The Directors have the pleasure of presenting the
annual report together with the audited financial
statements of Fujikon Industrial Holdings Limited
(“the Company”) and its subsidiaries (together “the
Group”) for the year ended 31st March, 2002.

The Company is an investment holding company. Its
subsidiaries are principally engaged in the design,
manufacture, marketing and trading of electro-
acoustic products, accessories and other electronic

products.

For the year ended 31st March, 2002, the five largest
customers accounted for approximately 48% of the
Group’s total turnover and the five largest suppliers
of the Group accounted for less than 30% of the
Group’s total purchases. The largest customer to the
Group accounted for approximately 22% of the
Group’s total turnover. None of the directors, their
associates, or any shareholders (which, to the
knowledge of the Directors, owned more than 5% of
the Company’s share capital) had a beneficial interest

in the Group’s five largest customers.

Details of the Group’s results for the year ended 31st
March, 2002 are set out in the consolidated income

statement on page 56 of this annual report.

An interim dividend of 2.5 cents per ordinary share
was paid during the year. The Directors recommend
the payment of a final dividend and a special dividend
of 4.5 cents and 3 cents respectively per ordinary
share, which will bring the total dividend for the year
ended 31st March, 2002 to $35,960,000.

EERRRET LRERERARAF ([AL
AlLL) SO~ R (B AR ) BE %
TARZ A A H R AR 2 AR R B
%o

Anm - HEEERAF HHE AR 2 %
S5 w ~ B R T N B R R - A
HoAl % 1 7E i o

MRE-ZZHE=A=Z+—HIEE AEH
HRE PG AL A8 R 4048% » T A% 1
KA R i A A B B AR D IR 30% o A 2
R % P AL A S B M SR 49 22% - H 1
W e A A FBERC o 3 = 9 R A A ) Ak
K@% H ) MM AL 2 K% F oA 'R

o

K

B

AEERE -FFHE=A=F—HILEREZE
BN A RS0 H LA B R & -

A TR UREE o A A A A 2. 5l o g
ik 3 T R 2 A0 FBCJS B FBJE A T 4.5
il B3 B B e —FF A=A = HAREE
Z M S 4% /4 35,960,0007C ©



Details of movements in share capital and share
options of the Company are set out in Notes 20 and
21, respectively, to the accompanying financial

statements.

Movements in reserves of the Group and the Company
during the year are set out in Note 22 to the
accompanying financial statements. Movements in
retained profit of the Group during the year are set
out in the consolidated income statement on page

56 of this annual report.

As at 31st March, 2002, the Company’s reserves of
approximately $138,800,000 (subject to provisions
of the Companies Act 1981 of Bermuda (as
amended)) and retained profit of approximately
$3,041,000 were available for distribution to the

Company’s shareholders.

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s

listed shares up to the date of this report.

There is no provision for pre-emptive rights under

the Company’s Bye-laws and the laws in Bermuda.

Particulars of the Company’s subsidiaries are set out

in Note 13 to the accompanying financial statements.

Details of movements in property, machinery and
equipment during the year are set out in Note 11 to

the accompanying financial statements.
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During the year, the Group made charitable

contributions of approximately $154,000.

Particulars of bank loans as at 31st March, 2002 are
set out in Note 17 to the accompanying financial

statements.

Particulars of retirement schemes are set out in Note

25 to the accompanying financial statements.

A summary of the Group’s financial information is

set out on page 2 of this annual report.

Certain related party transactions disclosed in Note
3 to the accompanying financial statements
constituted connected transactions under Chapter 14
of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“the
Listing Rules”). Details of such connected transactions

are as follows:

1. Transactions with The Bright Printing Press
and Paper Products Limited (“Bright Printing”)

Bright Printing is ultimately owned as to 51%
by Mr. Yeung Chi Hung, Johnny, Mr. Yuen Yee
Sai, Simon, and Mr. Chow Man Yan, Michael,
directors of the Company, and as to the
remaining 49% by an independent third party
not connected with the Directors, chief
executive and substantial shareholders of the
Company or any of its subsidiaries, or any of
their respective associates. Bright Printing is
principally engaged in the printing,
manufacturing and selling of paper products

and labels.
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Transactions with The Bright Printing Press
and Paper Products Limited (“Bright Printing”)
(Cont’d)

The Group has purchased printing products
from Bright Printing amounting to
approximately $7,842,000 and sold packaging
materials to Bright Printing amounting to
approximately $77,000 during the year ended
31st March, 2002.

