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

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment
holding. The principal activities of the subsidiaries did
not change during the year and consist of the design,
manufacture and sale of a wide range of toys. The Group
has scaled down its operation during the year.

SEGMENTAL INFORMATION

An analysis of the Group’s turnover and contribution to
loss from operating activities by principal activity and
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geographical area of operations for the year ended 31  J& fi 8 B &k 20 T a1 T -
March 2001 is as follows:
2001 2000
215 CEEEE
Contribution Contribution
to loss from to profit from
operating operating
Turnover activities Turnover activities
EER BEREAER = X R B
HK$7000 HK$7000 HK$’000 HK$’000
FET FET T i 7 T i 7t
By principal activity: L EER
Manufacture and sale of: LS DT ik
Ride-on cars b 2 A L 53,669 (39,287) 160,086 20,890
Bicycles and tricycles R R =y 59,624 (40,461) 87,155 11,491
Stuffed toys AR 9,805 (8,952) 22,274 2,908
Pre-school toys i & 11,130 (9,679) 21,085 2,581
Scooter R 68,454 (89,847) - -
Others Hity - (81,768) - -
202,682 (269,994) 290,600 37,870
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SEGMENTAL INFORMATION (Continued)

Others represented a contribution to loss from operating activities
attributable to provisions, which are not directly arising from
different segments of the Group’s principal activities, including
certain provisions for other receivables, provisions for
impairment of fixed assets, provisions against advances to a
company, provisions against deposits made to certain suppliers,
provisions for potential claim as detailed in note 5 to the
financial statements:
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2001 2000
ZE2-F% “EZER
Contribution Contribution
to loss from to profit from
operating operation
Turnover activities Turnover activities
EEE BEAER EER BREAER
HK$7000 HK$7000 HK$’000 HK$’000
FET FET T it 7t T i 7t
By geographical area: $ R ) 3 -
North America - United Je3EM -

States of America FERE A R 52,546 (38,149) 163,257 21,320
Europe B 36,231 (16,971) 50,167 6,509
Central and South America &M Jom 25,963 (20,353) 35,396 4,625
The Asia Pacific Region EEN 77,705 (185,172) 21,157 2,726
The Middle East R 9,468 (8,454) 18,607 2,433
Others Al = 769 (895) 2,016 257

202,682 (269,994) 290,600 37,870
RESULTS E

The Group’s loss for the year ended 31 March 2001 and
the state of affairs of the Company and of the Group at
that date are set out in the financial statements on pages
36 to 80.

SUMMARY OF FINANCIAL INFORMATION
The following is a summary of the published results of

the Group for each of the five years ended 31 March
2001 prepared on the basis set out in note 2 below.
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SUMMARY OF
(Continued)

RESULTS
E

Turnover

Profit/(loss)
before tax

Tax

Net profit/(loss) from
ordinary activities
attributable to

shareholders

FINANCIAL INFORMATION

HEH

R B v A
/ (E1R)

B IH
Jie HAE
H & B

b2 AL A
/(e 1R)

ASSETS AND LIABILITIES

Total assets
Total liabilities

Net assets/(liabilities)

mEE
AR

FEE/ (8

MHEERBE (4)

Year ended 31 March
BE=ZA=1+—HLEE
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2001 2000 1999 1998 1997
ZBE-F “XEXLHE —AARE —RIIANE UL
HK$7000 HK$’000 HK$000 HK$’000 HK$’000
FET T # o T # oo T # o T # oo
202,682 290,600 241,254 223,713 133,090
(283,689) 30,286 32,029 52,649 28,270
4,354 (4,091) 11,328 (8,049)  (4,307)
(279,335) 26,195 43,357 44,600 23,963
EEHSBSE
31 March
=A=+-—H
2001 2000 1999 1998
—EE-F ZZEFEHE —HLIULE —HIUAE
HK$7000 HK$000 HK$000 HK$’000
FET T # oo T # o T # oo
141,004 392,552 259,855 192,757
(210,576) (163,841) (114,032) (80,767)
(69,572) 228,711 145,823 111,990
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ASSETS AND LIABILITIES (Continued)
Notes:

1. The summary of the published results of the Group for
the year ended 31 March 1997 has been extracted from
the Company’s prospectus dated 25 February 1998. Such
summary was prepared based on the audited financial
statements of the companies then comprising the Group,
after appropriate adjustments and reclassifications, as if
the then current structure of the Group had been in
existence throughout the financial year. This summary is
not part of the audited financial statements.

