Report of the Directors

The Directors have the pleasure of presenting the annual report
together with the audited accounts of Fujikon Industrial
Holdings Limited (“the Company”) and its subsidiaries (together
“the Group"”) for the year ended 31 March 2003.

PRINCIPAL ACTIVITIES

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 and property holding.

An analysis of the Group’s performance for the year by business

and geographical segment is set out in Note 30 to the accounts.

CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2003, the five largest customers
accounted for approximately 38% 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 15% 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) of the Company

had a beneficial interest in the Group’s five largest customers.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31 March
2003 are set out in the consolidated profit and loss account on

page 49 to the accounts.

An interim dividend of HK2.5 cents per ordinary share was
paid during the year. The Directors recommend the payment of
a final dividend of HK4.5 cents per ordinary share, which will
bring the total dividend for the year ended 31 March 2003 to
HK$25,550,000.
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SHARE CAPITAL AND SHARE OPTIONS

Details of movements in share capital and share options of the
Company are set out in Notes 23 and 24, respectively, to the

accounts.

RESERVES AND RETAINED PROFIT

Movements in reserves of the Group and the Company during

the year are set out in Note 25 to the accounts.

As at 31 March 2003, the Company’s reserves of approximately
HK$138,800,000 (subject to provisions of the Companies Act
1981 of Bermuda (as amended)) and retained profit of
approximately HK$3,784,000 were available for distribution to

the Company's shareholders.

PURCHASE, SALE OR REDEMPTION OF SHARES

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.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s

Bye-laws and the laws in Bermuda.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in Note

14 to the accounts.

PROPERTY, MACHINERY AND EQUIPMENT

Details of movements in property, machinery and equipment

during the year are set out in Note 12 to the accounts.

BANK LOANS

Particulars of bank loans as at 31 March 2003 are set out in

Notes 19 and 22 to the accounts.

RETIREMENT SCHEMES

Particulars of retirement schemes are set out in Note 28 to the

accounts.
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FINANCIAL SUMMARY

A summary of the Group's financial information is set out on

page 3 of this annual report.

CONNECTED TRANSACTIONS

Certain related party transactions disclosed in Note 3 to the
accounts 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 97% 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 3% 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.

The Group has purchased printing products from Bright
Printing amounting to approximately HK$7,780,000 and
sold packaging materials to Bright Printing amounting
to approximately HK$4,000 during the year ended 31
March 2003.

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.
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CONNECTED TRANSACTIONS (Continued)

(1)

(2)

Transactions with The Bright Printing Press and
Paper Products Limited ("Bright Printing”)
(Continued)

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 above for the year ended 31
March 2003 have been reviewed by the independent non-
executive directors and the auditors of the Company, and

have been approved by the Board of Directors.

Financial assistance to Ningbo Fusion Electrical
Material Co., Ltd. (“NFE")

NFE is a sino-foreign equity joint venture enterprise
established in the PRC, the registered capital of which is
held as to 70% by Fujikon Electrical Limited (“FEL"), a
wholly owned subsidiary of the Company, and the
remaining 30% by Yuyao City Shun-Tai Industrial Trading
Co., Ltd. (“Shun-Tai Industrial”).

On 25 September 2002, a bank (“the Bank"”) agreed to
extend a revolving loan facility of up to US$4,000,000 to
NFE. On 19 November 2002, the Company and FEL (“the
Guarantors”) provided full corporate guarantee (“the
Guarantee”) in favour of the Bank in respect of the facility
extended to NFE. The Guarantee shall remain in full force
and effect until NFE shall have duly performed and

discharged its obligations and liabilities under the facility.

Given that financial assistance provided by the Guarantors
to NFE exceeds the proportional interest of the Company
in NFE, the grant of the Guarantee constitutes a
connected transaction under Rule 14.26 of the Listing

Rules.

At the special general meeting of the Company held on
11 November 2002, the Guarantee was approved by the

shareholders of the Company.
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CONNECTED TRANSACTIONS (Continued)

(2) Financial assistance to Ningbo Fusion Electrical
Material Co., Ltd. (“NFE") (Continued)

As Shun-Tai Industrial has provided pro rata counter
indemnity to the Guarantors, the Directors are of the
view that the grant of the Guarantee is on normal

commercial terms.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS
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

Independent non-executive directors

Dr. Chang Chu Cheng
Mr. Che Wai Hang, Allen

In accordance with the Bye-laws of the Company, Mr. Yeung Chi
Hung, Johnny, Mr. Yuen Yee Sai, Simon and Mr. Chow Man Yan,
Michael 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 1 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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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS (Continued)

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.

