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Employees, Training and Remuneration Policy

As at 31st December 2001, the Group has approximately
1.5670 (2000: 1,500) employees. Employees are
remunerated according to nature of their job and market
tfrend, with built-in merit component incorporated in the
annual increment and year end performance bonus to
reward and motivate individual performance. During the
year, the Group continued to remain committed to ifs staff
tfraining and development programme. Total staff costs
for the year ended 31st December 2001 were HKS116
million (2000: HK$100 million).

Pursuant to the share option scheme (“the Scheme”)
approved by the shareholders on 3rd June 1993, the
directors of the Company may invite employees and
directors of the Company or of any of its subsidiaries to
take up options to subscribe for shares of HKS1 each in
the capital of the Company. The subscription price and
the exercise period are determined in accordance with
prescribed formula and terms. No options were granted
and none of the grantees exercised their options under
the Scheme during the year.

Charges on Group’s Assets

As at 31st December 2001, the amount of the Group’s
assets pledged as security for liabilities was HK$547 million
(2000: HK$788 million).

Contingent Liabilities

(a) As at 31st December 2001, the Company had
contingent liabilities in respect of guarantees given by
the Company to banks to secure banking facilities
granted to certain subsidiaries of which amounts
utilised by the subsidiaries amounted to HK$53,858,000
(2000: HK$52,377.000).
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(b) As at 31st December 2001, the Group and the
Company had contingent liabilities in respect of
several guarantees given by the Company to banks
to secure banking facilities of a jointly controlled entity
to the extent of HK$15,333,000 (2000: HK$10,131,000).

(c) As at 31st December 2001, the Group sold its notes
receivable with recourse to finance companies
amounting to HK$20,408,000 (2000: HK$15,533,000).

(d) As at 31st December 2001, the Group committed to
supply 32 million (2000: 123 million) aluminium cans to
a customer in Taiwan at a fixed price. Such
commitment was covered by a bank guarantee issued
to the customer amounting to approximately
NT$9,776,000 (2000: NT$10,743,000) (equivalent to
approximately HK$2,095,000 (2000: HK$2,562,000)). The
Group had contingent liabilities arising from counter
indemnity given to the bank in respect of such
guarantee.

The success of China becoming a member of World Trade
Organisation (WTO) offers fremendous opportunity for the
long-term growth of food and agricultural industry. During
the past few years, Lam Soon has established its goal of
becoming one of the largest food companies in Southern
China and implemented programs to prepare the Group
to take up this challenge and opportunity.

Our financial position is sound and healthy. Our market
coverage is increasing in Hong Kong and Southern China.
Our brands and product quality are better recognised,
and our people are better aligned with the key
management programs.
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Food Segment

The Group achieved double digit volume growth in China
this year. Its flourmill in Shekou has reached its maximum
capacity of 1,000 metric tons a day after enhancing its
capacity by 200 metric tons at the beginning of the year.

In December, the Group received the first award of The
Excellent Enterprise of Foreign Investment (Hongkong,
Macao and Taiwan) in China Food Industry by China
National Food Industry Association, from 1981 to 2001.

The Group’s flagship brand, “Knife” cooking oil has won
the award of Hong Kong Top Ten Brands in 1999. “Knife”
was also recognised as a Super Brand in Asia by Reader’s
Digest in 2000 and 2001 consecutively.

Detergent Segment

The Group has successfully launched “Fruit Wash” during
the year, following its lead in launching of the anti-
bacterial series in the Hong Kong market in 2000. It has
also achieved double digit volume growth during the year.
According to AC Nielsen, Lam Soon remains as the market
leader in Hong Kong represented by its two major brands,
“AXE” and “Labour”. "AXE" also achieved recognition with
an award of Hong Kong Top Ten Brands in 2000.

Packaging Segment

Excess supply versus demand continues to affect the
performance of this business. On the basis of its capacity
utilisation, the Group has decided to write down its idle
machineries and properties. It will continue to improve its
operating efficiency and cost conftrol.
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Distribution Segment

Lam Soon Food Supply Company Limited is a new
subsidiary wholly owned by the Group. Its mission is to
maximise the operating synergies by integrating the sales
and logistic operations of all the Group’s products and
services in Hong Kong.

Since its establishment in March 2001, the Segment
completed its restructuring in August and reported
encouraging performance despite the less favorable
market conditions in Hong Kong.

BOARD AUDIT COMMITTEE

The Board Audit Committee assists the Board in providing
an independent review on the completeness, accuracy
and fairness of the financial statements of the Company,
as well as the efficiency and effectiveness of the
Company’s operations and internal controls. The Board
Audit Committee reviews the consolidated financial
statements of the Group and the auditors’ report thereon
and submits them to the Board.

APPRECIATION

The Board would like to express its sincere appreciation
to its bankers, suppliers, customers and shareholders for
their continued support to the Group. The Board also
wishes to thank the Group’s management and staff for
delivering major progress in various core businesses.

Whang Tar Choung
Chairman

Hong Kong, 24th January 2002
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