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

The principal activity of the Company is investment
holding. Details of the principal activities of the
principal subsidiaries are set out in note 18 to the
financial statements. Except for the discontinued portal
services operation as detailed in note 6 to the financial
statements, there were no significant changes in the
nature of the Group’s principal activities during the
year.

An analysis of the Group’s turnover and confribution
to results by principal activity and geographical area
of operations for the year ended 31 December 2001 is

set out in note 4 to the financial statements.

The Group’s profit for the year ended 31 December
2001 and the state of affairs of the Company and the
Group at that date are set out in the financial
statements on pages 34 to 101.

The directors do not recommend the payment of any
dividend in respect of the year.

A summary of the published results and assets and
liabilities of the Group for the last five financial years,
as extracted from the audited financial statements and
reclassified as appropriate, is set out on pages 102 to
103. This summary does not form part of the audited
financial statements.

EZEERELAQRAREKEERE=Z
2+ A=+ -PRLFEZESE
BEEREERMBRE

ARBZEBERBRREER - BEXENW
BRAAZEEXEBFRANMBHRRN
AE18 o F R BRIRMIFEOFT AL AL LE A PIHE A
RIE2EBN AEFETEEBL 2MHET
BEEAREH-

AEEHE-EE-F+=-HA=+—8H
LFERTEERRERHER S 2E
¥ANEZERENTERRHTL -

rEEEE-_ZEE-F+-A=1t—H
LEFERZERN URAQXFRAEBER
ZHZRR BRI BIREREIAEEHE 101
BERe

ESENTEBRRAFEEMARI

FEEBELEMRFECXEREE
HEEREIRAFHREI02EEHE103
BB EAFEELMBRR AN

o

\

P



Details of movements in the fixed assets of the Group
during the year are set out in note 15 to the financial
statements.

Details of the Company’s share capital and movements
in the Company’s share options during the year are
set out in note 29 to the financial statements.

There are no provisions for pre-emptive rights under
the Company’s bye-laws/articles of association or the
laws of Bermuda which would oblige the Company to
offer new shares on a pro rata basis to existing
shareholders.

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

Details of movements in the reserves of the Company
and the Group during the year are set out in note 30
to the financial statements.

At 31 December 2001, the Company’s reserves
available for distribution, calculated in accordance
with the Companies Act 1981 of Bermuda (as
amended), amounted to HK$55,942,000. In addition, the
Company’s share premium account, in the amount of
HK$72,641,000, may be distributed in the form of fully

paid bonus shares.
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In the year under review, sales to the Group’s five largest
customers accounted for approximately 32% of the
total sales for the year and sales to the largest customer

included therein amounted to approximately 16%.

Purchases from the Group’s five largest suppliers
accounted for less than 30% of the total purchases for

the year.

None of the directors of the Company or any of their
associates or any shareholders (which, to the best
knowledge of the directors, own more than 5% of the
Company’s issued share capital) had any beneficial

interest in the Group’s five largest customers.

The directors of the Company during the year were:

Executive directors
Chan Ho Sing
Hui Sing Cheung, Dave

Independent non-executive directors
Li Sau Hung, Eddy

Lo Kwok Kwei, David

Subsequent to the balance sheet date, on 28 March
2002, Hui Sing Cheung, Dave resigned as an executive
director and Ho Kwong Kuen, David was appointed as
an executive director.

In accordance with clause 87(1) of the Company’s
bye-laws, Lo Kwok Kwei, David will retire by rotation
and, being eligible, will offer himself for re-election at

the forthcoming annual general meeting.
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Biographical details of the directors of the Company
and the senior management of the Group are set out
on pages 18 to 19 of the Annual Report.

Chan Ho Sing entered into a service contract with the
Company for a term of three years commencing from
1 January 2000. Hui Sing Cheung, Dave entered intfo a
service contract with the Company for a term of three
years commencing from 25 November 1999. The above
contracts are subject to termination by either party
giving not less than six months’ notice, such notice
expiring on or at any time after the expiry of the initial

term of three years.

