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Daiwa Associate Holdings Limited

The Directors submit their report together with the audited accounts for the
year ended 31 March 2003.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATION

The Company is an investment holding company. Its subsidiaries are principally
engaged in the design, development, manufacture and distribution of electronic
components and electronic manufacturing services.

An analysis of the Group’s turnover and contribution to operating profit by
business segment and geographical segment for the year is set out in note 2 to
the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated profit and
loss account on page 24.

An interim dividend of HK$0.015 per share totalling HK$2,382,000 was paid on

7 January 2003. The Board of Directors proposed a final dividend of HK$0.015
per share totalling HK$2,382,000 in respect of the year ended 31 March 2003.

SUBSIDIARIES

Particulars of the company’s principal subsidiaries at 31 March 2003 are set
out in note 15 to the accounts.

FIXED ASSETS

Movements in fixed assets of the Group during the year are set out in note 13
to the accounts.

SHARE CAPITAL

Movements in share capital of the company are set out in note 20 to the
accounts.

RESERVES

The amounts and particulars of material transfers to and from reserves during
the year are set out in note 21 to the accounts.
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DISTRIBUTABLE RESERVES

At 31 March 2003, the reserves of the company available for distribution
amounted to HK$81,317,000 (2002: HK$85,242,000), including the contributed
surplus of HK$72,309,000 (2002: HK$72,309,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results, assets and liabilities of the Group for
each of the last five years ended 31 March 2003 is set out on pages 11 to 13.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2003, sales to the five largest customers of the
Group in total accounted for approximately 38% of the Group’s total turnover,
with the largest customer accounting for about 18%. The five largest suppliers
of the Group together in total accounted for approximately 49% by value of the
Group’s total purchases during the year, with the largest supplier accounting
for about 32%.

None of the directors, their associates or any shareholder (which to the
knowledge of the directors owns more than 5% of the company’s share capital)

had an interest in the major suppliers or customers noted above.
DIRECTORS

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

were:

Mr. LAU Tak Wan (President)

Mr. WAN Chor Fai

Mr. MAK Hon Kai, Stanly

Ms. CHAN Yuen Mei, Pinky

Mr. Barry John BUTTIFANT*

Mr. YUEN Chi Choi, Simon*

Mr. WONG Nga Chung*
(resigned on 1 October 2002)

Mr. WAN Chor Fai and Mr. YUEN Chi Choi, Simon* retire by rotation in
accordance with clause 99 of the Company’s bye-laws and, being eligible, offer

themselves for re-election.

* Independent non-executive directors
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DIRECTORS (continued)

The terms of office of the directors, including the independent non-executive
directors, are subject to retirement by rotation and are eligible for re-election at
the Company’s annual general meeting in accordance with the Company’s bye-

laws.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive directors

Mr. LAU Tak Wan, aged 53, is the founder and the President of the Group. Mr.
Lau graduated from Hong Kong Baptist College (now known as Hong Kong
Baptist University) in Sociology and has more than 20 years’ management and
production experience in the electronics industry. Prior to founding the Group,
Mr. Lau had over 6 years’ experience in running his own business in the
electronics industry. He is responsible for the overall corporate planning, strategic

development and marketing of the Group.

Mr. WAN Chor Fai, aged 45, is the Development and Production Director of the
Group. Mr. Wan graduated from Hong Kong Polytechnic (now known as The
Hong Kong Polytechnic University) in Production and Industrial Engineering and
is responsible for the business development and manufacturing management of
the Group. He has more than 16 years’ experience in manufacturing and
marketing. Prior to joining the Group in 1987, he worked for an international

conglomerate and was in charge of the electronics division.

Mr. MAK Hon Kai, Stanly, aged 41, is the Sales Director of the Group responsible
for the Group’s overall marketing strategy and the distribution of electronic
components. Mr. Mak joined the Group in 1988. He has more than 20 years’
experience in the sales and marketing of electronic components.

