Report of the Directors

The directors submit herewith their annual report together with
the audited financial statements for the year ended 28 February
2002.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities and other particulars of the subsidiaries are set
out in note 14 on the financial statements.

The analysis of the geographical locations of the operations of
the Company and its subsidiaries (“the Group”) during the
financial year are set out in note 12 on the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 28 February 2002, the five largest customers
in aggregate accounted for less than 30% of the Group's
turnover. The five largest suppliers in aggregate and the largest
supplier of the Group accounted for approximately 35% and
11% respectively by value of the Group’s total purchases.

At no time during the year have the directors, their associates or
any shareholder of the Company (which to the knowledge of the
directors owns more than 5% of the Company’s issued share
capital) had any interest (as defined in the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”)) in these major customers and suppliers.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 28 February 2002 and
the state of the Company’s and the Group’s affairs as at that
date are set out in the financial statements on pages 36 to 87.

CHARITABLE DONATIONS

Charitable donations made by the Group during the year
amounted to HK$72,910 (2001: HK$95,580).
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FIXED ASSETS

Details of the movements in fixed assets during the year are set
out in note 13 on the financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note
24 on the financial statements.

RESERVES

Details of the movements in reserves of the Group and of the
Company during the year are set out in note 25 on the financial
statements.

DIRECTORS

The directors during the financial year and up to the date of this

report were:

Executive directors

Tse Tat Fung, Tommy, Chairman
Chung Yuen Ling, Deputy Chairman
Leung Yit Kuen, Raymond

Independent non-executive directors
Hong Po Kui, Martin

Chui Chi Yun, Robert

Gerald Clive Dobby

Lui Pui Kee, Francis

In accordance with the provisions of the Company’s Bye-laws,
Messrs Leung Yit Kuen, Raymond, Chung Yuen Ling, Gerald
Clive Dobby and Lui Pui Kee, Francis retire from the board at the
forthcoming annual general meeting and, being eligible, offer
themselves for re-election. All other directors continue in office
for the ensuing year.
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DIRECTORS’ SERVICE CONTRACTS

Mr. Tse Tat Fung, Tommy has a service contract with a subsidiary
of the Company which is terminable by either party giving six
months’ notice. Mr. Leung Yit Kuen, Raymond has a service
contract with a subsidiary of the Company which is terminable
by either party giving three months’ notice. Ms. Chung Yuen
Ling has a service contract with a subsidiary of the Company
which is terminable by either party giving two months’ notice.
Messrs. Gerald Clive Dobby and Lui Pui Kee, Francis have service
contracts with the Company for a term up to the expiry of the
restructuring of the Group which is five years and three months
from 3 August 2000 or up to an earlier date when repayments
reduce the bank indebtedness of the Group to HK$150 million;
or up to an earlier date when all bank debt or term debt and
accrued interest together with the fees as defined in the
restructuring agreement which is entered into between the
Company and its seven bank creditors on 3 August 2000 have
been fully repaid/refinanced; or to be terminated by the
Company or the relevant subsidiaries giving seven days’ notice,

whichever is earlier.

Apart from the foregoing, no directors proposed for re-election
at the forthcoming annual general meeting has an unexpired
service contract which is not determinable by the Company or
any of its subsidiaries within one year without payment of
compensation, other than normal statutory obligations.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES

At 28 February 2002, a director of the Company had the
following interests in the issued share capital of the Company as

follows:
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES (Continued)

Notes:

@i

(ii)

(iii)

These ordinary shares were held through Blink Technology Limited
(“Blink Technology”), a company beneficially owned by Mr. Tse Tat Fung,
Tommy.

Blink Technology acquired the rights, title and interest in various
financing documents under which these Ordinary Shares, representing
shares of which Mr. Tse Sui Luen has personal interest, were charged.
Accordingly, Mr. Tse Tat Fung, Tommy is deemed to be interested in
these ordinary shares.

By a court order filed on 11 March 2002, Blink Technology obtained
order against the Official Receiver, the trustee of the estate of Mr. Tse Sui
Luen for, inter alia, the foreclosure of 69,364,209 Ordinary Shares
comprised in the charge under the financing documents referred to note
(i) above.

