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DIRECTORS’ REPORT

The directors present their annual report and the audited financial
statements of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) for the year ended 31st
March, 2002.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The subsidiaries
of the Company are engaged in the design, manufacture and sale
of a wide range of electronic products and in securities trading.

An analysis of the turnover and contribution to loss from operations
of the Group is set out in note 4 to the financial statements.

RESULTS
The results of the Group for the year ended 31st March, 2002 are
set out in the consolidated income statement on page 18.

DIVIDEND
The directors do not recommend the payment of a dividend for the
year.

FINANCIAL SUMMARY

A financial summary of the Group is set out on pages 78 and 79.

SHARE CAPITAL

During the year, the Company repurchased a total of 33,640,000 of
its own shares on the Stock Exchange of Hong Kong Limited. The
directors considered that, as the Company’s shares were trading at
a discount to the net assets value per share, the repurchases would
increase the net asset value per share of the Company. The
Company also issued 33,668,729 new shares as a result of the
exercise of warrants.

Details of the movements in share capital are set out in note 28 to
the financial statements.

Details of share options of the Company outstanding during the
year are set out in note 30 to the financial statements.

INVESTMENT PROPERTIES

At balance sheet date, the Group revalued its investment properties.
The corresponding surplus arising on revaluation of HK$270,000
was credited to the consolidated income statement. Details of
investment properties of the Group are set out in note 13 to the
financial statements.
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DIRECTORS’" REPORT

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment
of approximately HK$40,059,000 to expand its business. Details of
this and other movements in the property, plant and equipment of
the Group during the year are set out in note 14 to the financial
statements.

DIRECTORS AND SERVICE CONTRACTS
The directors during the year and up to the date of this report
were:

Executive directors:

Lau Sak Hong, Philip
Lau Sak Kai, Anthony
Lau Sak Yuk, Andy

Independent non-executive directors:
Ho Hau Chong, Norman
Hon Sheung Tin, Peter

In accordance with the Company's bye-law 82, Lau Sak Yuk, Andy
retires by rotation and, being eligible, offers himself for re-election
at the forthcoming annual general meeting.

No director being proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any of
its subsidiaries which is not determinable by the Group within one
year without payment of compensation (other than statutory
compensation).

The independent non-executive directors are appointed for a term
subject to retirement by rotation as required by the Company’s
bye-laws.
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DIRECTORS’ REPORT

DIRECTORS’ INTERESTS
CONNECTED TRANSACTIONS

No contract of significance to which the Company or any of its

IN CONTRACTS AND

subsidiaries was a party and in which a director 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 SECURITIES

As at 31st March, 2002, the interests of the directors in the shares
of the Company as recorded in the register maintained by the
Company pursuant to Section 29 of the Securities (Disclosure of
Interests) Ordinance (“SDI Ordinance”) were as follows:

R AR BB
Number of shares of the Company held
ol A HE 23 2 i) B g 3 BE 23
Personal Corporate Other
interests interests interests
Ay Executive directors:
21135 BR Lau Sak Hong, Philip 159,106,288 12,072,360 (a) 670,546,202 (c
- 40,401,660 (b) -

285 5K Lau Sak Kai, Anthony 146,063,718 12,072,360 (a) -

- 40,401,660 (b) -

2158 Lau Sak Yuk, Andy 137,236,431 12,072,360 (a) -

- 40,401,660 (b) -

Wi ES:  Independent non-executive directors:

o] |2 8% Ho Hau Chong, Norman - - -

M Hon Sheung Tin, Peter 778,580 - -

Bt &t Notes:

(a) ZERMYEBRMBGRE BHERREG () These shares are held through K.K. Nominees Limited, a
B CGEREMREK BEEIZIKKK]) company which is beneficially owned by Lau Sak Hong, Philip,
HE A Z 2 A K.K Nominees Limited Lau Sak Kai, Anthony and Lau Sak Yuk, Andy (hereinafter
BE- collectively with other family members referred to as the “Lau

family”).

(b) ZERMDNEBAIKRREE=ERBZ (b These shares are held through Wincard Management Services
A2 A]Wincard Management Services Limited, a company which is beneficially owned by the Lau
Limited# & ° family.

