EYHE (2) HIE ailiwil (DNOX DNOH) NOOS WV1

DIRECTORS’ REPORT

[ 15 - -

The directors submit their annual report together with the
audited financial statements for the year ended 31st
December 2001.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the
principal activities of the subsidiaries are set out on pages
111 to 119.

SUBSIDIARIES

Details of the Company’s subsidiaries are set out on pages
111 to 119.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 31st December
2001, the state of affairs of the Company and of the Group
at that date, the Group’s cash flows and statement of
recognised gains and losses for the year then ended are set
out in the financial statements on pages 49 to 119.

DIVIDENDS

The directors do not recommend the payment of a dividend

for the year.
RESERVES

Movements in reserves during the year are set out in Note

25 to the financial statements.
FIXED ASSETS

Movements in fixed assets during the year are set out in Note
12 to the financial statements.
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DIRECTORS’ REPORT (continued

e

DIRECTORS

The directors during the year and up to the date of this report

were:

Whang Tar Choung, Chairman *

Ng Ping Kin, Peter, Vice Chairman *

Tsao Chen, James, Group Managing Director
Whang Sun Tze *

Lo Kwong Chi, Clement *

Kwek Leng Hai *
Tan Lim Heng *
James Eng, Jr. *
Tsang Cho Tai *
John Madsen *

Ho King Cheung

— appointed on 15th January 2001

Yong Weng Chye
— alternate director to Mr. Whang Tar Choung
Fong Kok Keong — appointed on 15th January 2001

— alternate director to Mr. John Madsen
* Non-executive director

In accordance with the provisions of articles 78 and 79 of
the Company’s articles of association, all the directors shall
retire and being eligible, offer themselves for re-election at

the forthcoming Annual General Meeting.
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DIRECTORS’ REPORT (continues) ERSEES a

DIRECTORS’ SERVICE CONTRACTS

Mr. Tsao Chen, James entered into service contracts with each
of the Company and Lam Soon Food Industries Limited with
effect from 12th August 1997. The service contracts provide
for, inter alia, not less than six months’ notice to be given
by Mr. Tsao to terminate the contract for the initial term of
three years and thereafter until termination by either party

by giving not less than three months’ notice.

Save as disclosed above, none of the directors 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).
DIRECTORS’ INTERESTS IN CONTRACTS

No 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 subsisted at the end of the year or at any
time during the year.

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.

EENRBEHN

EEALEANTIREEREIERR
RAEIURBEN B—NNEFENR
T HEEN - ZFEHNREREBE=F
W BRFEUERILESH > FELAD
RANERB&EA - ZFEHNR=FRKEE
B EEEA—SREANDR=FER
BT AR IE »

ROMEEEN HMESHEELARD
SRTANBRAIITUATEAIRER
—FRRILEMBAFLEE CEERE
BRN) RIRBEHY -

ESEEAHNER
EFEAXRTFRF  FRIREZNE

RARAEERBHRILET I IOTSA
NOEFEREAERNEEGH -

EEGH

AFEEA > ARTWERBEZTHFNE
HEEXEHEER TR IR NG
BEGEH)



DIRECTORS’ REPORT (continued

CONNECTED TRANSACTIONS

On 15th January 1998, Lam Soon America Inc. (“LSA”),
a wholly-owned subsidiary of the Company, entered into
a security agreement with a bank by pledging a US$4
million deposit to secure the general bank facilities
granted to Camintonn Corporation (“Camintonn”).

Camintonn is a 60%-owned subsidiary of LSA and 40%
owned by Mr. Bosco Sun, the executive management
of Camintonn. As Mr. Bosco Sun is a substantial
shareholder of Camintonn, the transaction constitutes a

connected transaction of the Group.

In August 1999, the Company executed a guarantee in
favour of the security agent for US$5.5 million (the
guaranteed amount being in proportion to the Company’s
equity interest in its subsidiary, Lam Soon Food Industries
Limited (“LSF”)) in connection with a tranche of the
syndicated loan of US$9 million granted to LSF. Since
certain directors of the Company are also directors and
shareholders of LSF, such a transaction constitutes a
connected transaction under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited.

