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The directors have the pleasure of presenting the first annual report
together with the audited financial statements of Yew Sang Hong
(Holdings) Limited (“the Company”) and the combined financial
statements of the Company and other companies comprising the
group (collectively referred to as “the Group”) for the year ended
31st March, 2001.

GROUP REORGANISATION AND BASIS OF PRESENTATION

The Company was incorporated in the Cayman Islands on 2nd
January, 2001 as an exempted company with limited liability under
the Companies Law (2000 Revision) of the Cayman Islands. Upon
incorporation, the Company had an authorised share capital of
HK$350,000 divided into 3,500,000 shares of HK$0.1 each. Pursuant
to a group reorganisation scheme in preparation for the listing of
the Company’s shares on the Main Board of The Stock Exchange of
Hong Kong Limited (“the Stock Exchange”), the Company became
the holding company of the Group on 3rd April, 2001. The
Company’s shares have been listed on the Stock Exchange since 3rd
May, 2001.

Details of the group reorganisation scheme and the basis of
preparation of the financial statements are set out in Note 1 to the

combined financial statements.

Combined financial statements of the Group have been prepared
and presented in this annual report as if the aforementioned group
reorganisation has been completed throughout the two years ended
31st March, 2000 and 2001. Please refer to Note 1 to the combined
financial statements for the basis of presentation and details of the
group reorganisation. The financial information referred to in this
report was extracted from the combined financial statements.
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PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in electrical engineering contracting and
trading of electrical equipment and materials.

An analysis of the Group’s combined turnover by principal activities
and their respective contributions to profit before taxation for the
year ended 31st March, 2001 is as follows:
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Contribution to profit

Turnover before taxation

BXH R B A% R &=t
2001 2000 2001 2000
—EE—F —ETETF BB HF CTTTH
HK$’000 HK$’000 HK$’000 HK$’000
FHETT FHET FHETT FET

Electrical engineering BERITE

contracting 7 & 274,850 407,845 27,359 37,134
Sales of goods BYiHE 79,594 53,401 29,593 7,123
354,444 461,246 56,952 44,257

No analysis of the Group’s combined turnover and profit before
taxation by geographical location is presented because all of the
Group’s combined turnover and profit before taxation for the year
ended 31st March, 2001 were derived from activities carried on in

Hong Kong.
MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st March, 2001, the five largest customers of
the Group accounted for approximately 92% of the Group’s turnover
and the five largest suppliers of the Group accounted for
approximately 70% of the Group'’s purchases. In addition, the largest
customer of the Group accounted for approximately 64% of the
Group’s turnover while the largest supplier of the Group accounted

for approximately 19% of the Group’s purchases.

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 and suppliers.
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RESULTS AND APPROPRIATIONS

The combined results of the Group for the year ended 31st March,
2001 are set out in the combined income statement on page 72 of
this annual report.

During the year, three group companies declared and paid dividends
totalling approximately $14,380,000 to its former shareholder prior
to the group reorganisation described in Note 1 to the combined

financial statements.
The directors do not recommend the payment of a dividend.
SHARE CAPITAL

Details of share capital of the Company are set out in Note 5 to the
financial statements.

RESERVES

Details of movements in reserves of the Group are set out in Note

21 to the combined financial statements.

As at 31st March, 2001, the Company did not have any distributable

reserves.
PURCHASE, SALE OR REDEMPTION OF SHARES

The Company’s shares were listed on the Main Board of the Stock
Exchange on 3rd May, 2001.

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed shares since that date.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands which would
oblige the Company to offer new shares on a pro rata basis to existing

shareholders.
EQUIPMENT

Details of movements of equipment are set out in Note 10 to the

combined financial statements.
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DIRECTORS

The directors of the Company who held office since 2nd January,
2001 (date of incorporation) and up to the date of this report are:

Executive Directors

Mr. Lai Sai Sang
(appointed on 2nd January, 2001)
Ms. Leung Sau Che, Jennifer
(appointed on 2nd January, 2001)
Mr. Chuk Wai Chun, Winston
(appointed on 2nd January, 2001)
Mr. Yung Kin Sing, Thomas
(appointed on 2nd January, 2001)