DIRECTORS’ INTERESTS IN SHARES
As at 31 March 2003, the directors of the Company had the

following interests in the share capital of the Company and its
associated corporations within the meaning of the Securities
(Disclosure of Interests) Ordinance (“the SDI Ordinance”), as
recorded in the Register of Directors’ Interests required to be kept

by the Company pursuant to Section 29 of the SDI Ordinance.

The Company
(ordinary shares of HK$0.10 each)
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Type of interest Percentage

ERER of shares

Personal Corporate outstanding

Name interest interest Total 2#&ITRH

%A Bl A #E &= AT & BEr ZEIL

Mr. Yeung Chi Hung, Johnny o AR A 7,651,000 245,427,000 (a) 253,078,000 68.87%

Mr. Yuen Yee Sai, Simon TR T A 5 A 7,651,000 245,427,000 (a) 253,078,000 68.87%

Mr. Chow Man Yan, Michael BX kA& 7,651,000 245,427,000 (a) 253,078,000 68.87%

Mr. Wong Sau Lik, Weeky Peter T3 /7554 - 13,485,000 (b) 13,485,000 3.67%

Mr. Tsang Yiu Wah MR EE ST - 13,485,000 (c) 13,485,000 3.67%

Mr. Ng Kwong Hing REHEA - 6,742,500 (d) 6,742,500 1.83%
Fujikon Industrial Company Limited ErTEEEERAA

(Class A (non-voting) shares of HK$1.00 each)

Name

i34

Mr. Yuen Yee Sai, Simon JR M 48 5 A
Mr. Chow Man Yan, Michael BXEhAE

(FREE1.00E T2 AR (BEREZ#E) IR 1)

Corporate interest

NEER

600,000 (e)
600,000 (f)



DIRECTORS’ INTERESTS IN SHARES (Continued)

Acou

stic Touch Limited

(ordinary shares of US$1.00 each)

Name

%A

Mr. Yeung Chi Hung, Johnny BEELE
Mr. Yuen Yee Sai, Simon IR T 48 58 A
Mr. Chow Man Yan, Michael B (=&

Notes:

Acoustic Touch Limited holds 211,714,500 shares. Pursuant to
three agreements entered into by Acoustic Touch Limited with
Miracle Journey Corp., Mighty Media Limited and Mys Finance
Limited respectively, Miracle Journey Corp., Mighty Media Limited
and Mys Finance Limited have granted to Acoustic Touch Limited
pre-emption rights over the Shares held by them. Miracle Journey
Corp. holds 13,485,000 shares, Mighty Media Limited holds
13,485,000 shares and Mys Finance Limited holds 6,742,500
shares respectively. Under the SDI Ordinance, Acoustic Touch
Limited is deemed to be interested in 245,427,000 shares.

Acoustic Touch Limited is owned as to 15 shares (33.33%) by
Coral Sea Group Limited, as to 15 shares (33.33%) by Shinning
Fairview Holdings Inc., as to 5 shares (11.11%) by Artbho
Industries Group Limited, as to 5 shares (11.11%) by East Sino
Consultants Limited and as to 5 shares (11.11%) by Loyal Fair
Group Limited. Coral Sea Group Limited is wholly owned by Mr.
Chow Man Yan, Michael. Shinning Fairview Holdings Inc. is
wholly owned by Mr. Yuen Yee Sai, Simon. East Sino Consultants
Limited is wholly owned by Silverfun Property Limited. Each of
Artbo Industries Group Limited and Loyal Fair Group Limited is
wholly owned by Trittorney Limited, which is in turn wholly
owned by Silverfun Property Limited. Silverfun Property Limited
is wholly owned by Golden Hope Financial Limited, which is in
turn wholly owned by Mr. Yeung Chi Hung, Johnny. Under the
SDI Ordinance, each of Mr. Yeung Chi Hung, Johnny, Mr. Yuen
Yee Sai, Simon and Mr. Chow Man Yan, Michael is deemed to
be interested in all shares in which Acoustic Touch Limited is

interested.
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DIRECTORS’ INTERESTS IN SHARES (Continued)

Yeung Chi Hung, Johnny has settled, among others, the shares
in Acoustic Touch Limited indirectly held by Silverfun Property
Limited on a discretionary trust, the objects of which are the

family members of Yeung Chi Hung, Johnny.

Yuen Yee Sai, Simon has settled, among others, the shares in
Acoustic Touch Limited indirectly held by Shinning Fairview
Holdings Inc. on a discretionary trust, the objects of which are

the family members of Yuen Yee Sai, Simon.

Chow Man Yan, Michael has settled, among others, the shares
in Acoustic Touch Limited indirectly held by Coral Sea Group
Limited on a discretionary trust, the objects of which are the

family members of Chow Man Yan, Michael.

b. Mr. Wong Sau Lik, Weeky Peter holds the shares through Miracle

Journey Corp., a corporation in which he is the sole shareholder.

