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Wo Kee Hong (Holdings) Limited is o diversified distributor

of high-quality, brand-name products serving customers in the Asian

region and in particular the Hong Kong, Macau and the mainland
People’s Republic of China (PRC) markets. The Group began
distributing audio products in Hong Kong in 1954. Over the years,
product categories have changed and today the Group distributes
air-conditioning and refrigeration products; audio visual equipment;
car audio and electronic products; motor vehicles and car
accessories;, and other electronic and electrical products. It also has
a direct marketing/retailing business. The Group has considerable
expertise in nurturing and developing brands and products it
represents through its multi-distribution channels and including
provision of after-sales-service. For aimost five decades, by
combining skilled marketing and sales with the close support of long-
established supplier relationships, the Group has ensured that many
of its brands have become sumbols of excellence and household
names in the minds of consumers in the markets it serves.
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Your Board of Directors is very pleased to announce that a consolidated profit of HKS6 million was
recorded for the year ended December 31, 2002. This is a welcome turnaround from the substantial
losses suffered by the Group in recent years. Congratulations to the excellent team work shown by the
management and all the staff!

No interim dividend was paid during the year (2001: nil) and the Directors do not recommend a final
dividend (2001: nil) having ¢ prudent regard for the need fo preserve cash for the working capital
needs of the Group. However, given the return to profitability; given the significantly improved balance
sheet position; given the significant reserves available 1o the Group in proportion to the capital base,
the Directors are pleased to recommend a bonus issue of shares ot the rate of 1 bonus share for every
10 existing shares.

We would draw the shareholders’ attention to the following positive Group highlights in 2002:

. A capital reorganisation ond rights issue with a bonus issue was successfully completed in April. The
net proceeds from the rights issue of HK$46.8 million were used primarily fo repay short-term debf,
with the balance providing additional working copital.

° Another capital reocrganisation was completed in September which, together with the earlier
capital reorganisation exercise, ensured that all accumulated losses of the Group were eliminated,
paving the way for future dividends, as and when appropriate, which hopefully will stimulate share
liquidity and enhance shareholder value over time.

v
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° The long outstanding supplier credit situation was finally settled with Mitsubishi Heavy Industries
Limited ("MHI") by the partial repayment of HKS71.8 million with the sale of the Group's inferest in
an associated company “MHI-Jinling Air Conditioners Company Limited” and the remaining debt
balance of HK$132.9 million was converted into a long-term, 15 year, largely unsecured loan. This
settlement enabled a profit of HKS$10.9 million to be booked on the sale of the associated
company, and also eliminated any further uncertainty with regard to the debt in the balance
sheet which has now been designated as long ferm debt. It must also be noted that the resolution

of this issue has eliminated comments in the previous Audit Reports, relative to "going concern
uncertainty”, and has enabled the Group to have a clean audit opinion this year.

° Liquidity was greatly improved with positive cashflows generated in the year, being inflows of
HKS$18.5 million compared with outflows of HK$18.1 million last year,

o Net current assets of HK$67.3 million were recorded at the year end, a significant turnaround from
the balance of net current liabilities of HK$124.8 million which existed at year end 2001, Total net
debt gearing ratio was greatly improved 1o 61.9% (2001: 107.4%) with specific bank debt gearing
reduced to 18.1% (2001: 28.0%).

° Opercational administration overheads were reduced by 30.7%, as part of the ongoing reorganisation
of the Group’s operating units, 1o achieve higher productivity and adaptability to changing
market condifions.

After years of combating adverse market situations, your Board of Directors is proud to work with a
strengthened management, leading a highly disciplined staff who can face up to challenges and
create values. Perseverance builds character; indeed, character we have as a strong marketing
company.

In our vision, we see a strong Chinese mainland market growing for decades into the future; we see
more and more cities and major townships growing into metropoli; we see rural areas becoming maore
affluent and providing markets for our products; we see rising sophistication and income levels desiring
more products of the brands we market; we see more privately owned homes filled with the |laftest
electrical appliances, pockets stuffed with mobile electronic gadgets and more highways filled with
passenger cars - all products we market.

In particular, we forecast strong growth in our distribution business of imported premium cars of “Ferrari”
and “Maserati”, as import tariffs continue to fall in mainland China. Thus the Group is refocusing more of
ifs resources to build an extensive national distribution network for our cars, composed of exclusive
showrooms and premium service facilities. As a result of the car boom in China, we foresee our car

@ WO KEE HONG (HOLDINGS) LIMITED 4
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audio and electronics business will also grow rapidly, especially the “Alpine” brand, a clear market

leader. We also envisage growing demands for our commercial air-conditioning systems for projects
and small central units designed for upmarket houses and our "MHI”, "LG" and "Bodysonic” brands
cover almost the entire market spectrum from high-end to budget systems.

On the international front, we expect our 50%-owned manufacturing joint venture, (Jin Ling Electrical
Company Limited), to maintain its position as the third leading Chinese exporter of washing machines
and even challenge 1o become the second largest Chinese exporter of such products. Export growth is
preferred over local sales for reasons of higher margin and quick cashflow. Our own “Rogers” British
origin brand of audic visual products should also grow by engaging more international distributors in
more countries.

In the recent years, the Group has properly been making prudent and significant required provisions
against certain of our assets and the balance sheet is now solid. There is still some need for certain asset
realiocation by way of realisations and reinvestment in our core businesses but the balance sheet now
provides a stronger foundation for both organic and acquisitive growth and profit generation.

In the coming years, your Group will stay very focused on building and adding value to our brands and
our products in our growth markets. Local talents will be recruited progressively to maximize our
adaptability and local knowledge. Our mission is to grow info a leading marketing organisation serving
the rising Asian markets; a vision turning into reality since the Company was founded forty-nine years
ago. The Board is confident that the Group will enjoy sustainable growth in sales and profit over the
coming years, as it has rode out successfully from earlier years of adverse trading conditions, with
sharpened skills and seasoned perseverance.

Regarding the very recent outbreak of military action in the Middle East, although the extent and
duration of the fighting may be limited, nonetheless, we are cautious of its possible effects on our
business. The last Gulf war in 1991 did not have any adverse effect on our business. On the confrary,
business increased with the surge of imports of our products intfo mainland China.

We must express our deep gratitude and sincere appreciation to all cur shareholders, suppliers, bankers
and capable management together with our staff, for their confinuous loyal support and commitment.

Wing Sum LEE Richard Man Fai LEE
Honorary Chairman Executive Chairman

Hong Kong, March 27, 2003
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The results, assets and liabilities and performance data of the Group for the last five financial years are

as follows:

Resulis

Turnover

Loss from operations

Finance costs

Other non-operafing income
Other non-operating expenses
Share of results of associates

Profit (loss) before tax
Taxation

Profit (loss) after tax
Minority interests

Profit (loss) attributable to shareholders

Assels and laebilifies

Investment properties

Property, plant and equipment
Infangible assets

Interests in associates
Investment securities

Other non-current assets
Current assets

Current liabiiities

Employment of capital

Minority interests

Borrowings due after one year

Obligations under finance leases
due after one year

Deferred taxation

Loans advanced from minority
shareholders

Other loan

Shareholders’ funds
Perfermance dala

Earnings (loss) per share
- basic (HK cents) (Note)

Net assets per share (HK cents)
Net gearing (%)

Year ended Pecember 31,

2602 2001 2000 1999 1998
HK$'000 HKS$'000 HKS$'000 HKS$'000 HKS$*000
572,393 565, 84§ 386,866 753,695 1,173,960

(9,061) (76,480) (45,574) (32,393) (214,081
{10,481) (16,923) (18,195) (13,573) (36,889)
38,611 2,569 11,175 66,636 -

- (3,459) (31,326) (42,871 (14,438)

{11,550 (4,005) 3,356 18,783 (13,030)

7,519 (98,298) (80,564) (3,418) (278,438)
(7,522 (1,689) (3.141) (3.325) 131

5,997 (99.987) (83,705) (6.743) (278,307)
12 479 (1,750) 7.436 10,172

6,009 (99,508) (85,455) 693 (268,135)

At December 31,

2002 2001 2000 1999 1998
HK$'000 HKS$'000 HKS'000 HKS$'000 HKS000
131,793 131,923 135,516 121,307 111,150
186,360 188,749 252,891 284,656 295,832

- - 21,647 24,625 27,703
115,533 190,076 179,427 184,229 184,471
702 1,447 1,842 1,879 1,804
- - 355 23,446 1,006
262,581 256,659 280,778 330,582 528,425
{195,233) (381,442) (368,028) (235,662) (564,795)
501,736 387,412 504,328 735,062 585,596
{579) 69 3,791 5,529 6,037
{153,950) (86,515) (118,646) (275,235) (122,051)
{300) ;M7 (683) (202) (1.897)
an (13) a3) (25) (25)
(1,522 (1,522) (4,046) (4.046) (7.596)
- (4,500) - - -
345,368 293,854 384,831 461,083 460,064
0.9¢9 (60.20) (51.80) 0.43 (170.40)
44.57 - - - -
61.92 107.43 85.84 75.57 38.13

Note: The weighted average number of shares for the purpose of basic earnings (loss) per share has been adjusted
for the bonus issue, share consolidation and rights issue during the year 2002 and for comparative purposes.
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Turnover

For the year ended December 31, 2002 total Group turnover increased by 1.2% to HK$572.4 miltion
(2001: HK$565.8 million).

Sales for most businesses were stable compared with the previous year except for the direct
marketing business of “Megc Warehouse” where sales jumped by almost HK$29 million (+84.3%)
given the increased number of outlets opened during the year. However, sales by the motor group
were lower than last year by a similar amount of HK$28.7 million (-11.8%) given difficult market
conditions experienced in the Hong Kong market,

Profit atiributable to shareholders

For the first year in eight years from 1995 - with the exception of the 1999 when a small profit of less
than HKS1 million was recorded - a reasonable overall Group attributable profit of HKS6 million has
been achieved. The most pleasing and significant positive factor in this result, was that the
operating loss from operations was reduced to only HKSG.1 million (2001: HK$76.5 million) and
including an HKS6 million property write-down, which again was the best such result recorded in
recent years and was as predicted by management last year.

The results did include some significant items of an exceptional and non-recurrent nature, atbeit
that the overall effect was virtually neutral on the total Group attributable profit. In the year, the
Group announced the debt seftlement and rescheduling arrangement of suppilier credit finance,
which involved the sale of the Group’s interest in a joint-venture air-conditioning manufacturing
operation in the PRC, that recorded an exceptional profit of HK$10.9 million. The Group also closed
and disposed of certain subsidiaries and associates in Singapore and Malaysia which recorded an
exceptional profit of HK$27.7 million, Against these profits, given the statutory changes to financial
and accounting rules mandated in the PRC, the Group had to book an exceptional loss of HKS9.7
million on its 50% owned joint-venture washing machine manufacturing business in the PRC,
relating to the necessary increased write-downs of fixed assets, intfangible assefs and current assets
employed in the business of approximately HK$21.9 million (the Group’s 50% share).

7 WO KEE HONG (HOLDINGS) LIMITED w
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Cash flows

This was another key measure of Group performance that showed significant improvement in the
year. Cash flows from operating activities before working capital movements improved fo an
inflow of HK$4.6 million in 2002 from an cutflow of HK$10.5 million in 2001. On working capital items,
trade and other receivables at balance date were exactly in line with last year at HK$59.3 million,
whilst trade and other payables (including bills payable) at HKS118 million were HKS$17.1 million
(-12.7%) lower than last year. The Group operated effectively within very tight cash and credit
controls. Cash outflow in investing activities was restricted to HKS4.9 million being largely capital
expenditure whereas net cash inflows generated by financing activities were HK$35.6 million (2001:
outflows of HKS$45.2 million) mainly as a result of a capital raising rights issue in the year that raised
HKS$46.8 million net of expenses, and was largely used fo repay short-term debt and bank loans.

Debi sefftement, capiial reorganisations and righis issue

The 2001 Annual Report contained a detailed report of post balance sheet events and a pro-
forma summary balance sheet, which explained two significant events that were completed in
fiscal 2002 and which materially improved the financial condition and balance sheet of the Group.

1. Debt setflement and rescheduling arrangement of supplier credit finance

The Condifional Agreement reached between the Group and Mifsubishi Heavy Industries
Limited ("MHI") in Tokyo in November 2001 was finalised by a Deed of Settlement signed
between the parties on June 28, 2002 and subsequently completed. The two key elements of
this transaction were that, firstly, the total debt outstanding of HK$202.9 million in November
2001 was partially repaid as to HK$71.8 million by the sale of the Group’s interest in an
cssociated company "MHI-Jinling Air Conditioners Company Limited” (a joint-venture
manufacturing company controlled by MHI directly). This enabled a profit of HK$10.9 million
to be booked on the disposal. And secondly, the remaining balance of the loan, including
accrued interest, of approximately HK$132.9 million, was converted into a long-term, 15 year,
largely unsecured loan (secured only as to two floors of the sixteen floor Wo Kee Hong
Building located in Hong Kong) which bears a fixed rate of interest of 2.5% per annum, which
interest is the only amount payable to MHI until June 30, 2012, when the balance then
becomes repayable by ten (10) equal half yearly instalments to be completely repaid on
December 31, 2016.

@ WO KEE HONG (HOLDINGS) LIMITED 8
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2. Capital reorganisations, rights issues and bonus share issues

On February 1, 2002 the Company announced a capital reorganisation and rights issue with
bonus issue. A circular for the capital reorganisation was issued to shareholders on February
20, 2002, The rights issue, with bonus share issue, was fully underwritten by Kingsway SW
Securities Limited with a prospectus issued to shareholders on March 15, 2002, All of the
proposals were approved by shareholders in a Special General Meetfing held on March 15,
2002. The effect of these fransactions was that accumulated losses in the balance sheet up
to June 30, 2001 were eliminated by the capital reorganisation, whilst the net proceeds from
the rights issue of HK$46.8 million, were used primarily fo repay short-term debt, with the
balance of funds providing additional working capital to the Group.

In August 2002, a further capital reorganisation was announced by the Company and a
circular was issued to shareholders on August 23, 2002. This involved ¢ reduction of the share
premium account, cancellation of accumulated losses, a share consolidation, a bonus issue
and an increase in authorised share capital. The rationale for the second capital
reorganisation in the year was twofold. Firstly, the losses accumulated in the year fo
December 31, 2001, which were not able to be dedalt with in the first capital reorganisation as
the cudited accounts were not then available, were now able to be eliminated. Secondly,
the share consclidation and bonus issue was undertaken to increase the market value per
share (in keeping with proposals being considered by the Hong Kong Stock Exchange) and
also the liquidity for the frading of the shares, whilst also showing a better balance sheet rafio
of issued share capifal relafive 1o the balance of reserves available, as part of the fotal
shareholders’ funds. These proposals were approved by shareholders in a Special General
Meeting held on Septemiber 18, 2002.

Liquidity and financial resources

The year of 2002 was a water-shed one for the Group. as decisions taken and successfully
implemented by management, significantly improved the financing and capitalisation of the
Group. The Group Is no longer significantly financed by trade creditor support following the debt
settlement arrangements, and is now more traditionally financed only by the combination of its
equity capital base; infernal cash flows generated from operations; and bank borrowings involving
both short and longer-term maturities,

3
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The Group continued to meet its bank and other liabilities upon due dates and the position of
actual bank loans and overdrafts again improved in the year and at balance date these
amounted to HK$77.1 million (2001: HK$95.6 million). However, because banks generally in Hong
Kong confinue, af this fime, to be cautious in their lending policies to businesses, the Group, in
common with other similar commercial enterprises in Hong Kong, was confronted with the need to
operate business on restricted overall bank facilifies. Amounts of cash generated both from
operations and financing activities, was used to pay down debtf, which at times adversely
affected operations by restricting levels of business activity and the ability of businesses to take
advantage of incremental sales and particularly at the time of peak seasonal frading. Total bank
borrowings as a percentage of total shareholders” funds, were 22.3% (2001: 32.5% respectively).

At December 31, 2002 cash and bank deposits amounted to HK$14.4 million (2001: HKS13.5 million).
The Group balance sheet at the financial year end 2002 showed a positive balance of net current
assets of HK$67.3 million (2001: net current liabilities of HK$124.8 million) which was the first year
recording a net current assets surplus since December 31, 1999. Effective current assetf
management is essential to Group operations, such that the key management ratfios continue fo
show satisfactory positions including inter-alia: debtor collections averaging 21 days (2001: 23
days); inventory turn at 81 days (2001; 74 days); and overall short-term net debt gearing ratio af
17.3% (2001 78%), with total net debt gearing ratio at 61.9% (2001: 107.4%).

An infegral part of the Group’s risk management policy, is To hedge foreign currency fransactions
to eliminate adverse currency movements on indent sales, in the normal course of business. At
December 31, 2002 the total outstanding foreign exchange confracts purchased with banks
amounted to HKS$44 million (2001: HKS17 million).

The Group had bank financing facilities amounting to HKS166.2 million at December 31, 2002 (2001:

HK$158.7 million) all based on Hong Kong best lending rates, and mainly secured by assets of the
Group. The Group had no confingent liapilities at December 31, 2002 (2001: HKS2.1 million).

G WO KEE HONG (HOLDINGS) LIMITED 10
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Business Reviews

Q

Air-condiiioning products

I The business consists of marketing and distribution of the
8 range of products from Mitsubishi Heavy Industries of
{/9'? - ' Japan ("MHI") for which the Group holds exclusive

AN

distribution rights for Hong Kong, Singapore and Macau

FOKN08 FR208

{ (all products) and the mainland China markets. MHI

‘ A%L »ﬁ!!a§ogs%'n§ &wa‘. j provides a full range of air-conditioning products both for

’ the packaged commercial systems and the consumer

“Mitsubishi Heavy Industries” products & logo markets. Similarly, the Group also markets and distributes

)

a wide range of commercial and consumer qQir-
conditioning products supplied under the "LG” brand ("LG Electronics Inc” of Korea). Both are pre-
eminent global brands. The Group also provides after-sales service and support 1o its customers.

For the first year in 2002, the Group is the sole distributor in Hong Kong and Macau for the range of
air-conditioning products from “Galanz”, a leading Chinese electrical appliances brand.

Total sales to third party customers at HK$178.9 million were similar to the HK$176.1 million recorded
in FY2001.

In Hong Kong the economy is in a frough with consumer confidence at a low point and with no
immediate sign of recovery. Both the retail market and the property development market sectors,
which are important for retail and project sales, are depressed. In the mainland PRC market, the
unstable weather and severe flooding in certain provinces of southern and eastern China affected
the sales in those areas during the peak selling season in the year. And lastly, China is becoming
the “air-conditioning factory of the world”, initially producing low-end air-conditioning products for
domestic usage, but now gradually moving up the fechnology chain fo manufacture commercial
products. The over-capacity situation of China-based air-conditioning factories has forced prices
in the mainland market o fall, thus creating an ever bigger gap of price differentials with imported
products, which products become more difficult to sell.

However, there were also positive market developments. MHI supplied substantial quantities of
split-type air-conditioning products at very competitive prices for the Hong Kong market, enabling
"MHI” products to increase their market share and to become the market leader in this product

3
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- sector. "LG” similarly continued to provide an excellent
‘ range of competitively priced products. Alsc, the Group re-
[N % organised and re-aligned the sales focus during the year.
\) : With the setting up of a mainland China-operation
BT S4BT WOOBTU. 1B OIOBTUM 24 60BT U | hecdqguarters in Dongguan, Guangdong Province, if

. enabled the Group to co-ordinate the various functions of
L& Electronics Ine j
sales, marketing, personnel, finance and administration

; inside the mainland. The Group understands the necessity

LG products & logo .‘
. of working closer fo the market and has increased efforts

to cultivate “networking”. Additionally, the marketing strategy of expanding the project business
segment, is also being successful and will certainly show accelerated momentum in future years.
The market for "LG" and "MH}” products will also be stimulated by lower tariffs necessitated on
imported products, as part of the WTO requiremenfs.