LSF fully repaid the respective tranche of the syndicated
loan of US$9 million during the year ended 31st
December 2001.
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DIRECTORS’ REPORT (continues) "S85

DIRECTORS’ INTERESTS IN SHARES

As at 31st December 2001, the directors or their associates
had the following interests in the shares of the Company and
its associated corporations as recorded in the Register of
Directors’ Interests kept by the Company under Section 29
of the Securities (Disclosure of Interests) Ordinance:

EEHRER

RIBES (AREDR) KB TNE
M ESEMESLMEBETR  RIEE
—F+_R=1+—H SESVERF
BRECALIRNRTHEELFLATIREM
AT EmAT ¢

Number of shares held

BERBEE
Personal Family Corporate Other
interests interests interests interests
B A g RIX & it NEER H & i
(1) The Company ¥ /N
Whang Tar Choung NS 7,337,637 6,222,534 — 131,461,065
(Notes a & b)
(K15taRb)
Ng Ping Kin, Peter hRE 1,325,000 — — —
Tsao Chen, James s £ 50,000 — — —
Whang Sun Tze s5LY 28,623,743 — 19,326 116,396,624
(Note c) (Notes a & d)
(M13tc) (HtEtaRd)
Lo Kwong Chi, Clement & E& 323,754 — — —
James Eng, Jr. WIESE 149,000 — — —
Ho King Cheung A=+ 30,690 — — —
(2) Subsidiaries MEAT
Lam Soon Food FIEREIE
Industries Limited BRAT

Whang Tar Choung EPN — 90,000 — —
Tsao Chen, James g B 142,000 — — —
Whang Sun Tze =LH 3,670,090 — 21,500 —

(Note €e)

(fitzte)
Lo Kwong Chi, Clement EEX 40,000 — — —
Ho King Cheung EIE==EEs 19 — — —

M.C. Packaging Offshore Limited
Ng Ping Kin, Peter HRE 3,000



DIRECTORS’ REPORT (continued

-
T
¥

t

DIRECTORS’ INTERESTS IN SHARES (continued)

Notes:

(a) The interest disclosed herein included the interest in the
Company which the respective parties held by virtue of the
provisions of Sections 8, 9 and 10 of the Securities (Disclosure
of Interests) Ordinance and the shareholders’ agreement and
the supplemental agreement both dated 27th May 1997 made,
inter alia, between Mr. Whang Tar Choung, Mdm. Teo Joo Yee,
Dr. Whang Sun Tze (alias Whang Siong Tiat), Raven Investment
Company Limited, T.C. Whang & Company (Private) Limited
and Guoinvest International Limited.

(b) The interest disclosed represents the interest of Mr. Whang Tar
Choung in 131,461,065 ordinary shares in the Company referred
to in Note (a) above.

(c) The interest disclosed represents the corporate interest of Dr.
Whang Sun Tze in 19,326 ordinary shares in the Company held
by T.C. Whang & Company (Private) Limited and SGR
Investment Company Limited.

(d) The interest disclosed represents the interest of Dr. Whang Sun
Tze in 116,396,624 ordinary shares in the Company referred
to in Note (a) above.

(e) The interest disclosed represents the corporate interest of Dr
Whang Sun Tze in 21,500 ordinary shares in Lam Soon Food
Industries Limited held by T.C. Whang & Company (Private)
Limited.

Save as disclosed herein, none of the directors or their
associates had any other beneficial interests in the share
capital of the Company and its associated corporations as
at 31st December 2001.
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(b) FTRECERAK EXME@MTEEX
BRERBALRT 131,461,065 L 58 X
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(0 FIRECERNRE LEBLIEBT.C
Whang & Company (Private) Limited & SGR
Investment Company Limited B AR &
19,326 & @y 2 X S 1E R °
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ZRELE o

) MKBCERNKE LEBLIEBT.C
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DIRECTORS’ REPORT (continues) 0008

SHARE OPTIONS

As at 31st December 2001, details of share options granted

to the directors or eligible employees under the share option

schemes of the Company and its subsidiaries are as follows:

