it
23
_%’UH
Iff
i

Report of the Directors

EFRAFERUE T F=A=t-BALEE
BEEERCEERZRAZE -
EEXHK

ARAA-HMRARRAR  HMBARNEBEFR
oBR - EERMHETABHNTTHEES -

FEEARAFEZEXBREERNERKREIEZES
T3t [ o3 4 6051 74 BR B BT RES o

EER DK
FEEREFE $ERINE VA2 BERRE
A e

AEEDIRESHRE leOO&%TE P RES
7,956,000 7T - EE G EZHIKE = —F=A
“t-BLEFEZRHAKRE tHx005,%75~ mER
7,956,000 7T °

LN

RZBEE—F=ZA=+—H ' ARAZEEWNBAF
HEHINFEE8ETIH -

BEE&EE

RAEER  AEBEBRTEEZEHEREIREE
DEREE

[EEN

RAFENRN  ARAGATERBEHITRAZ EHERE
HI 8K B B sE22 -

R
RAFERN  BAREBERERERIZERGERE
MR BEHINEEBME23 -

A 5 K e e

RZFET—HF=ZA=+—R0  ARAAH K HET
#588,020,000/ 7T (ZZZEF © 90,264,000 7T) -
HEREDBEHMAABEEET2,309,0008 T(ZEEE
1 72,309,000 7T) °

The Directors submit their report together with the audited accounts for the
year ended 31 March 2001.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries are
principally engaged in the design, development, manufacture and distribution
of electronic components and consumer electronics.

An analysis of the Group’s turnover and contribution to operating profit by
principal activity and geographical location for the year is set out in note 3
to the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated profit
and loss account on page 23.

Interim dividend of HK$0.05 per share totalling HK$7,956,000 was paid
during the year. The Board of Directors recommended the payment of a final
dividend of HK$0.05 per share totalling HK$7,956,000 in respect of the year
ended 31 March 2001.

SUBSIDIARIES

Details of the Company’s principal subsidiaries as at 31 March 2001 are set
out on pages 68 to 71.

FIXED ASSETS

Movements in fixed assets of the Group during the year are set out in

note 13 to the accounts.

SHARE CAPITAL

Movements in the authorised and issued share capital of the Company during

the year are set out in note 22 to the accounts.

RESERVES

The amounts and particulars of material transfers to and from reserves during

the year are set out in note 23 to the accounts.

DISTRIBUTABLE RESERVES

As at 31 March 2001, the reserves of the Company available for distribution
amounted to HK$88,020,000 (2000: HK$90,264,000),
contributed surplus of HK$72,309,000 (2000: HK$72,309,000).

including the
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FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results, assets and liabilities of the Group
for each of the last five years ended 31 March 2001 is set out on pages 10
to 11.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2001, sales to the five largest customers of
the Group in total accounted for approximately 30 per cent of the Group’s
total turnover, with the largest customer accounting for about 16 per cent.
The five largest suppliers of the Group together in total accounted for
approximately 53 per cent by value of the Group’s total purchases during

the year, with the largest supplier accounting for about 35 per cent.

None of the Directors of the Company or any of their associates or any
shareholders (which to the best knowledge of the Directors owns more than
5 per cent of the Company'’s issued share capital) had any beneficial interest

in the Group’s five largest customers or five largest suppliers.

DIRECTORS

The Directors who held office during the year and up to the date of this
report were:

Mr. LAU Tak Wan (President)
Mr. WAN Chor Fai

Mr. MAK Hon Kai, Stanly

Mr. NG Wan Loong

Ms. CHAN Yuen Mei, Pinky
Mr. Barry John BUTTIFANT*
Mr. YUEN Chi Choi, Simon*
Mr. WONG Nga Chung*

Mr. MAK Hon Kai, Stanly and Mr. Barry John BUTTIFANT™ retire by rotation
in accordance with clause 99 of the Company’s bye-laws and, being eligible,

offer themselves for re-election.

* Independent non-executive Directors

The terms of office of the Directors, including the independent non-executive
Directors, are subject to retirement by rotation and are eligible for re-election
at the Company’s annual general meeting in accordance with the Company’s

bye-laws.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

LAU Tak Wan, aged 51,

Mr. Lau graduated from Hong Kong Baptist College (now known as Hong

is the founder and the President of the Group.

Kong Baptist University) in Sociology and has more than 20 years’
management and production experience in the electronics industry. Prior to
founding the Group, Mr. Lau had over 6 years’ experience in running his
own business in the electronics industry. He is responsible for the overall

corporate planning, strategic development and marketing of the Group.