Operational efficiencies improved and lower unif costs were achieved through streamlined
organisation in affer-sales service and warehousing operations. Working capital efficiencies were
also made in respect of both inventories and receivables. Despite the very competitive market
situation, total gross margins and total profit contributions were maintained at about the same
levels as achieved iast year.

Looking to the year 2003, management believes the air-conditioning products market will continue
to be very competitive. There will be a mixture of market uncertainty as well as ocpportunity. The
Hong Kong market will likely remain weak until such fime that the economy and consumer
confidence recovers. The mainland China market will provide a stfeady growth in demand, yet the
production over-capacity situation in China will exert downward pressure on prices and therefore
profit margins, especially for domestic type products; China’s entry to WTO will offer more
favourable frading conditions including the gradual reduction of import tariffs and increased
market and business opportunities; and the Group will focus on the commercial product sector to
provide higher margins, given lesser competition with less comprehensive commercial product
ranges available from China produced products.

in 2003, "Bodysonic” will commence a co-operation
arrangement with "GREE”, a leading Chinese air- ]‘) BB% BODYSONIC® £e 73
conditioning products brand, to launch a full range of ||
room and commercial air-conditioning products under

the brand name "GREE-BODYSONIC” for the Hong

Kong market. The market prospects for the joint-brand name products, is very encouraging. And,
at the same time, the sales of "Bodysonic” branded air-conditioning products in the mainland
market is steadily increasing. The product range is concentrated on commercial products,

"Bodysonic” logo

@ WO KEE HONG (HOLDINGS) LIMITED 12
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including multi-system units, They are manufactured in mainland China, which makes them very
cost-competitive. The forecast for FY2003 is for a return to growth in sales for this business.

Audio-visual and other elecirical products

[ The audio-visual business is now largely focused upon marketing and
distribution of a range of products developed for the Group’s own
brands of "Rogers” (from the UK) and "Bodysonic” (from Japan). This
business segment also includes sales from “LG” branded domestic
electrical appliance products which are now well established in the
market, as well as sales from the "Alpine” and “Rogers” branded car
audio and electronic products. The car audio and electronic
1 products business consists of marketing and distribution of car-audio

[F@ | products largely under the “Alpine” brand (from Japan) which is one
BRITISH HIGH- FIDELITY of the top brands in global markets, together with products

"Rogers” products & logo

developed under the Group’s own “Rogers” brand of car speakers

and power amplifiers. Products are distributed in Hong Kong, Macau,

Singapore and Malaysia.

@

Total sales increased 3.1%, compared with FY2001, to HKS$115.5 million despite a slow domestic
market. The audio-visual products sector of the business remains extremely competitive especially
given the range of innovative products offered to the market; the constantly reduced market
pricing: and gross margins being relatively narrow. Nevertheless, the range of products marketed
broadened in the year to include CD, VCD, DVD players and mini hi-fi systems; speakers, surround
sound and home theafre systems; and Piasma display televisions. Sales were stimulated by a
successful launch of the new 42" Rogers Plasma TV; special sales campaigns in mid-year and at
Christrnas and pre-Lunar New Year; and joint promotions with local credit cards. The international
markets for "Rogers” products were expanded to include Australia, New Zealand, Taiwan and
Brunei; whilst sales outlets were expanded in Hong Kong. Sales of "LG” domestic appliances were
exceptionally buoyant with sales of refrigerators and washing machines up 35.4% and 28.8%
respectively over last year. Distribution channels were expanded and sales and promotional
campaigns were organised in a cost effective manner fo achieve these increased sales.
Operational efficiencies and cost controls were effective with the result that the good sales
achieved satisfactorily increased profit contributions.

Total sales in the car audio business for the year were HK$57.4 million, which was an HKS4.9 million
(+9.3%) increase over FY2001. The regional markets for the sales of automobiles, with the exception
of the mainland China, were sluggish. There was infense competition in car-stereo products with
new product innovations, and pricing and margins were affected. However, given the excellent

3
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support of "Alpine”, the management aggressively marketed the products in their region and
excellent sales growth was achieved, including notably significant OEM business in Singapore, with
satisfactory increases in profit contributions.

Looking at 2003, the consumer audio-visual market will still be highly competitive given a sluggish
economic outlook and an expanding Plasma TV market; changing consumer tastes which
stimulate demand for home theatre products; and increased competition from mainiand Chinese
brands. Nevertheless, the infroduction of competitive and new products; increased distribution
efforts and particularly in the markets of Hong Kong, mainland China, Singapore and Malaysia; the
development of international markets; increased promotional activity; and the increasing brand
awareness of "Rogers” and "Bodysonic” following continuous marketing efforts, will all be positive
for this business sector, and satisfactory sales growth is expected.

l In FY2003, “Alpine” is offering further exciting

competitive products with car navigation, cudio
1 and audio-visual features, which are targetted af
the growing larger cabin vehicle sector. “Alpine” is
! olso a leader in products featuring integrated
navigation systems and these will stimulate sales

//////lLPINE

once this fechnology becomes available in the
markets we serve. The business is forecasting
"Alpine” products & logo continued growth in sales in 2003.

LN
@/
° Direct marketing

This business involves direct retailing in consumer electronic and electrical products, in the Hong
Kong market under "Mega Warehouse” branded outlefs.

Sales fo customers in the year were almost double those of FY2001. The business has been
refocused in the year. The chain-store type strategy to cover Hong Kong, Kowloon and the New
Territories, on a cost effective basis, was implemented. With the opening of 6 new shops in Tuen
Mun, Yuen Long, North Point, Mongkok, Kwai Hing and Tseung Kwan O in 2002, "Mega
Warehouse” has successfully positioned itself as a significant retail chain store with a total of 9
shops in Hong Kong. To differenfiate the merchandising mix of the company, a new merchandising
channel to import competitive AV products directly from China was also successfully established.
The business model is based upon competitive warehouse retail concepts with regular promotional
and key product category sales, to provide value-for-money products to customers,

@ WO KEE HONG (HOLDINGS) LIMITED 14
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This strategy is increasing business levels, and other
sales and marketing efforts in the year developed
clear customer acceptance of the “"Mega
Warehouse” chain. Despite a weak retail environment,
there is latent consumer demand for products
providing innovation and value for money. "Mega
Warehouse” outlets are becoming recognised for
providing these values. Activities in the year included

grand clearance sales campaigns; launch of the *“Mega Warehouse” Master Card to build loyalty

and customer affinity; payment-by-installment finance; regular monthlty consumer promotions; and

increased publicity of the "Mega Warehouse” brand and sales activities. Plans for FY2003 are set

against a sluggish retail environment in Hong Kong, which is also given to intense competition.

Developments will include improved sales and inventory systems; appropriate expansion of the

retail network; consolidation of certain retail locations; a wider range of product categories

offered; increased markefing and promotion efforts; and possible sales outflets in mainland China

to be considered later in the year. All of these activities will be undertaken cautiously, with a view
to increasing sales, utilisation of cost and capital efficiencies; and forecasts are for both sales to

increase and profit contributions to materialise.

° Motor vehicle and car accessories distribution

The “Ferrari” showroom in Bejiing

1 The business is the marketing, sales and parts supply and after-
sales servicing of the “Ferrari” and "Maserati” vehicle franchises.
The Group is the sole distributor for these two unique premier
sports margues in Hong Kong, Macau and mainiand China.

Total sales for the year were HK$214.7 million which was an 11.8%
fall compared with the sales achieved in FY2001 on lower unit

sales of new vehicles. The pre-tax profits were therefore much lower than the previous year.

“Ferrar” contfinues to be the premium sports car available
in the world today and demand for the models generally
oufstrips supply. Demand for the “Ferrari”
range was good, and especially for the new 575 Maranello
model infroduced in June. All units of these cars allocated
by the factory were pre-sold. The new special super
sports car “Enzo Ferrari”

was made available only to

entire model!

{ A “Ferrari” 575 Maranelio
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selected customers and, having been allocated 9 units (out of a limited world wide supply of only
399 units), this very expensive but unigue highly sought-affer modsl has been all pre-sold, ahead of
the first 5 units to be delivered in 2003,

; e "Maserati” margue enjoys improving bran

\ \7 S The "M ti” ' j ing brand
,/ms e awareness in Hong Kong and the mainland and
unit deliveries increased 29% over FY2001. The

exciting new “Maserati” models infroduced in 2002
are popular with the new “Maserati” Spyder
beginning deliveries to customers in February and

the new Coupe model beginning deliveries in April
2002. The new Cambiocorsa version marks a radical
uplift in “Maserati” technology, incorporating a 4.2 litre engine with F1 type gear shift,

The “Maserati” showroom in Bejjing

The product line-up therefore, for both marques, is very strong and increased total unit sales are
forecast for FY2003. The entire market in Hong Kong for passenger vehicles fell 7.5% in 2002 over
2001 and given the recent budget infroducing significantly increased first registration taxes, will
undoubtedly fall further in 2003. However, the vehicle market in mainland China increased in 2002
by 61% over 2001 and is expected to register further significant increases in 2003, Management will
increasingly concentrate on developing busingss in that market, and any shortfall in unit sales
domestically in Hong Kong, will be taken-up in the mainland market in 2003,

In the year, a dedicated “"Maserati” showroom was opened in Beijing. The personnel employed in
the whole vehicle business modestly increased with emphasis in the parts, service and bodyshop
facilities, where demand is increasing as the road population of “Ferrari” and "Maserati” grows in
Hong Kong and the mainland.

The mainland market represents a great opportunity for this business and plans for 2003 are well
developed to further establish sales and service activities in key strategic cities including Beijing.
Shanghai, Guangzhou, Shenzhen and Dalian, Exciting corporate plans are being progressed to
develop the mainland market, which will be announced later in the year.

We look to the mainland China market to provide rapid and substantial increased business
volumes for the coming years. It is expected that within a short time horizon, given the substantial
mainland market and growing consumer affluence, allied to the easing of import resfraints and
lowered tariffs which will apply to the China market under WTO rules (at a time when Hong Kong is
doing the exact opposite), the mainland market is expected to quickly overtake Hong Kong.

@ WO KEE HONG (HOLDINGS) LIMITED 16
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The Singapore and Malaysian markeis

The Group has had, for many years, marketing and distribution businesses based in Singapore and
Kuala Lumpur, for the Malaysian market. These have now been right-sized fo ensure recurrent
profitability. In 2002 the Singapore operations consisted of "MHI” air-conditioning products and the
distribution of car audio products (principally “Alpine” brand) and home audio products
(principally “Marantz”, "Rogers” brands). With the business being more focused on its markets and
given success in securing additional OEM business for car audio products, and also achieving
steady sales growth in the home audio market in difficult market conditions, it is pleasing to record
the successful return to sales growth and profits achieved by Singapore. Total sales grew 34.2% to
HKS54.1 million (2001: HKS40.3 million) and a satisfactory profit was earned compared with a
substantial loss in 2001,

In Malaysia, the operation was right-sized at the beginning of the vear, and the office was
relocated to Petaling Jaya, outside of Kuala Lumpur, to trim costs. The Malaysian economy
recorded growth in 2002, and whilst the business was restricted to car audio products ("Apline”
brand) and home audio visual products ("Maranfz” and “Rogers” brands), it benefited and
prospered by market and product concentration. Sales in 2002 grew 15.3% over 2001 and the
business recorded a good profit compared to a substantial loss in 2001.

Both operations in Singapore and Malaysia are forecast 1o increase business in 2003.

Joint-venture manufacturing business
@Jin Ling Electrical Company Limited - “JLE™)

[ JLE is a joint-venture between Jiangmen Washing
Machine Factory and the Group, with each
party owning a 50% interest. The business is
engaged in designing and manufacturing
washing machines mainly under the “Jinling”
brand for sale in the PRC but also as an Original
Equipment Manufacturer ("OEM”) presently for

customers in Africa, Latin America and South
East Asia.

The “JLE Factory” in Jiongmen The business had a reasonably good sales year

with turnover up by 15.3% over 2001, to reach

&

RMB 484.1 million and particularly noteworthy was that export sales were up by almost 30% over
the previous year. The level of exports has now increased to 33.6% of total sales. Whiist gross profit
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margins were 11.4% up on last year’s level, the business recorded a significant foss. This was
because the accounting policies have changed in the PRC with regard to provisioning levels
mandated for amortization, depreciation and provisions in respect of intangible assets, fixed assets
and accounts receivable. The total largely one-time provisions reguired to bring the net assets in
line with the new PRC accounting rules, increased these charges to the profit and loss account
with an exceptional and largely one time non-current charge of approximately RMB 46.2 million.
This joint-venture investment is freafted as an associated company and neither sales nor profits are
consolidated into the Group’s accounts, but profits or losses are brought to account on an equity
accounting basis. Therefore, in the year, -because of the changes in accounting policy, these
exceptional costs incurred meant that a significant loss was recorded by the business and the
Group’s share of results of associates showed a loss of HK$11.6 million (2001: o loss of HK$4.0
million).

Personnal

At the year end 2002, the total number of employees of the Group, excluding associates, was 361 (the
comparable number last year was 338 people). Following the painful measures taken last year including
closure, disposal or consolidation of certain business unifs; implementation of a 55 years of age
refirement scheme; and reduction in remuneration packages; the Group is now operating competitively
and the results are evident.

The Group knows the importance of its employees and despite the measures taken last year and in
earlier years, has been fortunate to retain a core staff of loyal, experienced and dedicated people.
Productivity and moraie are being enhanced steadily with continuous organisational improvements.
The management team has remained stable and committed throughout the year.

Prospecls

Given the tough market environment, for reasons explained for each business and market in which the
Group is involved, it was redlly pleasing to see that a significant improvement in operating results was
recorded in 2002 compared with substantial losses in 2001 and earlier years. The year also saw
completion of many plans of management to deat finally with remaining issues of restructuring and it is
not expected to have significant continuing exceptional non-recurrent items in future years. However, in
2002 such items yielded an overall surplus, such that a profit atftributable to shareholders was recorded.
As explained, the balance sheet issues have now been addressed, such that the business goes forward
info 2003 in a significantly healthier financial state. In that regard. it is also pleasing to note that the
auditors’ report is clean and the reference in the past two years, to the “fundamental uncertainty
relating to the going concern basis”, has been dropped, and this is of critical importance to the bankers
and suppliers who support the business.

WO KEE HONG (HOLDINGS) LIMITED 18
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2002 marked @ furning point for the Group. Looking at 2003, the prospects for each business in which
the Group is involved, appear somewhat brighter, but there are clearly uncertainties on both the global
economic and the geo-political fronts, which may affect our markets and their economies in different
ways and which makes prediction as to overall sales and profit performance difficult. The Group has a
long history and an established name and reputation in its markets which it cherishes. [t is a market
leader in marketing and distribution of consumer products in Hong Kong, Macau, mainiand China and
certain cther markets in South East Asia. The actions management has taken on costs and financing
with the rationalisation measures and sfrategic positioning in each business, should facilitate and
stimulate future profitable growth, The Group in 2003 can ook more positively at opportunities from a
greatly strengthened financial position.

Barry John BUTTIFANT
Adviser to the Board

Hong Kong, March 27, 2003
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Execulive Directors

Wing Sum LEE, aged 76, is the Founder and the Honorary Chairman of the Company. He has 58 years’
experience in the distribution of consumer products. He has been involved in the marketing and
strategic planning of the Group since its inception. He is a Director of the Radio Association of Hong
Kong, and an Honorary Chairman of the Hong Kong and Kowloon Electrical Appliances Merchants
Association Limited.

Richard Man Fai LEE, BSB, MBA, aged 46, the Executive Chairman and Chief Executive Officer of the
Company, is the son of Mr. Wing Sum LEE and Ms. Kam Har YUE. He has 23 years’ experience in
marketing consumer products. He has a bachelor’'s degree and a master’s degree in business
administration from the University of Minnesota. He was also elected and had served for two
consecutive terms as the Chairman of the Radio Association of Hong Kong. the frade association of
audio visual business in Hong Kong. He has been with the Group for 19 years,

Sammy Chi Chung SUEN, MBA, aged 56, is a Director of Appliances Business Group of Wo Kee Hong
Limited and Director of Technorient Limited. He has 31 years’ experience in general management, sales
and marketing of cars, electrical appliances and air-conditioning products. He has been with the
Group for about 7 years.

Jeff Man Bun LEE, BSc, MSc, University of Michigan, MSc, Stanford University, aged 44, is a Director of the
Company and was appointed in January 2002. He is the son of Mr. Wing Sum LEE and Ms. Kam Har YUE
and the younger brother of Mr, Richard Man Fci LEE. He is responsible for the strategic planning and the
development of new projects of the Group. Prior to joining the Group, he was a System Software
Specialist of Research and Development Department of the Apple Computer International Limited for 5
years. He had been acftively involved in the Group’s business from 1991 to 1997 prior to his current
appointment.

Independent Non-execullve Directors

Boon Seng TAN, M.A., Cambridge University, aged 47, has been a Non-executive Director of the
Company since April 1999, Mr. TAN is the Chairman and Managing Director of Lee Hing Development
Limited. He is also the Executive Director of IGB Corporation Berhad, a listed company in Malaysia and is
Director of South China Holdings Limited, South China Brokerage Company Limited, South China
Industries Limited and Star Cruises Limited, all listed on The Stock Exchange of Hong Kong Limited. He
also holds Directorships in many other companies.

Raymond Cho Min LEE, Ed.M, Harvard University, aged 47, is the Chairman and Managing Director of HY
& HT Lee Bros. & Co., Ltd. He is also the Chairman of the U.S.-based East West Enterprises Co. Ltd. and
the Oasis Development Enterprises Group of Real Estate Development and investment companies. In
addition, he is the Founder and Director of the East West Institute of Infernational Studies at Gordon
College (USA) and over the years has served on the boards of various community and charitable
organisations. '
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Non-execulive Direclor

Kam Har YUE, aged 70, is the wife of Mr. Wing Sum LEE and was involved in the policy making of the
Group from 1962 to December 1989. She has been a Non-executive Director of the Company since
then. She has over 28 years’ experience in frading and distribution of consumer products.

Senior Managernent

Herbert ADAMCZYK, aged 62, is the Managing Director of Technorient Limited. He has 38 years’
experience in the aufomotive trade in Hong Kong. He has a motor engineering background and has
been with the Technorient Group, which is a subsidiary of our Group, for 20 years.

Barry John BUTTIFANT, aged 58, the Adviser to the Board of Directors of the Company. He has over 30
years’ experience in corporate and financial management. Has lived in Hong Kong for over 24 years
and prior to joining the Company, he was the Managing Director of IDT International Limited for over 8
years and earlier worked for Sime Darby Hong Kong Limited and Polly Peck Group for more than 11
years in the capacity of Finance Director and Managing Director during the period. He is also an
Independent Non-executive Director of Giordano International Limited, Daiwa Associate Holdings
Limited and China Merchants DiChain (Asia) Limited, Mr. BUTTIFANT is a fellow member of the
Association of Chartered Certified Accountants and the Hong Kong Society of Accountants. He is also a
fellow member of the Chartered Management Institute, the Hong Kong Management Association and
the Hong Kong Institute of Directors.

Philip Chun Wing CHAN, FCCA, AHKSA, aged 42, is the Group Finance Manager. He has 17 years’
financial and accounting experience in both trading and manufacturing sectors. He has been with the
Group for about 6 years.

