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REPORT OF THE DIRECTORS

The directors present their annual report and the audited
financial statements of the Company for the year ended
31 December 2001.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
activities of its principal subsidiaries and principal
associates are set out in notes 38 and 39 to the financial

statements respectively.
SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and
principal associates at 31 December 2001 are set out in

notes 38 and 39 to the financial statements respectively.
RESULTS

The results of the Group for the year ended 31 December
2001 are set out in the consolidated income statement on

page 31.
FIVE YEAR FINANCIAL SUMMARY

A summary of the audited results and the assets and liabilities
of the Group for the last five financial years ended 31

December 2001 is set out on page 104 of the annual report.
RESERVES

Movements during the year in the reserves of the Group
and the Company are set out in note 27 to the financial

statements.
PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant
and equipment of the Group are set out in note 13 to the

financial statements.
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SHARE CAPITAL AND WARRANTS

Details of movements during the year in the share capital
and outstanding warrants of the Company are set out in

note 26 respectively to the financial statements.
MAJOR CUSTOMERS AND SUPPLIERS

The percentage of the aggregate turnover attributable to

the Group’s five largest customers is as follows:

%
12.30
41.18

The largest customer

Five largest customers combined

The percentage of the aggregate purchases attributable to

the Group’s five largest suppliers is as follows:

%
30.34
59.42

The largest supplier

Five largest suppliers combined

Ms. Chen Ming Yin, Tiffany and Mr. Heung Wah Keung,
who are directors of the Company, are directors of and
have beneficial interests in one of the Group’s five largest
suppliers. All transactions between the Group and the
supplier concerned have been carried out on normal
commercial terms and in the ordinary course of business

of the Group.

Save as aforesaid, none of the directors, their associates
or any shareholders (which to the knowledge of the
directors owned more than 5% of the Company’s issued
share capital) had any interests in the Group’s five largest

customers or five largest suppliers.
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DIRECTORS

The directors of the Company during the year and up to

the date of this report were:

Executive directors:

Mr. Heung Wah Keung
Ms. Chen Ming Yin, Tiffany
Ms. Li Yuk Sheung
(appointed on 24 September 2001)

Independent non-executive directors:

Mr. Hung Cho Sing
Mr. Ho Wai Chi, Paul

Under Bye-law 99(A) of the Company’s Bye-laws, Mr. Ho
Wai Chi, Paul shall retire by rotation at the forthcoming
annual general meeting and, being eligible, offers himself

for re-election.

Under Bye-law 102(B), Ms. Li Yuk Sheung shall retire at
the forthcoming annual general meeting and, being eligible,

offers herself for re-election.

The term of office for each independent non-executive
director is the period up to his retirement by rotation in

accordance with the Company’s Bye-laws.

No director proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Company or any of its subsidiaries which is not
determinable within one year without payment of

compensation (other than statutory compensation).
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R_-FF—HE+_H=1+—H  FEFERUEEZ At 31 December 2001, the interests of the directors and
T 8 N e A AR O ) % R Wk 0k T R 98 R 0 (4 their associates in the share capital of the Company and
PEME R R (T i B BE R R 1) ) v B A5 A 9 e 8 its associated corporations, within the meaning of the
TE 25 0% 9] 565 2000 B 28 R A o ) % i 1 PO sl AR Securities (Disclosure of Interests) Ordinance (the “SDI
8 b oy ) o AT R R A B AR ST ) ZH N Ordinance”), as recorded in the register maintained by the
EAFAREEHERLNARAFRZERNT ¢ Company pursuant to Section 29 of the SDI Ordinance or

as otherwise notified to the Company and The Stock

DIRECTORS’ INTERESTS IN SHARES

Exchange of Hong Kong Limited pursuant to the Model
Code for Securities Transactions by Directors of Listed

Companies were as follows:

1. JoF #F 7 70 i B 4k

1. Interest in ordinary shares

G AR (i) The Company
Pi F5 Be 4y B H
Number of shares held
il N B 2 K4 2 v BE 2

E & 3:¥ Personal Family Corporate

Name of director interest interest interest

T 3 58 5 /42 111,059,600 471,682,300 126,566,100

Mr. Heung Wah Keung (Hfita) (Hf7EDb)

(note a) (note b)

BB € 22 57,338,000 237,625,700 414,344,300

Ms. Chen Ming Yin, Tiffany (Hfikc) (M #td)

(note c¢) (note d)

EEH L L 800 — —

Ms. Li Yuk Sheung

Mgt - Notes:

() H 57,338,000 e HBEW EL LFRE - (a) These shares are held as to 57,338,000 shares by Ms. Chen
287,778 200t Bty BRI L L 2 B HA Z Ming Yin, Tiffany, as to 287,778,200 shares by Porterstone
Porterstone Limited ([ Porterstone] ) ¥ i & Limited (“Porterstone”) (a company wholly-owned by Ms.
126,566,100 Bt 43 i Glenstone Investments Limited Chen Ming Yin, Tiffany) and as to 126,566,100 shares by
([Glenstonel) 2B WA Z L EHFMAF ([ E]) Dorest Company Limited (“Dorest”), a company wholly-
A ° M Glenstonefl] H Porterstone% il H 6090 HE 3% owned by Glenstone Investments Limited (“Glenstone”)
Ko 1h) 3 i S A e ) o 4000ME RS o BRBIZE L H 2 bR which is in turn controlled as to 60% by Porterstone and as
Ii 2 5% 58 A2 W AR 2% BE R i Porterstone K BRI 38 & £ to 40% by Mr. Heung Wah Keung. Mr. Heung Wah Keung,
Fife 2 By HERE o husband of Ms. Chen Ming Yin, Tiffany, is deemed to be

interested in the shares held by Porterstone and Ms. Chen

Ming Yin, Tiffany.
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o 36 P 45 B 0 B 2R (ap)

G) ARAW (4)

(b BERMEZERST -

(© HH 111,059,600 B 4y by # 5k e 2B ¥ A > Wi
126,566,100/ Bt 1 2 EF A o BRI L dl %
WHEZERD -

(d) FH 126,566,100 B4 th % & F:H K 287,778,200/
By i PorterstonefF A o

GOAAFAZHBREAAGRENAGRAF ([

DIRECTORS’ INTERESTS IN SHARES

(continued)

() The Company (continued)

(b) These shares are held by Dorest.

(¢) These shares are held as to 111,059,600 shares by Mr. Heung
Wah Keung and as to 126,566,100 shares by Dorest. Ms. Chen

Ming Yin, Tiffany is deemed to be interested in such shares.

(d) These shares are held as to 126,566,100 shares by Dorest
and as to 287,778,200 shares by Porterstone.

(ii) Ocean Shores Group Limited (“Ocean Shores”), an

B 1) associate of the Company

Pt &5 B 4 ¥ H RBH B
WA HE 22 Pk B Number of Shareholding
Name of director Nature of interest shares held percentage
Ih) 2 5% g 2k 2 H
Mr. Heung Wah Keung Corporate 183,600,000* 38.64%
BB 6 &+ AT
Ms. Chen Ming Yin, Tiffany Corporate 183,600,000* 38.64%

L EERMGH R ARAF ZEEWE A A Classical
Statue Limited ([CSL]) FH o W% T X TR ER
R pT A > 1 3 0 e A e B 3 L LB AR A
Al MERR o WO AR R B B T A B 2
)

* These shares are held by Classical Statue Limited (“CSL”), a
wholly-owned subsidiary of the Company. Mr. Heung Wah
Keung and Ms. Chen Ming Yin, Tiffany are deemed to be
interested in all these shares as a result of their interest in
the Company as disclosed in the Section “Substantial

Shareholders” below.
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P A By B A () DIRECTORS’ INTERESTS IN SHARES
(continued)

2. WEBGZHER 2. Rights to acquire shares

G B 2 5] BBy 2 B (i) Rights to acquire shares in the Company

A E & FEF A DT DT R S AR A B B The directors of the Company had personal interests in
d 33 1PN £330 share options to subscribe for shares in the Company

granted as follows:

ik JBe HE B H
Number of share options
“ERAP
—H—HRE
“EEAE
wRATHEM +-H=+—H
Exercise At 1.1.2001
WA A7 45 451 R price and
Name of director Exercisable period per share at 31.12.2001
T
HKS$
I 3 i S A —hWhARNE+—AZ+—HEZFFAN4E+—HAZ1TH 2.107 9,682,012
Mr. Heung Wah Keung 21.11.1996 to 20.11.2006
“EEREFE=ZATNHEZR-FE=ZA-1++tH 0.584 13,250,000
28.3.2000 to 27.3.2010
CREBERENAHE_FE-FHEANA—H 0.283 6,000,000
2.6.2000 to 1.6.2010
(SR g v —hhARE+—H Z+—HBEFEANE+—HA2+H 2.107 9,682,012
Ms. Chen Ming Yin, 21.11.1996 to 20.11.2006
Tiffany ZEFFEEAZFTNHEZF-FFE=H_++LtH 0.584 13,250,000
28.3.2000 to 27.3.2010
CREBERENA_HE_FE-FHEANA—H 0.283 6,000,000