These transactions are of a recurring nature
and continue after the listing of the shares of
the Company on The Stock Exchange of Hong
Kong Limited. The Directors consider these
transactions have been conducted in the
ordinary and usual course of business of the
Group on normal commercial terms and the
continuation of these transactions in the future

will be beneficial to the Group.

Transactions with Yuyao Shun-Tai
Telecommunication Material Company Limited
(“Shun-Tai Telecom”)

Shun-Tai Telecom is 30% owned by Yuyao City
Shun-Tai Industrial Trading Co., Ltd. (“Shun-
Tai Industrial”). The remaining 70% of the
registered capital of Shun-Tai Telecom is owned
by an independent third party who is not
connected with the Directors, chief executive
and substantial shareholders of the Company
or any of its subsidiaries, or any of their
respective associates. Shun-Tai Telecom is
principally engaged in the manufacture of

electrical cables.

Shun-Tai Industrial holds 30% of the registered
capital of Ningbo Fusion Electrical Material Co.,
Ltd. (“NFE”). The remaining 70% of the
registered capital of NFE is held by a wholly
owned subsidiary of the Company. NFE is,

therefore, a subsidiary of the Company.

ST W0 o X0 A A R A (T 0
AAH]) BTZ2ES (H)

REE-ZEZ_HF=H=+—HILFE
N A A B ) i WA R B R S A
7,842,0007% . EP il & K ] S W Al =X BB
B B B 4177,00000 2 5 b R

%55 58 by B AR A AR 2 R e AR e
W WA 58 o B A IR R b AR AR AR
GRS 3 VTR S ULE S TEE ST
A H W ET AR ETT 0 R
HEAT %55 K o i A B T 52 4 o

HEAmkmaERSMARAE ([HAE
i) ) AT Z K5

FEA EM30% M m A Hi 5 G TEAR

nAl ([5G TR B4 M5 G &gk T
70%xE M & A fhy B AR 20 =] sl H A Ao IS 2
AlZERE FETEA R R 8
EENEPA VN 'E b Ay
HH-BAEMEERFREER-

E

56 LR S 5% B EM B R A A
([F W HEFE]) 30%qE Mt A » 117 B8 o 7%
BT Z70%F M AR B A AR —H2E
BB AT o PRI SRR E SR AN W 2
Wif Ja§ 2~ ] o



Transactions with Yuyao Shun-Tai
Telecommunication Material Company Limited
(“Shun-Tai Telecom”) (Cont’d)

On 19th October 2001, the threshold for
mandatory general offers under the Code on
Takeovers and Mergers and Share Repurchases
of Hong Kong (“the Takeovers Code”) was
lowered, with immediate effect from that date,
to 30%. This resulted in an automatic lowering
of the percentage threshold set out in the
definition of “associate” in the Listing Rules,
and as a result of such change, Shun-Tai
Telecom became a connected person of the
Company on that date, and transactions
between either Fujikon Industrial Company
Limited (“FIC”) or NFE and Shun-Tai Telecom

became connected transactions.

Following the change to the Takeovers Code,
FIC and NFE have entered into the following
transactions with Shun-Tai Telecom which

became connected transactions:

(a) purchases of goods: FIC purchased
cables manufactured by Shun-Tai
Telecom, for a total consideration of
approximately $6,383,000 from Shun-Tai
Telecom between 19th October, 2001
and 31st March, 2002. The cables are
part of the materials required for the

production of the products of FIC; and

(b) sales of goods: NFE sold PVC beads and
wires for a total sale price of
approximately $1,391,000 to Shun-Tai
Telecom between 19th October, 2001
and 31st March, 2002. The PVC beads
and wires manufactured by NFE are
made from the materials purchased from

independent third parties.
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Transactions with Yuyao Shun-Tai
Telecommunication Material Company Limited
(“Shun-Tai Telecom”) (Cont’d)

The Directors consider the above transactions
have been conducted in the usual and ordinary
course of business of the Group on normal
commercial terms. The Directors are of the
view that as far as the shareholders of the
Company are concerned, these transactions are
fair and reasonable and in the best interests of

the Company and its shareholders as a whole.