(1) The Company

Grantees Date of grant
ERE EEAH
i) Name of director
EFiE
Tsao Chen, 20th August 1998
James  —AANENBZTH
ER
i) Other participants
AsEE
Employees 20th August 1998
8T “ANNENRZTH

20th August 1998
“MANENAZHE

Vesting period
bt

12th August 1998 to

11th August 2001
-WMN\ENRtZRE
_2E-F/\RT-H

23rd June 1998 to

22nd June 2001
“MNNERBZT=HE
“E5-ERACTCHE

Tst April 1999 to

31st March 2002
“ANENE-HE
“Z5_F-A=T-H

BRE

RIEE—H+_HB=+—H  REX
RORSZHBREIZERESSE > EF
NEERCZETEXRERECFRBU
N

QDR /N
Number of share options
ERERBERGEE
Exercise price As at As at
Exercise period per share Tst January 2001 31st December 2001
IiTEH BRABE _3F-F-R-B _SE-F+°R=t-A
HK$
b
12th August 1998 to 2.0815 3,155,296 -
11th August 2001 (Note 1)
“AMNENRTZHE (Hyat)
_EE-F/\Rt-H
23rd June 1998 to 2.0440 1,725,604 -
22nd June 2001 (Note 2)
“AMNERRZT=RE ()
_EE-FRRCTCH
Tst April 1999 to 1.4450 1,094,605 1,094,605

31st March 2002

~ANEBA-BE
83TEzRz1-3
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SHARE OPTIONS (continued)

(2) Subsidiaries

(a) Lam Soon Food Industries Limited

BIRE B

(2) WEBRT

BMERERIEERAT

Number of share options

EREDBERGER
Exercise price As at As at
Grantees Date of grant Vesting period Exercise period ~ per share Tst January 2001 31st December 2001
Egz ERS L ITEY BREEE _£F-F£-F-B "EE-F£+2R=t+-A
HKS
8%
Employees  8th November 1993 8th November 1993 to 8th November 1993 to 22.38 144,170 126,800
g1 -AWN=E+-BNR 7th November 2003 7th November 2003 (Note 3)
-WM=E+-BNBE  -NA=E+-RANAE (&)
T2RsEi-AtA  C2BSEI-ALA
27th July 1994 27th July 1994 to 27th July 1994 to 17.54 26,055 26,055
-WAREEAZ+tA 26th July 2004 26th July 2004
-AMRFEA-tERE  -ANRECAZTERE
ZEEMFCRCtE ZEEMELRITH
8th May 1995 8th May 1995 to 8th May 1995 to 14.66 26,054 26,054
—ANRERRNH 7th May 2005 7th May 2005
-AN\RERRNHE - ANRERRNBE
ZEShERRtH _EERFRALA
(b) Flourtech International Holdings Limited
Number of share options .E‘
HEEZREEZHE =
Exercise price As at As at -
Grantees Date of grant Vesting period Exercise period ~ per share Tst January 2001 31st December 2001 K
ERé RS e ITEH BRILE _2F-F-F-B _EE-F1IA=t-H =
HK$ a
e -
i) Name of director g
E3fE <)
2
Ho King Cheung Tst February 1993 Tst February 1993 to  1st February 1993 to 1 180,000 180,000 Q
Bt -WN=E_A-H 31t January 2003 31st January 2003 >
-WNZE_F-BE -NNZE_A-BE g
“2%-%-RB=t-H ZEE=E-R=1-H :
ii) Other participant
Efn2E2
Employee Ind February 1993 2nd February 1993 to  2nd February 1993 to 1 90,000 90,000
81 -N=FZRZH 1st February 2003 1st February 2003
-WN\ZEZRZHE -NWN=#CRCZHEE
Zg2-f"R-H  ZE=E”R-H
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DIRECTORS’ REPORT (continues) 5085

SHARE OPTIONS (continued)

Notes:

(1) 3,155,296 share options lapsed on 11th August 2001.

(2) 1,725,664 share options lapsed on 22nd June 2001.

(3) 17,370 share options lapsed on 1st February 2001.

(4) The share option scheme of the Company as mentioned in item
(1) above was cancelled and terminated on 26th May 2000,
but without prejudice to any share options previously granted
under the scheme prior to such termination.