Ms. CHAN Yuen Mei, Pinky, aged 46, is the spouse of Mr. LAU Tak Wan. She
completed certificate course in Accountancy from Hong Kong Polytechnic (now
known as The Hong Kong Polytechnic University). Ms. Chan has over 20 years
of experience in accounting and financial management and at the same time
running her own business for more than 10 years. She joined the Group in
1998.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continueq)

Independent non-executive directors

Mr. Barry John BUTTIFANT, aged 58, is the Adviser to the Board of Directors of
Wo Kee Hong (Holdings) Limited. Prior to joining Wo Kee Hong (Holdings)
Limited, Mr. Buttifant was the Managing Director of IDT International Limited for
over 8 years and earlier worked for Sime Darby Hong Kong Limited and Polly
Peck Group for more than 11 years in the capacity of Finance Director and
Managing Director during the period. He is also an independent non-executive
director of Giordano International Limited; China Merchants Di Chain (Asia)
Limited and MediaNation Inc. Mr. Buttifant is a fellow member of the Association
of Chartered Certified Accountants and the Hong Kong Society of Accountants.
He is also a fellow member of the Chartered Management Institute; the Hong
Kong Management Association and the Hong Kong Institute of Directors. He

became an independent non-executive director of the Company in 1994.

Mr. YUEN Chi Choi, Simon, aged 42, is a certified public accountant in Hong
Kong. Apart from being a fellow member of the Association of Chartered Certified
Accountants, Mr. Yuen is also an associate member of the Hong Kong Society
of Accountants and the Canadian Chartered Institute of Finance and
Accountancy. He became an independent non-executive director of the Company
in 1996 and has more than 11 years’ audit experience.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service contract with the
Company and these service contracts will continue thereafter until terminated

by either party for not less than three months’ prior written notice.

None of the directors who are proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract with the Company
which is not determinable by the Company within one year without payment of
compensation, other than statutory compensation.

17 EMBEERERAF
Daiwa Associate Holdings Limited



Ht
I8
%%,
Iff
T

Report of the Directors

ESZAREZEN
B2 E BB AN REFRABEER
(R - AR RS A AW B2 R LR B 5T (5

RAEEZEBMARRESERIHBEEETHES
EAEGZEMEESD -

EEFRAERZROUBELRS

Py

% B

A

Z=F=RA=+—H  BARXFKEGEF (W
Bikm) GO (TREERGD]) £206MRF 24 M
FRABADRAFN  ARAEEHEAR AR
BB RO ERLEFRELT 2 L sm
™

(a) RADR Z RO ER

AR
EEMA Personal
Name of directors interests
2B EEE
Mr. LAU Tak Wan 3,112,000
PR 408 7% 2 +
Ms. CHAN Yuen Mei, Pinky 2,012,000
BEERAE
Mr. MAK Hon Kai, Stanly 2,758,000
FRELEE
Mr. WAN Chor Fai 250,000
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Mr. Barry John BUTTIFANT 100,000
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DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the directors’ service contracts noted above, no other 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, whether directly or indirectly, subsisted at the end of the year

or at any time during the year.

DIRECTORS’ INTERESTS IN EQUITY OR DEBT
SECURITIES

Share Capital

At 31 March 2003, the interests of directors in the equity or debt securities of
the Company or any associated corporations as recorded in the register
maintained by the Company under section 29 of the Securities (Disclosure of
Interests) Ordinance (the “SDI Ordinance”) or as notified to the Company and

other interests of directors in the Company were as follows:

(a) Interests in shares of the Company
ERBEACEBRREE
Number of ordinary shares beneficially held
EE R Hit gz mE
Corporate Other Total
interests interests interests
Hiat1 Hiit2
Note 1 — 28,121,300  Note 2 31,233,300
By st 1 B at2
Note 1 — 28,121,300  Note 2 30,133,300
_ — 2,758,000
_ — 250,000
— - 100,000
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DIRECTORS’ INTERESTS IN EQUITY OR DEBT
SECURITIES (continued)

Notes:

1. 1,512,000 shares in the Company were jointly held by Mr. Lau and Ms.
Chan (the spouse of Mr. Lau).

