The directors herein present their report and the
audited financial statements of the Company
and the Group for the year ended 31 March
2002.

The principal activity of the Company is
investment holding. The principal activities of the
subsidiaries consist of the design, manufacture
and sale of a wide range of toys. There were no
significant changes in the nature of the Group’s
principal activities during the year.

An analysis of the Group’s turnover and
contribution to results by principal activity and
geographical area of operations for the year
ended 31 March 2002 is set out in note 5 to the
financial statements.

The Group’s loss for the year ended 31 March
2002 and the state of affairs of the Company
and of the Group at that date are set out in the
financial statements on pages 33 to 108.

A summary of the results and assets and liabilities
of the Group for the last five financial years, as
extracted from the published audited financial
statements, is set out below. This summary does
not form part of the audited financial statements.
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Turnover

Profit/(loss) before tax

Tax

Net profit/(loss) from ordinary
activities attributable
to shareholders

Total assets
Total liabilities

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

the financial statements.

Year ended 31 March
BE=A=1-HLFE

2002 2001 2000 1999 1998
ZEE-f —TT-F —ZTTEFE -AANE —AANE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FETL FETL FET
EES 47,408 202,682 290,600 241,254 223,713
BRATET (BB)  (59,284)  (283,689) 30,286 32,029 52,649
wE - 4,354 (4,001) 11,328 (8,049)
BREREES
TG AR
/ (FER) (59,284)  (279,335) 26,195 43,357 44,600
ZR=t-8
2002 2001 2000 1999 1998
“EE-f —TT-F —ZTTTE -ANANE —-ANNE
HK$’000 HK$*000 HK$’000 HK$*000 HKS$'000
THT THET FTET FTET THET
BEE 127,116 141,004 392,552 259,855 192,757
Baff (255,512)  (210,576)  (163,841)  (114,032) (80,767)
(128,396) (69,572) 228,711 145,823 111,990
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Details of movements in the Company’s share
capital, share options and warrants during the
year, fogether with the reasons therefor, are set
out in note 25 to the financial statements.

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.

As at 31 March 2002, the Company had no
reserves available for cash distribution and/or
distribution in specie as computed in accordance
with the Companies Act of Bermuda. However,
the confributed surplus may be distributed in
cerfain circumstances which the Company is
presently unable to meet, while the share
premium of the Company may be distributed in
the form of fully paid bonus. As at 31 March 2002,
the Company’s contributed surplus and share
premium account amounted to HK$112,906,000
in aggregate.

In the year under review, sales to the Group’s
five largest customers accounted for 34% of the
fotal sales for the year and sales to the largest
customer included therein accounted for
approximately 12%.

In the year under review, purchases from the
Group’s five largest suppliers accounted for 47%
of the total purchases for the year and purchases
from the largest supplier included therein
accounted for approximately 28%.
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None of the directors of the Company or any of
their associates or any shareholders (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 customers or five largest suppliers during
the year.

The directors of the Company during the year
were;

Lo Ming Chi, Charles (Chairman)
Yu Wai Man
(appointed on 11 April 2001)
Chin Wai Keung, Richard
(resigned on 11 April 2001)
Chan Chun Hong, Thomas
(resigned on 24 August 2001)

Wu Wing Kit
Wong Kwok Tai

(appointed on 24 August 2001)
Yuen Chi Choi

(resigned on 24 August 2001)

Chin Wai Keung, Richard
(appointed on 11 April 2001 and
resigned on 21 December 2001)

In accordance with Bye-law 86(2) of the
Company’s Bye-laws, Mr. Wong Kwok Tai will
retire and, being eligible, will offer himself for re-
election at the forthcoming annual general
meeting.
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In accordance with Bye-law 87(1) and 87(2) of
the Company’s Bye-laws, Mr. Wu Wing Kit will
retire by rotation and, being eligible, offer himself
for re-election at the forthcoming annual general
meeting.

The directors of the Company, including the
independent non-executive directors but
excluding the Chairman of the board of directors,
are subject to retirement by rotation and re-
election in accordance with the provisions of the
Company’s Bye-laws.

Biographical details of the directors of the
Company and the senior management of the
Group are set out on pages 9 to 11 of the annual
report.

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, other than staftutory
compensation.

Save as disclosed in note 33 to the financial
statements, no director had a material inferest,
in any contract of significance to the business of
the Group fo which the Company, its holding
company, or any of its subsidiaries was a party
during the year.
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Neither the Company, nor any of its subsidiaries
purchased, redeemed or sold any of the
Company'’s listed securities during the year.

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

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 recorded
in the register that was required to be kept under
Section 29 of the Securities (Disclosure of
Interests) Ordinance (the “SDI Ordinance”) or as
otherwise noticed to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed
Companies.

