DIRECTORS’ REPORT ® EXEHREE

The directors present their report and the audited financial
statements of the Company from 25 January 2002 (date of
incorporation) to 30 April 2002 and of the Group for the year
ended 30 April 2002.

Corporate Reorganisation
The Company was incorporated in Bermuda on 25 January
2002 as an exempted company with limited liability under

the Companies Act 1981 of Bermuda.

Pursuant to a group reorganisation to rationalise the
structure of the Group in preparation for the listing of the
Company’s shares on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”), the Company
became the holding company of the companies comprising
the Group on 22 April 2002. Details of the group
reorganisation are set out in the Company’s prospectus
dated 30 April 2002 (the “Prospectus”).

The shares of the Company have been listed on the Stock
Exchange since 10 May 2002 (the “Listing Date”).

Principal Activities
The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in note 34 to

the financial statements.

Results and Appropriations
The results of the Group for the year ended 30 April 2002 are
set out in the consolidated income statements on page 40.

During the year, a subsidiary distributed US$10.8 million to its
then shareholder prior to becoming a member of the Group.

Details are set out in note 9 to the financial statements.

The directors now recommend the payment of a final dividend
of 3.0 HK cents per share to the shareholders whose names
appear on the register of members of the Company on 13
September 2002.
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Share Capital

Movements in the authorised and issued share capital of the
Company since its incorporation are set out in note 21 to the
financial statements.

Reserves
Movements in the reserves of the Group and of the Company
during the year are set out in note 22 to the financial
statements.

Machinery and Equipment

Details of movements in the Group’s machinery and
equipment during the year are set out in note 11 to the
financial statements.

Share Options

The Company’s share option scheme (the “Scheme”) was
adopted pursuant to a resolution of the sole shareholder
passed on 22 April 2002 for the primary purpose of
providing incentives or rewards to eligible persons for their
contribution or potential contribution to the Group. Under the
Scheme, the board of directors of the Company or a
committee thereof may grant options to eligible persons
(Notes) to subscribe for shares of the Company. The Scheme
specifically excludes Mr. WANG Lu Yen from participating in
the Scheme so long as he remains as a substantial
shareholder (as such term is construed in accordance with
the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”)) of the Company.

Notes:
The eligible persons under the Scheme include:

(i) any director or proposed director (whether executive or non-
executive, including any independent non-executive director),
employee or proposed employee (whether full time or part time)
of the Group or the controlling shareholder of the Company; or

(i) any holder of any securities issued by the Group or the
controlling shareholder of the Company; or

(iii) any business partner, agent, consultant, representative, supplier

of goods or services or customer of the Group or the controlling
shareholder of the Company.
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Share Options (continued)

The initial total number of shares in respect of which options may
be granted under the Scheme is not permitted to exceed 10% of
the shares of the Company in issue immediately following the
listing of the Company’s shares (which shall include the shares
issued pursuant to the exercise of the over-allotment option as
more particularly described in the Prospectus). Subject to the
approval of the Company’s shareholders, the aggregate number
of the Company’s shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the
Scheme and any other share option schemes of the Company
shall not exceed 30 per cent. of the Company’s shares in issue
from time to time. Options granted to the independent non-
executive directors or substantial shareholders or any of their
respective associates in excess of 0.1 per cent. of the Company’s
shares in issue and with a value in excess of HK$5 million must

be approved in advance by the Company’s shareholders.

The maximum number of shares issued and to be issued upon
exercise of the options granted under the Scheme and any
other share option schemes of the Company to any eligible
persons (including those cancelled, exercised and outstanding
options), in any 12-month period up to the date of the latest
grant shall not exceed 1 per cent. of the Company’s shares in
issue. Any further grant of options in excess of such limit must

be separately approved by shareholders in general meeting.

Options granted must be taken up within 30 days inclusive of
the day on which such offer was made, upon payment of
HK$1 per option. Options may be exercised at any time
commencing on the date as the board may determine and
ending on such date as the board may determine but shall not
exceed 10 years from the date of grant. The exercise price is
determined by the directors of the Company, and will not be
less than the higher of the closing price of the Company’s
shares on the date of grant or the average closing price of the
shares for the five business days immediately preceding the

date of grant.
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Share Options (continued)
No options were granted or agreed to be granted under the
Scheme from its date of adoption to 30 April 2002.

Subject to the earlier termination of the Scheme in
accordance with the rules governing the Scheme, the
Scheme will expire on 22 April 2012.

