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The Directors submit to the shareholders their report
together with the audited accounts for the year ended

30th June 2001.

PRINCIPAL ACTIVITIES

The Company operates as an investment holding
company. Principal activities of the subsidiaries are set

out in Note 16 to the accounts.

An analysis of the Group’s turnover and contribution to
operating loss for the year by principal activities and

location of operations is set out in Note 3 to the accounts.

CHANGE OF COMPANY NAME
Pursuant to a resolution passed on 26th March 2001, the
name of the Company was changed from Cheuk Nang

Technologies (Holdings) Limited to Cheuk Nang (Holdings)
Limited effective on 4th April 2001.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30th June
2001 are set out in the consolidated profit and loss

account on page 27.

The Directors do not recommend the payment of a
dividend.

FIVE YEARS” FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the
Group for the last five financial years is set out on pages

2 and 3.

SHARE CAPITAL

Details of the movements in share capital are set out in

Note 20 to the accounts.
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f# RESERVES

BRABRAEERAFREANZFEEE) Movements in the reserves of the Company and the Group
TR AR B MYar21 o during the year are set out in Note 21 to the accounts.

KEBEBEBE R AGH E79BIE 251 F 75 Distributable reserves of the Company at 30th June 2001,
R ARBRZZTEZT—F/RNA=1+HZ calculated under section 79B of the Hong Kong
Al Dk /B % 219,039,000 (ZF Companies Ordinance, amounted to HK$219,039,000

TETF B 273,661,000) © (2000: HK$273,661,000).

BEEE FIXED ASSETS
AEEEFEEE2ZHFIEHENEEE Details of the movements in fixed assets of the Group are
MyaE12 ° set out in Note 12 to the accounts.

e PROPERTIES

REERYEEZ 2 FIBTIFENE77E  Details of the Group’s interest in properties are set out
E£B80HEN © on pages 77 to 80.
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BANK LOANS, OVERDRAFTS AND OTHER
BORROWINGS

Z]»‘EE@E/\\\:%?g FRXA=1+HZ8E1T The amounts of bank loans, overdrafts and other
EXR BXREMEEMT borrowings of the Group at 30th June 2001 were as
follows:
&£H
Group
BT T
HK$’000
IRITE K Bank loans 274,960
RITEX Bank overdrafts 14,148
—EBBERARIEBEK Advances from a related company 111,192
400,300
EBERDN Repayment analysis:
RITERREX Bank loans and overdrafts
DR —F Not exceeding one year 289,108
—EBBEARIERERK Advances from a related company
i [ 7F & R No fixed repayment terms 111,192
400,300
REBZEREE R YN Z The Group’s debt to equity ratio was approximately 39%
=FTHhh(ZEZEEF : Boz=1t (2000: 37%) expressed as a percentage of bank loans,

DA%E/_S?” : ZESE&ETM Bk
BEFEANE - H - RITERK

7&@ overdraft and other borrowings over net assets of the

BA
Hii% %  Group. The ratio of bank loans and overdrafts and

NiE 8 — ﬁfﬂk Rl EFEEHIME AL director’s advances through a related company over the
BEBKLEEDAAEBE D2+ =Z(ZZF Group’s financial debt is 72% (2000: 82%) and 28%

TZTF: BHo2N\+Z) EED 2T (2000: 18%) respectively.

N ZE2ZEF:go2+ /) -

BE_ZTZT—FRXA=1TH  KEEKX Mostof the Group’s cash and bank balances, bank loans,
IR RIRTTATF - RITE ~ F  overdrafts and other borrowings were denominated in

X REMEEHRERE -

Hong Kong dollar as at 30th June 2001.
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During the year, in order to further strengthen the Group’s
financial position, the Company issued 539 million shares
by way of a rights issue at a price of HK$0.1 per share.
Net proceeds raised of approximately HK$54 million were

used for the reduction of indebtedness of the Group.

The Group has sufficient working capital for its present
requirements after taking into account the available credit

facilities and cash in hand.

DIRECTORS

The Directors during the year were:

Cecil Sze-Tsung Chao
Wing-Hong Tang
Wing-Kit Wu
Lap-Chung Tse

Connie Sau-Fun Ho

Mr. Tang Wing-Hong will retire at the forthcoming Annual
General Meeting and, being eligible, offer himself for re-

election.