Powell Kwok Chuen CHEUNG, MBA, aged 39, is the General Manager of the AV division of Wo Kee
Hong Limited and Hong Kong Wo Kee Advertising Company Limited. He is also the General Manager of
Mega Warehouse (Hong Kong) Limited. He has 14 years’ sales and marketing experience in both
industrial and consumer products. He has been with the Group for 11 years.

Kwang Liang CHIA, BSBA (Hons), aged 42, is a Director of Wo Kee Hong Distribution Pte Ltd; and an
Assistant General Manager of the companies in Singapore. Prior to joining the Group, he worked in
KPMG Peat Marwick as an Auditor for 5 years and a multi-national company for 3 years. He is also an
Officer in the Singapore Arm Forces. He has been with the Group for 9 years.

Siew Yit HOH, aged 37, a Director of Wo Kee Hong Community Services Limifed, is the wife of Mr.
Richard Man Fai LEE. She has 14 vears of experience in service industry and 11 years of experience in
community public relations. She has been with the Group for 11 years.

William Kun Kuan LAM, aged 44, is the Sales General Manager of Macau Wo Kee Hong Import & Export
Limited. He has 18 years’ experience in sales and promotion. He graduated from Japan Tokyo
International College. He has been with the Group for 10 years.

Jy
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Eddie Hung Wai LEUNG, aged 54, is the General Sales Manager of Car Electronics Sales Division of the
Group. He has 30 years” sales experience in electronic products. He has been with the Group for 30
years,

Ruby Wai Ying TANG, BBA, aged 38, is the Senior Manager of Human Resources and Administration
Department of the Group and the Senior Marketing Manager of Wo Kee Hong Limited. She has 15
yvears’ sales and marketing experience in both business-to-business and business-to-consumer environment
in Hong Kong and China markets. She has also been acftively involved in business development,
administration and operations. She graduated from the Hong Kong Baptist University with a bachelor of
business administration degree (major in office management) and is also @ member of the Hong Kong
Institute of Marketing. She has been with the Group for 11 years.

Chi Choi TONG, aged 80, is the Sales Manager of the Group. He has over 25 years’ sales and marketing
experience in the audio field and considerable marketing experience in PRC. He has been with the
Group for 30 years.

Johnson Ka Chiu WOO, aged 55, is the General Sales Manager of Appliance Business Group of Wo Kee
Hong Limited and a Director of Jin Ling Electrical Company Limited. He has worked in a multinational
air-conditioning engineering firm for years and has 33 years’ experience in the sales management of air-
conditioning products in multinational firms. He is now responsible for the development and promotion
in the China market. He has been with the Group for 4 years.

Steven Tung Lim YAU, aged 53, is the Director and General Manager of Appliance Business Group
(Commercial Systems) of Wo Kee Hong Limited. He has over 33 years’ experience in the marketing of
consumer electrical products and commercial air-conditioning products, He holds a diplema in
Marketing and International Business and a diploma in China Marketing by the faculty of business
administration, the Chinese University of Hong Kong and is also a member of the American Society of
Heating, Refrigerating and Air-conditioning Engineers, Inc. He has been with the Group for 33 years.

Tony Yu Cheung YAU, aged 50, is the General Sales Manager of Appliance Business Group of Wo Kee
Hong Limited. He has 25 years’ experience in business management, advertising planning, sales and
marketing. He has been with the Group for 10 years.

Alex Wai Leung YIP, aged 42, is the Director of Italian Motors (Sales & Service) Limited. He has 17 years’
sales and marketing experience in consumer products. He holds an honour diploma of Business
Management (major in marketing) from the Hong Kong Bapfist University, He has been with the Group
for 10 vears.
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The Directors are pleased 1o present to shareholders their annual report and audited financial
statements for the financial year ended December 31, 2002.

RPrincipal Aciivities
The Company acts as an investment holding company.

Ifs subsidiaries were principally engaged in the import, markefing and disfribution of air-conditioning and
refrigeration products; audio-visual equipment; car audio and electronic products; motor vehicles and
car accessories; and other elecfronic and electrical products. The activities and other particulars of the
principal subsidiaries are set out in Note 42 to the financial statements.

Segmental information
Details of segmental information are set ouf in Note 5 to the financial statements.
Group Resulls

The consolidated profit and loss account is set out on page 35 and further analysis is given in the
accompanying notes to the financial statements,

Dividends

The Directors do not recommend the payment of a final dividend (2001: nil) for the year ended
December 31, 2002. No inferim dividend was paid during the year (2001; nil).

Bonus (ssue of Shares

On March 27, 2003, the Directors announced that it proposed o make a bonus issue of ordinary shares on
the basis of one bonus share for every ten snares of HKS0.10 each held by the shareholders of the
Company whose names appear on the registers of members of the Company on May 6, 2003 subject fo
the conditions and arrangements set out in the circular despatched together with this annual report
("Bonus Share Issue™).

Closure of Regislers of Members

The regisfers of members will be closed from April 29 to May 6, 2003 both days inclusive, during which
period no fransfer wiil be registered. In order to qualify for the Bonus Share fssue, all fransfer of shares
accompanied by the relevant share certificates must be lodged with the Company’s branch share
registrars in Hong Kong, Standard Registrars Limited at G/F, Bank of East Asia Harbour View Centre, 56
Gloucester Road, Wanchci, Hong Kong by not Iater than 4:00 p.m. on Monday, April 28, 2003.

J
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Croup Financial Summaery

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set
out on page 6.

Share Capital end Share Optiens

Details of movements in the share capital of the Company during the year are set out in Note 26 to the
financial statements.

Information about the share options of the Company and details of movements in the share options of
the Company during the year are set out on pages 108 to 114 of this Annual Report and in Note 41 to
the financial statements.

Reserves

Details of movements in reserves of the Group and of the Company during the year are set out in the
statement of changes in equity on pages 38 to 39 of this Annual Report and other details are set out in
Note 27 to the financial statements.

Properiy, Plant and Eguipment

Details of movements in property, plant and equipment of the Group and of the Company during the
year are set out in Note 16 to the financial statements.

Donafions

During the year, the Group made charitable and other donations of HK$63,000 (2001: HK$82,000).

Borrowlngs

Details of the Group’s borrowings are set out in Note 29 to the financial statements. No interest was
capitalised by the Group during the year.

Majeor Customers and Suppliers

The Group's five largest suppliers accounted for 60.3% of the Group’s purchases during the year, 23.8%
being atftributable to the largest supplier.

The percentage of turnover attributable to the Group’s five largest customers is less then 30.0% during
the year.
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As far as the Directors are aware, no Director of the Company, their associates or any shareholder (who
to the knowledge of the Directors owns more than 5% of the Company’s share capital) has interest in
the Group's five largest suppliers.

Connecled Transaclions

Details of connected fransactions of the Company during the year are disclosed in “Directors’ Interests
in Contracts” in this Directors’ Report.

In 2002, the Group paid to Sumwell Property Management Limited, as the manager of Wo Kee Hong
Building, management fees of HK$3,338,625 in respect of its occupancy of various units at Wo Kee Hong
Building.

During the year under review, the transactions in the ordinary courses of business within the Group which
involved the companies in which Messrs. Wing Sum LEE and Jeff Man Bun LEE are directly or indirectly
interested are shown in Note 37 to the financial statements.

Directors

The Directors of the Company who held office during the year were:

Executive
Wing Sum LEE (Chairman)
Richard Man Fai LEE (Vice Chairman and Chief Executive Officer)

Sammy Chi Chung SUEN
Jeff Man Bun LEE
Barry John BUTTIFANT (Resigned on November 7, 2002)

Non-executive
Kam Har YUE
independent Non-executive

Boon Seng TAN
Raymond Cho Min LEE

In accordance with Bye-Law No. 99 of the New Bye-Laws of the Company, Messrs Sammy Chi Chung
SUEN and Boon Seng TAN will retire from office by rotation at the forthcoming Annual General Meeting
and, being eligible, offer themselves for re-election.

The Independent Non-executive Directors are subject to retirement by rotation in accordance with the
Company’s New Bye-Laws.
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Directors’ Serviee Contracts

Mr. Barry John BUTTIFANT has entered info a Director’s service contract with the Company for a fixed
term of 3 years commencing on April 23, 2001. On November 7, 2002, Mr. Barry John BUTTIFANT resigned
as Director of the Company and was appointed as an Adviser to the Board of Directors,

Save as disclosed above, none of the Directors who is proposed for re-election at the forthcoming
Annual General Meeting has an unexpired service contract with the Company which is not
determinable by the Company within one year without payment of compensation, other than statutory
compensation.

Direchors’ Inferests in Securiiies

At December 31, 2002, the beneficial inferests of the Directors of the Company and their associates in
the share capital of the Company and its associated corporations (within the meaning of the Securities
(Disclosure of Interests) Ordinance (the “SDI Ordinance™)) as recorded in the register kept under Secftion
29 of the SD! Ordinance were as follows:

(e) inferestin the Compony

Number of ordinary shares of HK$0.18 each

Persenal Family Corporate Total

Directors interests interests interests interesis

Mr. Wing Sum LEE 339,150,207 - 70,407,733 409,557,940
(Note 1)

Mr. Richard Man Fai LEE 11,735,800 2,356,200 - 14,092,000

Mr. Sammy Chi Chung SUEN 165,000 - - 165,000

Ms. Kam Har YUE 11,697,191 - - 11,697,191

Mr. Jeff Man Bun LEE 1,650,000 - 5,064,962 6,704,962
(Note 2)

Note 1. These shares were owned by Unit Cosmo International Limited, a company the entire issued share
capital of which was owned by Mr. Wing Sum LEE.

Nofe 2: These shares are owned by Fisherman Enterprises Inc.. a company the entire issued share capital of
which is owned by Mr. Jeff Man Bun LEE. ‘
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(b) Interestin associated corporation

Directors

Mr. Wing Sum LEE

Ms. Kam Har YUE

Associated
Corporations in which
shares or equity interest
are held or interested

Stoneycroft Estates Limited

Wo Kee Hong Limited

Wo Kee Services Limited

Wo Kee Hong Professional
Air Conditioning Pte Ltd.

Jin Ling Electrical Company
Limited

WK Information Network
Limited

REXNERERRA
(Dongguan Bodysonic Electric
Co., Ltd)

Technorient Limited

Wo Kee Hong Limited

Shinwa Engineering Company, Limited

Forward International
Corporation, Limited
Stoneycroft Estates Limited

Number of

shares or amount
of equity interest
held or interested

15,750,000
8,500

]

4,676,000

(Nofe 3)
RMB131,750,000
{(Note 3)

70

(Notfe 3)

HK$2,125,000
(Note 3)
225015
(Note 3)

400
3,850,000
34,335

340,000

Directors’ Report

P
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)

Class and/or
description of shares

non-voting deferred shares
non-voting deferred shares
non-voting deferred share

ordinary shares

N/A

ordinary shares

N/A

ordinary shares

non-voting deferred shares
non-voting deferred shares

non-voting deferred shares

non-voting deferred shares

Notfe 3: Mr. Wing Sum LEE was deemed 1o be inferested in the shares or equity interest as a result of his interest
in the Company. Apart from these shares or equity interest, all other shares of the associated

corporations held by the Directors as stated herein are personal interests.

Other than as disclosed above, none of the Directors and chief executives, or their associates, had

any interests in the share capital of the Company or any of its associated corporations as defined

in the SDI Ordinance,
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(c) Rights o acquire shares of the Company

Other than as disclosed in the section headed “Share Option Information” of this Annual Report,
none of the Directors and chief executives, or their spouses or children under the age of 18, had
any right to subscribe for the securities of the Company, or had exercised any such right during the
year.

Directors’ Interesls In Confracts

(a) Stoneycroft Estates Limited and Ever Rising Ihvesfmenfs Limited, both are wholly-owned subsidiaries
of the Company, (altogether, "Owners”) entered into a deed of mutual covenant and
management agreement with Sumwell Property Management Limited ("SPML"), a company
owned by Mr. Wing Sum LEE and Ms. Kam Har YUE. Pursuant to the agreement, Owners appointed
SPML to be the manager for a term of 2 years from December 29, 1998 (renewable automatically
thereafter) to undertake the management, operation, servicing, maintenance, repair, renovation
and replacement of Wo Kee Hong Building. The agreement can be terminated by either the
committee of the Owners or SPML by giving 3 months” prior notice. The total management fee
paid by the Owners to SPML in 2002 was HKS417,000.

(b) Owners entered into service agreement with SPML in 2001. Pursuant to the service agreement
signed in 2001, Owners appointed SPML to be the service company for a term of 1 year from April
1, 2001 for providing administrative and advisory services on the tenancy of Wo Kee Hong Building.
The services agreement was renewed on April 22, 2002 for 1 year from April 1, 2002. The total
amount of service fee paid to SPML in 2002 was HK$18,000.

(¢) Wo Kee Hong Electronics Sdn Bhd ("WKH Electronics”), an wholly-owned subsidiary of the
Company, entered into a tenancy agreement with Classic Lane (M) Sdn, Bhd ("Classic Lane” -
receivers and managers have been appointed since October 19, 2000), a company in which Mr.
Wing Sum LEE has beneficial interests. Pursuant to the tenancy agreement, Classic Lane granted to
WKH Electronics a tenancy in respect of 8th Floor, Menara Genesis, No. 33, Jalan Sultan Ismaii,
50250 Kuala Lumpur, Malaysia, at a monthly rent of Ringgit Malaysia 5,250 and monthly facility
charge of Ringgit Malaysia 3,500. The tfenancy agreement was for a term of 3 years commencing
from September 1, 1999 to August 31, 2002. The total amount of rent plus facility charge paid to
Classic Lane in respect of this agreement in 2002 was Ringgit Malaysia 70,000.
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(d) On April 24, 2002, a loan agreement was entered into between Wo Kee Hong Finance Limited
("WKH Finance”) and Mr. Herbert ADAMCZYK, a Director and a substantial shareholder of
Technorient Limited. Pursuant to the loan agreement, WKH Finance agreed to advance the sum of
HKS$2,082,468 to Mr. Herbert ADAMCZYK at the Best Lending Rate. The loan and interests are
repayable within 90 days from the issuance of demand to Mr, Herbert ADAMCZYK.

(e) During the year under review, a sales confract was entfered into between ltalian Motors (Sales &
Service) Limited ("IMSS") as seller and Fisherman Enterprises Inc. ("Fisherman”) as buyer whereby
IMSS sold a used Ferrari motor car at a consideration of HK$950,000. IMSS, a subsidiary of the
Company, is engaged in frading of cars and related accessories. The entire share capital of
Fisherman is owned by Mr. Jeff Man Bun LEE, a Director of the Company.

® On November 7, 2002, the Company, as borrower, enfered into a loan agreement with Mr. Wing
Sum LEE, whereby Mr. Wing Sum LEE agreed to make available to the Company a term loan
facility of up fo HK$15,000,000 ("Loan”) for its general working capital. The Loan is unsecured, bears
interest at 10% per annum and is repayable in three franches on or before July 31, 2003, August 31,
2003 and September 30, 2003 respectively. Full amount of the Loan was drawn down by the
Company before January 15, 2003,

Apart from the foregoing. there were no other contracts of significance in relation to the Group's
business, to which the Company or any of its subsidiaries was a party and in which a Director had.,
whether directly or indirectly, a material interest subsisting at the end of the year or at any time during
the year ended December 31, 2002.

Directors’ Interests in Compeling Business
None of the Directors of the Company (other than Independent Non-executive Directors) is interested in

any business apart from the Company’s business, which competes or is likely to compete, either directly
or indirectly, with the Company’s business.

3
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Rights lssue and Bonus [ssues
(¢) Capital Reorganisation approved on March 15, 2002

Pursuant to resolutions passed on the special general meeting ("SGM”) held on March 15, 2002, a
capital reorganisation ("Reorganisation 1), which involves capital reduction, share subdivision and
share consclidation and the rights issue with bonus issue on the basis of three bonus shares for
every rights share taken up payable in full on acceptance, was approved.

On April 11, 2002, pursuant to the rights issue with the bonus issue, the Company issued 140,887,117
and 422,661,351 new shares of HKS0.01 each respectively.

Capiial Reorganisation approved on Sepitember 18, 2002

Pursuant to resolutions passed on the SGM held on September 18, 2002, another capital
reorganisation ("Reorganisation 1), which involves the reduction of the share premium account,
the cancellation of the accumulated losses, the share consolidation and the bonus issue to
shareholders on the basis of ten bonus shares for every one consolidated share, was approved.

On September 24, 2002, the Company issued 704,435,580 new shares of HKS0.10 each pursuant to
the bonus issue.

Use of Proceeds of ihe Rights lssue

During the year under review, the Company issued Rights Shares at HKS0.35 each in the proportion of
one Rights Shares for every share held on March 15, 2002 with three Bonus Shares for every fully-paid
Rights Shares ("Rights Issue”).

Net proceeds of the Rights Issue, net of expenses, were approximately HKS$46.8 million. The Directors
applied such proceeds in line with the proposed application as set out in the prospectus dated March
15, 2002 in respect of the Rights Issue:

o approximately HKS$15 million was used to repay the amounts due to a subsidiary of the Company;

. approximately HK$20 million was used to repay the bank loans;
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. approximately HKS10 million was expended to develop the Group's franchise and distribution
businesses, specifically in the motor car business and air-conditioning marketing franchises; and

. the remaining approximately HKS$1.8 million was used as additional working capital of the Group.
Convertible Securities, Oplions, Warranis or Similar Righfs

Other than the share option scheme of the Company set out in Note 41 o the financial statements, the
Company had no outstanding convertible securities, options, warrants or similar rights at December 31,
2002. Other than the issue and exercise of share options pursuant to the share option schemes of the
Company as explained in the “Share Option information” section, there was no issue or exercise of any
convertible securities, options, warrants or similar rights of the Company during the year.

Substantial Shareholders

At December 31, 2002, there were no parties (except Mr, Wing Sum LEE whose inferests are disclosed
above), as recorded in the register maintained by the Company pursuant to the Securities (Disclosure of
Interests) Ordinance, holding 10% or more of the interests in the share capital of the Company.

Compliance wilth Code of Best Practice

In the opinion of the Directors, the Company has complied with the Code of Best Practice as sef out in
Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited throughout the year ended December 31, 2002 except that Non-executive Directors of the
Company are not appointed for a specific term but are subject to retirement by rotafion and re-
election at the Company’s annual general meeting in accordance with Bye-Law No.99 of the New Bye-
Laws of the Company.

The Company set up an Audit Committee comprising Mr. Raymond Cho Min LEE (Chairman) and Mr.
Boon Seng TAN, Independent Non-executive Directors of the Company. In establishing the terms of
reference for this Committee, the Directors have had regard to the "Guide for Effective Audit
Committees” issued by the Hong Kong Society of Accountants in February 2002,
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Purchase, Sale or Redempiion of Securities

The Company and ifs subsidiaries have not repurchased., sold or redeemed any of the Company’s
securities during the year.

Pre<emplive Righls

There are no provisions for pre-emptive rights under the Company’s Bye-laws or the laws in Bermuda
although there are no restrictions against such rights under the laws in Bermuda.

Audilors
The financial statements for the year were audited by Messrs. Deloitte Touche Tohmatsu who will retire

at the forthcoming Annual General Meeting and being eligible, offer themselves for re-appointment.