C. Mr. Tsang Yiu Wah holds the shares through Mighty Media

Limited, a corporation in which he is the sole shareholder.

d. Mr. Ng Kwong Hing holds the shares through Mys Finance

Limited, a corporation in which he is the sole shareholder.

e. These shares are held by River Treasure Limited, which is, in
turn, wholly owned by Boon Corporation. Boon Corporation is
wholly-owned by TrustNet (Cook Islands) Limited, who, in turn,
is the trustee of a discretionary trust, the objects of which are

the family members of Mr. Yuen Yee Sai, Simon.

f. These shares are held by Asia Supreme Limited which is, in
turn, wholly owned by Vivace Limited. Vivace Limited is wholly-
owned by TrustNet (Cook Islands) Limited, who, in turn, is the
trustee of a discretionary trust, the objects of which are the

family members of Mr. Chow Man Yan, Michael.

Share options are granted to directors under the share option
scheme of the Company. Refer details under Directors’ rights

to acquire shares or debentures below.

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 31 March 2003.
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INFORMATION ON SHARE OPTION SCHEME

The Company has a share option scheme, under which it may
grant options to eligible participants (including executive directors
of the Company) to subscribe for shares in the Company. Details

of the scheme are set out in Note 24 to the accounts.

Pursuant to an ordinary resolution of the Company passed on
21 August 2002, the Company adopted a new share option
scheme (“the New Scheme") which was complied with Chapter
17 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“the Stock Exchange”).
As at 31 March 2003, no options have been granted under the

New Scheme.

1. Purpose of the New Scheme
As incentive or rewards to eligible participants for their

contribution to the Group

2. Eligible participants of the New Scheme
Any eligible employee (whether full-time or part-time,
including any executive directors), any non-executive
directors, any shareholders, any suppliers and any
customers of the Company or any of its subsidiaries or
any entity in which any member of the Group holds any
equity interest, and any other parties having contribution

to the development of the Group

3. Total number of shares available for issue under the New
Scheme and percentage of issued share capital as at 31
March 2003
2,670,000 shares (0.73% of issued share capital)

4. Maximum entitlement of each participant under the New
Scheme
Not exceeding 1% of the issued share capital of the

Company for the time being in any 12-month period
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INFORMATION ON SHARE OPTION SCHEME
(Continued)

5.

The period within which the shares must be taken up
under an option

A period (which may not expire later than 10 years from
the date of offer of that option) to be determined and

notified by the Directors to the grantee 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 HK$1.00 on or
before the date of acceptance (which may not be later

than 21 days from the date of offer)

The basis of determining the exercise price
Being determined by the Directors and being not less

than the highest of:

a.  the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the date

of offer;

b.  the average closing price of the Shares as stated
in the Stock Exchange's daily quotations sheets for
the five business days immediately preceding the

date of offer; and

C. the nominal value of the Shares

The remaining life of the New Scheme

The New Scheme is valid and effective for a period of 10
years commencing on 3 September 2002 (date of
fulfilment of all conditions on the adoption of the New

Scheme)

BREGEZER ®)

W B AR IR TR AR P R A 1 2 HARR

KHEFEETRBAARAZHAR - BT

SREEEREE AEA T FRER

TR R L AR A B IRE 2 R HIR

T iE A

HER R MERREN 2R - ARBA

S T AL R - AU B

oz BRR

REMEARZAI(TEEREBNERE

H218) EF1.0008 T T ARQ A

BETEEZESE
MEFET HTEERTINERZER
x

a. BHNEBRBRNRBEIMEBRMERMN

R E

b. ERENEHAIMEZRAKM N
R ERERATFHETE K

« KHhmEE

Hat8IsR T 2 MR
MErga T _FhA=R RFETEl
ZEEMEtERZ B) Bt FRAXK



DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

As at the date of this report, the share options granted to and

held by the directors of the Company are as follows:

EEBARODBES 2EF

RARERH  BFITHARTEEEEZE
BHEMT

Granted Exercised

Name Subscription Beginning during during
price per share of year the year the year  End of year
S BRABE F40 FRARE FRITE FL
Mr. Yeung Chi Hung, Johnny 15 EHE5E £ HK$1.287% 7T (i) 6,000,000 - - 6,000,000
HK$0.504/% 7T 1,560,000 - 1,560,000 -
Mr. Yuen Yee Sai, Simon BMALEE  HK$1.2878 7t (i) 6,000,000 - - 6,000,000
HK$0.504/% 7T 1,560,000 - 1,560,000 -
Mr. Chow Man Yan, Michael ~ EIXX{C5E4  HK$1.287% 7T (i) 6,000,000 - - 6,000,000
HK$0.504/% 7T 1,560,000 - 1,560,000 -
Mr. Wong Sau Lik, Weeky Peter T35 /754 HK$1.2877% 7T (i) 1,200,000 - - 1,200,000
HK$0.504/% 7T 300,000 - 300,000 -
Mr. Tsang Yiu Wah BELE  HKS1.2878 7T (i) 1,200,000 - - 1,200,000
HK$0.504/% 7T 300,000 - 300,000 -
Mr. Ng Kwong Hing REHESTE  HK$1.2878 7T (i) 800,000 - - 800,000
HK$0.504/% 7T 200,000 - 200,000 -
26,680,000 - 5,480,000 21,200,000

(i) The options are exercisable at any time during the periods from
2 May 2000, 2 May 2001 or 2 May 2002 to 1 May 2010.

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.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the preceding paragraph and Note 3 to
the accounts, 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.

COMPETING BUSINESS

In the opinion of the Directors, there is no such competing

business as defined by the Listing Rules.

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2003, 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

=%

Acoustic Touch Limited (Note)
Silverfun Property Limited (Note)

Coral Sea Group Limited (Note)
Golden Hope Financial Limited (Note)

Note:

Acoustic Touch Limited holds 211,714,500 shares. Pursuant to three
agreements entered into by Acoustic Touch Limited with Miracle Journey
Corp., Mighty Media Limited and Mys Finance Limited respectively,
Miracle Journey Corp., Mighty Media Limited and Mys Finance Limited
have granted to Acoustic Touch Limited pre-emption rights over the
Shares held by them. Miracle Journey Corp. holds 13,485,000 shares,
Mighty Media Limited holds 13,485,000 shares and Mys Finance Limited
holds 6,742,500 shares respectively. Under the SDI Ordinance, Acoustic
Touch Limited is deemed to be interested in 245,427,000 shares.

Acoustic Touch Limited (/%)
Silverfun Property Limited (47 z%)
Shinning Fairview Holdings Inc. (Note)  Shinning Fairview Holdings Inc. (47 i)
Coral Sea Group Limited (/7 77F)
Golden Hope Financial Limited (f77%)
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245,427,000 66.79%
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245,427,000 66.79%
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SUBSTANTIAL SHAREHOLDERS (Continued)

Acoustic Touch Limited is owned as to 15 shares (33.33%) by
Coral Sea Group Limited, as to 15 shares (33.33%) by Shinning
Fairview Holdings Inc., as to 5 shares (11.11%) by Artbo
Industries Group Limited, as to 5 shares (11.11%) by East Sino
Consultants Limited and as to 5 shares (11.11%) by Loyal Fair
Group Limited. Coral Sea Group Limited is wholly owned by
Mr. Chow Man Yan, Michael. Shinning Fairview Holdings Inc. is
wholly owned by Mr. Yuen Yee Sai, Simon. East Sino Consultants
Limited is wholly owned by Silverfun Property Limited. Each of
Artbo Industries Group Limited and Loyal Fair Group Limited is
wholly owned by Trittorney Limited, which is in turn wholly
owned by Silverfun Property Limited. Silverfun Property Limited
is wholly owned by Golden Hope Financial Limited, which is in
turn wholly owned by Mr. Yeung Chi Hung, Johnny. Under the
SDI Ordinance, each of Silverfun Property Limited, Shinning
Fairview Holdings Inc., Coral Sea Group Limited and Golden
Hope Financial Limited is deemed to be interested in all shares
in which Acoustic Touch Limited is interested. 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 31
March 2003.

MANAGEMENT CONTRACTS

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.

AUDIT COMMITTEE

The written terms of reference which describe the authority
and duties of the Audit Committee were prepared and adopted
with reference to “A Guide for The Formation of An Audit

Committee” published by the Hong Kong Society of Accountants.
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AUDIT COMMITTEE (Continued)

The Audit Committee provides an important link between the
Board and the Company’s auditors in matters coming within
the scope of the group audit. It also reviews the effectiveness
of the external and of internal controls and risk evaluation. 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.

CODE OF BEST PRACTICE

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 31 March 2003, 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.

AUDITORS

Messrs. Arthur Andersen & Co audited the accounts for the
year ended 31 March 2001. The accounts for the years ended
31 March 2002 and 2003 were audited by
PricewaterhouseCoopers who retire and, being eligible, offer

themselves for reappointment.

On behalf of the Board of Directors,

YEUNG CHI HUNG, JOHNNY

Chairman

Hong Kong, 10 July 2003
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