2.6.2000 to 1.6.2010

AR P9I I ) 4 R R - B RS AT No options were granted to and exercised by the directors
56 A o J T o during the year.
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DIRECTORS’ INTERESTS IN SHARES

(continued)
2. Rights to acquire shares (continued)
(ii) Rights to acquire shares in Ocean Shores

Ocean Shores has a share option scheme under which
Ocean Shores’ full time employees and executive directors
may be granted options to subscribe for shares in Ocean
Shores. There were no options granted to the directors of

the Company during the year.

Other than as disclosed above, no interests were held or
deemed or taken under the SDI Ordinance to be held by
any directors or chief executives of the Company or their
respective associates in any share capital of the Company
or any associated corporations (within the meaning of the
SDI Ordinance) which were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited
pursuant to Section 28 of the SDI Ordinance or pursuant
to the Model Code for Securities Transactions by Directors
of Listed Companies which are required pursuant to Section
29 of the SDI Ordinance to be entered in the register

referred to therein.

Other than as disclosed above, at no time during the year
was the Company or any of its subsidiaries, 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.
SHARE OPTION SCHEME

The share option scheme (“Scheme”) of the Company
during the year was adopted by the Company on 23
October 1996 (“the Adoption Date”). The major terms of

the Scheme are summarised as follows:

1. The purpose of the Scheme was to provide incentives

to the participants.

2. The participants of the Scheme included any employee

or director of any members of the Group.
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Vi DB T ) () SHARE OPTION SCHEME (continued)

Ao R 4% Y 2 B R T i e 2 Mt b B SH
A AN T A g 2 CBEAT A 10% o DA
JEEAF BEAE S HAE > It EFR%5176,326,696/8
JBe iy -

1h [ — 22 53 2 th 2 W RO e 9 B 2 e >
AR B 457 N A i T AT PRy A
B A1 A E B &z B R 259% o

Sl JBE MR W L % 452 B AR B I A R A AT
ﬁ o

AL B T 5% ) P AR 2 AT A 1 o bt
56 19 PR R 4R e

RN R AR H W EE 30 B 4 A % A b
Chnge#y) > 3 1 A2 5] 3 AF 19 564 W] 38 53
E\‘ o

S P HE Z AT BE R A TR Z W

(i) AE ¥ i e B H 90 i 08 52 5 H BeAr 2 °F

¥ fE80% 5 K&

Gi) JBE4 T -

B A PR A H O PR A TR A e AR

Z HBIA > Bl AL 6 B AR IR 2 4R 4 7 3L
Sl JB i ko

The maximum number of shares in respect of which
options might be granted under the Scheme must not
exceed 10% of the issued share capital of the Company
from time to time and should be of maximum of

176,326,696 shares as at end of the year under review.

The maximum number of shares in respect of which
options might be granted to a participant, when
aggregated with shares and issuable under any option
granted to the same participant under the Scheme, must
not exceed 25% of the maximum shares under the

Scheme from time to time.

Any option may be exercised in whole or in part at
any time after the date on which the option is deemded

to be granted.

The exercise period of an option granted under the
Scheme must not exceed a period of 10 years
commencing on the expiry of the abovementioned

minimum holding period.

The acceptance of an option, if accepted, must be made
within 30 days from the date of the offer of the grant
with a non-refundable payment of HK$1.00 from the

grantee to the Company.
The exercise price of an option must be the higher of:

(i) a price not less than 80% of the average closing
price of the share for the 5 trading days immediately

preceding the grant; and

(ii) the nominal value of the share.

The life of the Scheme is that the Board shall be entitled
at any time following the Adoption Date and before
the tenth anniversary of the Adoption Date to offer

the grant of an option to any eligible employee.
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SHARE OPTION SCHEME (continued)