2. 28,121,300 shares in the Company were beneficially owned by China
Capital Holdings Investment Ltd (“China Capital”). The entire issued share
capital of China Capital is owned by a trustee for the benefit of a
discretionary trust the beneficiaries of which include Mr. Lau, Ms. Chan
and certain of his family members.

(b) Interests in shares in the subsidiaries

Dominion International Limited, which is wholly owned by a trustee for
the benefit of a discretionary trust the beneficiaries of which include Mr.
LAU Tak Wan, Ms. CHAN Yuen Mei, Pinky (the spouse of Mr. Lau) and

certain of his family members, has beneficial interests in the following

subsidiaries:
BREZEREREERAHAE
Number of non-voting
deferred shares held
EFERERAQ
Cosmos Wires and Connectors Manufacturing Limited 50,000

Westpac Digital Limited
FEEXEERDA
Vastpoint Industrial Limited

AMBEBRQA
Daiwa Associate (H.K.) Limited

b BIEERBT LD ESBEETRE
THARRA 2 ERZEBELER®K140,0008%
10,0008 ©

MR EEN  SEEIWREZHBEATINEE
bR AN A B SR AR BE B A R AR IR A BR

RGO ETHBECER R IEETm g -

455,000

1,600,000

In addition, each of Mr. Lau and Ms. Chan beneficially owns 140,000
and 10,000 non-voting deferred shares respectively in Cosmotec
Precision Industrial Limited.

Save as disclosed above, none of the directors or their associates had any
beneficial or non-beneficial interests in the share capital of the Company or its
associated corporations at the balance sheet date required to be disclosed

pursuant to the SDI Ordinance.

19 EMBEERERAF
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SHARE OPTION INFORMATION

A summary of the share option scheme and details of the movement in share
options of the Company during the year are set out on pages 67 to 71.

SUBSTANTIAL SHAREHOLDERS

At 31 March 2003, the register of substantial shareholders maintained under
Section 16(1) of the Securities (Disclosure of Interests) Ordinance shows that
the Company had not been notified of any substantial shareholders’ interests,
being 10% or more of the Company’s issued share capital, other than those of

the directors and chief executive as disclosed above.

MANAGEMENT CONTRACTS

No contract 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.

CONNECTED TRANSACTIONS

During the year, neither the Company nor its subsidiaries had entered into any
connected transactions discloseable by the Company under the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

Furthermore, with regard to the related party transactions as disclosed in note
28 to the accounts, none of those transactions constitutes a connected
transaction discloseable by the Company pursuant to the Listing Rules.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 March 2003, the Company purchased a total of
662,000 shares of HK$0.10 each of the Company on The Stock Exchange of
Hong Kong Limited, all of which shares were cancelled. Particulars of the shares

repurchased are as follows:

Number of Price per share Total cost

Trading shares Highest Lowest (Including
Month/Year repurchased price paid price paid expenses)
HK$ HK$ HK$

August 2002 522,000 0.54 0.46 261,147.56
September 2002 120,000 0.50 0.42 57,770.89
October 2002 20,000 0.40 0.40 8,110.96
662,000 327,029.41

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws

although there are no restrictions against such rights under the laws in Bermuda.

CODE OF BEST PRACTICE

The Company was in compliance with the Code of Best Practice as set out in
Appendix 14 of the Listing Rules throughout the financial year except for not

specifying the terms of appointment of independent non-executive directors.

According to the bye-laws of the Company, independent non-executive directors
are subject to retirement by rotation and re-election at the annual general

meeting.

AR 2 A

ate Holdings Limited
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AUDIT COMMITTEE

Audit Committee has been established since 1999 in accordance with the Code

of Best Practice as set out in Appendix 14 of the Listing Rules. It provides an

important link between the Board and the Company’s auditors in matters coming

within the scope of the group audit. It also reviews the effectiveness of both the

external and internal audit and of internal controls and risk evaluation. The

Committee comprises two independent non-executive directors and two meetings

were held during the financial year.

AUDITORS

The accounts have been audited by PricewaterhouseCoopers who retire and,

being eligible, offer themselves for re-appointment.

On behalf of the Board
LAU Tak Wan

President

Hong Kong, 16 July 2003