Acquisition of fixed assets and inventories

from Shun-Tai Telecom

On 7th March, 2002, Shun-Tai Telecom sold
its fixed assets used for the production of
cables and its inventories at an aggregate
consideration of approximately RMB10,446,000
(equivalent to approximately $9,949,000) to
NFE.

The consideration was determined on the basis
of the independent valuation of the fixed assets
appraised by Sallmanns (Far East) Limited, an
independent valuer, as at 1st December, 2001
and the valuation of the inventories appraised
by NFE as at 1st February, 2002.

The acquisition is in the ordinary course of
business of NFE to integrate its production of
the cables and forms part of the Group’s long-
term strategy of implementing vertical
integration and streamlining its production

process.
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3. Acquisition of fixed assets and inventories
from Shun-Tai Telecom (Cont’d)

The Directors understand that Shun-Tai
Telecom will cease its manufacturing process
for cables upon completion of the acquisition.
On completion of the acquisition, the ongoing
connected transactions between Shun-Tai
Telecom and each of FIC and NFE, the
particulars of which were described in Note 2
above, will cease because NFE will have the
equipment necessary for the production of the
cables, following completion of the acquisition.
It is expected, therefore, that the acquisition
will reduce the Group’s purchasing costs of

the cables.

The Directors consider that the acquisition was
entered into in the usual and ordinary course
of business of the Group. The terms of the
acquisition were negotiated on an arm’s length
basis and on normal commercial terms between
the parties involved. The Directors (including
the independent non-executive directors) are
of the view that as far as the shareholders of
the Company are concerned, the acquisition is
fair and reasonable and in the best interests of

the Company and its shareholders as a whole.

Pursuant to the requirements set by The Stock
Exchange of Hong Kong Limited for waivers granted
to the Group from strict compliance with the relevant
requirements as set out in Chapter 14 of the Listing
Rules, the connected transactions mentioned in Notes
1 and 2 above for the year ended 31st March, 2002
have been reviewed by the independent non-executive
directors of the Company, and have been approved

by the Board of Directors.
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The directors who held office during the year and up

to the date of this report are:

Executive directors

Mr. Yeung Chi Hung, Johnny
Mr. Yuen Yee Sai, Simon

Mr. Chow Man Yan, Michael

Mr. Wong Sau Lik, Weeky Peter
Mr. Tsang Yiu Wah

Mr. Ng Kwong Hing

Non-executive director

Dr. Lui Ming Wah (Appointed on 29th August, 2001)

Independent non-executive directors

Dr. Lui Ming Wah (Resigned on 29th August, 2001)
Dr. Chang Chu Cheng
Mr. Che Wai Hang, Allen

In accordance with the Bye-laws of the Company,
Dr. Lui Ming Wah, Dr. Chang Chu Cheng, and Mr.
Che Wai Hang, Allen will retire from office and, being
eligible, offer themselves for re-election. All other

remaining directors continue in office.

All executive directors entered into service contracts
with the Company for a term of three years
commencing from 1st April, 2000, which continue
thereafter until terminated by either party. Other than
these service contracts, none of the Directors have
an unexpired service contract with the Company
which is not terminable by the Company within one
year without payment of compensation other than

statutory compensation.
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The non-executive director and the independent non-
executive directors are not appointed for a specific
term, but are subject to retirement by rotation and
re-election at the annual general meeting in
accordance with the provisions of the Company’s