Apart from the foregoing and other than certain nominee shares

in subsidiaries held by directors in trust for the Company or its

subsidiaries, no director nor chief executive of the Company who

held office at 28 February 2002 had any beneficial interests in

the issued share capital of the Company, its subsidiaries and

other associated corporations (within the meaning of the

Securities (Disclosure of Interests) Ordinance) (“the SDI Ordinance”)

at that date as recorded in the register of directors’ share

interests.
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SHARE OPTION SCHEME

The Company has a share option scheme which was adopted on
20 August 1993 for a period of ten years (“the Share Option
Scheme”) whereby the directors of the Company are authorised,
at their discretion, to invite employees of the Group, including
directors of any company in the Group, to take up options to
subscribe for shares of the Company. For options granted before
1 September 2001, the exercise price of options was determined
by the board and was the higher of the nominal value of the
shares and 80% of the average of the closing prices of the
shares on The Stock Exchange of Hong Kong Limited (“the Stock
Exchange”) for the five business days immediately preceding the
date of the grant. For options granted on or after 1 September
2001, the exercise price of options is the highest of the nominal
value of the shares, the closing price of the shares on the Stock
Exchange on the date of grant and the average closing price of
the shares on the Stock Exchange for the five business days
immediately preceding the date of grant. The options are
exercisable six months after the date on which the options are
granted for a period up to five years.

The number of ordinary shares issued and issuable under the
Share Option Scheme, when aggregated with any shares issued
and issuable under any other scheme in the Company, may not
exceed 10% of the issued share capital of the Company,
excluding any ordinary shares issued and allotted pursuant to the
exercise of share options under the scheme, from time to time.

The Stock Exchange amended the requirements for share option
schemes under the Listing Rules. The new requirements have
come into effect from 1 September 2001 and make some of the
provisions of the Share Option Scheme no longer applicable.
During the year, no option has been granted, exercised nor
cancelled.

At 28 February 2002, the directors and employees of the
Company had the following interests in options to subscribe for
shares of the Company (market value per share at 28 February
2002 is HK$0.11) granted at nominal consideration under the
Share Option Scheme. Each option gives the holder the right to
subscribe for one share.
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SHARE OPTION SCHEME (Continued) BRE R @
Market
No. of Period value per
options during Price per share at
outstanding which share on  the date of
at 1 March 2001 Date options exercise grant of
and 28 February 2002 granted exercisable of options options
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Directors E¥
Tse Tat Fung, Tommy 2,152,500 21 July 21 January HK$2.79 HK$4.65
e 2 (Note) 1997 1998 (Note)
(Ktat) to 21 July
2002
19974 19984 2798 T 4.65% 7T
7A218 1A218 (i)
£20024
7RH218H
Leung Yit Kuen, Raymond 2,152,500 21 July 21 January HK$2.79 HK$4.65
245 fE (Note) 1997 1998 (Note)
(Ktat) to 21 July
2002
19974 19984 2798 T 4.65% 7T
7A218 1A218 (i)
£20024
7RH218H
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1999 2000
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SHARE OPTION SCHEME (Continued) Bkl hEt® @)
Market
No. of Period value per
options during Price per share at
outstanding which share on  the date of
at 1 March 2001 and Date options exercise grant of
28 February 2002 granted exercisable of options options
#2001F3R1B R
2002§2H28H AT 7€ RiBhkiE
KITRER RS REiE  REEERs RFAES
BE #FEM ] SkiE® SRTE
Employees {& B 19,942,500 15 September 15 March HK$0.25 HK$0.24
1999 2000
to 19 August
2003
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9R15A 3R 15
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Note: On 21 July 1997, 1,500,000 options with exercise price of HK$4.00
were granted to Mr. Tse Tat Fung, Tommy and Mr. Leung Yit Kuen,
Raymond respectively. With the two for five and one for forty bonus
issue of shares in August 1997 and November 1997, the number of
options exercisable and the exercise price were adjusted to 2,152,000
and HK$2.79 respectively in accordance with the provisions of the
Share Option Scheme.

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 directors or chief executive of the Company or any of
their spouses or children under eighteen 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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SUBSTANTIAL INTERESTS IN THE SHARE
CAPITAL OF THE COMPANY

The Company has been notified of the following interests in the
Company’s issued shares at 28 February 2002 amounting to
10% or more of the ordinary shares in issue:
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Name interest shares interest shares
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L £ BEEES BHESL BEHES BHESL
Tse Sui Luen (Note) HIh B (M EE) 69,364,210 17.7% - -
Blink Technology (Note)  Blink Technology (41#) 126,607,325 32.3% 69,364,210 17.7%

Note: Blink Technology acquired the rights, title and interest in various
financing documents under which these ordinary shares, representing
shares of which Mr. Tse Sui Luen has personal interest, were charged.
Accordingly, Blink Technology is deemed to be interested in these
ordinary shares.

By a court order filed on 11 March 2002, Blink Technology obtained
order against the Official Receiver, the trustee of the estate of Mr. Tse
Sui Luen for, inter alia, the foreclosure of 69,364,209 Ordinary Shares
comprised in the charge under the financing documents referred to
above.

Save for the shares referred to above, no person or corporation
has any interest in the share capital of the Company as in the
registers required to be kept under section 16(1) of the SDI
Ordinance.