Options to subscribe for shares of the Company were granted
to Category A Eligible Persons (as defined in the Scheme)
after 30 April 2002, details of which are shown as follows:
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Number of

underlying shares

Date of grant Exercise price per share (HK$) Exercise period of the Company
RHBH BRTEE BT 1T fE A R HEAZALFAKROHE
21/05/2002 2.55 21/05/2003 - 20/05/2008 40,670,000
27/06/2002 2.22 27/06/2003 - 26/06/2008 3,260,000
Directors -

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

Executive directors

WANG Lu Yen (appointed on 19 February 2002)
Steven Julien FENIGER (appointed on 22 April 2002)

FU Jin Ming, Patrick (appointed on 22 April 2002)
KHOO Kim Cheng (appointed on 19 February 2002)
KWOK Chi Kueng (appointed on 22 April 2002)

Independent non-executive directors

WANG Arthur Minshiang (appointed on 22 April 2002)
WONG Wai Ming (appointed on 22 April 2002)
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Directors (continued)

In accordance with bye-law 86(2) of the Company’s bye-
laws, Messrs. Steven Julien FENIGER, FU Jin Ming, Patrick,
KWOK Chi Kueng, WANG Arthur Minshiang and WONG Wai
Ming will retire at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

Each of Messrs. WANG Lu Yen, Steven Julien FENIGER, FU
Jin Ming, Patrick, KHOO Kim Cheng and KWOK Chi Kueng
has entered into a service agreement with the Company for an
initial term of three years commencing from 1 May 2002, and
will continue thereafter until terminated by either party by

giving to the other not less than six months’ notice in writing.

Each of the independent non-executive directors has been
appointed since 22 April 2002 for a term of two years
commencing from 1 May 2002 subject to the right of the
independent non-executive director to terminate his
appointment at any time by giving the Company at least one

month’s notice in writing.

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.
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Directors’ Interests in Shares

The interests of the directors and chief executives of the
Company in the equity or debt securities of the Company or
any of its associated corporations (within the meaning of the
Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”)) which had to be notified to the Company and
the Stock Exchange pursuant to section 28 of the SDI
Ordinance (including any interests which they are taken or
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deemed to have under section 31 of, or part 1 of the @) IRBRBEERGIE T NIEESS
Schedule to, the SDI Ordinance) or were required, pursuant Rz GBI it 2 Bt 2 s EJMETJ%tm
to section 29 of the SDI Ordinance, to be entered in the E,ﬁlqﬂtﬂ?’“ﬁﬁii?ﬁ’é# X 5 2 IR AE
register referred to therein, or were required, pursuant to the Bl EAMEARAD 5 R P2 B
Model Code for Securities Transactions by Directors of Listed
Companies in the Listing Rules, to be notified to the
Company and the Stock Exchange, as at 10 May 2002, the
Listing Date, were as follows:
Number of shares held
FERAHE
Personal Family Corporate Other
Name of companies Name of directors interests interests interests interests Total
NCEE BEEnA B A% H EQY AR R Hi s @zt
The Company WANG Lu Yen — — 468,000,000 — 468,000,000
IN/N] TrE (Note 1)
(ftat1)
Roly International WANG Lu Yen 20,200,000 350,000 121,243,500 — 141,793,500
Holdings Ltd. FTHE (Note 3) (Note 4)
(“Roly International”) (Kt7£3) (Kf7x4)
(ZEERERERA
(T2REE]))
(Note 2)
(ft&2)
FU Jin Ming, Patrick 1,275,000 — — — 1,275,000
E {28
KHOO Kim Cheng 415,000 — — — 415,000
i 38 °R
KWOK Chi Kueng 290,000 — — — 290,000

5
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Directors’ Interests in Shares (continued)

EszkoEs @)

Number of shares held

FRRGEE
Personal Family Corporate Other
Name of companies Name of directors interests interests interests interests Total
AT E B B 8 AR & E £ AREH Hit i & Bt
Westman Linmark WANG Lu Yen 2 preference — — — 2 preference
(Thailand) Ltd. T%E shares shares
(Note 5) &R B xR
(it 52 5)

FU Jin Ming, Patrick 1 preference — — — 1 preference
{E & share share
BER BER
KHOO Kim Cheng 1 preference — — — 1 preference
B 88 °R share share
it it
KWOK Chi Kueng 1 preference — — — 1 preference
5 share share
it it

Notes: it

(1)

As at 10 May 2002, Mr. WANG Lu Yen, Mrs. WANG LIAW Bin
Bin, his wife, and Megastar Holdings Limited, a company
controlled by Mr. WANG Lu Yen, held approximately 36.0 per
cent. of the issued share capital of Roly International. Mr. WANG
Lu Yen is thus deemed, by virtue of the SDI Ordinance, to be
interested in all the shares in which Roly International is
interested.