On behalf of the Board of Directors

Richard Man Fai LEE
Executive Chairman & CEO

Hong Kong, March 27, 2003
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Certified Public Accountants BBOEBTHEED ISR
26/F, Wing On Centre KEZ D618

111 Connaught Road Central

Hong Kong

Deloitte
Touche
Tohmatsu

To the Shareholders of Wo Kee Hong (Holdings) Limited
(incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 35 o 105 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

Respeclive responsibilities of Direclors and audifors

The Company’s Directors are responsible for the preparation of financial statements which give a true
and fair view. In preparing financial statements which give a frue and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those statements and o
report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong
Kong Society of Accountants. An audit includes examination, on a test basis, of evidence relevant fo
the amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the Directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the circumstances of the Company and of the
Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements, We
pbelieve that our audit provides a reasonable basis for our opinion.,

3
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Oplinion

In our opinion the financial statements give a true and fair view of the state of affairs of the Company
and of the Group as at December 31, 2002 and of the profit and cash flows of the Group for the year
then ended and have been properly prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Deloitle Touche Tohmatsu
Certified Public Accountants
March 27, 2003, Hong Kong
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For the year ended December 31, 2002

2002 2001
Notes HK$'000 HK$000
Turnover 485 572,393 565,845
Cost of sales (432,458) (425,712)
Gross profit 139,935 140,133
Other operating revenue 6 14,497 14,737
Distribution costs (60,569) (49.527)
Investment income 7 388 149
Administrative expenses {97,182) (140,175)
Deficit on revcluation of investment properties (130) (11.189)
Impairment loss recognised in respect of
intangible assets - {20,008)
Write-down of properties held for sale fo net
realisable value (6,000) (10,600)
Loss from operations 8 (9,061) (76,480)
Finance costs Q (10,481) (16,923)
Impairment loss recognised in respect of goodwill - (3.459)
Net gain on disposal or liquidation of subsidiaries 10 27,719 2,569
Gain on disposal of an associate 10,892 -
Share of resulfs of associates (11,550) (4,005)
Profit (loss) before taxation 7,519 (98,298)
Taxation 13 (1,522) (1,689)
Profit (ioss) after faxation 5,997 (99.987)
Minority interests 12 479
Profit (loss) attributable to shareholders 6,009 (99.508)
Earnings (loss) per share - Basic 14 0.99 cents (60.20 cents)

The accompanying notes on pages 42 to 105 form an integral part of these financial statements.
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Non-current assels
Investment properties
Property, plant and equipment
Investments in subsidiaries
Interests in associates
Investment securities

Current assets
Inventories

Annual Report

Notes

20

Properties held for sale, at net reclisable value

Trade and other receivables
Finance lease receivable
Amounts due from subsidiaries
Amounts due from associates
Amounts due from related parties
Taxation recoverable

Other investments

Bank balances and cash

Current liabiiities
Trade and other payables
Bills payable
Amounts due to subsidiaries
Amounts due to related companies
Taxation payable
Obligations under finance leases
- due within one year
Borrowings - due within one year

Net current assets (liabilities)

@ WO KEE HONG (HOLDINGS) LIMITED
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23

24

25

28
29

The Group The Company
2002 2001 2002 2001
HK$'000 HKS$°000 HK$'000 HK$ 000
131,793 131,923 - -
186,360 188,749 1,451 2,039
- - 293,504 293,504
115,533 190,076 - -
702 1,447 - -
434,388 512,195 294,955 295,643
96,440 85,869 - -
88,462 94,462 - -
59,293 59,268 3,800 1,572
- 355 - -
- - 72,536 50,320
319 924 - 48
2,330 2,097 - 1,159
1,282 - - -
73 184 36 36
14,382 13,500 109 94
262,581 256,659 76,481 53,229
75,332 103,039 6,781 3,935
42,673 32,114 - -
- - 7,638 59,110
2,840 2,775 119 79
- 706 - -
92 132 10 24
74,296 242,676 12,000 -
195,233 381,442 26,548 63,148
67,348 (124,783) 49,933 Q.91
501,736 387,412 344,888 285,624
36
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At December 31, 2002

Notes 2002 2001 2002 2001
HK$°000 HK$ 000 HK$°000 HKS$ 000
Capital and reserves
Share capital 26 77,488 140,887 77,488 140,887
Reserves 27 267,880 152,967 267,400 144,727
345,368 203,854 344,888 285,614
Minority interests 579 501 - -
Non-current liabiiities
Obligations under finance leases
- due affer one year 28 300 417 - 10
Borrowings - due after one year 29 153,950 86,515 - -
Loans advanced from minority shareholders 30 1,522 1,622 - -
Other loan 37 - 4,500 - -
Deferred taxation 32 17 13 - -
155,789 92,967 - 10
501,736 387,412 344,888 285,624

The accompanying notes on pages 42 to 105 form an integral part of these financial statements.

The finaoncial statements on pages 35 1o 105 were approved and authorised for issue by the board of Directors on
March 27, 2003 and cre signed on ifs behalf by:

Richard Man Fai LEE Sammy Chi Chung SUEN
DIRECTOR DIRECTOR
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For the year ended December 31, 2002
Capital
Share Share  redemplion  Exchange
capital premium reserve reserve
HKS'000 HKS'000 HKS'000 HKS'000

The Group
At Januory 1, 2001 140507 726993 (6.082)
Issue of shares upon private plocing 50 - -
Canceliation upon repurchose of own shares (120) - -
Avising upon rapurchase of own shares - - -
Exchange difference arising on

franglafion of financial statements

of overseas operations not recognised

Capital Other
reserve reserve
HKS 000 HKS000

(note 27)

1434

Retained profit
(accumulated
losses)
HKS'G00

384,831
0
(10
10

in profit and loss account - - - 8,591 - - - 8,391
Realised on disposal of subsiciaries - - - (1) - - - @1
Prernium on repurchase of own shares - - - - - - (109 (109)
Loss affributable fo sharsholders - - - - - - (99.508) (99,508)
At December 31, 2001 and Jonuary 1, 2002 140,887 725993 916 2058 1434 - {577.434) 203,854
Capitat reorganisation on March 15, 2002 (130.478) (343.542) - - - - 483,020 -
Rights issue of shares on Apri 11, 2002 1409 47902 - - - - 230
Bonus issue of shares on Aprl 11, 2002 420 {4.226) - - - - -
Capital reorganisation on September 18, 2002 - (@s127) - - - 31,713 04414 -
Bonus issue of shares on September 24, 2002 70444 - - - - (70448)

Fxchange dfference crising on fronslafion

of financiol statements of overseas operations

not recognised In profit andloss account - - - (1,340) - {1,340
Realised on liquidation of subsidiaries - - - (1.032) {1.434) (2.466)
Profit offributable to shargholdsrs - - - - - 6,009 6,009
At December 31, 2002 77,488 - 916 (314) - 261,209 6,00 345,368
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For the year ended December 31, 2002
included in the above is the Group’s share of post-acquisition accumulated losses of associates, as

follows:
HK$'000
At January 1, 2001 (6,880)
Reclassification upon acquisition of subsidiaries 18,300
Loss affributable to shareholders (4.315)
At December 31, 2001 and January 1, 2002 7,105
Loss atfributable to shareholders (12,501
At December 31, 2002 (6,396)
Capital
Share Share  redemption  Contributed Accumulated

capital premium reserve surplus losses Total

HKS'000 HK$'000 HK$'000 HK$'000 HKS"000 HKS'000
The Company
At January 1, 2001 140,507 725,993 79 210,255 (703,475) 374,076
Issue of shares upon private placing 500 - - - - 500
Cancellation upon repurchase of own shares (120) - - - - (120
Arising upon repurchase of own shares - - 120 - - 120
Premium on repurchase of own shares - - - - (109} (109)
Loss atfributable to shareholders - - - - (88,853) {88,853)
At December 31, 2001 and January 1, 2002 140,887 725,993 916 210,255 (792.437) 285,614
Capifal reorganisation on March 15, 2002 (139,478) (343,542) - - 433,020 -
Rights issue of shares on April 11, 2002 1.409 47,902 - - - 49,311
Bonus issue of shares on April 11, 2002 4,226 (4,226) - - - -
Capital reorganisation on September 18, 2002 - (426,127) - 331,713 94,414 -
Bonus issue of shares on September 24, 2002 70,444 - - (70,444) - -
Profit atfributable to shareholders - - - - 9,943 9.963
At December 31, 2002 77,488 - 916 471,524 (205,040} 344,888
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2002 2001
HK$°000 HKS$000
Operating activities
Profit (loss) before taxation 7,519 (98,298)
Adjustments for;
Share of resulfs of associates 11,550 4,005
Dividend income from listed equity securities - m
Dividend income from unlisted equity shares {267) -
Finance lease inferest income (20) 49)
Interest income {(i121) (148)
Interest expenses 10,079 16,518
Finance lease charges 24 47
Amortisation of infangible assets - 1,539
Deficit on revaluation of investment properties 130 11,189
Depreciation 8,623 15,019
Write-down of properties held for sale to net redlisable vaiue 6,000 10,600
Unrealised holding loss of other investments 111 -
Gain on disposal of an associate (10,892) -
Net gain on disposal or liquidation of subsidiaries (27,719) (2.569)
(Gain) loss on disposal of property, plant and equipment (432) 7,852
Impairment loss recognised in respect of goodwill - 3,459
Impairment loss recognised in respect of intangible assets - 20,008
Impairment loss recognised in respect of investment securities - 338
Operating cash flows before movements in working capital 4,585 (10,491)
(Increase) decrease in invenfories (10,619) 8,081
(Increase) decrease in trade and other receivables (7,083) 11,137
Decrease (increase) in amounts due from associates 605 157)
(Increase) decrease in amounts due from related parties (233) 1,839
Decrease in frade and other payables (8.439) (8.792)
Increase (decrease) in bills payable 11,297 (13,541)
Increase in amounts due to associates - 706
Increase in amounts due to related companies 65 454
Cash used in operations (9.822) (10,764)
Hong Keng Profits Tax paid (2,324) (1,040)
Overseas fax paid (70) (131)
(2,394) a7h
Net cash used in operating activities (12,216) (11,935)
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For the year ended December 31, 2002

Notes 2002 2001
HK$’000 HK$'000
investing activities
Purchase of property, plant and equipment (6.645) (3,954)
Proceeds from disposal of property, plant and eguipment 875 32,979
Repayment from lessee under finance leases 355 335
Dividend received from listed equity securities - 1
Dividend received from unlisted equity shares 267 -
Proceeds from disposal of subsidiaries
(net of cash and cash eguivalents disposed of) 33 160 (,167)
Interest received 79 140
Finance lease interest received 20 49
Purchase of subsidiaries (net of cash and cash
equivalents acquired) 34 - 2,305
Purchase of additional interest in subsidiaries - (76)
Purchase of listed equity securities - (148
Repayment from a shareholder of an associate - 1,000
Repayment of advances by associates - 7,581
Net cash (used in) generated from investing activities (4,889) 39,045
Financing activities
Proceeds from issue of shares 49,311 500
New loans advanced from Directors 17,026 9,000
New bank loans 6,630 88,763
Repayment of loans advanced from Directors (16,233) (10,278)
Repayment of bank loans (6,363) (134,223)
Repayment of other loan {4,500) -
Repayment of loan advanced from related companies (5,845) )
Interest paid (4,307) (9,764)
Repayment of obligations under finance leases (102) (253)
Finance lease charges paid (24) (33)
Repayment of loan advanced from a supplier - (706)
New loan advanced from a minority shareholder - 747
New loans advanced from related companies - 11,166
Repurchase of own shares - (109
Net cash generated from (used in) financing activities 35,593 (45,194)
Net increase (decrease) in cash and cash equivalents 18,488 (18,084)
Cash and cash equivalents at January 1 (16,693) 1,041
Effect of foreign currency exchange rate changes (185) 350
Cash and cash equivalents at December 31 1,610 (16,693)
Analysis of the balances of cash and cash equivalents
Being:
Bank balances and cash 14,382 13,500
Bank overdrafts (12,772) (30,193)
1,610 (16,693)

The accompanying notes on pages 42 fo 105 form an infegral part of these financial statfements.
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1. General information

The Company is a public limited company incorporated in Bermuda and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Group Is engaged in the import, marketing and distribution of air-conditioning products, audio-
visual and electrical products and cars and car accessories.

2. Adoplion of siatements of standard accounting practice

In the current year, the Group has adopted, for the first time, a number of new and revised
Statements of Standard Accounting Practice ("SSAP”s) issued by the Hong Kong Society of
Accountants, which has resulted in the adoption of the following new and revised accounting
policies. The adoption of these new and revised SSAPs has resulted in a change in the format of
presentation of the cash flow statement and the statement of changes in equity. However, it has
had no material effect on the results for the current or prior accounting periods. Accordingly, no
prior period acdjustment has been reqguired.

Foreign currencies

The revisions to SSAP 11 Foreign Currency Translation have eliminated the choice of franslating the
profit and loss account of overseas subsidiaries at the closing rate for the period. They are now
required to be translated at an average rate. This change in accounting policy has not had any
material effect on the resulfs for the current or prior accounting periods.

Cash flow statements

In the current year, the Group has adopted SSAP 15 (Revised) "Cash flow statements”. Under SSAP
15 (Revised), cash flows are classified under three headings - operating, investing and financing,
rather than the previous five headings. Interest and dividends, which were previously presented
under a separate headings, are classified as investing/financing cash flows. Cash flows arising from
faxes on income are classified as operating activities, unless they can be separately identified with
investing or financing activities.
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For the year ended December 31, 2002
2. Adoption of statements of standard accounting practice (confinued)

Employee benefits

in the current year, the Group has adopted SSAP 34 Employee Benefits, which infroduces
measurement rutes for employee benefits, including retirement benefit plans. Because the Group’s
participates only in defined contribution retirement benefit schemes, the adoption of SSAP 34 has
not had any material impact on the financial statements.

3. Significant accounting policies
The financial statements have been prepared under the historical cost convention, as modified for

the revaluation of certain properties and investment in securities, and in accordance with
accounting principles generally accepted in Hong Kong. The principal accounting policies

adopted are set out as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
its subsidiaries made up to December 31 each year.

The results of subsidiaries ccquired or disposed of during the year are included in the consolidated
profit and loss account from the effective date of acquisition or up to the effective dotfe of
disposal, as appropriate.

investments in subsidiaries

Invastments in subsidiaries are included in the Company’s balance sheet at cost less any identified
impairment 1oss.

Interests in associates
The resuits and assefs and liabilities of associafes are incorporated in these financial statements

using the equity method of accounting. The carrying amount of such investments is reduced to
recognise any identified impairment loss in the value of individual investments,

S
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3.

Significant accounting policies (confinued)

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s
interest in the fair value of the idenfifiable assefs and liabilities of a subsidiary or an associate at the
date of acquisition. Goodwill arising on acquisition prior fo January 1, 2001 continues fo be held in
reserves, and will be charged to the profit and loss account at the fime of disposal of the relevant
subsidiary or associate or at such fime as the goodwill is determined tc be impaired.

Goodwilll arising on acquisitions after January 1, 2001 is capitalised and amortised on a straight-line
basis over its estimated useful economic life, Goodwill arising on the acquisition of an associate is
included within the carrying amount of the associate, Goodwill arising on fhe acquisition of
subsidiaries is presented separately in the balance sheet.

Revenue recognition

Sales of goods are recognised when goods are delivered and title has passed.

Maintenance service income is recognised when services are rendered.

Interest income is accrued on a fime basis, by reference to the principal outstanding and at the
interest rate applicable.

Rental income under operating leases is recognised on a straight-line basis over the terms of the
relevant leases.

Commission income is recognised when the relevant services are rendered.

Finance lease inferest income is allocated fo accounting periods so as to reflect a constant
periodic rate of return on the Group’s net investment outstanding in respect of the leases.

Dividend income from investrnents is recognised when the shareholders’ rights to receive payment
have been estaplished.
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Significant accounting policies (continued)

Leasing

Leases are classified as finance leases whenever the ferms of the lease transfer substantially all the
risks and rewards of ownership fo the lessee. All other leases are classified as operating leases.

The Group as lessor

Amounts due from lessees under finance leases are recorded as receivables at the amount of the
Group’s net investment in the leases. Finance lease income is allocated to accounting periods so
as to reflect a constant periodic rate of refurn on the Group’s net investment outstanding in
respect of the leases.

Rental income from operating leases is recognised on a straight-line basis over the terms of the
relevant leases.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their fair value at the
date of acquisition. The corresponding liability to the lessor is included in the balance sheet as a
finance lease obligation. Finance costs are charged to the profit and loss account over the terms
of the relevant leases so as to produce a constant periodic rate of charge on the remaining
balance of the obligations for each accounting period.

Rentals payable under operating leases are charged fo the profit and loss account on a straight-
line basis over the terms of the relevant leases.

Foreign currencies

Transactions in currencies other than Hong Kong doillars are initially recorded at the rates of
exchange prevailing on the dates of the fransactions. Monetary assets and liabilities denominated
in such currencies are retransiated at the rates prevailing on the balance sheet date. Profits and
losses arising on exchange are included in the profit and loss account,
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Significant aecounting policies (continued)
Foreign currencies (continued)

On consolidation, the assetfs and liabilities of the Group’s overseas operations are fransiated at
exchange rates prevailing on the balance sheet date. Income and expense items are fransiated
at the average exchange rates for the pericd. Exchange differences arising, if any, are classified
as equity and fransferred to the Group’s exchange reserve. Such franslation differences are
recognised as income or expenses in the period in which the operation is disposed of,

Retirement benefit costs
Payments to defined contribution retirement schemes are charged as an expense as they fall due.
Taxation

The charge for taxation is based on the results for the year as adjusted for items which are non-
assessable or disallowed. Timing differences arise from the recognition for tax purposes of certain
items of income and expense in ¢ different accounting year from that in which they are
recognised in the financial statements. The tax effect of fiming differences, computed under the
liability method, is recognised as deferred taxation in the finoncial statements to the extent that it is
probable thet ¢ liability or an asset will crystallise in the foreseeable future.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses.

Deprecation is provided so as to write off the cost of items or valuation of property, plant and
equipment, over their estimated useful lives and after taking info account their estimated residual
values, using the straight-line method, atf the following rates per annum:

Land held under medium-term lease Over the unexpired term of lease
Buildings on land held under medium-ferm lease 2.5-5%

Leasehold improvements 20%

Furniture, fixtures and equipment 10-20%

Machinery and tools 20-33 /5%

Motor vehicles 20-25%
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3. Significant accounting policies (confinued)

Propernty, plant and equipment (confinued)

Assets held under finance leases are depreciated over their estimated useful lives on the same
basis as owned assets or, where shorter, the terms of the relevant leases.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference
between the sale proceeds and the carrying amount of the asset and is recognised in the profit
and loss account.

Investment properties

Investment properties are completed properties which are held for their investment potential, any
rental income being negotiated at arm’s length.

Investment properties are stated at their open market value based on independent professional
valuations at the balance sheet date. Any revaluation increase or decrease arising on the
revaluation of investment properties is credited or charged to the investment property revaluation
reserve unless the balance on this reserve is insufficient fo cover a deficit, in which case the excess
of the decrease over the balance on the investment property revaluation reserve is charged to
the profit and loss account. Where a decrease has previously been charged 1o the profit and loss
account and a revaluation increase subsequently arises, this increase in credited to the profit and
loss account to the extent of the decrease previously charged.

On disposal of an investment property, the balance on the investment property revaluation
reserve attributable to that property disposed of is fransferred to the profit and loss account.

No depreciation is provided on investment properties which are held on lecses with an unexpired
term of more than 20 years.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the
first-in, first-out method.
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3. Significant accounting policies (confinued)

Investments in securities
Investments in securities are recognised on a trade date basis and are initially measured at cost.