Non-executive Directors

Mr. Lau Chun Kay

(appointed on 12th February, 2001)
Mr. Wong Chi Kit, Peter

(appointed on 12th February, 2001)

In accordance with the Company’s Articles of Association, one-third
of the directors except for Mr. Lai Sai Sang are subject to retirement
by rotation at annual general meeting of the Company. In accordance
with the Company’s Articles of Association, Messrs. Chuk Wai Chun,
Winston and Yung Kin Sing, Thomas retire and being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive and non-executive directors has entered into
a service contract with the Company for terms of 3 years and 2
years, respectively, commencing from 3rd April, 2001. These
contracts will continue thereafter until terminated by either party

with three months’ prior notice in writing.

Save as disclosed above, none of the directors has a service contract
with the Company which is not determinable within one year without
payment of compensation other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

Except for contracts in connection with the reorganisation in
preparation for the Company’s initial public offering, no other
contracts of significance in relation to the Company’s business to
which the Company or any of its subsidiaries was a party and in
which any of the Company’s director had a material interest, either
directly or indirectly, subsisted at the end of the year or at any time
during the year.

DIRECTORS’ INTERESTS IN SHARES

As at 31st March, 2001, the Company had no notice of any interests
to be recorded under Section 29 of the Securities (Disclosure of
Interests) Ordinance (“the SDI Ordinance”) as the Company was
not listed on the Stock Exchange as at that date.

Subsequent to the balance sheet date, on 3rd May, 2001, the
Company was listed on the Stock Exchange. Accordingly, at the date
of this report, the interests of the directors in shares of the Company
and its subsidiaries within the meaning of the SDI Ordinance as
recorded in the register maintained by the Company pursuant to
section 29 of SDI Ordinance, are as follows:

(i) The Company
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Number of ordinary

Name of director Note Nature of interest shares held
ExpE i EaEME FEEEREE
Mr. Lai Sai Sang 1 Corporate 150,000,000
FRAAESTE NG

Note: it

1. These shares are owned by YSH Investments Limited, a company 1. ZEROBAERBRERESTMAILLZ

incorporated in the British Virgin Islands (the “BVI”). YSH
Investments Limited is beneficially owned by Mr. Lai Sai Sang
(90.4%).

YSH Investments Limited# & ° YSH
Investments Limited A RE 44 o £ B i
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DIRECTORS’ INTERESTS IN SHARES (Continued)

(i)

(iii)

Subsidiary — Yew Sang Hong Limited

Each of Mr. Lai Sai Sang and Ms. Leung Sau Che, Jennifer have
beneficial interests in their personal capacity in the following
number of non-voting deferred shares in Yew Sang Hong
Limited:

Name of director
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Number of non-voting deferred shares

BREERELEROBE

Mr. Lai Sai Sang
FBAAE L

Ms. Leung Sau Che, Jennifer
RELLT T

Subsidiary — Yew Sang Hong Trading Limited

Each of Mr. Lai Sai Sang and Ms. Leung Sau Che, Jennifer have
beneficial interests in their personal capacity in the following
number of non-voting deferred shares in Yew Sang Hong
Trading Limited:

Name of director

Expe

1,252,399 shares of $10.00 each
1,252,399 B X EI{E10.0078 7T 2 B 15
1 share of $10.00 each
1JRE{E10.007% 7T 2 B 19
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Number of non-voting deferred shares

BRERELEROBE

Mr. Lai Sai Sang
FEANAEEAE

Ms. Leung Sau Che, Jennifer
RELELL

1 share of $1.00 each
1A TE 1B 1.007% 7T 2 B 15
1 share of $1.00 each
1A EE1.007% 7T 2 B (7
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DIRECTORS’ INTERESTS IN SHARES (Continued)

(iv) Subsidiary — Brongham Park Limited

Each of Mr. Lai Sai Sang and Ms. Leung Sau Che, Jennifer have
beneficial interests in their personal capacity in the following
number of non-voting deferred shares in Brongham Park
Limited:

Name of director
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Number of non-voting deferred shares

BRERELZROEE

Mr. Lai Sai Sang
AR AE

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

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Pursuant to the terms of a share option scheme (the “Scheme”)
adopted by the Company on 3rd April, 2001, the directors may, at
their discretion, invite full-time employees of any member of the
Group, including any executive directors, to take up options to
subscribe for shares of the Company. The Scheme became effective
upon the listing of the Company’s shares on the Stock Exchange on
3rd May, 2001. Details of the Scheme are set out in Note 26 to the
combined financial statements.