(5) No share options of the Company and of its subsidiaries were
granted, cancelled or exercised by the grantees during the
financial year.

A summary of the share option scheme approved by the
shareholders of the Company is set out in Note 24 to the

financial statements.

Apart from the foregoing, there was no arrangement to which
the Company or any of its subsidiaries was a party to enable
the directors and their spouse to acquire benefits by means
of acquisition of shares in or debentures of the Company

or any other body corporate.

BIE B
K5t -

(1) 3,155, 296fZBISER _SEE—F/\B+—
BHERE -

(2) 1,725,664 BIRER _SE—F/ B _
+_HFE -

(3) 17370 BIXER _EE—F _F—HF
E‘é °

(4) BELEXSE-EMERARTZERES
EER_EEEFHA_TIHELRR
B ERERERIHBANEERBRE
ZANTL -

6) BEE > ARIARENBLATLERT
BUB S BIER ANTEEUBRE -

BEALIEEREAETEMN ZBRE
FEICRECHIREFH MR 524
m o

FRLIEN  REEARIRZMELR
SRR TARE  ELXRIESR
EBoZLtBERRINETETEMD
S RIDUIESMESH @ -



DIRECTORS’ REPORT (continued

SUBSTANTIAL SHAREHOLDERS

As at 31st December 2001, according to the register kept
pursuant to Section 16(1) of the Securities (Disclosure of
Interests) Ordinance, the following persons (not being a
director or chief executive of the Company) were interested
in shares representing 10% or more of the issued share capital
of the Company:

Raven Investment Company Limited (“Raven”)
NEREBRAT (TRED

T.C. Whang & Company (Private) Limited (“T.C. & Co.”)
Teo Joo Yee

RIUE

Guoinvest International Limited (“Guoinvest”)
Providence Investments N.V.

Guoline Capital Assets Limited

Hong Leong Company (Malaysia) Berhad

Quek Leng Chan

BHE

HL Holdings Sdn Bhd

Hong Leong Investment Holdings Pte Limited
Kwek Holdings Pte Limited

Euro-Asia Food Limited (“Euro-Asia”)

Hap Seng Consolidated Berhad (“Hap Seng”)
Malaysian Mosaics Berhad (“Malaysian Mosaics”)
Gek Poh (Holdings) Sdn. Bhd (“Gek Poh”)

Datuk Seri Panglima Lau Cho Kun

Tan Sri Datuk Seri Panglima Lau Gek Poh

Notes:

(A) The interests disclosed herein included the interest in the
Company which the respective parties held by virtue of the
provisions of Sections 8, 9 and 10 of the Securities (Disclosure
of Interests) Ordinance and the shareholders’ agreement and
the supplemental agreement both dated 27th May 1997 made,
inter alia, between Mr. Whang Tar Choung, Mdm. Teo Joo Yee,
Dr. Whang Sun Tze (alias Whang Siong Tiat), Raven, T.C. &
Co. and Guoinvest.

FERE

RIBES (RFEER) KOS+ (=)
GRMRZERSEMBR  RZEE—
F+B=1t—H > T¥AL FER
AZESFEETHABR FEHEER
ARTEBITRA10%HE L ZIRD ¢

Number of
ordinary
shares held
BFECEBR Notes
B3 8 E By &
145,021,236 A+B
145,021,236 A+C
145,021,236 A+D
145,021,236 A+ E
145,021,236 A+F
145,021,236 A+ F
145,021,236 A+ F
145,021,236 A+F
145,021,236 A+ F
145,021,236 A+ F
145,021,236 A+ F
29,444,411
29,444,411 G
29,444,411 H
29,444,411 |
29,444,411 J
29,444,411 K
HiEt -
(A) AXFREZEDMBFE T REREOIRE

B (N EFIEN S MRHEZ
RMEURBEBRERE  RONELL - EL
FET » FE ~ T.C. & Co. K GuoinvestiR
BR—NNTCERB-+EHEIUZEERE
BERBRREMTERA L ZEL -

LAM SOON (HONG KONG) LIMITED FlE (&i8) BRAE
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DIRECTORS’ REPORT (continued) 8

SUBSTANTIAL SHAREHOLDERS (continued)

Notes: (continued)

(B)

The interests disclosed comprise (i) own interest of Raven in
8,221,205 ordinary shares in the Company and (ii) the interest
in 136,800,031 ordinary shares in the Company referred to in
Note A above.

