea amounted to
approximately HK$6,349,000 (2002: HK$1,822,000). This
represents 0.7% (2002: 0.2%) of the group’s total turnover for the
year ended 31 December 2003.

In its normal course of business, the group referred sales orders to
C & H Korea for the production of certain toy products. Upon
production of the toy products, C & H Korea sold those products to
the ultimate customers directly. The group charged C & H Korea a
commission which represents not more than 5% of the amount of
sales of such toy products. The commission was comparable to the
commission rate receivable by the group from independent third
parties and was on terms comparable to the prevailing marking
rate or practice.

s

(2)

3

RS
B"éﬂz?;_ ET=F+ _A=+—HILFE
MC & H #E - Dream INKO - Gina
World + JY Textile &2 C & H Lanka Z $H&E %8
A H495323,905,00087T (ZET_4F
493,461,000/&7T) - HA A JY Textile 3R
MEHRES 2 S48 584) 5 176,000 7T (=F
—4F ¢ [A) C & H Lanka sk R EHESE ~ 84
ERELA 1,469,000 87T) o Ll SEEREE

AEEBE-_TE=F+-_A=1+—HIF
EZHRLHEE34.8% (T4 :
54.2%) ©

RIBE—IABSWHE - C & H BEFEEEMR
RIEEN TR

ARG BEBBITAZHE

SEEE - TEEZERME  AEEB
Z [B=EE] BEEnEPHERR - A5E
MC & HBRINEHAATHITANEEEE
10% kT aneBHEEBITAHEE3I% 2
e - Mo ENEASEENTELE=
HZMELERE - BRI EERTISER
RBHIAER

REEZTE=F+A=+—HILFE "
REEITHFC & HBEAZHEBBENE
6,349,000 7T (:%;E:¢ : 1,822,000
) HERAEBEE-ZT=F1+=A
EﬂL*ElJJ:iEZ?@%%%EOV%(:%??:
F:02%) °
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NEEETAEMZHERE - TREH
MARMBAEER - C & H BB EERRSE
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CONNECTED TRANSACTIONS (Continued)

(4)

)

During the year ended 31 December 2003, the amount of
commission charged by the group to C & H Korea amounted to
approximately HK$555,000 (2002: HK$4,838,000). This represents
0.1% (2002: 0.9%) of the group’s net asset value as at 31 December
2003.

The group sourced certain raw materials and components necessary
for the production of plush stuffed toys and steel and plastic toys
from C & H Korea group. The prices and terms upon which the raw
materials were supplied by the C & H Korea group to the group
were on normal commercial terms and comparable to the prevailing
market rate or practice. During the year ended 31 December 2003,
the amount of raw materials purchases made by the group from
C & H Korea group amounted to HK$56,360,000 (2002:
HK$110,838,000).

The group also sub-contracted orders to C & H Lanka for the
production of certain toy products when the orders for toy products
received by the group exceeded its production capacity or were
unable to be handled by the group. During the year ended 31
December 2003, the amount of purchases from C & H Lanka
amounted to approximately HK$Nil (2002: HK$2,525,000).

During the year ended 31 December 2003, the aggregate value of
purchases from C & H Korea group amounted to HK$56,360,000
(2002: HK$113,363,000). This represents 8.2% (2002: 16.2%) of
the group’s total cost of sales for the year ended 31 December
2003.

The group entered into a property lease agreement with C & H
Korea for Dream INKO's principal place of business in Seoul, Korea.
The property lease agreement is for a term of one year and renewable
upon expiry. The property lease agreement is on commercial terms,
which were determined after arm’s length negotiation with reference
to current rental values applicable to the buildings in that area.

EQE (7 ‘f’/

Bé%‘é:?;EEiJr:ﬂEwL—Emﬂ%
AEEMAC & H EFWIMZ ASE8ELNS
555,000 7T (ZZZ =4 : 4,838,000 /&
) HERAEER_ZE=F+=-A=
+—AZEEFME0.1% (T4
0.9%) -

REEMC & H BEEERBLAEERITA
LeBRBBIAMSE2E T RMH R
o C & H BB E M AN B H RV K 2
B RAER - 56 LR - MER
TEERNERTISERRIEN - REE—F
E=FH T A=t+—HIFE  AEERC&H
FREISRE 2 [RATRHER IR RE A 56,360,000 /& 7T
ZET - : 110,838,000 F7C)

EAEEEE AT ERBHEAERE R
ARNEERAEREMNE - EeBETnAR
MZEETFINTF C&H Lanka » REE
—ER-F+-_A=-+—BLLFE " ﬁ
C & H Lanka ZIRBEHAZTET (=

— 4 2,52500087T) -

REBEE-_EE=F+-_A=+—HILFE -
MC & H #2E 5@ 2 BRE# 4258 456,360,000
Bt (ZZZ =4 : 113,363,000 /87T)
HEREAEEHE-_TT=F+=-A=1—
BIEFE 2 HEAKAR82% (T T —F :
16.2%) -

REEHE C & H#EBIRE Dream INKO E’\‘Eﬁ
B ERE MBI MER S RE
MERERERR—F T%Hﬂﬁ%i&a o
ZERER R IR EGRGI N - MRS
RAEERLRBERARZEETF 2 IRTHA
SRATRAEREET
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CONNECTED TRANSACTIONS (Continued) RERS (4&)
During the year ended 31 December 2003, the amount paid under REBEEZTT=F+_A=1+—HLFE
the property lease agreement amounted to HK$1,164,000 (2002: BREZVWEREREMAN 2 B E
HK$Nil). This represents 0.2% (2002: Nil) of the audited 1,164,000 7L (ZTZZF : L) -
consolidated net tangible asset value of the group as at 31 December ZeBhAEER _TE=F+-_A=1+—
2003. B2 EEZGAEBRAEFEZ02%(ZF