Wi AR 2 B 48 B T A 0.05 s Details of movements in the share options to subscribe

TC A Z W Z BB E for shares of HK$0.05 each in the Company granted under
the Scheme during the year are as follows:
ik OB 4 B H
Number of share options
2 i
R =Y
3 —H—H & & AE =+—H
B AT B AT i 2% 3 ARAT
Exercise Outstanding Lapsed Outstanding
A7 496 399 |t price at upon at
Exercisable period per share 1.1.2001 resignation 31.12.2001
.
HK$
W
Directors
I 2 58 S AR —hWhAEtT+—AZ+—H=E 2.107 9,682,012 — 9,682,012
Mr. Heung Wah Keung ZZZEAN4%E+—HI1TH
21.11.1996 - 20.11.2006
ZEFRE=AZF)NHE 0.584 13,250,000 — 13,250,000
S -RE=A LN
28.3.2000 - 27.3.2010
ZERERENAZHE 0.283 6,000,000 — 6,000,000
RN A
2.6.2000 - 1.6.2010
B B 3 &+ —WhAE+T+—AZ+—H=E 2.107 9,682,012 — 9,682,012
Ms. Chen Ming Yin, ZEERNE+T+—HAZ+H
Tiffany 21.11.1996 - 20.11.2006
ZEFRE=AZF)NHE 0.584 13,250,000 — 13,250,000
S -FE=A LN
28.3.2000 - 27.3.2010
ZERERENAZHE 0.283 6,000,000 — 6,000,000
RN A N
2.6.2000 - 1.6.2010
57,864,024 — 57,864,024
& 8 —WINE—HAHHAE 0.175 1,271 — 1,271
Employees ZEFhLE—HAWH
5.1.1999 - 4.1.2009
ZERREREZAZTNHE 0.584 18,500,000 3,800,000 14,700,000
S -RE=A LN
28.3.2000 - 27.3.2010
ZERRERENAZHE 0.283 12,000,000 — 12,000,000
RN A
2.6.2000 - 1.6.2010
30,501,271 3,800,000 26,701,271
88,365,295 3,800,000 84,565,295
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B A 5 I PN A B2 hE A% CONNECTED TRANSACTIONS AND
DIRECTORS’ INTERESTS IN CONTRACTS

ERNEATHBREZ G REEREGHTER R Details of the discloseable connected transactions and
1ii k1 ORS B B R M RE 36 o directors’ interests in contracts for the year are set out in

note 36 to the financial statements.

A2 E) B Sr IR AT O A B AR R B R The independent non-executive directors of the Company

FMaE36()Z FE A 5 T3 % BEBAT W dlk 2 Rk & have reviewed and confirmed that the connected

— R T E R AR B R AT - HAR transactions as stated in note 36(a) to the financial

2] BORN B AFA B o T AR 48 B AT ek R statements were conducted in accordance with the terms

HREZBEKFFELERERBRARR ZRZET of the distribution agreements, carried out on normal

AT HZXREEE EFMHS0% - commercial terms, in the ordinary course of business of
the Group and fair and reasonable so far as the
shareholders of the Company were concerned and that the
net outstanding amount of the advances made under the
distribution agreements had not exceeded 50% of the
audited consolidated net assets of the Company at 31
December 2000.

B bt B 45 88 35 A o Y AR BE A A B4R 19 AR AT IR ] Other than as disclosed above, no contracts of significance
S JI AE i) Hy AR 2 ) A e BB 4 B 2 BRLET AL to which the Company or any of its subsidiaries was a
AAFEFHEXHNBERFERERZIEKRS party and in which a director of the Company had a
# o material interest, whether directly or indirectly, existed at

the end of the year or at any time during the year.
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Porterstone®
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2001, the register of substantial
shareholders maintained by the Company under Section
16(1) of the SDI Ordinance showed that other than the
interests disclosed above in respect of certain directors,
the following shareholders had an interest of 10% or more

in the issued share capital of the Company:

B by ¥ H ¥l E 2
Number of shares %
414,344,300 23.50

* Porterstone and Dorest have direct interests in 287,778,200
shares and 126,566,100 shares of the Company respectively.
Dorest is a company wholly-owned by Glenstone which is in
turn beneficially owned as to 60% by Porterstone (a company
wholly-owned by Ms. Chen Ming Yin, Tiffany) and as to 40%
by Mr. Heung Wah Keung.

Other than as disclosed above, the Company had not been
notified of any other interests representing 10% or more
of the Company’s issued share capital as at 31 December
2001.

RETIREMENT BENEFITS SCHEME

Particulars of the retirement benefits scheme of the Group

are set out in note 35 to the financial statements.

PURCHASE, SALE AND REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities

during the year.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis

to existing shareholders.

COMPLIANCE WITH CODE OF BEST
PRACTICE

The Company has complied throughout the year ended 31
December 2001 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.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events are set

out in note 37 to the financial statements.

AUDITORS

A resolution will be submitted to the forthcoming annual
general meeting to re-appoint Messrs. Deloitte Touche

Tohmatsu as auditors of the Company.

On behalf of the Board
Heung Wah Keung

Chairman

Hong Kong, 26 April 2002