Investments other than held-to-maturity debt securities are classified as investment securities and
other investments.

investrment securities, which are securities held for an idenfified long-term strafegic purpose, are
measured at subsequent reporting dates at cost, as reduced by any impairment loss that is other

than temporary.

Ofther investments are measured at fair value, with unrealised gains and losses included in net
profit or loss for the year,

Properties held for sale
Properties held for sale are stated af the lower of cost and net realisable value.
Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assefs have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced fo ifs recoveraile amount. An impairment loss is recognised as an
expense immediately, unless the relevant assets is carried at a revalued amount under another
SSAP, in which case the reversal of the impairment loss is treated as a revaluation increase under
that other SSAP.

Where an impairment foss subsequently reverses, the carrying omount of the asset is increased to
the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment [0ss is recognised as income
immediately, unless the relevant assets is carried af a revalued amount under another SSAP, in
which case the reversal of the impairment 1oss is treated as a revaluation increase under another
SSAP.
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4. Turnover

2002 2001
H¥$°000 HKS 000

Sales of goods fo customers, less refurns,
discounts and allowance 537,342 530,619
Maintenaonce service income 35,051 35,226
572,393 565,845

5. Business and geographical segments
Business segments

For management purposes, the Group is currently organised into five operating divisions: qir-
conditioning products, audio-visual and other electrical products, cars and car accessories, direct
marketing and property investment. These divisions are the basis on which the Group reports ifs
primary segment information.,

Principal activities are as follows:

Air-conditioning products Distribution and installation of air-conditioning
oroducts

Audio-visual and other electrical products Distribution of audio-visual equipment, including car
audio, and home appliances

Cars and car accessories Trading of cars and related accessories and provision
of car repairing services

Direct marketing Retailing of consumer electronic products and
home appliances
Property investment Rental of investment properties and properties held
for sales

Y
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B. Business and geecgraphical segmenis (confinued)

Business segments (confinued)

Segment information about these businesses is presented below.

2002
Audio-visual
Air- and other
conditioning electrical  Cars and cor Direct Property
products products  dccessories marketing  investment Others  Eliminations Consolidated
RK§'000 HK$'000 BK$'000 Hi§:000 HX$'000 HK$'000 Hi§'000 Hi($'000

Turnover
Exfernal sales 178,673 115,509 214,710 63,301 - - - 572,393
Infer-segment scles 3,597 12,410 - - - - (16,007) -
Tofal funover 162,470 127,919 214,710 63,301 - - (16,007) 572,393
Infer-segment scles ore charged af prevalling market rates.
Result
Segment resuit 10,701 2,453 (270) 6127) (5129 - (390) 1,238
Unallocated comorate

expenses (10,299)
Loss from opercfions (9,061)
Finance cosfs (10,481)
Net gain on disposal or

lquidation of subsidiaries - 2,19 - - - - - 2,19
Gain on disposal of an

associote 10,892 - - - - - - 10,892
Share of resulfs of associates 3,836 (15,469) . - - 83 . (11,550)
Profit before taxation 7519
Taxafion (1,522)
Profit affer taxation 5997
Minority inferests 12
Profit attributoble to shareholders 6,009
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Business and geographical segments (continued)

Business segments (continued)

2002 (confinued)

Air-
conditioning
products
HK$'000
Consolidaied balance sheet
Assets
Segment assets 40,161
Interesfs in associates -
Unallocated comporate assets
Consolidated fofal ossets
Liabilities
Segment fiabllifies 44,398
Unallocated corporate liabilities
Consolidated totat fiabllfies
Other information
Capital additions 133
Depreciation and amortisation 305

Audio-visual

and other

electrical
products
HK$'000

3,161
115,533

19,43¢

396
p&jl

Annual Report N

Cars and car
accessories
HK$'000

57,854

35,473

3,034
1,336

Direct
marketing
KK$'000

10,724

6,156

280
82
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Property
investment Others  Eliminations Consolidated
HKS$'000 HK$'000 HK$'000 HK$'000

24,816 -

392,336
115,533
189,100

696,969

6,620 -

112,086
238,936

351,022

95 2,70 - 6,645
- 6,610 - 8,623

S
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5. Business and geographical segments (continued)

Business segments (confinued)
2001

Audio-visual
Alr- and other
conditioning electicd  Carsond cor Direct Property
products products  accessories markefing investment Others  Eliminations  Consclidafed
HKS000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000

Turnover

External scles 176,069 12067 243,378 34,341 - - - 505,845
Inter-segment sales 7230 487) - 326 - - (12,427) -
Total furnover 183,289 116938 243,378 34,667 - - (12427} 565,845

Infer-segment sclles are charged at prevalling market rates,

Resuli
Segment resulf 10813 (29.568) 5162 @177 (9,955) 49 (389} (26,085)

Uncllocated corporate

£YpENses (50,395
Loss from operations (76.480)
Finance costs (16923)
Impaiment loss

recognised in

respect of goodwil - - (2.789) 670 - - - (3.459)
Net gain (loss) on

disposal or liguidation

of subsidiories - 3419 124 - - ©74) - 2,509
Share of results of associates 812 (4,984) - - - 167 - (4005)
Loss before taxation (%8,298)
Toxation (1,689)
Loss affer faxation (%9.967)
Minority interests 40

Loss attributable fo shareholders (79,508)
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Business and geographical segments (continued)

Business segments (continued)

2001 (confinued)

Air-
conditioning
products
HKS'000
Consolidated balance sheet
Assels
Segment assets 47,689
Inferests in ossociates 48610
Unallocated comorate
assets
Consolidated fotal asssts
Liabilities
Segment lichilties 30,899
Uncllocated comporate
fabiifies
Consofidated fotal fiabilities
Other information
Capital additions 153
Depreciation and amortisation 490

Impairment losses recognised
inrespect of intangible cssets

Impairment losses recognised
inrespect of goodwi

Audio-visual
and ofher
electiical
products
HK$'000

37,314
141,466

1390

1082
53

20,008

Annual Report

Carsond car
accessories
HKS 000

58,631

36,82

15,198
o

2789

53

Direct
marketing
HK$'000

8,608

8729

14
4

670
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Property
investment
HKS'000

228985

3877
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Others
HKS°000

1469
9,767

Eiminations
HK$'000

(130)

Consolidated
HKS000

381547
19007

197.231

768,894

103.241

371,168

474400

17,888
16,558

20,008

3469
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5. Business and geographical segments (confinued)

Geographical segments

The Group’s operations are mainly located in Hong Kong, Singapore, Malaysia, The People’s
Republic of China (other than Hong Kong and Macau) (the "PRC”) and Macau. The following
table provides an analysis of the Group's sales by geographical market, irrespective of the origin of
the goods/services:

Sales revenue by Contribution to
geographical market operating resuits
20602 2001 2002 2001
HK$°'000 HKS$'000 HK$'000 HK$'000
Hong Kong 433,155 437,386 (2,984) (11,603)
Singapore 54,105 40,315 917 247
Malaysia 18,423 15,978 1,163 (2.434)
PRC 34,087 28,267 (13,533) (28,220)
Macau 30,440 31,726 1,137 1,386
Others 2,183 12,173 41 (198)
572,393 565,845 (13,259) (40,822)
Other operating revenue 14,497 14,737
Unallocated corporate expenses (10,299) (50,395)
Loss from operations (9.061) (76,480)
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Business and geographical segments (continued)

Geographical segments (confinued)

The following is an analysis of the carrying amount of segment assets, and additions to property,
plant and equipment, analysed by the geographical area in which the assets are located:

Additions to
Carrying amount property, plant
of segment assets and equipment
20602 2001 2002 2001
HK$'000 HKS$'000 HK$°000 HKS$'000
Hong Kong 410,339 414,033 6,622 17,468
Singapore 22,519 20,824 134 30
Malaysia 7,212 6,727 271 28
PRC 256,160 326,229 218 355
Macau 739 1,041 - 7
696,969 768,854 6,645 17.888
Other operating revenue
2002 2001
HK$°000 HKS$ 000
Rental income 11,615 11.834
Commission income 2,862 2,854
Finance lease interest income 20 49
14,497 14,737
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7.

Investment income

Interest inccme from bank deposits

Interest income from frade and other receivables
Dividend income from listed equity securities
Dividend income from unlisted equity shares

Loss from operafions

Loss from operations has been arrived at after charging:

Amortisation of intangible assets included in
administrative expenses
Auditors’ remuneration
Depreciation of:
Owned assets
Assefs held under finance leases
Impcirment loss recognised in respect of investment securities
Loss on disposal of property, plant and equipment
Staff costs, including Directors” emoluments
Unredlised holding loss of other investments
Write-down of inventories to their net redlisable value
Write-down of properties held for sale to net realisable value

and crediting:

Gain on disposal of property, plant and equipment
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2002
HK$'000

42
79

2001
HK$’000

136
12
]

2002
HKS$'000

896

8,441
182

65,927
m
578

6,000

432

2001
HKS'COO

1,539
936

14,753
266
338

7.852

79,237

3,036
10,600
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9. Finance costs

Interest on:
Bank loans, frust receipts and overdrafts wholly
repayable within five years
Bank loans wholly repayable after five years
Other loans wholly repayable within five years
Other loans wholly repayable after five years

Finance lease charges
Bank charges

10. Net gain on disposal or liquidation of subsidiaries

Gain upon disposal of subsidiaries
Gain (loss) upon liquidation of subsidiaries

57
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2002 2001
HK$°000 HK$ 000
5,099 6,434

- 2,699

712 5,286
4,268 2,099
10,079 16,518
24 47

378 358
10,481 16,923
2002 2001
HK$’000 HK$'000
- 3,543
27,719 (974)
27,719 2,569
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11. Directors’ and employees’ emoluments

(a) Directors’ emoluments

Fees:
Executive Directors
Non-executive Directors

OCther emoluments:
Salaries and other benefits

Retirement benefits scheme contributions

2002 2001
HK$°000 HK$ 000
170 1563

176G 153
6,529 7.986
35 33
6,564 8,019
6,734 8,172

Fees paid to non-executive Directors include HK$140,000 (2001: HK$123,000) paid to

independent non-executive Directors,

The Directors” emoluments were within the following bands:

HKS

Nil - 1,000,000
1,000,001 - 1,500,000
1,600,001 - 2,000,000
2,000,001 - 2,500,000
3,000,001 - 3,500,000
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11. Directors’ and employees’ emoluments (confinued)

(b) Employees’ emoluments
During the year, the five highest paid individuals included three Directors (2001 : four

Directors), details of whose emoluments are set out in nofe 11(a) above. The emoluments of
the remaining highest paid individuals were as follows:

2002 2001

HK$°000 HK$'000

Salaries and other benefits 2,591 2,125
Retirement benefits scheme contributions 24 176
2.615 2,301

The emoluments of the remaining highest paid individuals fell within the following bands:

2002 2001
Number of Number of
employees employees

HKS
Nil - 1,000,000 L -
1,500,001 - 2,000,000 1 -
2,000,007 - 2,500,000 - ]

12. Retirement benefit scheme

The Group operates a mandatory provident fund ("MPF") scheme for all guadlifying employees of
its Hong Kong subsidiaries. The assets of the scheme are held separately from those of the Group in
funds under the confrol of frustees. The retirement benefit cost charged to the profit and loss
account during the year amounted to HKS1,891,000 (2001, HKS$2,623,000), which represents
contributions payable to the fund by the Group at the rates specified in the MPF Ordinance.

For subsidiaries other than in Hong Kong. the contribution payable to the defined confribution
schemes by the Group at rates specified in the rules of the schemes at the relevant jurisdiction. The
contributions made by subsidiaries other than in Hong Kong during the year amounted to
HK$791,000 (2001: HKS883,000).

3
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13. Taxation

2002 2001
HK$'000 HK$’000

The charge comprises:

Tax for the vear:
Hong Kong Profits Tax
Overseas income tax

Deferred taxation (note 32) 4 -
Taxation attributable to the Company and its sutsidiaries 571 1,379
Share of taxation attributable to associates 951 310

1,522 1,689

Hong Kong Profits Tax is calculated at 16% of the estimated assessable profit for the year,
Overseas taxation is calculated at the rates prevailing in the respective jurisdictions.

Details of the deferred taxation, recognised and unrecognised in the financial statements, are set
out in note 32,

14. Earnings (loss) per share

The calculation of the basic earnings (loss) per share is based on the profit attributable to
shareholders of HKS$6,009,000 (2001 a loss of HK$99,508,000) and on the weighted average number
of 609,574,769 (2001: 165,359,210) ordinary shares in issue during the year. The weighted average
number of ordinary shares for the purpose of basic eamings (10ss) per share has been adjusted for
the bonus issue, share consolidation and rights issue during the year.

No diluted earnings (loss) per share has been presented because the exercise price of the

Company’s oufstanding share options was higher than the average market price for share for both
years.
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15. Investment properties

investment

properties in Hong
Kong held under

For the year ended December 31, 2002

Investment
properties
outside Hong
Kong held
under medium-

medium-term leases term leases Totail
HKS$'000 HKS 000 HK$'000

The Group
At January 1, 2002 87,783 44,140 131,923
Deficit on revaluation - (130) (130)
At December 31, 2002 87,783 44,010 131,793

During the year, the Group entered into a sales and purchase agreement to dispose of certain of

its investment properties situated outside Hong Kong at an agreed amount of approximately

HK$2,203,000. The disposal has not yet been completed at the balance sheet date. In the opinion

of the Directors, these investment properties were carried at their realisable value, which

approximate to their open market value at the balance sheet date. The remaining investment

properties of the Group were revalued at December 31, 2002 by Centaline Surveyors Limited,

independent professional valuers, on an open market value basis. The net deficit arising on
revaluation amounting to HK$130,000 (2001: HKS$11,189,000) has been charged to the profit and

loss account.

The investment properties of the Group are rented out or available for rent under operating leases.

61
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16. Properiy, plant and eguipment

lond and

buildings in Hong Furniture,
Kong held under leasehold fixtures and Machinery Motor
The Group medium-term leases improvements  ecquipment and tools vehicles Total
HKS000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000

Cost or valuation
At January 1, 2002 210,486 18,957 49,006 8,051 9,304 205,804
Exchange difference - 3 71 1 23 178
Additions - 1,031 1,929 476 3209 6,645
Liquidation of subsidicries - - (235) (146} (382) (763)
Disposals - - (288) (156} (3,478) (3,922)
Reclassification - - (461 461 - -
At Decemper 31, 2002 210,486 19,991 50,022 8,697 8,746 297,942
Representing:
At cost 198,426 19,991 50,022 8,697 8,746 285,882
At 1996 valuation 10,640 - - - - 10,640
At 1999 valuation 1,420 - - - - 1,420
210,486 19.991 50,022 8,697 8,746 297,942
Accumulaied depreciation
At January 1, 2002 27,643 17,716 46,270 7,298 8,128 107,085
Exchange difference - ] 68 10 67 144
Charge for the year 4,674 688 1,745 517 999 8,623
Liquidation of subsidiaries - - (235) (146) (382) (763)
Eliminafed upon disposals - - (207) (157) 3,115) (3.479)
Reclossification - - (381) 381 - -
At December 31, 2002 32,317 18,405 47,260 7,903 5,697 171,582
Nei book value
At December 31, 2002 178,169 1,586 2762 794 3,049 186,360
At December 31, 2001 182,843 1241 2734 753 1,176 188,749
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16. Property, plant and equipment (continued)

The nef book value of the Group’s furniture, fixtures and eguipment includes an amount of
HKS$328,000 (2001 : HKS486,000) in respect of assets held under finance leases.

If the land and buildings which are stated at valuation had not been revalued, they would have
been included in the financial statements at historical cost less accumulated depreciation of
HKS$11,459,000 (2001; HKS$11,751,000).

The Group has pledged land and buildings having a net book value of approximately
HK$3,607,000 to secure loans advanced from a supplier fo the Group.

Furniture,
Leasehoid fixtures and Motor

The Company improvements equipment vehicles Total

HKS$ 000 HKS$ 000 HKS$000 HKS$ 000
Cost
At January 1, 2002 6,606 21,531 2,385 30,522
Additions - 148 680 828
At December 31, 2002 6,606 21,679 3,065 31,350
Accumuloted depreciation
At January 1, 2002 6.263 20,600 1,620 28,483
Charge for the year 188 815 413 1,416
At December 31, 2002 6,451 21.415 2,033 29.899
Net book value
At December 31, 2002 155 264 1,032 1,451
At December 31, 2001 343 Q31 765 2,039
The net book value of the Company's furniture, fixtures and equipment included an amount of
HKSNIl (2001: HK$24,000) in respect of assets held under finance leases.
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17. investments in subsidiaries

The Company
2002 2001
HK$’000 HKS$’0aa

Unlisted shares, at cost 293,504 293,504

Particulars of the Company’s principal subsidiaries at December 31, 2002 are shown in note 42,

18. interests in associates

The Group
2002 2001
HK$'000 HKS'000

Share of net assets 115,533 133,622
Amounts due from associates - 56,454

115,533 190,076

Particulars of the Group's principal associate af December 31, 2002 are shown in note 43,
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18. Interests in associates (continued)

The following details have been extractied from the audited financial statements of the Group’s
associate:
Jin Ling Electrical
Company Limited

2002 2001
HK$°000 HKS$'000
Operating resulls
Turnover 458,801 401,099
Depreciation 17,556 17.595
. Loss before taxation (23,266) (8,344)
Loss before taxation attributable to the Group (11,633) 4,172)
Financial position
Non-current assets 222,840 383,259
Current assefs 351,409 312,876
Current liabilities {323,103) (293,906)
Non-current liabilities (20,135) (134,986)
Shareholders’ funds 231,011 267,243
Shareholders’ funds attributable to the Group 115,506 133,622
19. Investment securities
The Group

2002 2001

HK$°000 HK$'000

Unlisted equity shares, at cost 75 75
Club debentures, at cosf less impairment loss 627 1,372
702 1,447

In the opinion of the Directors, investment securities are worth at least their carrying values.
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290. Inventories

The Group
2002 2001
HK$°000 HK$'000
Finished goods 84,234 74,693
Spare parts 12,206 11,176
96,440 85,869

Included above are finished goods of HKS$15,692,000 (2001: HKS$22,225,000) and spare parts of
HK$2,684,000 (2001: HKS$380,000), which are carried ot net realisable value.

2%. Trade and other receivables

The Group

The Group allows an average credif period of 30 to 90 days to {ts customers. The aged analysis of
frade receivables is as follows:

2002 2001

HK$°000 HKS'000

Within 30 days 18,608 20,403
Over 30 days 9,503 11,131
Over 60 days 1,289 498
Over 90 days 2,108 2,236
Over 1 year 1,370 753
Total frade receivables 32,878 35,021
Deposits, prepayments and other receivables 26,415 24,247
59,293 59,268
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22. Finance lease receivable

The Group

Minimum
iease payments

N

~ e

For the year ended December 31, 2002

Present value
of minimum
lease payments

2002 2001 2002 2001
HK$'000 HKS'000 HK$'000 HK$’000
Amount receivable under
finance lecse:
Within one year - 376 - 355
Less: unearned finance
income - @n - N/A
Present value of
minimum lease
payments receivable - 3565 - 355
Analysed as:
Current finance lease
receivable (recoverable
within one year) - 355

The Group entered info finance leasing arrangements for certain of its equipment. The terms of

finance lease entered info were five years, The interest rate inherent in the lease was fixed at the

contract date for the lease terms. The interest rate on finance lease receivable at December 37,

2001 was 6% per annum. The finance lease arrangements were completed during the year.
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23. Amounis due from related parties

Details of the amounts due from related parties are as follows:

The Group The Company
Maximum Maximum
Balance Balance amount Balance Balance amount
at ot oulstanding ot ol oulstanding
Nome of related party 31.12.2002 1.1.2002 during the year  31.12.2002 1.1.2002 during the year
HK$'000 HK$'000 HKS'000 HK$°000 HK$000 HK§'000

Mr. Herbert ADAMCZYK {note (1)) 2,082 - 2,082 - - -
Panasa (Malaysia) Sdn. Bhd.