WAN Chor Fai, aged 43, is the Development and Production Director of the
Group. Mr. Wan graduated from Hong Kong Polytechnic (now known as The
Hong Kong Polytechnic University) in Production and Industrial Engineering
and is responsible for the business development and manufacturing
management of the Group. He has more than 16 years’ experience in
manufacturing and marketing. Prior to joining the Group in 1987, he worked
for an international conglomerate and was in charge of the electronics
division.

MAK Hon Kai, Stanly, aged 39, is the Sales Director of the Group responsible
for the Group’s overall marketing strategy and the distribution of electronic
components. Mr. Mak joined the Group in 1988. He has more than 20 years’
experience in the sales and marketing of electronic components.

NG Wan Loong, aged 45, is the Engineering Director of the Group. Mr. Ng
graduated from Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University) in Electrical Engineering. He oversees the Group’s
engineering management, production planning, research and development
of new products. Prior to joining the Group, he worked for a number of
electronics companies in senior engineering positions for more than 16 years.

He joined the Group in 1991.

CHAN Yuen Mei, Pinky, aged 44, is the spouse of Mr. LAU Tak Wan. She
completed Certificate course in Accountancy from Hong Kong Polytechnic
(now known as The Hong Kong Polytechnic University). Ms. Chan has over
20 years of experience in accounting and financial management and at the
same time running her own business for more than 10 years. She joined the
Group in 1998.

15 & A 7 B AR A A
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

Independent non-executive Directors

Barry John BUTTIFANT, aged 56, was the managing director of IDT
International Limited from 1992 to June 2000. Presently, he is the managing
director of Wo Kee Hong (Holdings) Limited and an independent non-
executive director of Giordano International Limited. All these companies
are listed in Hong Kong. Mr. Buttifant is a fellow member of the Association
of Chartered Certified Accountants and the Hong Kong Society of
Accountants. He is also a fellow member of the Institute of Management and
the Hong Kong Management Association. He became an independent non-
executive Director of the Company in 1994.

YUEN Chi Choi, Simon, aged 40, is a certified public accountant in Hong
Kong. Apart from being a fellow member of the Association of Chartered
Certified Accountants, Mr. Yuen is also an associate member of the Hong
Kong Society of Accountants and the Canadian Chartered Institute of Finance
and Accountancy. He became an independent non-executive Director of the
Company in 1996 and has more than 11 years’ audit experience.

WONG Nga Chung, aged 51, graduated from Hong Kong Baptist College
(now known as Hong Kong Baptist University) in Business Management.
Mr. Wong has over 21 years of experience in the field of electronics with
more than 16 years’ experience running his own business in electronics. He

became an independent non-executive Director of the Company in 1998.

DIRECTORS’ SERVICE CONTRACTS

During the year, Ms. CHAN Yuen Mei, Pinky, renewed her service contract
with the Company. The term of the renewed contract is for two years
commencing on 8 December 2000.

Each of the other executive Directors has a service contract with the Company
with a remaining unexpired term of two years for Mr. LAU Tak Wan and one

year for all other executive Directors.

Such contracts will continue to be effective until terminated by the Director
concerned or the Company giving to the other party not less than three
months’ written notice.

Apart from the above, none of the Directors who are proposed for re-election
at the forthcoming annual general meeting has an unexpired service contract
with the Company which is not determinable by the Company within one

year without payment of compensation, other than statutory compensation.
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Name of Directors

RS ELEE
Mr. LAU Tak Wan

PR 50 5% 2 =
Ms. CHAN Yuen Mei, Pinky

HEEEE
Mr. MAK Hon Kai, Stanly

FRERLE

Mr. WAN Chor Fai

REEELE
Mr. NG Wan Loong

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the Directors’ service contracts noted above, no other contracts
of significance in relation to the Group’s business to which the Company or
any of its subsidiaries was a party and 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 EQUITY OR DEBT
SECURITIES

Share Capital

As at 31 March 2001, the interests of Directors in the equity or debt securities
of the Company or any associated corporations as recorded in the register
maintained by the Company under section 29 of the Securities (Disclosure
of Interests) Ordinance (the “SDI Ordinance”) or as notified to the Company

and other interests of Directors in the Company were as follows:

(a) Interests in shares of the Company
BEBEACEBERYEAE
Number of ordinary shares beneficially held
ARz EEER Hip s
Personal Corporate Other B
interests interests interests Total
3,112,000 - 20,347,300 23,459,300
Hiat1 Hiat2
Note 1 Note 2
2,012,000 - 20,347,300 22,359,300
Hiat1 Hiat2
Note 1 Note 2
3,054,000 - - 3,054,000
Hiat3
Note 3
300,000 - - 300,000
200,000 - - 200,000
17 AEMBEEERBERLS
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DIRECTORS’ INTERESTS IN EQUITY OR DEBT
SECURITIES (continued)

Notes:

1. 1,512,000 shares in the Company were jointly held by Mr. Lau and
Ms. Chan (the spouse of Mr. Lau).

