FEHAEEEBERAT
REPORT OF THE DIRECTORS

SUW A

EEEE

F & &

The directors present their report and the audited financial statements of

the Company and of the Group for the year ended 3| March 2003.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries consisted of investment holding and the manufacture
and trading of printed circuit boards. There were no changes in the nature

of the Group's principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 March 2003 and the state of affairs
of the Company and of the Group as at that date are set out in the financial

statements on pages 24 to 68.

The directors do not recommend the payment of any dividend in respect

of the year ended 31 March 2003.
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SUMMARY FINANCIAL INFORMATION

The results and assets and liabilities of the Group for the last five financial

years, as extracted from the audited financial statements of the Group, are

set out below.
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For the year ended 31 March
8E=R=1t—HLEE

2003 2002 2001 2000 1999
“EBE=F " BEC “EE-F BEEF  —NNNE
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT BT BT BT BEFT
RESULTS ES -
Turnover =2 237,840 181,511 170,729 226,309 513,141
Profit/(loss) before tax FRigEDEN /. (B8 3,315 (25,505) (12,765) 24715 30,945
Tax RIE - — 2,796 (464) (2,893)
Profit/(loss) before REPD B RERA
minority interests mrl/ (B1E) 3,315 (25,505) (9,969) 24251 28,052
Minority interests DERTRIER — = — — (1,430)
Net profit/(loss) attributable BXERFELGHIR
to shareholders (B18) B8 3,315 (25,505) (9.969) 24,251 26,622
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SUMMARY FINANCIAL INFORMATION (Continued)
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At 31 March
R=B=+—H
2003 2002 200 2000 1999
“EESF O _EET _EE-F _=EE= —NANE
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT T BEFT BEFT BT
ASSETS AND LIABILITIES BERERE
Non-current assets FERENEE 153,620 183,734 115,959 86,112 91,230
Current assets RAEE 109,276 78,440 113,612 159,930 147,087
Total assets REE 262,896 262,174 229,571 246,042 238,317
Current liabilities REBEE 114,480 96,832 58,034 64914 65,624
Non-current liabilities FERIER 4,184 23,923 8,023 2,985 4820
Total liabilities =R 118,664 120,755 66,057 67,899 70,444
144,232 141,419 163,514 178,143 167,873
FIXED ASSETS BEEE
Details of the movements in the fixed assets of the Group during the year ZAEBEETEEZEEFIE  BREBRS
are set out in note |12 to the financial statements. MisE 12
SHARE CAPITAL AND SHARE OPTIONS B AN R B% {0 B 1

Details of the Company’s share capital and movements in share options during AR B AR ZEFBRIRDPAEEERTENLZ
the year, together with the reason therefor, are set out in notes 22 and 23 @ #RERR » DBIEREHRSHET2NR

to the financial statements, respectively.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's bye-
laws or the laws of Bermuda which would oblige the Company to offer new

shares on a pro rata basis to existing shareholders.

RESERVES

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

the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 March 2003, the Company's reserves available for cash distribution
and distribution in specie were HK$14,152,000 (2002: HK$14,262,000). In
addition, the Company’s share premium account in the amount of
HK$90,038,000 (2002: HK$90,038,000) may be distributed in the form of

fully paid bonus shares.

MAJOR SUPPLIERS AND CUSTOMERS

The percentage of the Group’s purchases and sales attributable to major

suppliers and customers are as follows:

a. Percentage of purchases attributable to:

— the largest supplier | 7%

— the five largest suppliers 51%
b. Percentage of sales attributable to:

— the largest customer 22%

— the five largest customers 70%

Save as disclosed under the heading “Connected transactions” in this report,
none of the directors of the Company, or any of their associates, or any
shareholders (which, to the knowledge of the directors, own more than 5%
of the Company's issued share capital) had any beneficial interest in the five

largest suppliers and customers.
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DIRECTORS

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

report were as follows:

Executive directors:

Chan Sik Ming, Harry
Lau Wing Hung

Lo Sun Wah
Motofumi Tsumura
Hiroto Sasaki

Teruo Amada

Independent non-executive directors:

Taro Akashi
Kohu Kashiwagi

In accordance with bye-law 99A of the Company's bye-laws, Lau Wing Hung,
Taro Akashi and Kohu Kashiwagi will retire by rotation and, being eligible,

will offer themselves for re-election at the forthcoming annual general meeting.

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 of compensation, other than by

statutory obligation.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest in any contract of significance to the business

of the Group to which the Company or any of its subsidiaries was a party

during the year.
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DIRECTORS’ INTERESTS IN THE SECURITIES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

At 31 March 2003, the interests of the directors and their associates in the
securities of the Company or its associated corporations, as recorded in the
register required to be kept pursuant to Section 29 of the Securities (Disclosure

of Interests) Ordinance (the “SDI Ordinance”), were as follows:
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Number of shares held

Frfsi i &8
Personal Other Total
interests interests interests
Name of director EEHE B AE R HihiE s BEHER
Chan Sik Ming, Harry PR 793 34,480,000 48,754,417 (Note) (Hif5L) 83,234,417
Lau Wing Hung 2BR 68,078,000 — 68,078,000

Note:  Chan Sik Ming, Harry and his family are the objects of a discretionary trust which
has appointed Earnwell Limited as its trustee. At the balance sheet date, Eamwell
Limited held 48,754,417 shares representing approximately 10.5% of the issued

share capital of the Company.