{note (2)) 248 - 248 - - -
Best & Original Production Limited

(note (2)) - 2015 2,015 - 1,134 1,134
B & O Web Studio Limited (note (2)) - 82 82 - 25 25

2,330 2,097 - 1,159

Notes:

(1) The amount is unsecured, bears interest at the best lending rate offered by the Hong Kong and
Shanghai Banking Corporation Limited and has no fixed terms of repayment,

Mr. Herbert ADAMCZYK is a Director of the Company’s subsidiaries.

(2) The amounts are unsecured, non-inferest bearing and have no fixed terms of repayment.

The related companies are controlled by Directors of the Company.

24. Other investments

The Group The Company
2002 2001 2002 2001
HK$°000 HKS$'000 HK$:000 HKS 000
Listed equity securities 73 184 36 36

The securities are listed on the Sfock Exchange and are carried af market value,
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25. Trade and other payables

The Group

At the balance sheet date, the aged analysis of trade payables is as follows:

2002 2001

HK$°000 HK$'000

Within 30 days 5,474 6,598
Over 30 days 2,630 1,218
Over 60 days 2,621 1,278
Qver 90 days 4,167 1,044
Qver 1 year 1,569 25,749
Total trade payables 16,461 35,887
Customers’ deposifs, accruals and other payables 58,871 67,152
75,332 103,039

3
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26. Share capital

Authorised:
At January 1, 2001 and January 1, 2002 of HK$0.10 each

Cancellation of HK$0.099 of the paid up capital
of each of 1,408,871,178 issued shares

Share consolidation of ten reduced issued shares into
one share of HKS0.01 each

Subdivision of one unissued share into ten shares of
HK$0.01 each

Share consolidation of ten issued shares into one share of
HKS$0.10 each

Increase of authorised share capital

At December 31, 2002 of HK$0.1C each

Issued and fully paid:

At January 1, 2001 of HKS0,10 each

Issues of shares upon private placing
Cancellation upon repurchase of own shares

At January 1, 2002 of HKS0.10 each

Cancellation of HKS0.099 of the paid up capital
of each of 1,408,871,178 issued shares

Share consclidation of ten reduced issued shares info
one share of HKS0.01 ecch

Issue of shares upon rights issue

Issue of shares upon bonus share issue

Share consolidation of ten issued shares into one share of
HK$0.1G each

Issue of shares upon bonus share issue

At December 31, 2002 of HKS0.10 ecch
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The Group and the Company

Number of shares

3,500,000,000

(1,267,984,061)

18,820,159,398

(18,946,957,804)

1.394,782,467

3,500,000,000

1.405,071,178
5,000,000
(1,200,000)

1,408,871,178

(1,267,984,061)
140,887,117
422,661,351

(633,992,027
704,435,580

774,879,138

Nominal value
HKS$'000

350,000

(139,478)

139.478

350,000

140,507
500
(120)

140,887

(139.478)

1,409
4,226

70,444

77,488
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26. Share capital (confinued)

a

@
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Pursuant to resolutions passed on the special general meeting ("SGM") held on March 15,
2002, the authorised share capital of the Company was reduced from HK$350,000,000
divided into 3,500,000,000 shares of HKS0.10 each fo HK$210,521,753.37 divided into
21,052,175,337 shares of HKS0.01 each, upon completion of the capital reorganisation which
involved: (i) the existing paid up capital and nominal value of each of the issued share of
each of the issued share of the Company reduced from HKS0.10 to HK$0.001 each by the
cancellation of HK$0.099 of the paid up capital for each issued share of the Company
("Reduced Share™); (i) each outhorised but unissued share of the Company subdivided into
fen shares of HKS0.01 each; (iii) every issued ten Reduced Shares consolidated into one issued
share; (iv) the credit of approximately HK$139,478,000 arising from the cancellation of
HK$0.099 of the paid up capital of each issued share of the Company fransferred to the
contributed surplus account and fully utilised to eliminate part of the accumulated losses of
the Company; and (v) an amount of approximately HKS$343,542,000 standing to the credit of
the share premium account of the Company transferred to the contributed surplus account
and applied to eliminate the balance of the accumulated losses of the Company.

Pursuant to another resolution passed on the same SGM held on March 15, 2002, a rights issue
of not less than 140,887,117 shares of HKS0.01 each at HKS0.35 per share on the basis of one
rights share for every rights share held on the record date with the bonus share issue on the
basis of three bonus shares for every rights share taken up payable in full on acceptance.

Pursuant fo resolutions passed on the SGM held on Sepfember 18, 2002, (i) an amount of
approximately HK$426,127,000 standing to the credit of the share premium account of the
Company transferred to the contributed surplus account; (i) an amount of approximately
HK$94,414,000 standing to the credit of the contributed surplus account of the Company
applied to eliminate the balance of the cccumulated losses of the Company; (i) every ten
issued and unissued shares of HK$0.01 each consolidated into one issued share at HKS0.10
each; and (iv) increase the authorised share capital of the Company from HK$210,521,753.37
to HK$350,000,000.

Pursuant to another resolution passed on the same SGM held on September 18, 2002, ten
bonus shares were Issued for every consolidated share, 704,435,580 bonus shares were issued
and were credited as fully pcid by using the credit in the contributed surplus account of the
Company.
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27. Reserves

The other reserve of the Group of HK$261,269,000 (2001: Nil) represents the non-distributable
reserve transferred from the share premium account pursuant to the capital reorganisation on
September 18, 2002. Details of the capital recrganisation are set ouf in note 26.

Under the Companies Act 1981 of Bermuda (as amended), the contributed surplus account of the

Company is available for distribution. However, the Company cannot declare or pay a dividend,
or make a distribution out of contributed surplus if;

(o) itis, or would after the payment be, unable to pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby be less than the aggregate of its liabilities and
its issued share capital and share premium accounts.

In the opinion of Directors, as at December 31, 2002, the Company’s reserve available for
distribution consisted of contributed surplus of HK$266,484,000, net of accumulated loss of
HK$205,040,000 (20071 Nib).
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The Group

Amounts payable under
finance leases:

Within one year
In the second to fifth year

inclusive
Over five years

Less: future finance charges

Present value of lecse
obligations

Analysed as:
Amounts due within one
year shown under

current liabilities

Amounts due affer one year

28. Obligations under finance leases

Minimum

Annual Report

lease payments
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Notes to the Financial Sfotemenf/s

For the year ended December 31, 2002

Present value

of minimum

lease payments

2002 2001 2002 2001
HK$°000 HK$’000 HK$°c00 HKS'000
110 165 92 132
354 483 300 367
- 60 - 50
464 708 392 549
(72) (159) N/A N/A
392 549 392 549
92 132
300 417
392 549
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28. Obligations under finance leases (confinued)

Present value

Minimum of minimum
lease payments fease payments
2002 2001 2002 2001
HKS$'000 HKS'000 HK$'000 HK$*000
The Company
Amounts payable under
finance leases;
Within one year 14 33 10 24
In the second to fifth
year inclusive - 14 = 10
14 47 10 34
Less: fufure finance
charges 4 3) N/A N/A
Present value of lease
obligations 10 34 10 34
Analysed as:
Amounts due within cne year
shown under current liabilities 10 24
Amounts due after one year - 10
10 34
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It is the Group's policy to lease certain of ifs furniture, fixtures and equioment under finance leases.

The average lease term is six years. For the year ended December 31, 2002, the average effective

borrowing rate was approximately 6% (2001: 7%) per annum. Interest rates are fixed at the contract

date. All leases are on ¢ fixed repayment basis and no arrangements have been entered into for

confingent rental payments,

The Group’s obligations under finance leases are secured by the lessor’s charge over the leased

assets.

Boriowings

Bank loans and overdrafts
Secured
Unsecured

Unsecured loans advanced
from Directors (note a)

Unsecured loans cdvanced
from related companies
(note b)

Secured loan advanced
from a supplier (note ¢)
Unsecured loan advanced
from a supplier (note ¢)

The Group The Company
2002 2001 2002 2001
HK$°000 HK$'000 HK$°000 HK$'000
75,214 88,167 - -
1,837 7.477 - -
77,051 95,644 - -
15,725 14,932 12,000 -
4,755 15,232 - -
130,715 - - -
- 203,383 - -
228,246 329,191 12,000 -
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29. Borrowings (confinued)

The Group
2002 2001
HK$'000 HKS$'000

The maturity of the above
loans is as follows:

The Company
2002 2001
HK$°000 HKS 000

Within one year 74,296 242,676 12,000 -
More than one year,

but not exceeding

two years 10,924 21,044 - -
More than two years,

but not exceeding

five years 6,779 39,354 - -
More than five years 136,247 26,117 - -

228,246 329,191 12,000 -

Less: Amounts due

within one yedr

shown under

current liabilities (74,296) (242,676) (12,000) -

Amounts due after
one year 153,950 86,515

Noftes:

a. The loans advanced from a Director are unsecured and have no fixed terms of repayment.
HK$12,000,000 (2001: HKSNID of the balance bears interest at 10% (2001: Nil) per annum. The

remaining balance is non-interest bearing.

The loans advanced from Directors as af December 31, 2001 were unsecured, bore interest at 4.5%

per annum and have no fixed terms of repayment.

b. The loans advanced from related companies are unsecured and have no fixed terms of
repayment. HK$4,475,000 of the balance (2001: HK$9,000,000) bears interest at 1% above the best

lending rate. The remaining balance is non-interest bearing.
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29. Borrowings (confinued)

Notes: (continued)
HK$4,632,000 of the balance at December 31, 2001 was unsecured and bore interest at the best
lending rate offered by the Development Bank of Singapore. It was fuily released upon the
liquidation of a subsidiary.

The related companies are confrolled by certain Directors of the Company.

C. The loan advanced from a supplier is secured by properfies of the Group, bears interest at 2.5% per
annum and is repayable semi-annually by ten instalments commencing from June 30, 2012.

The pbalance of loan advanced from a supplier as at December 31, 2007 was unsecured, bore
interest at 3%-3.3% per annum and was repayable on demand.

30. Loans advanced from minority shareholders
The loans are unsecured, non-interest bearing and have no fixed terms of repayment. The minority
shareholders have agreed not to demand repayment of the loans in the next fwelve months from
the balance sheet date and, accordingly, the amounts have been classified as non-current
liability.

31. Cther loan

The loan was unsecured and non-interest bearing. It was fully repaid during the year.

32. Deferred taxation

The Group The Company
2002 2001 2002 2001
HK$’000 HK$'000 HK$'000 HK$'000
At January 1 13 13 - -
Charge for the year (note 13) 4 - - -
At December 31 17 13 - -

3
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32. Deferred taxation (continued)

At the balance sheet date, the major components of the deferred taxation liabilities (assets),
recognised and unrecognised, are as follows:

Recognised Unrecognised
2002 2001 2002 2001
HK$°000 HKS'000 HK$’'000 HKS$'000
The Group
Excess of tax allowances over
accounting depreciation
in respect of property,
plant and equipment 4 - 199 198
Taxation losses - - (148,591) (161,228)
Other timing differences 13 13 (241} (825)
17 13 (148,633) (151,855)
The Company
Excess of tax allowances
over accounting
depreciation in
respect of property,
plant and eguipment - - 69 121
Taxation losses - - (14,135) (11,948)
- - (14,066) (11,827)

A deferred taxation asset has not been recognised in the financial statements in respect of tax
losses available to offset future profifs as it is not certain that the tax losses will be utilised in the ‘
foreseeable future.
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32. Deferred taxation (continued)

The amount of unrecognised deferred taxation charge (credit) for the year is as follows:

The Group The Company
2002 2001 2002 2007
HK$°000 HKS$'000 HK$ 000 HK$'000
Tax effect of fiming
differences because of:
Excess (shortfall) of fax
allowances over accounting
depreciation in respect
of property, plant and
equipment 1 437 (52) 106
Taxation losses ufilised
(arising) 2,637 7.148 (2,187) (1.754)
Other timing differences 584 778) - -
3,222 6,807 {2,239) (1,648)

Deferred taxation has not been recognised on the revcluation increase or decrease arising on the
revaluation of leasehold land and buildings and investment properties because profits or 10sses
arising on the disposal of these assets would not be subject fo tfaxation., Accordingly, the
revaluation increase or decrease arising on revaluation does not constitute a fiming difference.
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33. Disposal of subsidiaries

Summary of the effects of the disposal of subsidiaries are as follows:

Net assets disposed of:

Propenty, plant and equipment
Investment securities

Inventories

Trade and other receivables
Bank balances and cash

Trade and other payables
Obligations under finance leases
Minority interests

Exchange reserve realised on disposal
Gain on disposal of subsidiaries

Satisfied by:

Trode and cther receivables
Cash

Net cash inflow (outflow) arising on disposal:

Cash consideration
Bank balances and cash disposed of

2002 2001
HK$°000 HK$’000
- 3,826
160 -
- 747
- 3,624
- 1,167
- (10,963)
- (202)
- (441)
160 (1,942)
- (251)
- 3,543
160 1,350
- 1,350
160 -
160 -
- (1.167)
160 (1.167)

The subsidiaries disposed of for both years did not have any significant impact on the Group’s cash

flows, turover and operating resuits.
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34. Purchase of subsidiaries

2002 2001
HK$°000 HKS$’000
Net assets acquired:
Property, plant and equipment - 1,428
Inventories - 37,509
Trade and other receivables - 16,456
Bank balances and cash - 2,305
Trade and other payables - (67.493)
Taxation - (350)
Minority interests = 6,746
Loans from minority shareholders - (3,096)
Other loan - (4,500)
- (995)
Transfer from inferests in associates - 18,186
- 17,191
Satisfied by:
Assignment of account receivable - 17,191
Net cash inflow in connection with the acqguisition of subsidiaries:
Bank balances and cash acquired - 2,305

The subsidiaries acquired during 2001 had contributed to HKS$4,489,000 to the Group's net

_operating cash flows, paid HKS$1,302,000 in respect of the net returns on investments and servicing
of finance, paid HK$589,000 in respect of taxation, ufilised HK$1,577,000 for investing activities and
raised HK$3,211,000 in respect of financing activities of that year.

The subsidiaries acquired during 2001 had confributed HK$243,378,000 to the Group’s turnover,
and HK$6,122,000 fo the Group’s profit from operations of that year.
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35, Liguidation of subsidicries

A summary of the effects of liquidation of subsidiaries is as follows:

2092 2001
HK$ 000 HK$'000

Net assefs written off;

Investment securities 529
Inventories 48
Trade and other receivables 6,269 Q74
Trade and other payables {25,041} -
Bills payable {(738) -
Taxation payable (168} -
Obligations under finance leases (81) -
Borrowings (6,071) -
{25,253) 974
Exchange reserve released on liquidation (1,032) -
Capital reserve released on liquidation (1,434} -
(Gain) toss upon liguidation (27,719) Q74

The effects on the cash flows and results of the Group upon the liquidation of the subsidiaries
during the year are insignificant.

36. Major non-cash fransactions

During the year, the Group has seftled part of the loan advanced from a supplier of HK$71,837,000
by applying the proceeds from disposal of the Group’s entire equity inferest in its associate.

During the year ended December 31, 2001, the Group purchased property, plant and eqguipment

by means of finance leases. The addition cost of property, plant and equipment amounted 1o
HK$320,000.
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37. Related parly transactions

In addition to the balances with related parties disclosed under notes 23, 29 and 30 above, during
the year, the Group entered into the following transactions with related parties:

2002 2001

HK$’000 HK$'000

Interest expenses paid to a Director 295 733
Interest expenses paid to a related company 417 -
Interest income received from a related party 74 -
Management and agency fee paid to a related company 3,359 3,631
Sales of goods to a related company 950 -
Maintenance service income received from a related company 454 -

The inferest expenses paid to a Director were agreed between the relevant parties. The interest
rates ranged from 4.5% to 10% per annum.

The inferest expense paid 1o a reloted company and the interest income received from a related
party were determined by the Directors on the basis of estimated market rate.

The pricing of fransactions regarding management and agency fees and goods sold to a related
company were defermined by the Directors on the basis of estimated market value.
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38. Operating lease arrangements

The Group as lessor

Property rental income earned, net of outgoings of HK$4,472,000 (2001: HK$3,722,000) during the
year was HKS7,143,000 (2001:HKS8,112,000). The property held has committed tenants for the next
two years,

At the balance sheet date, the Group had contracted with tfenants for the following future
minimum lease payments which fall due:

2002 2001
HK$'000 HKS$"000
Within one year 10,316 8,765
In the second 1o fifth year inclusive 3,733 4,189
14,049 12,954
The Group as lessee

2002 2001
HK$'000 HKS$'000

Minimum lease payments under operating leases
recognised in the profit and loss account for the year 9,396 16,986

At the balance sheet date, the Group had commitments under non-cancellable cperating leases,
which fall due as follows:

2002 2001

HK$°000 HK$’000

Within one year 6,422 6,641
In the second to fifth year inclusive 2,160 2,914
8,582 9,555

@ WO KEE HONG (HOLDINGS) LIMITED 84




Notes to the Financial Statements
N /

Annual Report \ J/

For the year ended December 31, 2002
38. Cperating lease arrangements (confinued)

Operating lecse payments represent renfals payable by the Group for certain of ifs office
premises. Leases are negotiated for an average term of two years and rentals are fixed for an
average of one year,

At the balance sheet date, the Company had no commitments under non-cancellable operating
leases (2001 Nib.

39. Contingent liabilities

At the balance sheet date, the Group and the Company had the following outstanding
confingent liabilities which are not provided for in the financial statements in respect of:

The Group The Company
2002 2001 2002 2007
HK$°000 HKS$’ 000 HK$’000 HKS$ 000
Guarantees given for
banking and other
facilities made available
to subsidiaries - - 158,822 222,423
Other guarantees - 2,141 3,120 5,097
- 2,141 161,942 227,520

40. Pledge of assets

At the balance sheet date, certain of the Group’s land and buildings, investment properties and
properties held for sale with an aggregate net book value of HK$349,952,000 (2001: HKS355,227,000)
and all assets of a subsidiary of HK$12,617,000 (2001; HKS9,096,000) have been pledged to secure
facilities granted by banks and a supplier to the Group.
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4%. Share option schemes

1991 Scheme

The Company’s share option scheme was adopted on June 22, 1991 (1991 Scheme”) for the
primary purpose of providing incentives to Directors and eligible employees and expired on June
21, 2001. The Directors may, at their discretion, grant options to all eligible employees, including
executive Directors of the Company and its subsidiaries.

The total number of shares in respect of which options may be granted under the 1991 Scheme is
not permitted fo exceed 10% of the issued share capital of the Company at any point in fime. The
number of shares in respect of which options may be granted to any individual is not permitted to
exceed 25% of the maximum aggregate number of shares of the Company for the fime being
issued and issuable under the 1991 Scheme.

Options granted must be taken up within 28 days of the date of grant, upon payment of HKS1 per
grant, Options are exercisable within a period of 6 years commencing one month from the date of
acceptance of options.

The subscription price is defermined by the Directors, and will not be less than the higher of a price
being not less than 80% of the average of the closing prices of the shares on The Stock Exchange
of Hong Kong Limited (the "Stock Exchange”) on the five trading days immediately preceding the
date of grant, and the nominal value of a share of the Company.