The interests disclosed comprise (i) own interest of T.C. & Co.
in 869 ordinary shares in the Company and (ii) the interest in
145,020,367 ordinary shares in the Company referred to in Note
A above.

The interests disclosed comprise (i) own interest of Teo Joo Yee
in 6,222,534 ordinary shares in the Company and (ii) the interest
in 138,798,702 ordinary shares in the Company referred to in
Note A above.

The interests disclosed comprise (i) own interest of Guoinvest
in 94,615,248 ordinary shares in the Company and (ii) the
interest in 50,405,988 ordinary shares in the Company referred
to in Note A above.

The interests disclosed comprise (i) the corporate interests in
94,615,248 ordinary shares in the Company held through
Guoinvest referred to in Note E above and (ii) the interest in
50,405,988 ordinary shares in the Company referred to in Note
A above.

The interests disclosed represent the aggregate corporate interests
which Hap Seng held in the Company through Euro-Asia.

The interests disclosed represent the aggregate corporate interests
which Malaysian Mosaics held in the Company through Hap
Seng and Euro-Asia.

The interests disclosed represent the aggregate corporate interests
which Gek Poh held in the Company through Malaysian
Mosaics, Hap Seng and Euro-Asia.

The interests disclosed represent the aggregate corporate interests
which Datuk Seri Panglima Lau Cho Kun held in the Company
through Gek Poh, Malaysian Mosaics, Hap Seng and Euro-Asia.

The interests disclosed represent the aggregate corporate interests
which Tan Sri Datuk Seri Panglima Lau Gek Poh held in the
Company through Datuk Seri Panglima Lau Cho Kun, Gek Poh,
Malaysian Mosaics, Hap Seng and Euro-Asia.

FTERE (&)

K5t -

(B)

(%)

FIiRECEEEEONEEREREALT
8,221,205/ @RS 2 A & (i) £ SCHUEEA
B 5ttt AR A5 A B 136,800,031 AR 58 A% 2 1
ﬁ o

ﬁﬁ?&zsgm HWEEG T.C. & CoxBRAE

N E)8698% B R 2 L R (1) £ XXM EEA
B Sitt SR AR 51 145,020,367 A% L 58 % 2 1
i o

ﬁﬁf)ﬁ ECEMBENRIUBRLEIARERA

NE16,222,5340% i@ 2 MR (i) £ XX
MyEEARTIL IR A /X E]138,798,7020% & 5@ I
KRS o

T E R BIE() GuoinvestAE BIRA
AN E)94,615,2488% = @A 2 MM K (i) =3
B EEART T IR AR B 50,405,988% & i@ B
2R

P EE 2 M B IE J:SZBT'J‘DEE?JTLLJB
GuoinvestiF BIR A2 8)94,615,2480% L &
B% 2 R R i) LYMjDEAﬁﬁJI‘ﬁAZEA\
§]50,405,988% & @ k% < fE

PR 88 2 &\ &R Hap SengL_JE Euro-Asia
RESRIRDZADERRBE -

P12 82 2 #Efm X T Malaysian MosaicsiE B
Hap SengR Euro-AsiaT B AR SR D Z A
SEMMRE -

PTIR B 2 B 1N TR Gek PthﬂMalaysmn
Mosaics * Hap SengR Euro-AsiafF B AR
BBz __HEE%«L.\EE °

FiT#2 88 2 #E R X 2= Datuk Seri Panglima Lau
Cho Kuni% & Gek Poh » Malaysian
Mosaics ~ Hap Seng Euro-Asiafif B A2 T
D2 ABIERREE -

FT#H 88 Z ML &R Tan Sri Datuk Seri
Panglima Lau Gek Pohi% @ Datuk Seri
Panglima Lau Cho Kun > Gek Poh
Malaysian Mosaics * Hap Seng/& Euro-Asia
REARIRDIRITEDRE -
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SUBSTANTIAL SHAREHOLDERS (continued)

Save as disclosed herein, no other person (not being a director
or chief executive of the Company) is recorded in the register
kept pursuant to Section 16(1) of the Securities (Disclosure
of Interests) Ordinance as having an interest in 10% or more
of the issued share capital of the Company as at 31st
December 2001.