Subsequent to the balance sheet date, Hui Sing
Cheung, Dave terminated his service contfract with the
Company on 28 March 2002. Without any claim against
the Company whatsoever, whether in respect of fees,
remuneration or compensation for loss of office.

Apart from the foregoing, no director proposed for re-
election at the forthcoming annual general meeting
has a service contract with the Company which is not
determinable by the Company within one year without
payment of compensation, other than statutory

compensation.

No director of the Company had a material interest,
whether directly or indirectly, in any confract of
significance to the business of the Group to which the
Company or any of its subsidiaries was a party during

the year.
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At 31 December 2001, the inferests of the directors and
their associates in the share capital of the Company
or its associated corporations, as recorded in the
register maintained by the Company pursuant to
Section 29 of the Securities (Disclosure of Interests)
Ordinance (the “SDI Ordinance”), were as follows:

Ordinary shares of the Company

Name of director
EENA

Chan Ho Sing Note 1
BR 5 AR HtaE 1

Chan Ho Sing Note 2

BR 5 AR Hfat2
Chan Ho Sing

BR 5 AR

Hui Sing Cheung, Dave

FREHE

Note 1: These shares are owned by Man Yue Holdings Inc.,
a company incorporated in the Bahamas, the
entire issued share capital of which is ultimately
beneficially owned by the family trust of Chan Ho

Sing.

Note 2: The family interests represent share options held

by Kee Chor Lin, the spouse of Chan Ho Sing.

In addition to the above, Chan Ho Sing has non-
beneficial personal equity interests in certain
subsidiaries held for the benefit of the Company
solely for the purpose of complying with the
minimum company membership requirements.
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Save as disclosed above and as disclosed under the
heading "Directors’ rights to acquire shares”, none of
the directors or their associates had any personal,
family, corporate or other interests in the equity or debt
securities of the Company or any of its associated

corporations, as defined in the SDI Ordinance.

Apart from as disclosed under the headings "Directors’
interests in shares” above and “Share option scheme”
below, at no tfime during the year were rights to acquire
benefits by means of the acquisition of shares in the
Company granted to any director or their respective
spouse or children under 18 years of age, or were any
such rights exercised by them; or was the Company or
any of its subsidiaries a party to any arrangement to
enable the directors to acquire such rights in any other
body corporate.

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. On 13 February 1997,
the Company approved the Scheme under which the
board of directors of the Company may, at their
discretion, invite any executive director or employee
(excluding independent non-executive directors) of the
Group to take up options to subscribe for share of the
Company at any time during the ten years from the

date of approval.

The subscription price is determined by the directors
and is the higher of a price not less than 80% of the
average closing price of the Company’s shares on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) for the five trading days immediately
preceding the date of grant of the option or the
nominal value of the shares.
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The maximum number of shares on which options may
be granted under the Scheme may not exceed 10% of
the ordinary share capital of the Company in issue
from time to time.

The offer of a grant of share options may be accepted
within 40 days from the date of the offer, upon payment
of a nominal consideration of HKS1 in total by the
grantee.

The Stock Exchange has introduced a number of
changes to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) on share
option schemes. These new rules came into effect on 1
September 2001. No share options have been granted
under the Scheme since 5 June 2000. However, any
option to be granted under the Scheme shall be
subject to the new rules which include, inter alia, the
following:—

(a) the maximum number of shares issuable under the
share option to each eligible participant within
any 12-month period is limited to 1% of the shares
in issue at any time. Any further grant of share
options in excess of this limit is subject to
shareholders’ approval in advance in a general
meeting;

(b) share options granted to a director, chief
executive or substantial shareholder, or to any
of their associates, are subject to approval in
advance by the independent non-executive
directors; and

(c) the exercise price of share options is determined
by directors, but may not be less than the higher
of: (i) the Stock Exchange closing price of the
shares on the date of grant of the share options;
and (ii) the average Stock Exchange closing
price of the shares for the five frading days
immediately preceding the date of the grant.
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Report of the Directors

EEEHRES

Share option scheme (continued)
The Company shall amend, in due course, the terms of

the Scheme to comply with the requirements of the

amended Listing Rules on share option schemes.