2001 Scheme

Another share option scheme ("2001 Scheme”) was subsequently adopted pursuant to a resolution
passed on June 28, 2001 for the primary purpose of providing incentives to Directors and eligible
employees, and was ferminated on May 30, 2002 pursuant to a resolution passed on that date.

Under the 2001 Schemes, the Directors may grant options to any full-time employees, including
executive and non-executive Directors of the Company and ifs subsidiaries, 1o subscribe for shares
in the Company.

The total number of shares in respect of which options may be granted under the 2001 Scheme is
not permitted to exceed 10% of the issued share capital of the Company af any peoint in fime. The
number of shares in respect of which options may be granted fo any individual is not permitted to
exceed 25% of the maximum aggregate number of shares of the Company for the time being
issued and issuable under the 2001 Scheme.
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Share option schemes (confinued)

2001 Scheme (confinued)

Options granted must be taken up within 28 days of the date of grant, upon payment of HKS1 per
grant. Options are exercisable within a period of 6 years commencing one month from the date of
acceptance of options.

The subscription price is determined by the Directors, and will not be less than the higher of a price
being not less than 80% of the average of the closing prices of the shares on the Stock Exchange
on the five tfrading days immediately preceding the date of grant, and the nominal value of a
share of the Company.

Upon termination of the 2001 Scherme, no further options will be granted but in all other respects,
the provisions of the 2001 Scheme shall remain in force and all granted prior to such termination
shall continue to be valid and exercisable in accordance therewith.

2002 Scheme

On August 23, 2001, the Stock Exchange has announced amendments to Chapter 17 of the Listing
Rules, which has come into effect on September 1, 2001. In compliance with the amendments to
the Listing Rules and the announcement of the Stock Exchange, the Company adopted c new
share option scheme (*2002 Scheme™) and ferminated the 2001 Scheme on May 30, 2002 pursuant
to a resolution passed on that date. The purpose of the 2002 Scheme is to provide incentives or
rewards to participants for their contribution to the Group and enable the Group to recruit and
retain high-calibre employees and attract human resources that are valuable to the Group and
any companies in which the Group holds any equity interest. The 2002 Scheme will expire on the
10th anniversary of date of adoption.

Under the 2002 Scheme, the Board of Directors of the Company may at their discretion grant
options to the following participants of the Company, its supsidiaries and any companies in which
the Group holds any equity inferest, to subscribe for shares in the Company:

eligible employees, including Directors; or

suppliers or customers; or

any person or entity that provides research, development or other technological support; or
shareholders; or

employees, partners or Directors of any business partners, joint venture partners, financial
advisers and legcal advisers.

o AW N
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41. Share option schemes (confinued)

2002 Scheme (confinued)

Options granted to a Director, chief executive or substantial shareholder of the Company, or any
of their respective associates must be approved by the Independent Non-executive Directors of
the Company {(excluding any Independent Non-executive Director who is the grantee).

The total number of shares in respect of which options may be granted under the 2002 Scheme
and any other schemes is not permitted to exceed 30% of the issued share capital of the
Company from time to time. Subject to the above rule, the total number of shares in respect of
which options may be granted under the 2002 Scheme and any other schemes must not in
aggregate, exceed 10% of the issued share capital of the Company at the adoption date of the
2002 Scheme without prior approval from the Company’s shareholders.

The number of shares in respect of which options may be granted to any participant in any one
year is not permitted to exceed 1% of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders. Options granted to a substantial
shareholder, or an Independent Non-executive Director of the Company, or any of their respective
associates under the 2002 Scheme and any other schemes in any one year in excess of 0.1% of the
Company’s issued share capital or with a value, based on the closing price of the shares of the
Company at the date of each grant, in excess of HKS5 million must be approved in advance by
the Company’s shareholders.

Options granted must be taken up within 28 days of the datfe of grant upon payment of HKS1 per
each grant of options. The exercise period of the share options granted under the 2002 Scheme
shall be determined by the Board of Directors when such options are granted, provided that such
period shall not end later than & years from the date of grant. The subscription price is determined
by the Board of Directors of the Company, and will not be less than the higher of the closing price
of the Company’s shares on the date of grant, or the average closing price of the shares for the
five tfrading days immediately preceding the date of grant, or the nominal value of o share of the
Company.
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47. Share option schemes (continued)

Capital Reorganisation approved on March 15, 2002

Pursuant to resolutions passed on the SGM held on March 15, 2002, a capital reorganisation
("Reorganisation |), which involves capital reductions, share subdivision and share consolidation,
the rights issue with bonus issue on the basis of three bonus shares for every rights share taken up
payable in full on acceptance, was approved.

Details of the Reorganisation | and the rights issue with bonus issue are set out in the Company’s
circular and prospectus dated February 20, 2002 and March 15, 2002 respectively.

Capital Reorganisation approved on September 18, 2002

Pursuant to resolutions passed on the SGM held on Sepfember 18, 2002, another capital
reorganisation ("Reorganisation 1), which involves the reduction of the share premium account,
the cancellation of the accumulated losses, the share consolidation and the bonus issue to
shareholders on the basis of ten bonus shares for every one consolidated share, was approved.

Details of the Reorganisation Il and bonus issue are set out in the Company’s circular dated August
23, 2002,

At December 31, 2002, the number of shares in respect of which options had been granted and
remained oufstanding under the 1991 Scheme, 2001 Scheme and 2002 Scheme were 47,984,001,
61,331,127 and 46,795,981 (2001: 101,770,400, 111,700,000 and nil respecftively), repraesenting 6.2%,
7.9% and 6.0% (2001: 7.2%, 7.9% and nil respectively) of the issued share capital of the Company at
that date respectively.
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41. Sheare oplion schemes (confinued)

The following table discloses details of the Company’s share options held by employees (including

Directors) and movements in such holdings during the year:

Granted on  Lapsed during

Scheme fype Date of grant Quisianding at January 1,2002  June 4, 2002 the period Outstanding ot June 30, 2002
Before Affer Before Affer
Adjustment Adjustment Adjustment Adusiment@
1991 May 13, 1996 11,318,400 5,609,200 - 5,659,200 - -
1991 July 28,1997 30,000,000 15,000,000 - 500,000 14,500,000 15,951,694
1991 January 19, 1998 8,314,000 4,157,000 - 223,000 3,934,000 4327817
1991 June 10,1998 1,000,000 500,000 - - 500,000 560,085
1991 December 21, 1999 16,348,000 7,674,000 - 252,500 7,421,500 8,164,437
1991 Febriary 11, 2000 8,330,000 4,165,000 - 500,000 3,665,000 4,031,901
1991 September 8, 2000 3,000,000 1,500,000 - - 1,500,000 1,650,165
1991 Jonucry 18, 2001 460,000 230,000 - 100,000 130,000 143014
199] May 28, 2001 24,000,000 12,000,000 - - 12,000,000 13.201,320
2001 August 10, 2001 106,000,000 53,000,000 - - §3,000,000 58,305,830
2001 Aygust 29, 2001 4,700,000 2,350,000 - 100,000 2,250,000 2475242
2007 November 23, 2001 1,000,000 §00,000 - - 500,000 850,085
2002 June 4, 2002 - - 27,150,000 - 27,150,000 29,867,981
2002 Sepfember 24, 2002 - - - - - -
Grand Tofal: 213,470.400 106,735,200 27,180,000 7,334,700 126,550,500 139,219,411
# The number of Share Opfions granted under 1991 and 2001 Schemes and their respective

3

subscription prices have been adjusted for the Capital Reorganisation and fhe Rights Issue with the
Bonus Share Issue taken place in March and April 2002 respectively.

The number of Share Options granted under 1991, 2001 and 2002 Schemes and their respective
subscription prices have been adjusted for the Capital Recrganisation and the Bonus Share Issue
taken place in September 2002.
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Granted on  Reallocation Lapsed
September during the during the
24, 2002 period period

- - 2002

- - 14,300
16,928,000 - -

Outstanding
ot December
31, 2002

15,951,504
4,305,815
580,056
8150137
4,031,901
1.650,165
143,014
13,201,320
58,305,830
2,475,242
580,055
29,867,981

16,928,000

16,928,000

186,111,109
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Exercisable period Exercise price

Before Affer Affer

Adjustment Adjustmentt Adjustment@
HKS HKS HKS
June 13,1996 - June 30, 2002 0.9460 3.0963 -
August 28, 1997 - Sepfember 10, 2008 0.5330 1.7445 15858
February 19, 1998 - March 12, 2004 0.2200 07201 08546
July 24,1998 - July 23, 2004 01083 0.3446 03182
February 1, 2000 - March 21, 2006 0.1400 0.4582 0.4165
March 18, 2000 - March 21, 2006 03264 1.0683 0.971
November 5, 2000 - November 4, 2006 01413 0.4625 0.4204
March é, 2001 - March 14, 2007 0.1000 03213 0.2975
June 29, 2007 - June 26, 2007 0.1000 03273 02975
Sepfember 14, 2001 - September 18, 2007 0.1000 03273 0.2975
Sepfember 30, 2001 - September 30, 2007 01000 0.3273 02975
December 23, 2001 - December 22, 2007 01000 03273 0.2975
June 4, 2002 - June 3, 2008 - 01584 0.1440
September 24, 2002 - September 23, 2008 - - 0.1000
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41. Share option schemes (continued)

Outstanding at  Granted during

Lapsed during

Scheme type Date of grant January 1, 2001 the year the year
1991 May 13, 1996 11,556,000 - 237,600
1991 July 28, 1997 30,000,000 - -
1991 January 19, 1998 8,518,000 - 204,000
1991 June 10, 1998 1,000,000 - -
1997 December 21, 1999 15,408,000 - 40,000
1991 February 11, 2000 9,490,000 - 1,160,000
1991 September 8, 2000 3,000,000 - -
1997 January 18, 2001 - 24,160,000 23,700,000
1991 May 28, 2001 - 24,000,000 -
2001 August 10, 2001 - 106,000,000 -
2001 August 29, 2001 - 4,700,000 -
2001 November 23, 2001 - 1,000,000 -
Grand Totat: 78,972,000 159,860,000 25,361,600
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Outstanding at
December 31, 2001
11,318,400
30,000,000
8,314,000
1,000,000
15,348,000
8,330,000
3,000,000
460,000
24,000,000
106,000,000
4,700,000

1,000,000

213,470,400
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Exercisable period Exercise price

HKS

June 13, 1996 - June 30, 2002 0.9460

August 28, 1997 - September 10, 2003 0.5330
February 19, 1998 - March 12, 2004 0.2200

July 24, 1998 - July 23, 2004 0.1053

February 1, 2000 - March 21, 2006 0.1400

March 18, 2000 - March 21, 2006 0.3264
November &, 2000 - November 4, 2006 0.1413
March 6, 2001 - March 14, 2007 0.1000

June 29, 2001 - June 29, 2007 0.1000

September 14, 2001 -~ Septemiber 18, 2007 0.1000
September 30, 2001 - September 30, 2007 0.1000
December 23, 2001 - December 22, 2007 0.1000
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41. Share option schemes (confinued)

Detdails of the share options held by the Directors included in the above table are as follows:

Granted on  Lapsed during
Scheme type Date of grant Outstanding ot January 1, 2002 June 4, 2002 the period OQuisianding at June 30, 2002
Before After Before After
Adjustment Adjustment* Adjustment Adjusiment@

1991 May 13, 1996 6,120,000 3,060,000 3,060,000

1991 July 28,1997 27,000,000* 13,500,000* 13,500,000 14,851,484
1991 January 19, 1998 6,100,000* 3050000* 3,060,000 3,355,335
1991 June 10, 1998 1,000,000 500,000 - - 500,000 550,065

1991 December 21, 1999 13.500,000¢ 6,750,000* - - 6,750,000* 7,425,741
1991 February 11, 2000 7,000,000 3,500,000 - - 3,500,000 3,860,384

1991 January 18, 2001 260,000 130,000 - - 130,000 143014

1991 May 28, 2001 24,000,000 12,000,000 - - 12,000,000 13,201,320

2001 August 10, 2001 106,000,000 53,000,000 - - 53,000,000 58,305,830

2001 August 29, 2001 1,000,000" 500,000* - - 500,000* 550,054°
2002 June 4, 2002 - - 4,400,000 - 4,400,000 4,840,484

2002 September 24, 2002 - - - - - -

Grand Total! 191,980,000 95,990,000 4,400,000 3,660,000 97,330,000 107,073,701

* Share Opfions granted o Mr. Richard Man Fai LEE’s spouse were included.

** Mr. Barry John BUTTIFANT was an executive Director of the Company and resigned on November 7,
2002.

The share options granted fo him before his resignation were therefore reallocated to Share
Options granted to "Continuous Confract Employees”.

# The number of Share Options granted under 1991 and 2001 Schemes and their respective
subscription prices have been adjusted for the Capital Reorganisafion and the Rights Issue with the
Bonus Share Issue taken place in March and April 2002 respectively.

@ The number of Share Options granted under 1991, 2001 and 2002 Schemes and their respective

subscription prices have been adjusted for the Capital Reorganisation and the Bonus Share Issue
taken place in September 2002.
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Grantedon  Reallocation Lapsed  Oufstanding
September during the duringthe  of December
24,2002 period period 31, 2002 Exercisable period Exercise price
Before Affer After
Adjustment Adjustment Adjustment@

HKS HKS HKS

- - - - June 13,1996 - June 16, 2002 0.9460 30963 -

- - - 14,851,484" August 28, 1997 - August 30, 2003 0.5330 17445 15858

- - - 3,385,335* February 19, 1998 - February 21, 2004 0.2200 0720 0.6546

- - - 550,055 July 24,1998 - July 23, 2004 0.1083 03448 03132

- - - 7.405741* February 6, 2000 - February 10, 2006 0.1400 0.4582 04165

- - - 3,850,384 March 18, 2000 - March 21, 2006 0.3264 10683 09711

- - - 143,014 March 6, 2001 - March , 2007 0.1000 0.3273 0.2975

- (11,001,700)* - 2200220 June 29, 2001 - June 29, 2007 0.1000 0.3273 0.2975

- (19.251.925) - 39053905 September 14, 2001 - September 18, 2007 01000 03273 02975

- - - 550054 September 30, 2001 - September 29, 2007 0.1000 03273 0.2975

- - - 4,840,484 June 4, 2002 - June 3, 2008 - 01584 0.1440

16,928,000 (7.748,000)" - 9.180.000  Sepfember 24, 2002 - September 23, 2008 - - 0.1000
16,928,000 (36,001,025) - 86,000,676

3
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41. Share option schemes (confinued)

Outstanding at  Granted during Lapsed during
Scheme type Date of grant January 1, 2001 the year the year

1991 May 13, 1996 6,120,000
1991 July 28, 1997 27,000,000~
1991 January 19, 1998 6,100,000*
1991 June 10, 1998 1,000.000
1991 December 21, 1999 13,500,000~ - -
1991 February 11, 2000 7,000,000 - -
1991 January 18, 2001 - 23,960,000* 23,700,000*
1991 May 28, 2001 - 24,000,000 -
2001 August 10, 2001 - 106,000,000 -
2001 August 29, 2001 - 1,000,000* -
Grand Total: 60,720,000 154,960,000 23,700,000

* Share Options granted to Mr. Richard Man Fai LEE's spouse were included.

Total consideration received during the year from employees (including Directors) for taking up the
options granted is amounted to HKS$37 (2001: HKS30).

No charge is recognised in the income statement in respect of the value of options granted in the
year (2001: Nib).
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Outstanding at

December 31, 2001 Exercisabie period Exercise price
HKS
6,120,000 June 13, 1996 - June 16, 2002 0.9460
27,000,000 August 28, 1997 - August 30, 2003 0.5330
6,100,000~ February 19, 1998 - February 21, 2004 0.2200
1,000,000 July 24, 1998 ~ July 23, 2004 0.1063
13,500,000 * February 6, 2000 - February 10, 2006 0.1400
7,000,000 March 18, 2000 ~ March 21, 2006 0.3264
260,000 March 6, 2001 - March 5, 2007 0.1000
24,000,000 June 29, 2007 - June 29, 2007 0.1000
106,000,000 September 14, 2001 - September 18, 2007 0.1000
1,000,000 * September 30, 2001 - September 29, 2007 0.1000
191,980,000

3
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42. Principal subsidiaries

Percentage issued and
of equity fully paid
Place of interest share capital
incorporation/ attributable or registered
Name of subsidiary operation to the Group capital  Principa! activities
Direct subsidiary
Wo Kee Hong (BV.1) British Virgin 100.0 30,000 shares  Investment holding
Limited Islandis of USS0.07
each
Indirect subsidiaries
Auto Italio Limited Hong Kong 86.0 10,000 shares  Trading of cars and
of HKS10 related accessories
each and provision of car
repairing services
Bodyworld British Virgin 100.0 Ishare of  Trading brand holding
International Islands Us$1 ecch
B.V.1) Lid.
Cliven Pte Ltd Singapore 100.0 10 ordinary  Investment holding
shares of
881 each
Corich Enterprises British Virgin 100.0 100sharesof  Investment holding
Inc. Islands UsS1 ecch
East Wood Offshore British Virgin 100.0 Tshare of  Property investment
Ltd. Islands/PRC US$1 each
Eight Wonders British Virgin 100.0 1 share of  Property investment
Company Ltd. Islands/PRC US$1 each
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Percentage Issued and
of equity fully paid
Place of interest share capital
incorporation/ attributable or registered
Neme of subsidiary operation io the Group capital  Principal activities
Indirect subsidiaries (confinued)
Eloright Limited Hong Kong 100.0 2sharesof  Property leasing agent
HKS$1 each
Ever Rising Investments Hong Kong 100.0 2shares of  Property investment
Limited HKS$T each
Excellent Top Ltd. British Virgin 100.0 180,000  Trading brand holding
Islands/PRC shares of
UsS1 each
Flying Colours British Virgin 100.0 1share of  Property investment
Company Ltd. Isionds/PRC USS1 each
Full Moon Oversecs British Virgin 100.0 1 share of  Property investment
Limited Islands/PRC USS1 each
Haverest Moon British Virgin 100.0 1share of  Property investment
Holdings Ltd. Islands/PRC UsS1 each
ftalian Motors (Sales & Hong Kong 86.0 60,000 shares  Trading of cars and
Service) Limited of HK$10 related accessories
each and provision of car
repairing services
Jacobean Co. Lid. British Virgin 100.0 1share of  Property investment
Islands/PRC US$1 each
Locomotion Enterprises British Virgin 100.0 1 share of  Property investment
Ltd. Islands/PRC US$1 each
99
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42, Principal subsidiaries (confinued)

Percentage Issued and

of equity fully paid

Place of interest share capital
incorporation/ attributable or registered

Name of subsidiary operation to the Group capital  Principal activities

indirect subsidiaries (continued)

Macau Wo Kee Hong Macau 100.0 MOP10,000  Trading of audio-visual
Import & Export equipment, air-conditioning
Limited and refrigeration products

and providing repairs and
maintenance services for
air-conditioning equipment
and electronic appliances
Maiden Pink Limited British Virgin 100.0 1share of  Property investment
Islands/PRC USS1 each
Martview Limited Hong Kong 100.0 2shares of  Property holcing
HKS1 each

Mega Warehouse Hong Kong 100.0 2sharesof  Trading brand holding
Company Limited HKS1 each

Mega Warehouse Hong Kong 100.0 1,000,000 shares  Warehouse stores operation
(Hong Kong) Limited of HK$1 each

