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• PRACTICE NOTE 19 TO THE LISTING RULES •

In accordance with the disclosure requirements of Practice Note 19 to the Listing Rules, the Company

makes the following disclosures in relation to the details of the Agreement (as defined below), which
includes conditions relating to specific performance of the controlling shareholder of the Company.

On 31st January 2002, the Company entered into a 3-year transferable term loan and revolving

credit facility agreement (the “Agreement”) for an aggregate amount of HK$100,000,000 (the “Facility”)
with a group of banks. The Facility consists of a term loan for an aggregate amount of HK$60,000,000

and a revolving credit facility for an aggregate amount of HK$40,000,000.

Under the provisions of the Agreement, it would be an event of default, inter alia, if any of the
following events occurs:

1. Mr. Lam Wai Chun (“Mr. Lam”), the Chairman and Managing Director of the Company, and Ka
Yan China Development (Holding) Company Limited (“Ka Yan”), the controlling shareholder of

the Company, cease to be the beneficial owners, together, of more issued share capital of the
Company than any other person (including persons acting in concert); or

2. Mr. Lam and Ka Yan cease to be the beneficial owners, together, of at least 35% of the issued

share capital of the Company; or

3. Mr. Lam ceases to be the Chairman of the Company or ceases to be involved actively in the
management and business of the Group; or

4. Mr. Lam or Ka Yan sells, transfers, assigns, encumbers or disposes of all or part of their

respective beneficial ownership of shares in the Company; or

5. Ka Yan ceases to be wholly and beneficially owned by Ka Yan China Family Trust (the “Trust”),

the family trust of Mr. Lam; or

6. Mr. Lam’s immediate family members cease to be the only beneficiaries under the Trust.

If any such event of default occurs, upon a notice ser ved to the Company, (i) the Facility shall
immediately be cancelled; (ii) all amounts accrued and outstanding or owing under the Facility shall

immediately become due and payable; and/or (iii) the Facility shall immediately become payable on
demand.

In addition, the Group is required to comply with certain restrictive financial covenants imposed by

the banks. The financial covenants include, among other things, the maintenance of the following

specific financial ratios: (1) the net gearing ratio, defined by the relevant bank as total borrowings
plus contingent liabilities less total cash and bank deposits and investment over net tangible assets

less proposed final dividends, shall not exceed 0.85:1; and (2) the amount of capital expenditures,
as defined by the relevant banks, for the year ended 30th April 2002 shall not exceed HK$70,000,000.

The Group did not fulfill these two financial covenants as at 30th April 2002, but obtained waivers
from the relevant banks in respect of such non-compliance in August 2002.
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• CODE OF BEST PRACTICE •

None of the Directors is aware of any information that would reasonably indicate that the Company

is not, or was not for any part of the six months ended 31st October 2002, in compliance with the
Code of Best Practice as set out in Appendix 14 of the Listing Rules, except that the non-executive

director and independent non-executive directors have not been appointed for a specific term, but
are subject to retirement by rotation and re-election at the annual general meetings of the Company

in accordance with the Company’s Bye-laws.

• APPOINTMENT OF DIRECTORS •

Mr. Law Hoo Shan, Mr. Chiu Chan, Charles, and Mr. Huang Kong have been appointed as Executive
Directors of the Company with effect from 19th December 2002.

In addition, Mr. Ho Kwok Keung has been appointed as an Executive Director of the Company with

effect from 20th December 2002.

By Order of the Board

Lam Wai Chun
Chairman

Hong Kong, 19th December 2002