None of the Directors has a 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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Cecil Sze-Tsung Chao

DIRECTORS’ INTERESTS IN SHARES

As at 30th June 2001, the interests of the Directors and
Chief Executive in the shares of the Company as recorded
in the register maintained by the Company under Section
29 of the Securities (Disclosure of Interests) Ordinance

or as notified to the Company were as follows:

Ordinary shares of HK$0.001 each

Pty 8B

Number of shares

B A= EEER
Personal Corporate
interests interests

371,633,418 1,630,462,784

Note: The shareholdings disclosed by Mr Cecil Sze-Tsung Chao
under the heading “Corporate Interests” in the above
represents the shares held by Yan Yin Company Limited,

a substantial shareholder of the Company.

The Company did not grant to the Directors, Chief
Executive or their associates any right to subscribe for

shares in the Company.

Apart from the above, none of the Directors or their
associates had any interest in any shares of the Company

or its subsidiaries as at 30th June 2001.

At no time during the year was the Company, any of its
subsidiaries, its fellow subsidiaries or its holding company
a party to any arrangements 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.

Sh (KE) ERAT
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SUBSTANTIAL SHAREHOLDERS

At 30th June 2001, the register of substantial shareholders
16(1)

(Disclosure of Interests) Ordinance shows that the

maintained under Section of the Securities
Company had not been notified of any substantial
shareholders’ interests, being 10% or more of the
Company’s issued share capital, other than those of the

Directors and Chief Executive as disclosed above.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

The Company has not redeemed any of its shares during
the year. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares during

the year.

DIRECTORS’ INTERESTS IN CONTRACTS

In addition to the directors’ interests in contracts set out
in Note 27 to the accounts, the Group charged
management fees to Yan Yin Company Limited (“Yan Yin”)
and Cecil Chao & Associates Limited (“CCAL”) for the
provision of administrative support services. The Group
also let certain property to Yan Yin and CCAL as office.
Mr Cecil Sze-Tsung Chao, a director of the Company, is a
director and beneficial owner of CCAL. Mr Wing-Hong
Tang, a director of the Company, is a director of CCAL.

Messrs Wing-Kit Wu and Lap-Chung Tse are partners of
Messrs Fred Kan & Co., a firm of solicitors which provides
legal services to the Group on a continuing basis on

normal commercial terms.

Apart from the above, no other contracts of significance
in relation to the Group’s business to which the Company,
any of its subsidiaries, fellow subsidiaries or its holding
company 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.
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CONNECTED TRANSACTIONS

Details of connected transactions are set out in Note 27
to the accounts and in the above under Directors’ interests

in contracts.

MANAGEMENT CONTRACTS

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

the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest suppliers and the largest
supplier of the Group accounted for 74% and 44%

respectively of the Group’s total purchases.

During the year, the five largest customers and the largest
customer of the Group accounted for 46% and 25%

respectively of the Group’s total turnover.

Among the Group’s five largest suppliers, CCAL

contributed to 16% of the Group’s total purchases.

Save as aforesaid, at 30th June 2001, 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) had any beneficial interests

in the Group’s five largest customers and suppliers.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details in respect of the Directors and
senior management of the Group are set out on pages 11

to 12.
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COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES

During the year, the Company was in compliance with the
Code of Best Practice as set out in Appendix 14 of the
Rules Governing the Listing of Securities of The Stock
Exchange of Hong Kong Limited, except that the independent
non-executive Directors of the Company are not appointed
for a specific term as they are subject to retirement by
rotation and re-election at the Annual General Meeting of
the Company in accordance with Articles 94 and 103 of

the Company’s Articles of Association.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group
and discussed auditing, internal controls and financial
reporting matters including a review of the audited

financial statements for the year ended 30th June, 2001.

STAFF
As at 30th June 2001, the Group employed 21 staff. Staff

remuneration packages are normally reviewed annually.
which

include year end double pay and contributions to defined

The Group also provides other staff benefits,

contribution retirement and insurance schemes.

AUDITORS

The accounts for the year were audited by
PricewaterhouseCoopers who will retire and, being
eligible, will offer themselves for re-appointment at the

forthcoming annual general meeting.

The accounts for the year ended 30th June 1999 were
audited by Price Waterhouse. PricewaterhouseCoopers
replaced Price Waterhouse in 2000 following the merger

of Price Waterhouse and Coopers & Lybrand.

On behalf of the Board
CECIL CHAO

Executive Chairman

Hong Kong, 27th September 2001