Up to the date of this report, no options have been granted to any
directors or employees under the Scheme.

Save as disclosed above and other than in connection with the group
reorganisation in preparation of the Company’s initial public offering,
at no time during the period was the Company or any of the
companies comprising the Group a party to any arrangement to
enable the Company’s directors or members of its management 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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SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2001, the Company had no notice of any interests
to be recorded under Section 16(1) of the SDI Ordinance as the
Company was not listed on the Stock Exchange as at that date.

As at the date of this report, according to the register of substantial
shareholders required to be maintained under Section 16(1) of the
SDI Ordinance, the Company had been notified of the following
interests, being 10% or more of the issued share capital of the
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Company:

Number of Percentage
Name issued shares holding
=1 ERITROEE FERESH
YSH Investments Limited 150,000,000 75%%*

* The shareholding is duplicated in the directors’ interests in shares

disclosed above.

Same as disclosed above, the Company had no notice of any interests

to be recorded under Section 16(1) of the SDI Ordinance.
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CONNECTED TRANSACTIONS

The Stock Exchange of Hong Kong Limited (“the Stock Exchange”)
has granted a conditional waiver to the Company from strict
compliance with the requirements of the Rules Governing the Listing
of Securities on the Stock Exchange (“the Listing Rules”) on the
following recurring connected transactions for each of the three
financial years ending 31st March, 2004. Pursuant to the waiver,
the Company is not required to disclose details of such connected
transactions by press notice and/or circular and/or to obtain prior
independent shareholders’ approval. Details of such connected

transactions are as follows:

During the year ended 31st March, 2001, the Group sold goods
amounting to approximately HK$42,968,000 to Hing Yip Electrical
Engineering and Supplier Limited (“HYEESL”).

HYEESL is 99.9% owned by Mr. Lai Yun Sang, brother of Mr. Lai Sai
Sang, director and shareholder of the Company.

The independent non-executive directors have reviewed the Group'’s

sales to HYEESL (“the transactions”) and confirmed that:

(i)  the transactions have been conducted on normal commercial
terms and in the ordinary and usual course of the business of
the Group; and are fair and reasonable so far as the

shareholders of the Company are concerned;

the transactions have been carried out on terms no less
favourable than terms available from independent third parties;
(iii) during the year ended 31st March, 2001, sales to HYEESL
amounted to approximately HK$42,968,000, which has not
exceeded the annual sales to HYEESL in respect of the year
concerned as permitted under the said waiver from the Stock
Exchange;

the transactions have been conducted in accordance with the
terms and conditions of the relevant supply agreement

governing them; and

the disclosure provided herein in respect of the details of the
above transactions is in compliance with Rule 14.25(1)(A) to
(D) of the Listing Rules.
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CONNECTED TRANSACTIONS (Continued)

Save as disclosed in Note 3 to the accompanying combined financial
statements, no other contracts of significance in relation to the
Company’s business to which the Company or any of its subsidiaries,
associate or holding company was a party and in which a director
of the Company had a material interest, subsisted at the end of the
year or at any time during the year.

CODE OF BEST PRACTICE

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 since the listing of the Company on the Stock Exchange
on 3rd May, 2001.

AUDIT COMMITTEE

The Company has set up an Audit Committee (the “Committee”) on
3rd April, 2001, comprising two independent non-executive directors
of the Company, namely, Mr. Lau Chun Kay and Wong Chi Kit, Peter,
with terms of reference prepared based on “A Guide for the formation
of an Audit Committee” published by the Hong Kong Society of
Accountants. The principal duties of the Audit Committee are to
review and supervise the Group’s financial reporting process and
internal control system. The first meeting of the Committee was held
on 26th July, 2001.

AUDITORS

The financial statements have been audited by Arthur Andersen &
Co. A resolution for their re-appointment as auditors for the ensuing

year is to be proposed at the forthcoming annual general meeting.

On behalf of the Board
Lai Sai Sang
Chairman

Hong Kong,
27th July, 2001.
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