DIRECTORS’ INTEREST IN CONTRACTS

No contracts of significance to which the Company or any of its
subsidiaries was a party, 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.
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CONNECTED TRANSACTIONS

(i)

(ii)

On 20 July 2000, a conditional settlement agreement (“the
Settlement Agreement”) was entered into between the
Company, Mr. Tse Sui Luen (“Mr. Tse”) and Mr. Qi Jian Hong
("Mr. Qi"), the details of which have been set out in the
circular to shareholders dated 14 August 2000.

Mr. Tse was a director of the Company when the contract
was entered into. Mr. Qi has 15% beneficial interest in a
subsidiary of the Company. The transaction constituted a
connected transaction as defined by the Listing Rules and
was approved by the independent shareholders in the
special general meeting held on 30 August 2000.

Five supplemental agreements dated 27 September 2000,
21 December 2000, 30 March 2001, 28 June 2001 and 27
September 2001 were entered into between the Company,
Mr. Tse and Mr. Qi to further extend the latest time for
completion to 31 December 2000, 31 March 2001, 30 June
2001, 30 September 2001 and 30 November 2001
respectively. The Settlement Agreement was finally completed
on 30 November 2001 and was announced by way of a
press announcement by the Company on 3 December 2001.

On 17 June 2002, the Group has entered into conditional
agreements with the preference shareholder for the
redemption of the preference shares, which among other
things, include an issue of shares by two subsidiaries of the
Company to Best Accurate International Limited (“Best
Accurate”). Best Accurate owned 22.5% of the issued share
capital of these two subsidiaries before the transaction and
therefore constituted a connected transaction as defined by
the Listing Rules. The details of the transaction will be set
out in a circular to shareholders in due course.
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DISCLOSEABLE TRANSACTION

The Group disposed of its certain property interests to independent
third parties during the year at a consideration of approximately
HK$36 million. The transaction constituted a discloseable
transaction as defined by the Listing Rules and was announced
by way of a press announcement by the Company on 23 March
2001. Details of the transaction have been included in the
circular to shareholders dated 12 April 2001.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed

securities.

CONVERTIBLE SECURITIES, OPTIONS OR
SIMILAR RIGHTS

Other than the employee share option scheme and convertible
preference shares as disclosed above and in note 24 on the
financial statements, the Company had no outstanding convertible
securities, options or similar rights as at 28 February 2002 and
there had been no exercise of convertible preference shares,
options or similar rights during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company'’s Bye-laws or the laws in Bermuda.

BANK LOANS AND OVERDRAFTS

Particulars of bank loans and overdrafts of the Group as at 28
February 2002 are set out in note 21 on the financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 88 to
89 of the annual report.
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PROPERTIES

Particulars of the major properties of the Group are shown on
pages 90 to 91 of the annual report.

RETIREMENT SCHEMES

As from 1 December 2000, the Group operates a Mandatory
Provident Fund Scheme (“the MPF Scheme"”) under the Hong
Kong Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined contribution
retirement scheme administered by independent trustees. Under
the MPF Scheme, the employer and its employees are each
required to make contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap of monthly relevant
income of HK$20,000.

The Group also operates defined contribution retirement benefits
schemes for all qualifying employees in the People’s Republic of
China (“PRC"), Taiwan and Malaysia. The assets of the schemes
are held separately from those of the Group in funds under the
control of independent trustees.

The Group's total contributions to these schemes charged to the
profit and loss account during the year ended 28 February 2002
amounted to HK$4,215,000 representing contribution payable
by the Group to the schemes at 5%, 7%, 2% and 12% of the
gross salaries in Hong Kong, PRC, Taiwan and Malaysia
respectively.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE

The Company has complied throughout the year with the Code
of Best Practice as set out by the Stock Exchange in Appendix 14
to the Listing Rules except that Messrs Hong Po Kui, Martin and
Chui Chi Yun, Robert, independent non-executive directors of
the Company, are not appointed for a specific term as they are
subject to retirement in accordance with the Company’s Bye-
laws.
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AUDITORS

KPMG were first appointed as auditors of the Company in 2001
upon the retirement of Deloitte Touche Tohmatsu.

KPMG retire and, being eligible, offer themselves for
reappointment. A resolution for the reappointment of KPMG as
auditors of the Company is to be proposed at the forthcoming

annual general meeting.

By order of the Board
Tse Tat Fung, Tommy
Chairman

Hong Kong, 17 June 2002

52 10

RGBT E 82001 B REE T
BRATMEIED - LAEEEY o BER
7 DT -

EFHEEEN BRI ER - EREE
B - MEFHEFMEEMEEARF
AP RRER - BB B AR A F
RE LI -

EREEED
g
TE

B 0 200296 H178