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

There was no purchase, sale or redemption of the Company’s
listed shares by the Company or any of its subsidiaries during

the year.
MAJOR CUSTOMERS

The sales amount attributable to the Group’s 5 largest
customers combined accounted for less than 30% of the

Group’s total turnover for the year.
MAJOR SUPPLIERS
The purchases amount attributable to the Group’s 5 largest

suppliers combined accounted for less than 30% of the

Group’s total purchases for the year.
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DIRECTORS’ REPORT (contines HRSEEES aa

DIRECTORS’ REMUNERATION ESHE

The aggregate remuneration of the directors of the Company  REFB R EEFIE—F/+— &Mt
calculated in accordance with Section 161 of the Hong Kong BEALNBMEZHISEEEAT -

Companies Ordinance is as follows:

2001 2000
—EEF =55
HK$’000 HK$’000

BEFT BETFIT

Directors’ fees E58EE

— Executive — H1EES 100 150

— Non-executive — FETES 1,081 960
Salaries, housing, other allowances ¥ ~ BS

and benefits in kind HiUZa R EYF 4,616 7,104
Pension scheme contributions BAREETEIHE 145 208

5,942 8,422

The independent non-executive directors received cFE BUFHCTESHNESTES
HK$460,000 as directors’ fees for the year. HE® 460,0007T °

The remuneration of certain directors represents remuneration HTESHMERRERBAIRIRA
received in respect of services rendered to the Company and A EEFEREBNNWE RS AVREN -
its Hong Kong and overseas subsidiaries.

The numbers of directors whose remuneration fell within the BiEE NIIEBESESSEHEHUT -

following bands were:

EYHE (2) HIE ailiwil (DNOX DNOH) NOOS WV1

HK$ 2001 2000
LR —®mE-F _ETEF
Nil — 1,000,000 10 10

2,000,001 - 2,500,000 _
4,000,001 — 4,500,000 1 1
11 12

There was no arrangement under which a director had waived B EEsTV EHNENNE=NENERE
or agreed to waive any remuneration. S22 HE -



DIRECTORS’ REPORT conines ;

EMPLOYEE COSTS BEEEHR

The five highest paid individuals included one director, details A BRZEWANEERE—RES  H
of whose remuneration are set out above. The remaining BiERIEFES IR EX - 8T E S AV B

employees’ remuneration are analysed as follows: LEFIBUWT -
2001 2000
—_EEF _E55
HK$7000 HK$000

BT BETT

Salaries, housing, other allowances ¥& *BS

and benefits in kind Hi 2R BRI T 8,401 6,429
Pension scheme contributions EARESETEHEE 208 229
8,609 6,658

The number of employees whose remuneration fell within BB T IEENESHEUT :

the following bands were:

HK$ 2001 2000
B8 () “EE-E 2=
1,500,001 - 2,000,000 2 —
2,000,001 - 2,500,000 — 3
2,500,001 - 3,000,000 2 —
4 3

The remuneration of certain individuals represents EHTEEERRBRERBAIRAIRAEAR
remuneration received in respect of services rendered to the BITEEBRBNNWE L SIAIRE
Company and its Hong Kong and overseas subsidiaries.

LAM SOON (HONG KONG) LIMITED I (i) BRAF
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DIRECTORS” REPORT (coninves BRSNS i

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 Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited throughout the financial year
ended 31st December 2001, except that the non-executive
directors were not appointed for a specific term as they are
subject to retirement and re-election at the Company’s Annual
General Meeting in accordance with the Company’s articles

of association.
AUDITORS

A resolution to re-appoint the retiring auditors, Messrs. PKF,
is to be proposed at the forthcoming Annual General Meeting.

By order of the Board
Whang Tar Choung
Chairman

Hong Kong, 24th January 2002
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