2. 20,347,300 shares in the Company were beneficially owned by China
Capital Holdings Investment Ltd (“China Capital”). The entire issued
share capital of China Capital is owned by a trustee for the benefit of
a discretionary trust the beneficiaries of which include Mr. Lau,
Ms. Chan and certain of his family members.

3. Subsequent to 31 March 2001, Mr. Mak’s personal interest has
increased to 5,054,000 shares.

(b) Interests in shares in the subsidiaries

Dominion International Limited, which is wholly owned by a trustee
for the benefit of a discretionary trust the beneficiaries of which
include Mr. LAU Tak Wan, Ms CHAN Yuen Mei, Pinky (the spouse of
Mr. Lau) and certain of his family members, has beneficial interests

in the following subsidiaries:

BEZERERELCRAHAE
Number of non-voting
deferred shares held

Cosmos Wires and Connectors Manufacturing Limited 50,000

Westpac Digital Limited

RREEERAR

Vastpoint Industrial Limited

BMEERRAA

Daiwa Associate (H.K.) Limited

AN - BIEERREZEIDRBEREE R TIHE
TERERRAFZ B RAER TR 140,000/
% 10,0008 -

BREXHBREEIN  ZETARE2MBALREER
B A AN B S AR ROE B R A R AR IR R R
BRGENATHREZESXFEESES -

4

£ E R
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Daiwa Associate Holdings Limited

455,000

1,500,000

In addition, each of Mr. Lau and Ms. Chan beneficially owns 140,000
and 10,000 non-voting deferred shares respectively in Cosmotec

Precision Industrial Limited.

Save as disclosed above, none of the Directors or their associates had any
beneficial or non-beneficial interests in the share capital of the Company or
its associated corporations at the balance sheet date required to be disclosed

pursuant to the SDI Ordinance.
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DIRECTORS’ RIGHTS TO SUBSCRIBE FOR EQUITY
OR DEBT SECURITIES

Share Option

Pursuant to a share option scheme approved at a special general meeting
of the Company held on 18 March 1994, the Directors may, at their discretion,
invite executive Directors and employees of the Group, to take up options to
subscribe for shares in the Company subject to the terms and conditions
stipulated therein. Information related to the share options held by the

executive Directors is set out in note 7(c) to the accounts.

Apart from the share option scheme disclosed above, at no time during the
year was the Company or any of its subsidiaries a party to any arrangement
to enable the Directors 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 SHAREHOLDERS

Other than the interests disclosed above in respect of Directors, the register
of substantial shareholders maintained under section 16(1) of the SDI
Ordinance as at 31 March 2001 showed that no other party held 10 per cent

or more of the issued share capital of the Company.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or

existed during the year.

CONNECTED TRANSACTIONS

During the year, neither the Company nor its subsidiaries had entered into
any connected transactions discloseable by the Company under the Rules
Govermning the Listing of Securities on The Stock Exchange of Hong Kong

Limited (the “Listing Rules”).

Furthermore, with regard to the related party transactions as disclosed in
note 31 to the accounts, none of those transactions constitutes a connected

transaction discloseable by the Company under the Listing Rules.

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

The Company has not redeemed any of its listed securities during the year.
Neither the Company, nor any of its subsidiaries has purchased or sold any

of the Company’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-
laws although there are no restrictions against such rights under the laws in

Bermuda.

CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules throughout the financial year except for not

specifying the terms of appointment of independent non-executive directors.

According to the bye-laws of the Company, independent non-executive
Directors are subject to retirement by rotation and re-election at the annual

general meeting.

AUDIT COMMITTEE

Pursuant to the Listing Rules, an audit committee was established in
September 1999. The principal activities of the Audit Committee include the
review and supervision of the Group’s financial reporting process and internal

controls.

The Audit Committee has reviewed the financial statements of the Company

for the year ended 31 March 2001.
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AUDITORS

The accounts have been audited by PricewaterhouseCoopers who retire

and, being eligible, offer themselves for re-appointment.

On behalf of the Board
LAU Tak Wan

President

Hong Kong, 19 July 2001
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