As at 10 May 2002, Roly International, the ultimate holding
company of the Company, through RGS Holdings Limited, held
468,000,000 shares, representing 75.0 per cent. of the issued
share capital of the Company. As at 10 May 2002, the Listing
Date, the issued share capital of Roly International was
US$39,475,076.40 divided into 394,750,764 shares of US$0.10
each.

These shares in Roly International were held by Mrs. WANG
LIAW Bin Bin, the wife of Mr. WANG Lu Yen.

These shares in Roly International were held by Megastar
Holdings Limited, the entire issued share capital of which is
owned by Mr. WANG Lu Yen.

Westman Linmark (Thailand) Ltd. is a subsidiary of the Company.
As at 10 May 2002, the issued share capital of Westman Linmark
(Thailand) Ltd. was 6,000,000 Baht divided into 1,470 ordinary
shares of 2,000 Baht each and 1,530 preference shares of 2,000
Baht each.

(1)

(2)

(3)

(4)

(5)
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B HITIRAKI36.0% - At - RIFEHERES K
Bl - FHEEERBEEE R ERATHES
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2R EFRE® RGS Holdings Limited # A
468,000,000/% & 13 + 18 A A & B B /7T | A
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2EBER 2 B 38T AN539,475,076.40% 7T -
9 7%394,750,7640% B X E E0.10% T 2 i 17 °
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%% 2 B BB A% 15 B Megastar Holdings Limited
78 + Megastar Holdings Limited 2 & 3 2 %
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Directors’ Rights to Acquire Shares or
Debentures

Pursuant to the share option schemes of Roly International,
the ultimate holding company, the directors and employees
of the Company may, at the discretion of the ultimate holding
company’s directors, be granted options to subscribe for
shares of the ultimate holding company. Particulars of the
outstanding options granted to the directors of the Company

as at the Listing Date, were as follows:

Number of underlying

EESRBEROIESF 2ER

REBEZEZERAT2EER 2 BRES
ARREEMEEAEGEERARESS
BIBREER A BB RAIER R R ) 288
Bt -REMBH  ARRERCERMH
RITEZEREDT :

Exercise price

Name of directors shares of Roly International per share (US$) Expiry date of option

EEpgE HBEZEZHBERRGOEHE BRITEE(ER) BRERE®B 5

Steven Julien FENIGER 1,000,000 0.130 06/03/2010

NER TR

FU Jin Ming, Patrick 150,000 0.150 09/02/2005

1% 1% BH 1,000,000 0.100 20/08/2009
1,000,000 0.130 06/03/2010

KHOO Kim Cheng 750,000 0.177 25/02/2003

B 87 °R 1,350,000 0.150 09/02/2005
1,500,000 0.100 20/08/2009
2,000,000 0.130 06/03/2010

KWOK Chi Kueng 150,000 0.150 09/02/2005

it 400,000 0.100 20/08/2009

400,000 0.130 06/03/2010

Save as disclosed above, at no time during the year was the
Company, or any of its holding companies, fellow
subsidiaries or 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.
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Directors’ Rights to Acquire Shares or

Debentures (continued)
After 30 April 2002, the executive directors of the Company

were granted the following options under the Scheme:

Name of directors

Date of grant

Number of underlying

shares of the Company

EESRBEROIESF 2N (@)

R-ZEZ_FHOA=+TH®E&  XRFEZHT
EEZREBEXEER T B

Exercise price

per share (HK$)

Exercise period

HBZEAF BRITEE

EEn Rt A ROEA (Br) TEHAR

Steven Julien FENIGER  21/05/2002 6,240,000 2.55  21/05/2003 - 20/05/2008
e 27/06/2002 1,660,000 (Note) 222 27/06/2003 - 26/06/2008

(Kfat)

FU Jin Ming, Patrick 21/05/2002 4,200,000 2.55  21/05/2003 - 20/05/2008
& &8

KHOO Kim Cheng 21/05/2002 3,800,000 2.55  21/05/2003 - 20/05/2008
i

KWOK Chi Kueng 21/05/2002 3,000,000 2.55  21/05/2003 - 20/05/2008

HER

Note:

An option entitling Mr. Steven Julien FENIGER to subscribe for
6,240,000 shares, which represent 1 per cent. of the total number of
shares then in issue, was granted to him on 21 May 2002. Pursuant to
Rule 4(E) of the Scheme, any further grant of option to him during the
period from 21 May 2002 and 20 May 2003 would require
shareholders’ approval. Hence, the grant of option to Mr. Feniger on 27
June 2002 would be conditional upon obtaining shareholders’ approval
and the Company intends to obtain such approval at the forthcoming

annual general meeting of the Company.
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Connected Transactions and Related Party
Transactions

During the year ended 30 April 2002, as the shares of the
Company had not been listed on the Stock Exchange, the
transactions between the Company or its subsidiaries on the
one part and their related parties on the other only
constituted related party transactions, but not connected
transactions which are required to be disclosed under
Chapter 14 of the Listing Rules. Details of the related party
transactions for the year are set out in note 31 to the

financial statements.