Bye-laws.
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As at 31st March, 2002, the directors of the Company  AZZZ-H=H = +—H KA FARIEER
had the following beneficial interests in the shares  #EHf ) W0 ([ BTG O] 5200 Tk~
with par value of $0.1 each in the capital of the  #HFZEZMIITH AN EEE A AL AR
Company within the meaning of the Securities  AF&REEO. 1T BMHHER (THEABEEER
(Disclosure of Interests) Ordinance (“the SDI &%) T :
Ordinance”), as recorded in the Register of Directors’
Interests required to be kept by the Company
pursuant to Section 29 of the SDI Ordinance.
Type of interest Percentage
BE 22 of shares
Personal Corporate outstanding
Name interests interests Total AT RMH
4 PN E Ak £ Bt ZHAK
Mr. Yeung Chi Hung, Johnny ¥ 3 e S AR 6,091,000 211,714,500 (a) 217,805,500 60.569%
Mr. Yuen Yee Sai, Simon T8 T A S R 6,091,000 211,714,500 (a) 217,805,500 60.569%
Mr. Chow Man Yan, Michael JE s et 6,091,000 211,714,500 (a) 217,805,500 60.569%
Mr. Wong Sau Lik, Weeky Peter EF Ik — 13,485,000 (b) 13,485,000 3.75%
Mr. Tsang Yiu Wah WOV # e R — 13,485,000 (c) 13,485,000 3.75%
Mr. Ng Kwong Hing B JE Lo AR — 6,742,500 (d) 6,742,500 1.875%
Notes: WAt -
a. These shares are held by Acoustic Touch Limited  a. % % I 1 B Acoustic Touch Limitedf¥ 4 > #%
which is ultimately owned as follows: SR BB T i SRR AT
(i) one-third by Golden Hope Financial Limited (i) —4»Z — i Golden Hope Financial
which is, in turn, wholly-owned by Mr. Yeung Limited$F 47 » 3% 2 6 di 85 5 b e A 2
Chi Hung, Johnny. BHEA o
(ii) one-third by Shinning Fairview Holdings Inc. (ii) =4 Z — M Shinning Fairview
which is, in turn, wholly-owned by Mr. Yuen Holdings Inc. %57 » &% /2 &) 1 I 1 48 4
Yee Sai, Simon. hAEHA -
(iii)  one-third by Coral Sea Group Limited which (iii) =4 Z—HCoral Sea Group Limited

is, in turn, wholly-owned by Mr. Chow Man
Yan, Michael.
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Notes: (Cont’d)

b. Mr. Wong Sau Lik, Weeky Peter held the shares
through Miracle Journey Corp., a corporation in

which he is the sole shareholder.

c. Mr. Tsang Yiu Wah held the shares through Mighty
Media Limited, a corporation in which he is the sole

shareholder.

d. Mr. Ng Kwong Hing held the shares through Mys
Finance Limited, a corporation in which he is the

sole shareholder.

Save as disclosed above, the Company had no notice
of any interests required to be recorded under Section
29 of the SDI Ordinance as at 31st March, 2002.

The Company has a share option scheme, under
which it may grant options to employees of the Group
(including executive directors of the Company) to
subscribe for shares in the Company. Details of the
scheme are set out in Note 21 to the accompanying

financial statements.
Summary of the share option scheme (“the Scheme”)
adopted on 23rd March, 2000 disclosed in accordance
with the Listing Rules was as follows:
1. Purpose of the Scheme

As incentive or rewards to eligible employees

2. Eligible employee of the Scheme

Full-time employee or executive directors of

the Company or any of its subsidiaries

b. £ A E B2 EHEAT 2 Miracle Journey
Corp. F547 ie ff3 o

c. BR300 0 2 W AT 2 Mighty Media
Limited®# 47 £
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Limited 47 1 fi o
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Total number of shares available for issue
under the Scheme and percentage of issued
share capital as at 31st March, 2002

33,550,000 shares (9.33% of issued share
capital)

Maximum entitlement of each participant

under the Scheme

25% of the maximum aggregate number of the
shares of the Company for the time being

issued and issuable under the Scheme

The period within which the shares must be

taken up under an option

Commencing on the date of grant of an option
and expiring at the close of business on the

tenth anniversary thereof

The minimum period for which an option must

be held before it can be exercised

N/A

The amount payable on application or
acceptance of the option and the period within
which payments or calls must or may be made

or loans for such purposes must be repaid

A remittance in favour of the Company of $1.00
on or before the date of acceptance stated in

the offer of an option
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The basis of determining the exercise price

The exercise price is determined by the board

of directors and being not less than the higher

of:

a. 80% of the average of the closing price
of the shares quoted on The Stock
Exchange of Hong Kong Limited on the
five trading days immediately preceding
the date of offer of an option; and

b. the nominal value of the shares

The remaining life of the Scheme

The Scheme was adopted on 23rd March, 2000
and will end at the close of business on the

tenth anniversary thereof

The fair value of the options granted in the current

year totalled approximately $5,112,000. The following

significant assumptions were used to derive the fair

values using the Black-Scholes Model:

(i)

(ii)

(iii)

(iv)

the expected life is estimated to be 9 years

from the date of grant;

no dividend will be paid out during the expected

life of the options;

the risk-free rate used is 5.92%, being the yield
of the Hong Kong Exchange Fund Notes for a

period of about 10 years; and

the expected volatility used is 40.5%, which
represents the standard deviation of the daily
closing share prices of the Company within 26
months from the date of commencement of
dealings in its shares in The Stock Exchange

of Hong Kong Limited.
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In assessing the aggregate value of the share options, & F Al M B HE 2 Z(E IRF > 3 45 H 4% 0T A 1 MO ik
no adjustment has been made for possible future i {E tH 58 % o 38 5 2% 170 7 41 ok 20 70 T 452 B P A 2
forfeiture of the options. No charge is recognised in {& {7 52 AT 7 411 36

the profit and loss account in respect of the value of

options granted during the period.

It should be noted that the value of options calculated & 7 I & A& 2 # J5 & R #& T & &% #% Black-
using the Black-Scholes Model is based on various  Scholest z{ 55 i i 2 & (B - 1M 4F 7 4% 1 i Mk
assumptions and is only an estimate of the value of 2 (A 1% £ At 8 > MO I HEAR 552\ r 288 i 5 ) s
share options granted during the year. It is possible I & &% Black-Scholesti =\ F15& 2 (E{EHH A [ -
that the financial benefit accruing to the grantees of
options will be considerably different from the value

determined under the Black-Scholes Model.

As at the date of this report, the share options granted A H > 82 730 g A A 5l 8 H 554 2 IR
to and held by the directors of the Company are as  WF:

follows:
Number of share options granted
A% i i B HE B H
Granted  Exercised
Subscription Beginning during during

Name price per shares of year the year the year End of year
¥ 5 B¢ 8 Jok ER ER B SERAT B %
Mr. Yeung Chi Hung, Johnny H A5 M S A $1.2875¢ (i) 6,000,000 — — 6,000,000
$0.5047C (ii) — 1,560,000 — 1,560,000
Mr. Yuen Yee Sai, Simon TR A 5 2R $§1.2875t (i) 6,000,000 — — 6,000,000
$0.5047C (ii) — 1,560,000 — 1,560,000
Mr. Chow Man Yan, Michael J - e §1.2877t (i) 6,000,000 — — 6,000,000
$0.5047C (ii) — 1,560,000 — 1,560,000
Mr. Wong Sau Lik, Weeky Peter T 7 Jj ik $1.2877C (i) 1,200,000 — — 1,200,000
$0.5047C (ii) — 300,000 — 300,000
Mr. Tsang Yiu Wah WM $1.2877t (i) 1,200,000 — — 1,200,000
$0.5047C (ii) — 300,000 — 300,000
Mr. Ng Kwong Hing 5 o B 5 $1.2877C (i) 800,000 — — 800,000
$0.5047C (ii) — 200,000 — 200,000
21,200,000 5,480,000 — 26,680,000

(i)  The options are exercisable at any time during (i)  BEMEAR -ZEZZERLA HH - FF
the periods from 2nd May, 2000, 2nd May, 2001 —HEAAZHE_FEZ _FAAHEZ
or 2nd May, 2002 to 1st May, 2010. F—FAETH — B 2 ) E b A7 o

(ii) The options are exercisable at any time during (i) HEEIR -FF—FLH - +=HE
the period from 23rd July, 2001 to 22nd July, F——HLHZ T H MRS R AT
2011.



Save as disclosed above, at no time during the year
was the Company or any of its subsidiaries or holding
companies a party to any arrangements to enable
any of the Company’s directors or chief executives
to acquire benefits by means of the acquisition of
shares in, or debt securities (including debentures)

of, the Company or any other body corporate.

Save as disclosed in the preceding paragraph and
Note 3 to the accompanying financial statements, no
contracts of significance in relation to the Group’s
business to which the Company or any of its
subsidiaries or holding companies was a party and
in which any of the Company’s directors or chief
executives had a material interest, whether directly
or indirectly, subsisted at the end of the year or at

any time during the year.