Save as disclosed above, none of the directors or their associates had any
personal, family, corporate or other interests in the equity or debt securities
of the Company or any of its associated corporations as defined in the SDI

Ordinance.

Wit - BRI RAXBER—TIEEFEERT I ZH
A+ M EEZZ FEamwell Limited 73 B 55T
A o RIZEH » Earnwell Limited#F B IR 17
48,754,417 » FIth AR T EBITRER
10.5% °
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SUBSTANTIAL SHAREHOLDERS

At 31 March 2003, the following interests of 0% or more of the share
capital of the Company were recorded in the register of interests required

to be kept by the Company pursuant to Section 16(l) of the SDI

FTERRE

RIEE=F=RA=1—H KBELHED
FRBIE+ RN () FRERTARBFIERSA
MATE » FEARIRASI0%N L LEmZ

Ordinance: RERT
Percentage of
the Company’s
Number of issued share capital
shares held ARIEHIT
Name ] Pz EE REZBDLE
Lau Wing Hung 2B 68,078,000 14.6
Daisho Denshi Co., Ltd. EEFHIBHT 50,000,000 10.7
Earnwell Limited Earnwell Limited 48,754,417 10.5
Easy Gain Limited Easy Gain Limited 47984416 10.3

Save as disclosed herein, no person had registered an interest in the share
capital of the Company that was required to be recorded under Section 16(I)

of the SDI Ordinance.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from as disclosed in note 23 “Share option scheme” to the financial
statements, at no time during the year were rights to acquire benefits by
means of acquisition of shares in or debentures of the Company granted
to any director or their respective spouse or children under 18 years of age,
or were any such rights exercised by them; or was the Company or any of
its subsidiaries a party to any arrangement to enable the directors to acquire

such rights in any other body corporate.
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SHARE OPTION SCHEME

Due to the adoption of Hong Kong Statement of Standard Accounting Practice
No. 34 “Employee benefits” during the year, most of the detailed disclosures
relating to the Company’s share option scheme have been moved to note

23 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the year, there was no purchase, sale or redemption by the Company

or any of its subsidiaries of the Company’s listed securities.

CONNECTED TRANSACTIONS

During the year, the Group had transactions with Daisho Denshi Co., Ltd,
a substantial shareholder of the Company, and its subsidiaries (collectively
the “Daisho Denshi Group”) for the sale of printed circuit boards amounting

to approximately HK$50 million.

Pursuant to the Company's special general meeting on |8 December 2001,
an ordinary resolution was passed to approve the sales transactions with the
Daisho Denshi Group. On 24 December 2001, The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) granted a waiver to the Company from
strict compliance with the requirements of Chapter |4 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) in respect
of sales transactions with the Daisho Denshi Group for a period of three

financial years ending 31 March 2004.
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CONNECTED TRANSACTIONS (Continued)

The independent non-executive directors of the Company have reviewed

the sales transactions with the Daisho Denshi Group and confirmed that:

(i) the transactions were conducted in the ordinary and usual course of

the Group's business;

(if) the transactions were conducted on normal commercial terms and on
terms that were fair and reasonable so far as the shareholders of the

Company are concerned; and

(ii) the aggregate value of the sales transactions with the Daisho Denshi Group
did not exceed 40% of the total turnover of the Group for the year
ended 31 March 2003.

However, the independent non-executive directors of the Company were
unable to confirm the sales transactions with the Daisho Denshi Group were
on pricing no less favourable than pricing available to independent third parties
as each of the models of printed circuit boards produced was unique and

tailor-made to the customers’ specific requirements and specifications.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

During the year and up to the date of this report, the following directors
are considered to have interests in a business which competes or is likely
to compete, either directly or indirectly, with the business of the Group, as

defined in the Listing Rules, as set out below:

— Mr. Hiroto Sasaki and Mr. Teuro Amada are also directors of Daisho Denshi
Co,, Ltd,, which is also involved in the manufacture and trading of printed

circuit boards.

As the board of directors of the Company is independent from the board
of directors of Daisho Denshi Co., Ltd. and the above directors do not control
the board of the Company, the Group is capable of carrying on its business
independently of, and at arm’s length from, the business of Daisho Denshi

Co.,, Ltd..
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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, throughout the
financial year, except that the independent non-executive directors of the
Company are not appointed for specific terms as required by paragraph 7
of the Code and 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.

AUDIT COMMITTEE

The Company has an audit committee which was established in accordance
with the requirements of the Code of Best Practice, for the purposes of
reviewing and providing supervision over the Group's financial reporting process
and internal controls. The audit committee comprises the two independent

non-executive directors of the Company.

AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors

of the Company will be proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Chan Sik Ming, Harry

Chairman

Hong Kong
|7 July 2003
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