Management Report

PRINCIPAL ACTIVITIES

Principal activities of the Group are manufacturing and selling of furniture and fixtures and provision of
services for interior building works. Luxurious hotels, which accounted for approximately 64% of the
Group's turnover, continued to be the most important clientele of the Group.

MAJOR MARKETS

Mainland China and the Hong Kong SAR, accounted for approximately 86% (2001: 73%) of the Group's
turnover, continued to be the principal markets of the Group. Overseas markets have been affected by
the global economic downturn and sales to these markets decreased by 28% to HKS55 million.

OPERATIONS

Following the substantial investment of HKS49 million in fixed assets in the year 2000/01, the Group
invested much less in production facilities in the year 2001/02 as we concentrated on integrating the
newly installed machines. Investment in fixed assefts for the year under review was HKS$14 million.

HUMAN RESOURCES

As at 31 March 2002, the Group employed 134, 741 and 8 staff in Hong Kong, the Mainland China and
Singapore respectively (2001: 135, 823 and 8 respectively).

FINANCIAL RESOURCES

The Group continued to maintain a conservative financial structure during the year. As at the balance
sheet date, total bank borrowings amounted to HK$35 million (2001: HK$22 million), representing
approximately 14% (2001: 9%) of the Group's total net worth. Finance costs were maintained at a low
level of HK$2.7 million (2001: HK$1.7 million), representing only 0.7% (2001: 0.6%) of the Group's turnover.
The Board believes that the Group's ample available banking facilities and its bank balances should
provide with the Group sufficient financial resources for its operations and future development.

As at 31 March 2002, the land and buildings owned by the Group and situated in the Mainland China
with a net book value of HK$8.2 million (2001: HK$8.7 million) were pledged to a bank to secure a loan
granted to the Group. There were contfingent liabilities in respect of counter-guarantees, amounting to
HKS$6.9 million (2001: HK$33.8 million) given in favour of certain financial institutions against liabilities of
these parties arising from non-compliance of terms of interior building works being undertaken by the
Group.
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CORPORATE GOVERNANCE

The Audit Committee, which was comprised of the two Independent Non-executive Directors, met twice
since the last AGM to review and discuss the Group's interim and annual results and other audit and
intfernal control issues with the external auditors.

In the opinion of the Directors, the Company has complied throughout the year with the Code of Best
Practice as set out by the Stock Exchange in Appendix 14 to the Listing Rules.

Recognising his contributions to the local community, the Chairman of the Board was named an
Honorary Citizen of Dongguan City during the year.

DIVIDEND POLICY

The Company paid out approximately 50% of this year net profit as dividends. Since it has been listed on
the Hong Kong Stock Exchange, the Group has paid out approximately 31% of its net profit for the
period.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Monday, 19 August 2002 to Thursday, 22
August 2002, both days inclusive. During this period, no transfer of shares will be effected. In order to
qualify for the attendance at the Annual General Meeting, shareholders must lodge all tfransfer
documents accompanied by the relevant share cerfificates with the Company’s Share Registrars,
Standard Registrars Limited on 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong by
4:00 p.m. on Friday, 16 August 2002.

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

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