In the opinion of the Directors, there is no such

competing business as defined by the Listing Rules.

As at 31st March, 2002, the following entities (not
being a director or chief executive of the Company)
had registered an interest in 10% or more of the

issued share capital of the Company:

Name

Ex

Acoustic Touch Limited (a)
Silverfun Property Limited (b)
Shinning Fairview Holdings Inc. (c)
Coral Sea Group Limited (c)
Golden Hope Financial Limited (d)
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211,714,500 58.875%
211,714,500 58.875%
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211,714,500 58.875%



Notes:

These shares are held by Acoustic Touch Limited

which is ultimately owned as follows:

(i) one-third by Golden Hope Financial Limited
which is, in turn, wholly-owned by Mr. Yeung

Chi Hung, Johnny.

(ii) one-third by Shinning Fairview Holdings Inc.
which is, in turn, wholly-owned by Mr. Yuen
Yee Sai, Simon.

(iif)  one-third by Coral Sea Group Limited which

is, in turn, wholly-owned by Mr. Chow Man

Yan, Michael.

Silverfun Property Limited is the sole shareholder of
East Sino Consultants Limited, Artbo Industries
Group Limited and Loyal Fair Group Limited which,
together, own one-third of the issued shares of
Acoustic Touch Limited. It is therefore deemed, under
the SDI Ordinance, to be interested in all the shares
held by Acoustic Touch Limited. Silverfun Property
Limited is wholly-owned by Golden Hope Financial
Limited which is, in turn, wholly-owned by Mr. Yeung

Chi Hung, Johnny.

Shinning Fairview Holdings Inc. and Coral Sea Group
Limited are the immediate shareholders of one-third
each of the issued shares of Acoustic Touch Limited.
They are therefore deemed, under the SDI Ordinance,
to be interested in all the shares held by Acoustic
Touch Limited. Shinning Fairview Holdings Inc. is
wholly-owned by Mr. Yuen Yee Sai, Simon and Coral
Sea Group Limited is wholly-owned by Mr. Chow
Man Yan, Michael.

Golden Hope Financial Limited is the sole
shareholder of Silverfun Property Limited. It is
therefore deemed, under the SDI Ordinance, to be
interested in all the shares held by Acoustic Touch
Limited. Golden Hope Financial Limited is wholly-

owned by Mr. Yeung Chi Hung, Johnny.

Save as disclosed above, the Company had no notice

of any interests to be recorded under Section 16 (1)
of the SDI Ordinance as at 31st March, 2002.
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No contract concerning the management and
administration of the whole or any substantial part of
the business of the Company was entered into or

existed during the year.

The Company established an Audit Committee in
March 2000 and has formulated its written terms of
reference in accordance with the requirements of The
Stock Exchange of Hong Kong Limited. The members
of the Committee are Dr. Lui Ming Wah, being non-
executive director of the Company, and Dr. Chang
Chu Cheng and Mr. Che Wai Hang, Allen, being
independent non-executive directors of the Company.
The primary duties of the Audit Committee are to
review the Company’s annual report and half-year
reports. It is also responsible for reviewing and
supervising the Company’s financial reporting and

internal control procedures.

In the opinion of the Directors, the Company has
complied with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules of The Stock
Exchange of Hong Kong Limited throughout the year
ended 31st March, 2002, save that non-executive
director and independent non-executive directors of
the Company are not appointed for a fixed term but
are subject to retirement by rotation and re-election
at the annual general meeting of the Company in
accordance with the provisions of the Company’s

Bye-laws.
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Messrs. Arthur Andersen & Co audited the financial
statements of the Company for the years ended 31st
March, 1999, 2000 and 2001.
Arthur Andersen & Co resigned as the

During the year,
Messrs.
auditors of the Company and the Company’s directors
appointed Messrs. PricewaterhouseCoopers to fill the
casual vacancy in a directors’ meeting. The financial
statements for the year ended 31st March, 2002 have
been audited by Messrs. PricewaterhouseCoopers who
retired and, being eligible, offer themselves for

reappointment.

On behalf of the Board of Directors,
YEUNG CHI HUNG, JOHNNY

Chairman

Hong Kong, 12th July, 2002.
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