TF | o

After the restructuring of the businesses of C & H Korea and the HRZ-ZEZ=FNA=+H  7£C&HEF#HEITE
acquisition of Dream INKO by the group on 30 September 2003, the ~ #$E# K AEEUES Dream INKO %% - AR E A
following connected transactions between the group and C & H Korea ~ S£EEC & HEBEBEEFI Y 2 ER S (EWA
group, which have already been included in (1) and (5) above, continue ~ F X (1)ERE(B)ERN) HEFBKE BT
to constitute connected transactions as defined in the Rules Governing  EiRFES EWREA ([ ETAER ) FrREZRE
the Listing of Securities on the Main Board of the SEHK (“the Listing X5 e

Rules”).

2003
—gE=F

HK$'000
FHIT
Sales to Gina World M Gina World {5 Z $4& 14,866

Rentals paid/payable to C & H Korea Bt EMC&HERZAS 1,164

The company has been granted conditional waivers by the SEHK from  ZNA B O EE B FIA (G4 R BIgET FH
strict compliance with the Listing Rules in respect of the above connected ~ fREIERE EilEEL H 2T -
transactions.

The directors, including the independent non-executive directors, of the ~ ANAFEE (BIEBIIENTESE) CEHRE
company have reviewed the connected transactions and confirmed that: RG - WHER

(1) the connected transactions were: (1) FAERS:

(i) entered into by the group in its ordinary and usual course of () EAREE—MRERABEHPEIL
business;

(i) conducted either (A) on normal commercial terms (which (i (A) R—BEAEER(EXERG2BE
expression will be applied by reference to transactions of a LUEBBER ZEURS) #1173
similar nature and to be made by similar entities); or (B) if (BN 2 AR LR 2 X B HIET R G iR
there are not sufficient comparable transactions to judge — RGN - BB A R RIRRE T
whether they are on normal commercial terms, on terms that EEATAEE ZIGHH#ET &

are fair and reasonable so far as the shareholders of the
company are concerned; and

Dream International limited EMEERER A 8



44 - 45

=

Report of the Directors EE&H{EE

CONNECTED TRANSACTIONS (Continued)

(iii) entered into either (A) in accordance with the terms of the
relevant agreements governing such connected transaction;
or (B) where there are no such agreements, on terms no more
favourable than those available to or from independent third
parties;

(2) the aggregate amount for each type of connected transactions for
the year ended 31 December 2003 has not exceeded the higher of
HK$10 million or 3% of the audited consolidated net tangible asset
value of group as at 31 December 2003.

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

During the year ended 31 December 2003, neither the company nor
any of its subsidiaries has purchased, sold or redeemed any of the
company’s shares.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the company and the
group as at 31 December 2003 are set out in note 24 on the financial
statements.

FIVE YEAR SUMMARY
A summary of the results and of the assets and liabilities of the group for
the last five financial years is set out on pages 110 to 112.

RETIREMENT SCHEMES

Following the acquisition of a subsidiary, Dream INKO, the group
participates in a defined benefit retirement plan which covers the group’s
Korean employees.

The group also operates a Mandatory Provident Fund Scheme under
the Hong Kong Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong Kong
Employment Ordinance, and participates in various defined contribution
retirement plans organised by the relevant authorities for its employees
in the PRC.

Particulars of these retirement schemes are set out in note 25 on the
financial statements.

) ]

BEXS (&)
(i) RIFAVREZBERX S Z B IHH
AR B WEZF R - HTER
BIE =B R TR ZNGERETL

T=F+-_A=1+—RLFE"

x@ BB 5 2 BTN #EEE 10,000,000
BTRAEER _TZ=F+-_A=+—H
ZRERGABVEEFEZ 3% (U8R
ERHE) o

BE - HESEOA QT LHES
ﬁé ZE=F+-_A=t+—HIEFER K

E}ZEE@W% REBEREA - HERERAR
BIMEMIARALD -

D; D) 5”>

RITERRHEMER
EAN T&$EIF 7ZE¢+:HE+—EZ
RITER R EAERFBHR M HRRM 24 -

AFEHE
REERBENEYRFEZEENEERAR
MESHNEII0E 1128 o

ERETE
FULESHTE A 7] Dream INKO 18 @ AEE 28—
BREAEBRERES 2 R EFRERTE -
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COMPLIANCE WITH THE CODE OF BEST PRACTICE
Throughout the year 2003 the company has complied with the Code of
Best Practice as set out by the SEHK in Appendix 14 to the Listing Rules,
except that Mr. Kyoo Yoon Choi, an executive director, who was not
appointed for a specific term, and is not subject to retirement by rotation
and re-election at the company’s annual general meeting, in accordance
with the company’s articles of association.

AUDIT COMMITTEE

The audit committee comprises two independent non-executive directors
and reports to the board of directors. The audit committee meets with
the group’s senior management and external auditors regularly to review
the effectiveness of the internal control systems and the interim and
annual reports of the group.

AUDITORS

KPMG retire and, being eligible, offer themselves for re-appointment. A
resolution for the re-appointment of KPMG as auditors of the company
is to be proposed at the forthcoming Annual General Meeting.

By order of the board

Chul Hong Min
President and Chief Executive Officer
Hong Kong, 7 April 2004
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