2. Because the Company was incorporated on 11 December
1997, the only audited consolidated balance sheets for

the Group that have been prepared to date are as at 31
March 1998, 1999, 2000 and 2001.

FIXED ASSETS

Details of movements in the fixed assets of the Group are
set out in note 12 to the financial statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in

note 13 to the financial statements.
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BORROWINGS

Details of the Group’s borrowings as at 31 March 2001
are set out in notes 17 to 19 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

63% of the Group’s turnover was attributable to the
Group’s five largest customers. Sales to the Group’s largest
customer accounted for 27% of the Group’s turnover for
the year.

88% of the Group’s total purchases was attributable to
the Group’s five largest suppliers. Purchases from the
Group’s largest supplier accounted for 25% of the Group’s
purchases for the year.

To the best of the knowledge of the directors, neither the
directors, their associates, nor any shareholders who own
more than 5% of the Company’s issued share capital, had
any beneficial interest in any of the Group’s five largest

customers and suppliers during the year.
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DIRECTORS

The directors of the Company during the year were:

Lo Ming Chi (Chairman)

Chin Wai Keung, Richard

Chan Chun Hong, Thomas
Chan Chun Hung
Wong Kin Ching
Wong Wan Kuen

Ho Sun Fung, Allan

Tam Sun Wing

Wu Ching Yan, Stina

Wu Wing Kit **
Yuen Chi Choi, Simon **
Au Son Yiu **

Goh Gen Cheung **

(appointed on 7 December
2000)

(appointed on 11 December
2000)

(appointed on 30 October
2000)

(resigned on 11 October
2000)

(resigned on 11 October
2000)

(resigned on 11 October
2000)

(appointed on 11 October
2000 and resigned on 12
December 2000)

(appointed on 11 October
2000 and resigned on 7
December 2000)

(appointed on 11 October
2000 and resigned on 30
October 2000)

(appointed on 7 December
2000)

(appointed on 7 December
2000)

(resigned on 7 December
2000)

(resigned on 7 December
2000)

** Independent non—-executive directors
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DIRECTORS (Continued)

Subsequent to the balance sheet date, on 11 April 2001,
Mr. Chin Wai Keung resigned from an executive director
and appointed as a non-executive director of the Company.
On the same date, Mr. Yu Wai Man was appointed as an
executive director of the company.

In accordance with articles 86(2) of the Company’s bye-
laws, Mr. Lo Ming Chi, Mr. Yu Wai Man, Mr. Chin Wai
Keung and Mr. Wu Wing Kit will retire at the forthcoming
annual general meeting and, being eligible, will offer
themselves for re-election.

In accordance with articles 86(2) of the Company’s bye-
laws, Mr. Chan Chun Hong and Mr. Yuen Chi Choi will
retire at the forthcoming annual general meeting and will
not offer themselves for re-election.

The directors of the Company, including the non-executive
directors, but excluding the executive Chairman, are
subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance
with the provisions of the Company’s bye-laws.

DIRECTORS’ SERVICE CONTRACTS

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 other than statutory
compensation.

DIRECTORS’ REMUNERATION

Details of the remuneration of the directors of the
Company are set out in note 7 to the financial statement.

SHARE CAPITAL, SHARE OPTIONS AND WARRANTS

Details of movements in the Company’s share capital,
together with the reasons therefor, and details of the
Company’s share options and warrants, are set out in note
23 to the financial statements.
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RESERVES

Details of movements in the reserves of the Company and
the Group are set out in note 24 to the financial

statements.
DISTRIBUTABLE RESERVES

As at 31 March 2001, the Company had no reserves
available for cash distribution and/or distribution in specie.
In accordance with the Companies Act 1981 of Bermuda,
the contributed surplus may be distributed in certain
circumstances which the Company is presently unable to
meet. In addition, the Company’s share premium account,
with a balance of approximately HK$44,397,000 as at 31
March 2001, may be distributed in the form of fully paid
bonus shares.

