The directors present their annual report und the audited financial statements for the year
ended 30th June, 2001.

PRINCIPAL ACTIVITIES

The Compuny acts us an investment holding compuany. Its principdadl subsidiaries are enguged

in the munufucture und sule of tfelephones und computer related products.

RESULTS

The results of the Group for the year ended 30th Juhe, 2001 ure set out in the consolidated
income statement on pugye 16.

MAJOR CUSTOMERS AND SUPPLIERS

For the yeur ended 30th June, 2001, the five largest customers of the Group toyether

accounted for approximately 97% of the Group’s turnover und the agyreyate purchuses
attributable to the Group’s five largest suppliers were 97%. The largest customer accounted
for approximately 43% of the Group’s turnover und the largest supplier accounted for
approximately 71% of the Group’s purchuses.

None of the directors, their ussociates or uny shareholders, which to the knowledye of the
directors, owhs more than 5% of the Compuny’s issued share cupital, had any interest in
the shuare cupital of uny of the Group’s five largest customers.

FINANCIAL SUMMARY

A summuary of the results und of the ussets und liubilities of the Group for the pust five financidl

yeurs is set out on puye 44,

PROPERTY, PLANT AND EQUIPMENT

Detudils of movements during the year in the property, plant and eyuipment of the Group

are set out in hote 11 to the finuncial statements.

SUBSIDIARIES

Detdils of the Compuny’s principul subsidiaries at 30th Junhe, 2001 ure set out in hote 27 to

the financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Detuils of movements during the yeuar in the share cupital und shure options of the Compuny

dre set out in hotes 16 und 17 to the finunciul stutements, respectively.



RESERVES

Detuils of movements during the year in the reserves of the Group und of the Compuny ure
set out in hote 18 to the finunciul statements.

DIRECTORS

The directors of the Compuny during the yeur und up to the dute of this report were:

EXECUTIVE DIRECTORS
Mr. Lui Shun Wu, Alexander

Ms. Zhou Hohgwen (appointed on 1st September, 2000)
Mr. Cheny Donhysheny (appointed on 1st September, 2000)
Ms. Li Wei (uppointed on 29th Murch, 2001)
Mr. Sun Durui (uppointed on 29th Murch, 2001)
Mr. Ho Huu Chonhy, Normun (resigned on 26th July, 2000)

Mr. Wu Ka Kay (resighed on 29th March, 2001)

Mr. Luw Ku Keuhy (resigned on 29th March, 2001)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tsuny Link Curl, Briun

Mr. Chun Pei Cheony, Andy (uppointed on 8th Murch, 2001)
Mr. Wei Chi Kuun (resigned on 19th April, 2001)

In accordunce with Clause 91 of the Compuny’s Bye-Laws, dll the remaining directors retire
ut the forthcominyg unnhuul yenerul meeting und offer themselves for re-election.

The term of office for euch non-executive director is the period up to his retirement by

rotation in accordaunce with the above clause.

DIRECTORS’ SERVICE CONTRACTS

None of the directors hus un unexpired service contfruct with the Compuny or uny of its

subsidiaries which is hot determinable by the Group within one year without payment of
compensution, other than statutory compensation.

DIRECTOR’S INTERESTS IN SHARES

Other than certuin hominee shures in subsidiaries held by directors in trust for the Compuny,

at 30th June, 2001 none of the directors or the chief executive, or their ussociutes, hud uny
interests in uny securities of the Compuny or uny of its ussociuted corporutions us defined
in Section 29 of the Securities (Disclosure of Interests) Ordinunce ("SDI Ordihunce”).



DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

The Compuny has a share option scheme, detuils of which dre set out in hote 17 to the
financial statements.

A summury of the movements during the yeur in the share options granted to the directors
unhder the Scheme is us follows:

Number of share options

Exercise Granted
Month price At during At
Name of director of grant Exercisable period pershare 1.7.2000 the year  30.6.2001
HKS
Mr. Lui Shun Wa, May 2000  3.11.2000 - 2.11.2001 0.5056 2,000,000 - 2,000,000
Alexunder April 2001 23.10.2001 - 22.3.2003 0.1824 - 6,000,000 6,000,000
Mr. Tsang Link Carl, April 2001 23.10.2001 - 22.3.2003 0.1824 - 1,000,000 1,000,000

Briun
None of the ubove shure options ygrunted wus exercised during the yeur,

Suve us uforesuid, ut no fime during the year wus the Compuany or auny of its subsidiaries G
party to any arrahgement to enable the directors or the chief executive of the Compuny
to acqyuire benefits by means of the ucquisition of shares in or debt securities (includinyg
debentures) of the Compuny or uny other body corporate, and nhone of the directors or
the chief executive or their spouses or children under the uge of 18 had uny right to subscribe
for securities of the Compuny, or had exercised uny such right during the yeur.

SUBSTANTIAL SHAREHOLDERS

At 30th June, 2001 the reyister of substuntiul shareholders muintuined by the Compuny
pursuunt to Section 16(1) of the SDI Ordinunhce showed that the followinyg shareholders had

an interest of 10% or more in the issued share cupitul of the Compuny:

Name Number of shares %
Pioneer Weulth Limited 218,800,000 33.99
Ms. Deny Hony 218,800,000 (Note) 33.99

Note:Ms. Deny Hony beneficiully owns 100% of Pioneer Weulth Limited und is uccordingly deemed
by the SDI Ordinunce to be interested in the shures of the Compuny beneficiully owned by
Pioneer Weulth Limited.



Other than us disclosed ubove, the Compuny hus not been hotified of uny other interests
representing 10% or more of the Compuny’s issued share capital us at 30th June, 2001,

DIRECTORS’ INTEREST IN CONTRACTS

No contract of sighificance to which the Compuany or any of its subsidiaries was a party

und in which u director of the Compuny hud u muteridl interest, whether directly or indirectly,
subsisted ut the end of the yeur or ut uny time durinyg the yeur.

RETIREMENT BENEFITS SCHEME

The Group hus wounhd up the defined confribution scheme reyistered under ORSO with
effect from Tst December, 2000 und dll members joined the Mundutory Provident Fund
Scheme from 1st December, 2000.

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

During the yeur, heither the Compuny hor any of its subsididries purchused, sold or redeemed

any of the Compuny’s listed securities.

PRE-EMPTIVE RIGHTS

There are ho provisions for pre-emptive rights under the Company’s bye-laws or the laws in

Bermudu, which would oblige the Compuny to offer new shares on u pro-rata busis to
existing shareholders.

CORPORATE GOVERNANCE

The Compuny hus complied throughout the year ended 30th June, 2001 with the Code of
Best Practice, us set out in Appendix 14 of the Rules yoverhing the Listing of Securities on

The Stock Exchunhyge of Hohy Kony Limited.

AUDITORS

A resolution will be submitted to the forthcoming annuul general meeting to re-appoint

Messrs. Deloitte Touche Tohmatsu as auditors of the Compuany.

On behualf of the Bourd

Li Wei

Director

24th October, 2001
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