Directors’ Interests in Contracts

Save as disclosed in note 31 to the financial statements, no
contracts of significance to which the Company, any of its
holding companies, fellow subsidiaries or subsidiaries 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.

Substantial Shareholders

The Company became a listed company on 10 May 2002.
The register of substantial shareholders maintained under
Section 16(1) of the SDI Ordinance showed that the following
shareholders had an interest of 10 per cent. or more in the

issued share capital of the Company as at that date:

Number of shares

BEXZRAEBEALRS

RBEE—FTT_FOA=FTHLFE AR
RATRD W AREBRT LT - AAFISE
MEBARI(ER—H) HEEBREALT (RS
—HETZRGRABEXEAEALTRS @

X

WHFETRAUAFETTNERERE 2 BES
5 AEERBEALRZGZFHBHRMT
HEMEE3L -

S5

EECaESR

BB HREMEIIIAREEIN  ARRHE
EAERRR - FRME QB E QB
4 22 B 5T ST AE (] IO AN 4R AR BN B (R E ] B
MABRZERNAGH > MARREFERNL
REEEPHEBEEANED

FERR

ARARARZZETEZFREATHEHKARLETA
Al BAAREREBEBEERIROIE /()
BEECEERETERZMAST  THRER
ZBBEBERRABEETRALIOPH A £ 21

B

S

Approximate percentage
of issued shares
of the Company held

Name of substantial shareholders of the Company held s RARE BT
TERRERE HA iR R R5EE BHHBAE DL
RGS Holdings Limited RGS Holdings Limited 468,000,000 75%
Roly International (Note 1) ERER (K1) 468,000,000 75%
WANG Lu Yen (Note 2) T8 (a2 468,000,000 75%
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Substantial Shareholders (continued)
Notes:

1. RGS Holdings Limited is a wholly-owned subsidiary of Roly
International. Roly International, by virtue of the SDI Ordinance,
is deemed to be interested in all the shares of the Company in
which RGS Holdings Limited is interested.

2. Mr. WANG Lu Yen, together with Mrs. WANG LIAW Bin Bin, his
wife, and Megastar Holdings Limited, a company controlled by
Mr. WANG Lu Yen, hold approximately 36.0 per cent. of the
issued share capital of Roly International and Mr. WANG Lu Yen
is thus deemed, by virtue of the SDI Ordinance, to be interested
in all the shares of the Company in which Roly International is
interested.

Save as disclosed above, the Company has not been notified
of any other interests representing 10 per cent. or more of

the Company’s issued share capital.

Major Customers and Vendors of the Group’s
Customers

During the year, the five largest customers of the Group in
aggregate accounted for approximately 63.0 per cent. of the
turnover of the Group and the largest customer accounted
for approximately 37.3 per cent. of the turnover of the
Group.

The five largest vendors of the Group’s customers in
aggregate accounted for less than 10 per cent. of the

Group’s total shipment value of products for the year.

None of the directors, their respective associates or any
shareholders of the Company (which, to the knowledge of
the directors, own more than 5 per cent. of the issued share
capital of the Company) had any interest in any of the five
largest customers of the Group for the year ended 30 April
2002.
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Purchase, Sale or Redemption of The Company’s
Listed Securities

As the Company only became a listed company on 10 May
2002, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities during the year.

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.

Financial Summary
A summary of the results and the assets and liabilities of the
Group for the last four financial years is set out on pages 90

and 91 of the annual report.

Corporate Governance

As the Company only became a listed company on 10 May
2002, the requirements of the Code of Best Practice as set
out in Appendix 14 to the Listing Rules (the “Code of Best
Practice”) apply to the Company from that date onwards.

The Company has complied with the Code of Best Practice
since the Listing Date and up to the date of this report.

Audit Committee

The Company has established an audit committee on 22
April 2002 with written terms of reference in compliance with
the Code of Best Practice. The audit committee has two
members comprising the two independent non-executive
directors, namely, Mr. WANG Arthur Minshiang and Mr.
WONG Wai Ming.
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Auditors

Messrs. Deloitte Touche Tohmatsu have been acting as
auditors of the Company since its incorporation on 25
January 2002.

A resolution will be proposed at the forthcoming annual
general meeting of the Company to re-appoint them.

On behalf of the Board of Directors

WANG Lu Yen

Chairman

Hong Kong
29 July 2002
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