The following share options were outstanding under the

Scheme during the year:
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BREHA AREARHER"
Granted/ Lapsed/ Exercise
Name or At1 (Exercised) Cancelled At 31 Date of price At grant At exercise
category of January during during  December grant of Exercise period of of share  date of  date of
participant 2001 the year the year 2001 share options share options options*  options options
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Directors
Bz
Chan Ho Sing 11,000,000 - — 11,000,000 30121997 30.12.1997 t0 12.2.2007  0.7856 1.02 -
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* The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or other

similar changes in the Company’s share capital.

** The price of the Company’s shares disclosed as at the
date of the grant of the share options is the Stock
Exchange closing price on the trading day immediately
prior to the date of the grant of the options. The price
of the Company’s shares disclosed as at the date of
the exercise of the share options is the weighted average
of the Stock Exchange closing prices over all of the

exercises of options within the disclosure category.

Due to the resignation of Hui Sing Cheung, Dave on 28
March 2002, a total of 2,000,000 share options granted
tfo him on 21 January 2000 were lapsed on 28 March
2002.

Summary details of the Company’s share option
scheme are also set out in note 29 to the financial

statements.

The financial impact of share options granted is not
recorded in the Company’s or the Group’s balance
sheet until such time as the options are exercised, and
no charge is recorded in the profit and loss account or
balance sheet for their cost. Upon the exercise of the
share options, the resulting shares issued are recorded
by the Company as additional share capital at the
nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the
shares is recorded by the Company in the share
premium account. Options which are cancelled prior
to their exercise date are deleted from the register of
outstanding options.
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At 31 December 2001, the following interests of 10% or
more of the share capital of the Company were
recorded in the register of interests required to be kept
by the Company pursuant to Section 16(1) of the SDI
Ordinance:

Name of shareholder BRER

Man Yue Holdings Inc. (Note) Man Yue Holdings Inc. (#fF)

Chan Ho Sing BR & B
Li Tung Lok 5] 4

Note: Man Yue Holdings Inc. is ultimately beneficially owned
by the family frust of Chan Ho Sing. The interests
disclosed under Chan Ho Sing represent his deemed
interests in the shares of the Company by virtue of his
interests in Man Yue Holdings Inc. and have been
disclosed under the heading "Directors’ interests in

shares” above.

Save as disclosed above, no person, other than the
directors of the Company, whose interests are set out
in the section "Directors’ inferests in shares” above, had
registered an interest in the share capital of the
Company that was required to be recorded pursuant
to Section 16(1) of the SDI Ordinance.

R-ZBZE-F+ZA=1+—H 'BAQH
BREHRBEEZEMEIO(NGREEMEFE
ZE ML FAEARDARAE10%H L
LREZALTMT:

Interest

Number of %
shares held =
BERYE Bl
179,734,000 48
179,734,000 48
47,760,000 13

Btz : Man Yue Holdings Inc. BB K 2
REEATESRAEREE B
WEZEZDERLBREMMan Yue
Holdings Inc. 2 EZMEREFEZ
AAFROER YEREXESEZ
RpER ] — PR FUEE

BREMAEEERENRLEXESZRG
i —HScESRER N WEEF
AT REBEHERESIRPIFE16(0)E BT
BFEARDARAESRS-



During the year, connected transactions entered into
by the Group are set out in note 35(b) to the financial
statements under the heading of "Related party
fransactions”.

The Company has an audit committee which was
established in accordance with the requirements of
the Code of Best Practice, for the purposes of reviewing
and providing supervision over the Group’s financial
reporting process and internal controls. The audit
committee comprises the two independent non-

executive directors of the Company.

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 of the
Stock Exchange, throughout the accounting year
ended 31 December 2001, except that the
independent non-executive directors of the Company
are not appointed for specific tferms as required by
paragraph 7 of the Code, but are subject to retirement
by rotation in accordance with the Company’s bye-
laws.
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Report of the Directors

EEEHRES

Auditors

Ernst & Young retire and a resolution for their
reappointment as auditors of the Company will be
proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD
Chan Ho Sing
Chairman

Hong Kong
25 April 2002
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