Apart from as disclosed under the heading
“Share option scheme” below, 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 children under 18 years of
age, or were any such rights exercised by them;
or was the Company, its holding company, or
any of its subsidiaries a party to any arrangement
to enable the directors to acquire such rights in
any other body corporate.
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Pursuant to a share option scheme adopted by
the Company on 17 February 1998 (the
“Scheme”), the directors of the Company were
authorised, on or before 16 February 2008, at their
discretion to invite any employees, including the
executive directors of the Company or any of its
subsidiaries, to take up options to subscribe for
shares of the Company. The subscription price
will be the higher of 80% of the average of the
closing price of the Company’s shares on the
Stock Exchange for the five frading days
immediately preceding the date of the offer of
the option or the nominal value of the shares.
HK$1.00 is payable by the grantee upon
acceptance of the grant of options. The
maximum number of shares in respect of which
options may be granted under the Scheme may
not exceed, in nominal amount, 10% of the issued
shares of the Company from time to time which
have been duly allotted and issued. The
maximum number of shares in respect of which
options may be granted to any one employee
or director may not exceed 25% of the
aggregate number of shares in respect of which
options are issued and issuable under the
Scheme.

On 23 August 2001, the Stock Exchange
announced amendments to Chapter 17 of the
Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the
“Listing Rules”) in respect of share option
schemes, which came into effect on 1 September
20071. To comply with the amendments to the
Listing Rules, the directors intend to terminate the
Scheme and to adopt a new share option
scheme.
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The following share options were outstanding
under the Scheme during the year:

Number of share opfions
EREHR

Name or At Lapsed At
category of parficipant 1 April 2001 during 31 March 2002
48% R-E%-& theyear H-ZEZF
ZRIER mA-H ERg¥  =A=t-A
Former directors.
HEES
Mr. Chon Chun Hung? 30,000,000 (30,000,000) -
Bk i

50,000,000 (50,000,000) -
Ms. Wong Kin Ching? 16,000,000 (16,000,000) -
RAN

96,000,000 (96,000,000) -
Other employess:
HiES:
In aggregate 13,700,000 - 13,700,000
af

109,700,000 (96,000,000) 13,700,000
Tofal 4t 109,700,000 (96,000,000) 13,700,000

*%

The vesting period of the share options is from
the date of the grant until the commencement

of the exercise period.

The price of the Company’s shares disclosed as
at the date of the grant of the share options is
the Stock Exchange closing price on the trading
day immediately prior fo the date of the grant

of the share opftions.
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e The exercise price of the share options is subject
to adjustment in the case of right or bonus issues,
or ofher similar changes in the Company’s share
capital.

# Mr. Chan Chun Hung and Ms. Wong Kin Ching
resigned from the Group and their options were
lapsed in accordance with the terms of the
Scheme.

The financial impact of share options granted is
not recorded in the Company’s or the Group’s
balance sheet until such time as the share
opftions are exercised, and no charge is recorded
in the profit and loss account or balance sheet
for their cost. Upon the exercise of the share
options, the resulting shares issued are recorded
by the Company as additional share capital at
the nominal value of the shares, and the excess
of the exercise price per share over the nominal
value of the shares is recorded by the Company
in the share premium account. Share options
which are lapsed prior to their exercise date are
deleted from the register of outstanding options.

At the balance sheet date, the Company had
13,700,000 share options outstanding under the
Scheme. The exercise in full of the outstanding
share options would, under the present capital
structure of the Company, result in the issue of
13,700,000 additional shares of HK$0.01 each at
a total consideration, before issue expenses, of
approximately HK$630,000, subject to adjustment.,
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As at 31 March 2002, the following interests of
10% or more of the share capital of the Company
were recorded in the register of interests required
tfo be kept by the Company pursuant fo Section
16(1) of the SDI Ordinance:

Name

=1

Baxter Resources S.A.

On 24 November 2000, Baxter Resources S.A.
("Baxter”) pledged 1,565,140,000 ordinary shares
of HKS$0.01 each in the Company (the “Pledged
Shares”) to E-Bigger Investments Limited (“E-
Bigger”), an independent third party, to secure
loan facilities granted by E-Bigger to Baxter for
its own financial use. Baxter was beneficially
owned as to 756% by Mr. Chan Chun Hung and
as to the remaining 25% by Ms. Wong Kin Ching.
They were former directors of the Company.
Subsequent to the balance sheet date, Baxter
had defaulted in payment of the outstanding
debt and E-Bigger enforced the security and
disposed of all the Pledged Shares to
independent third parties on 14 May 2002. At
the date of this report, Baxter had ceased fo
hold any shares in the Company.

During the year and up to the date of this report,
no directors were considered to have an interest
in a business which competes or is likely to
compete, either directly or indirectly, with the
businesses of the Group. as defined in the Listing
Rules, other than those businesses of which the
directors of the Company were appointed as
directors to represent the inferest of the
Company and/or the Group.
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Details of the significant post balance sheet
events of the Group are set out in note 32 to the
financial statements.

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, 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 refirement by rotation in
accordance with the Company’s Bye-laws.

The Company has an audit committee which was
established in accordance with the requirements
of the Code, for the purposes of reviewing and
providing supervision over the Group’s financial
reporting process and internal controls. The audit
committee comprises Messrs. Wu Wing Kit and
Wong Kwok Tai, the independent non-executive
directors of the Company.

Ernst & Young retire and a resolution for their re-
appointment as auditors of the Company will be
proposed at the forthcoming annual general
meeting.

ON BEHALF OF THE BOARD

Lo Ming Chi, Charles
Chairman

Hong Kong
19 July 2002
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