DIRECTORS’ INTERESTS IN SHARES AND WARRANTS

None of the directors, or their associates, had any
personal, family, corporate or other beneficial interest in
the issued share capital of the Company or any of its
associated corporations, as recorded in the register that
was required to be kept under Section 29 of the SDI
Ordinance or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Under the terms of the share option scheme (the “Scheme”)
adopted by the Company on 17 February 1998, the board
of directors was authorised at its absolute discretion, to
grant options to employees including executive directors
of the Company or any of its subsidiaries to subscribe for
shares in the Company. Further details of the share option
scheme are set out in note 23 to the financial statements.
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Report of the Directors

DIRECTORS’ RIGHTS TO ACQUIRE SHARES (Continued)

Under the schemes, options granted to the following
directors and outstanding at 31 March 2001 were as

follows:
Number
share options
granted
i
Director S BREZE
Mr. Chan Chun Hung B4R it /6 & 30,000,000
50,000,000
Ms. Wong Kin Ching  # 5 B 5E4 30,000,000

All the above directors resigned from the Company on 11
October 2000.

The above outstanding share options and exercise prices
are stated after adjustments following a share subdivision
during the year. Further details of the adjustments are set
out in note 23 to the financial statements and the
Company’s circular to the shareholders dated 20 March
2000.

Apart from the foregoing, at no time during the year was
the Company or any of its subsidiaries a party to any
arrangement to enable the Company’s directors, their
respective spouse, or children under 18 years of age, 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’ INTERESTS IN CONTRACTS

No director had a beneficial interest, either direct or
indirect, in any contract of significance to the business of
the Company to which the Company, its holding company
or any of its subsidiaries was a party during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2001, the following interests of 10% or
more in the issued share capital of the Company were
recorded in the register of interests that are required to
be kept by the Company pursuant to Section 16(1) of the
SDI Ordinance.

Name

=g

Baxter Resources S.A.

On 24 November 2000, Baxter Resources S.A. (“Baxter”)
pledged 1,565,140,000 ordinary shares of HK$0.01 each
in the Company to E-Bigger Investment Limited (“E-
Bigger”), an independent third party, to secure loan
facilities granted by E-Bigger for its own financial use.
Baxter is beneficially owned as to 75% by Mr. Chan Chun
Hung and as to the remaining 25% by Ms. Wong Kin
Ching. They were the former directors of the Company.
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RETIREMENT SCHEME

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “Scheme”)
under the Mandatory Provident Fund Schemes Ordinance,
for those employees who are eligible to participate in the
Scheme. The Scheme became effective on 1 December
2000. Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the profit
and loss account as they become payable in accordance
with the rules of the Scheme. The assets of the Scheme
are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when
contributed into the Scheme except for the Group’s
employer voluntary contributions, which are refunded to
the Group when the employee leaves employment prior
to the contributions vesting fully, in accordance with the
rules of the Scheme. Prior to the Scheme being effective,
the Group did not operate a pension scheme for its
employees in Hong Kong.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

Neither the Company, its holding company, nor any of its
subsidiaries purchased, redeemed or sold 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, being the
jurisdiction in which the Company was incorporated,
which would oblige the Company to offer new shares on
a pro rata basis to existing shareholders.

CONNECTED TRANSACTION

During the year, certain major beneficial shareholders and
ex-directors of the Company executed personal guarantees
in respect of certain banking facilities granted by a bank
of the Group.
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COMPLIANCE WITH THE CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied
with the Code of Best Practice, as set out in Appendix 14
of the Listing Rules of the Stock Exchange, throughout the
year covered by the annual report.

The Independent non-executive directors are not appointed
for a specific term because all of the directors, excluding
the executive Chairman, and without limitation to non-
executive directors, are subject to retirement by rotation
and re-election at the annual general meeting in
accordance with the bye-laws of the Company.

AUDIT COMMITTEE

To comply with the revised Code of Best Practice, as set
out in Appendix 14 of the Listing Rules of the Stock
Exchange, the Company set up an Audit Committee (the
“Committee”) with written terms of reference, for the
purpose of reviewing and providing supervision on the
financial reporting process and internal controls of the
Group. The Committee comprises two independent non-
executive directors.

AUDITORS
Ernst & Young retire and a resolution for their re-
appointment as auditors of the Company will be proposed

at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Lo Ming Chi
Chairman

Hong Kong
26 July 2001
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