(c) ZERNDB—2RERESERHEZ (© These shares are beneficially owned directly or indirectly by

‘A APhilip Lau Holding Corporation & #
SHERE ZERETESZEEAR
ERSEREBRA L

Philip Lau Holding Corporation, a company beneficially owned
by a discretionary trust, the discretionary objects of which include
Lau Sak Hong, Philip and his associates.
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DIRECTORS’" REPORT

DIRECTORS’ INTERESTS IN SECURITIES - continued
In addition, other members of the Lau family held an aggregate of
33,215,592 shares.

Save as disclosed above and other than certain nominee shares in
subsidiaries held by directors in trust for the Company or its
subsidiaries, no director held any interest in the securities of the
Company or any of its associated corporations as defined in the
SDI Ordinance.

SHARE OPTIONS

Under the Company’s share option scheme (“Scheme”) which was
approved and adopted at the special general meeting of the
Company held on 7th April, 1997 for a period of 4 years, for the
primary purpose of providing incentives to directors and eligible
employees, the directors may grant options to any eligible
employees of the Group, including directors, of the Company and
its subsidiaries to subscribe for shares in the Company. Options
granted are exercisable within a period of five years commencing
from the date of grant of the options. The maximum number of
shares in respect of which options may be granted under the
Scheme is limited to 10% of the issued share capital from time to
time. The subscription price of the option shares is the higher of
the nominal value of the shares and an amount which is not less
than 80% of the average of the last dealt prices of the shares on
the five trading days immediately preceding the offer of the options.

No employee shall be granted an option which, if exercised in full,
would result in such employee becoming entitled to subscribe for
such number of shares, exceeding 25% of the aggregate number
of shares for the time subject to the Scheme. The offer of a grant
of share option may be accepted within 28 days from the date of
offer with a payment of nominal consideration of HK$1.00 by the
grantee. Each option gives the holder the right to subscribe for one
share at the relevant exercise price. Full amount of the subscription
price of the shares must be paid upon the exercise of options.
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DIRECTORS’ REPORT

SHARE OPTIONS - continued
A summary of the outstanding option shares granted to certain
directors and employees under the Scheme is as follows:

¥ R AT B

B S 2 B hiE
B4y ¥ H
Number of
option shares
outstanding

BrHH A7 18 jitat 4.1.2001
Date of grant Exercise price  Jand 3.31.2002
T
HK$
8.21.1997 0.12244 33,750,000
4.1.1998 0.10000 5,200,000
4.1.1998 0.10000 17,200,000
4.1.1998 0.10000 17,200,000
73,350,000
7.2.1999 0.10000 43,645,056

116,995,056

The Scheme was expired on 6th April, 2001. Options granted under
the Scheme prior to its cessation which have not been fully
exercised remain valid under such time that such options are fully
exercised or have lapsed. No options were granted or exercised
during the year.

Save as aforesaid, at no time during the year was the Company or
any of its subsidiaries a party to any arrangement to enable a 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.

Save as disclosed above, none of the directors or their associates
had any interests in any securities of the Company or any of its
associated corporations as defined in the SDI Ordinance, and none
of the directors, or their spouses or children under the age of 18,
had any right to subscribe for the securities of the Company, or
had exercised any such right during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2002, the register of substantial shareholders
maintained by the Company pursuant to Section 16 (1) of the SDI
Ordinance showed that, other than the interests disclosed above in
respect of the directors, the Company had not been notified of any
interests representing 10% or more of the Company’s issued share
capital.
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DIRECTORS’" REPORT

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

During the year, the Company purchased certain of its own shares
on The Stock Exchange of Hong Kong Limited as described in note
28 to the financial statements. The shares were repurchased
because the directors believed that it could enhance the net asset
value per share and/or earnings per share of the Company. The
shares were cancelled upon repurchase by the Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company's
listed securities during the year.

CODE OF BEST PRACTICE

The Company has complied throughout the year with the Code of
Best Practice as set out in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.

PRE-EMPTIVE RIGHTS

There is no provision 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.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group's largest customer
and five largest customers accounted for 36% and 64 % respectively
of the Group's total turnover for the year.

The aggregate purchases attributable to the Group's largest supplier
and five largest suppliers accounted for 14% and 40% respectively
of the Group's total purchases for the year.

Save as disclosed above, none of the directors, their associates, or
any shareholder (which to the knowledge of the directors owns
more than 5% of the Company's share capital) has any interest in
the Group's five largest customers or suppliers.

AUDITORS

A resolution will be submitted to the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

On behalf of the Board
Lau Sak Hong, Philip
CHAIRMAN

23rd July, 2002
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