Metro Global Limited Hong Kong 100.0 2nonvoting  Investment holding

deferred shares
of HK$1 each
and 1,000
ordinary shares
of HKS1 each

Midfown Company British Virgin 100.0 1 share of  Property investment
Lid. Islands/PRC Us$1 each
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42. Principal subsidiaries (continued)

Percentage Issued and
of equity fully paid
Place of interest share capital
incorporation/ attributable or registered
Name of subsidiary operation to the Group capital  Principal activities
Indirect subsidiaries (confinued)
Most Advance British Virgin 100.0 1share of  Investment holding
International Ltd. Islands US$1 each
New Castle British Virgin 100.0 1share of  Property investment
Development Lid. slandis/PRC US$1 each
Number One British Virgin 100.0 1share of  Property investment
Enterprises Lid. Islands/PRC US$1 each
Rising Sun British Virgin 100.0 1share of  Property investment
Development Lid. lslands/PRC USS$1 each
Riverlily Enterprises British Virgin 1000 1share of  Property investment
Ltd. Islands/PRC Us$1 each
Rogers Internctional Bahamas 100.0 2sharesof  Trading brand holding
Umited USS$1 each
Shinwa Engineering Hong Kong 100.0 5,000,000  Investment holding
Company, Limited non-voting
deferred
shares of
HKS$1 each
and 2 ordinary
shares of
HKS$1 each
Sincere Overseqs Lid. British Virgin 100.0 1share of  Property investment
Islands/PRC USS1 each
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Percentage issued and
of equity fully paid
Place of inferest share capital
incorporation/ attributable or registered
Name of subsidiary operation to the Group capital  Principal activities
Indirect subsidiaries (cbnﬁnued)
Skyline Trading Ltd. Brifish Virgin 100.0 1share of  Property investment
Islands/PRC US$1 each
Stoneycroft Estates Hong Kong 100.0 20,000,000  Property investment
Limited non-voting
deferred
shares of
HKS1 each
and 1,000
ordinary shares
of HK$1 each
Technorient Limited Hong Kong 86.0 261,687 shares  Investment holding
of HK$100
each
Waterfront Company British Virgin 100.0 1share of  Property investment
Lid. Islands/PRC US$1 each
Wo Kee Hong Singapore 100.0 4,600,000  Distribution of home audio
Distribution Pte Ltd ordinary shares and car audio eguipment
of $§1 each and accessories
Wo Kee Hong Electronics  Malaysia 100.0 1,000,000  Distribution of audio-visual
Sdn. Bhd. ordinary shares  equipment
of M$1 each
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For the year ended December 31, 2002

Percenfage Issued and
of equity fuily paid
Place of interest share capital
incorporation/ attributable or registered
Name of subsidiary operation to the Group capital  Principal activities
Indirect subsidiaries (confinued)
Wo Kee Hong Finance Hong Kong 100.0 2sharesof  Finance and money lending
Limited HKS1 each
Wo Kee Hong Limited Hong Kong 100.0 10,000 non-  Investment holding and
voting distribution of audio-visuat
deferred equipment, car audio and
shares of electronic products, qir-
HK$1,000 conditioning and
each and 2 refrigeration products,
ordinary electrical appliances and
shares of electronic components
HK$1,000
each
Wo Kee Hong Singapore 93.5 5,000,000  Distrioution of air-conditioning
Professional shares of products
Air Conditioning $$1 each
Pte Lid
Wo Kee Hong Trading Malaysia 1000 4,200,000  Distribution and installation of
Sdn. Bhd. ordinary shares air-conditioning products
(Formerly known as of M$1 each
Wo Kee Hong
Professional
Air Conditioning
Sdn. Bhd.)
103
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42. Principal subsidiaries (confinued)

Percentage issued and

of equity fully paid

Place of interest share capital

incorporation/ attributable or regisiered

Name of subsidiary operation to the Group capitai

Principal activities

indirect subsidiaries (confinued)

Wo Kee Joyful Limited Hong Kong 2,000,000 shares

of HKS1 each

Wo Kee Services Hong Kong 100.0 2 non-voting

Limited deferred

shares of

HK$100 each

and 19,998

ordinary

shares of

HK$100 ecch

REMAMTAES PRC 1000 RMB1,000,000
BRLA

Company secretarial service

Provision of warehousing,
delivery, repairs and
maintenance services

Distribution of air-conditioning,
electrical and electronic
products

The above table lists the subsidiaries of the Company which, in the opinion of the Directors,

principally affect the results or assets of the Group. To give details of other subsidiaries would, in the

opinion of the Directors, result in particulars of excessive length.
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43. Principal associate

The following is the principal associate as at December 31, 2002:

Percentage Issued and
of equity fully paid
Place of interest share capital
Name of incorporation/ attributable or registered
company operation to the Group copital  Principal activities
Jin Ling Electrical PRC 500 RMB263,500,000  Manufacturing and
Company Limited tfrading of washing

machines
The above table lists the associate of the Group which, in the opinion of the Directors, principally

affects the results or assets of the Group. To give details of other associates would, in the opinion of
the Directors, result in particulars of excessive length.
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(A) Investment properiies

Address

Units B1 & B2 on G/F.,

Units B & C on 2/F.,

Unit B on 3/F.,

Units A-Hon 11/F.,

Units A-B on 12/F.,

Units A-G on 13/F.,

Units A-H on 14/F.,

Units A-H on 15/F,,

Units A-H on 14/F and carparks,
Wo Kee Hong Building,
585-609 Castle Peak Road,
Kwai Chung, New Territories
(K.C.T.L. No. 366 under

New Grant No, 5578.)

A piece of land with

an area of approximately 47,046m?2
at Jiling Vilage,

Lin Ping Management Areq,

Dai Ling Shan, Dongguan,
Guangdong Province, the PRC

Two pieces of land with respective
area of appreximately 25,450m2
and 4,440m2 in Yong Shun Wei,
Dong Fu Road,

He Ping Management Areq,

Dong Feng Town,

Zhongshan, Guangdong Province,
the PRC

Units A, Band C on level 24,
New Times Plaza,

No. 42 Wenwu Lu,

Xinhua Da Dao,

Qing Yang District,
Chengdu, the PRC

@ WO KEE HONG (HOLDINGS) LIMITED
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Existing use

industrial/
warehouse

Industrial/
commercial

iIndustrial

Commercial

Category
of lease

Medium-term lease

- Medium-term lease

Medium-term lecse

Medium-term lease

Percentage
Percentage
held by

the Group

100%

100%

100%

100%
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(A) Invesiment properiies (confinued)

Percentage
Percentage
Category held by

Address Exisling use of lease the Group

Units 14, 15 and 16 on level 10, Commercial Medium-term lecse 100%

Metro Plaza,

Nos. 183-187 Tianhe Road North,

Tianhe District,

Guangzhou, the PRC

Unit G, onlevel 26, Commercial Medium-term lease 100%

Guomao Piaza,

No. 71 Wusi Lu,

Gutou District,

Fuzhou Shi,

Fujian Province,

the PRC

(B) Properiies held for sale

Units 01, 04, 05 and 08 on 23/24th Floor, Commercial/ Medium-term lease 100%

Units 02, 03, 06 and 07 on 23rd Floor, residential

Units 01, 03, 06 and 08 on 27/28th Floor,

Units 02 and 07 on 27th Floor, and

Units 02 and 07 on 28th Floor,

Golden Bridge Mansion,

No. 2077 Yan'an Road West,

Honggiao District,

Shanghai, the PRC

Units 1903, 1905-1912, Commercial/ Medium-term lease 100%

1915-1918 on Level 19, residential

Bright China Chang An Building,

No. 7 Jion Guc Men Nei Avenue,

Dongcheng District,

Beijing, the PRC

Level 11, New Shanghai Commercial Medium-term lease 100%

Coenvention Plaza, No. 77
Futexiyi Road, Waigaoagiao
Free Trade Zone, Pudong
New Areq, Shanghai,

the PRC 107 WO KEE HONG (HOLDINGS) LIMITED @




@* Optio

- .

N

S
~ -~

()
\/

Information

“

Annual Report

The following table discloses movement in the Company's share options during the vear.

Eligible
persons

Mr. Wing Sum LEE

{Director)

Mr, Richard
Maon Fai LEE

(Director)

Scheme

fype

2001
2001

20

CGrantedon  Lapsed during
Date of grant Outstanding of Jonuary 1,2002  June 4, 2002 the period Outstanding at June 30, 2002
Before After Before After
Adjustment Adjustment? Adjustrent Adjusiment@
May 13, 199 2,760,000 1,380,000 - 1,380,000 - -
July 28,1997 12,500,000 6,250,000 - - 6,260,000 6875687
Jonucry 19, 1998 3,000,000 1,500,000 - - 1,500,000 1,650,168
December 21, 1999 6,500,000 3,200,000 - - 3,260,000 3,675,357
February 11, 2000 3,000,000 1,500,000 - - 1,500,000 1,650,165
August 10, 2001 35000000 17,500,000 - - 17,500,000 19,251,925
September 24, 2002 - - - - . -
62,760,000 31,380,000 - 1,380,000 30,000,000 33,003,299
May 13, 1996 2,760,000 1,380,000 - 1,360,000 - -
July 28,1997 13,500,000 6,750,000° - - 6,750,000" 142,742
January 19,1998 3,100,000 1,550,000° - - 1,680,000 1,705170°
June 10, 1998 1,000,000 500,000 - - 500,000 650,055
Decemper 21, 1999 6,700,000* 3.350,000° - - 3,350,000° 3,685,368
February 11, 2000 3,500,000 1,750,000 - - 1,750,000 1925192
May 28, 2001 4,000,000 2,000,000 - - 2,000,000 2200220
August 10, 2001 35,000,000 17,500,000 - - 17,500,000 19,251,926
August 29, 2001 500,000° 250,000* - - 250,000° a02r
Sepfember 24, 2002 - - - - - -
70,060,000 35,030,000 - 1,380,000 33,680,000 3701869
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Granted on
Seplember
24, 2002

224,000

Reallocation
during the
period

lopsed
during the
period

Outstanding
at December
31,2002

6,875,687
1,680,166
3,875,357
1650165
19251925

224000

224,000

3322199

7,748,000

142,142
1.705,170°
550,05
3,685,368
1,925,192
2,200,220
19,251,925
25027

7,748,000

44,766,699

Annual Report

Exercisable period

June 17,1996 - June 16, 2002

August 31, 1997 - August 30, 2003
February 22, 1998 - February 21, 2004
February 11, 2000 - Februcry 10, 2006
March 21, 2000 - March 20, 2006
September 16, 2001 - September 15, 2007

September 24, 2002 - Sepfember 23, 2008

June 13,1996 - June 12, 2002

August 28, 1997 - August 27, 2003
Feloruary 19, 1998 - February 18, 2004

July 24,1998 - July 23, 2004

February 7, 2000 - February 6, 2006
March 18, 2000 - March 17, 2005

June 29, 2001 - June 28, 2007

September 16, 2001 - September 15, 2007
Septernber 30, 2001 - September 29, 2007

September 24, 2002 - September 23, 2008

109

Before
Adjusiment
HKS

0.9460
0.5330
02200
0.1400

0.3264

0.9460
0.5330
0.2200
01053
0.1400
03264
0.3000
01000

0.1000

- ~

Share Op’rio&\h |nfdrm@

@

Exercise price
After
Adjustment
HKS

3.0963
1.7445
07201
0.4562
10683

0.3273

30963
1.7445
0.7201
0.3446
0.4562
1.0683
0.3273
0.3273

0.3273

After
Adjustment@
HKS

1.5856
0.6546
04165
09m
02975

0.1000

15856
0.6546
03132
04165
097n
0.2975
02975
0.2975

0.1000
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Bligible
persons

Mr. Sammy Chi Chung
SUEN (Director)

Ms. Kam Har YUE

(Director)

Mr, Barry John
BUTTIFANT **

(Ex-Director)

Mr. Jeff Man Bun
LEE (Director)

M. Raymond Cho
Min LEE (Director)

Mr. Boon Seng
TAN (Director)

Total:

Scheme

fype

191
1991

1991
2000
2002
2002

2000

2002

1991
2002
2002

2002
2002

2002
202

Date of grant

July 28,1697
December 21, 1999
February 11, 2000
January 18, 2001
August 10, 2001
June 4, 2002
September 24, 2002

August 29, 2001

May 28, 2001
August 10, 2001
September 24, 2002

May 13, 1996
June 4, 2002
September 24, 2002

June 4, 2002
September 24, 2002

Jung 4, 2002
September 24, 2002

@ WO KEE HONG (HOLDINGS) LIMITED
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Granfedon  Lapsed during

Ouistanding at January 1, 2002 June 4, 2002 the period Ouistanding at June 30, 2002

Before Affer Before Affer
Adjustment Adjustment? Adiustment Adjustment@

1,000,000 500,000 - - 500,000 550,005

300,000 150,000 - - 150,000 165016

500,000 250,000 - - 250,000 215027

260,000 130,000 - - 130,000 143,014

1,000,000 500,000 - - 500,000 550,055

- - 2,000,000 - 2,000,000 2200220

3,060,000 1,530,000 2,000,000 - 3,530,000 3,883,387

500,000 250,000 - 250,000 25027

20,000,000 10,000,000 - - 10,000,000 11,007,100

35,000,000 17,500,000 - - 17,500,000 19,251,925

55,000,000 27,500,000 - - 27,500,000 30,253,025

600,000 300,000 - 300,000 - -

- - 1,000,000 - 1,000,000 1,100,110

600,000 300,000 1,000,000 300,000 1,000,000 1,100,110

- - 700,000 - 700,000 770,077

- - 700,000 - 700,000 710,077

- - 700,000 - 700,000 770,077

- - 700,000 - 700,000 770,077

191,980,000 95,990,000 4,400,000 3,060,000 97,330,000 107,073,701
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Granted on Reallocation Lapsed Outstanding
Seplember during the during the af December
24,2002 period period 31,2002
- - - 550,055

- - - 166,016

- - - 275027

- - - 143014

- - - 550,055

- - 2200220

700,000 - - 700,000
700,000 - - 4,583,367

- - - 27500

- (11.001,100) - -

- (19.251,925) - -
7,748,000 (7,748.000) - -
7,748,000 {36,001,020) - -
- - - L 1.10010
500,000 - - 500,000
500000 - - 1,600,110

B - - 770077

4000 - - 4000
4000 - - 774077

- - - 70077

4,000 - - 4000
4,000 - - 714077
16928000 (38,001,025) - 86,000,676

Annual Report

Exercisable period

August 31, 1997 - August 30, 2003
Febiuary 6, 2000 - February §, 2006
March 22, 2000 - March 21, 2006

March 6, 2001 - March &, 2007
September 19, 2001 - September 18, 2007
June 4, 2002 - June 3, 2008

September 24, 2002 - September 23, 2008

Septernber 30, 2001 - Septemnber 29, 2007

June 30, 2001 - June 29, 2007
September 14, 2001 - September 13, 2007
Sepfember 24, 2002 - September 23, 2006

Jung 14,1694 - June 13, 2002
June 4, 2002 - June 3, 2008
September 24, 2002 - September 23, 2008

June 4, 2002 - Jung 3, 2008
September 24, 2002 - September 23, 2008

June 4, 2002 - June 3, 2008
September 24, 2002 - September 23, 2008

IR

-

~

¥
e

Before
Adjustment
HKS

05330
0.1400
0.3264
0.1000
(.1000

0.1000

0.1000
0.1000

09460
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Exercise price
After
Adjustmentt
HKS

1.7445
04582
10683
0.3273
03273
0.1564

0.3273

03213
0.3273

30963
0.1584

0.1584

0,168

After
Adjustment@
HKS

1.5858
0.4165
09711
02975
02975

02975

02975
0.2975
0.1000
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Higible Scheme Granfedon  Lapsed during

persons Date of grant QOutstanding at January 1, 2002 June 4, 2002 the period Outstanding af June 30, 2002
Before After Before Affer
Adlustment Adjustment* Adjustment Adjusiment@

Confinuous confract Moy 13, 1996 5,198,400 2509200 2,599,200 -
employess July 28,1997 3,000,000 1,500,000 500,000 1,000,000 110010
Jonuary 19, 1998 2214000 1,107,000 223,000 884,000 972482
December 21, 1999 1,848,000 924000 252500 671,500 738,69
Februory 11, 2000 1,330,000 665,000 500,000 165,000 181817
September §, 2000 3,000,000 1,500,000 - 1,500,000 1,650,165

January 18, 2001 20000 100,000 100,000 - -
1991 May 28, 2001 - - - - - -

16,790,400 8395200 - 4174700 4220500 4642970

2001 August 10, 2001 - - - - - -

200 August 29, 2001 3,700,000 1,850,000 - 100,000 1,750.000 1,925,188

200 November 23, 2001 1,000,000 500,000 - - 500000 550,085

4700000 2,350,000 - 100,000 2,250,000 2475243

202 June 4, 2002 - - 22,750,000 - 22,750,000 25,001,497

2002 September 24, 2002 - - - - - -

- - 22,750,000 - 22,750,000 26,027,497

Total 21,490,400 10,745,200 22,750,000 4274700 29,220,500 32145710
Grand Totdl 21347040 106,735,200 27,150,000 7334700 126,550,500 139.219.41

* Share Options granted to Mr. Richard Man Fai LEE’s spouse were included.
> Mr. Barry John BUTTIFANT was an executive Director of the Company and resigned on November 7, 2002.

The share options granted to him before his resignation were therefore reallocated to Share Options granted to
“Continuous Contract Employees”.

# The number of Share Options granted under 1991 and 2001 Schemes and ftheir respective subscription prices
have been adjusted for the Capital Reorganisation and the Rights Issue with the Bonus Share Issue taken place
in March and April 2002 respectively.

@ The number of Share Options granted under 1921, 2001 and 2002 Schemes and their respective subscription
prices have been adjusted for the Capital Reorganisation and the Bonus Share Issue taken place in September
2002,
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Granted on Reallocation Lapsed Outstanding
September during the duringthe  af December
24,2002 period period 31,2002

- - - 1,100,110

- - 2002 950,480

- - 14300 724,39

- - 181517

- - - 1,650,165

- 11,001,100 - 11,001,100

- 11,001,100 36,302 15,607,768

- 19,251,925 19.251.925

- - - 1,925,188

- - 550,056

- 19,251,925 - 21,727,168

- - - 26007497

- 7748000 - 7,748,000

- 7,748,000 - 32,776,497

- 38,001,025 36,302 70110433
16,928,000 156,111,109

Share Opflon Infor

Annual Report

Exercisable period

June 14,1996 - June 30, 2002

August 29, 1997 - September 10, 2003
February 20, 1998 - March 12, 2004
February 1, 2000 - March 21, 2006
March 18, 2000 - Morch 21, 2006
November 5, 2000 - Noverber 4, 2006
March 15, 2001 - March 14, 2007
June 30, 2001 - June 29, 2007

September 14, 2001 - September 13, 2007
September 30, 2001 - September 30, 2007
December 23, 2001 - December 22, 2007

June 4, 2002 - June 3, 2008
September 24, 2002 - September 23, 2008

113

Before
Adjustment
HKS

0.9460
0.5330
0.2200

0.1000

=

| \

N

Exercise price
After
Adjustmenté
HKS

30963
1.7445
g7
0.4582
10683
0.4625
03273
03273

03273
03273
0.3273

0.1584

it

After
Adiustment@
HKS

15858
0.6626
0.4165
Qo7
0.4204
02975
0.2975

0.2975
0.2975
0.2975

01440
0.1000
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The closing price of the Company’s shares immediately before the dates of grant on June 4, 2002 and
September 24, 2002 were HKS0.139 and HKS$0.085 respectively.

The fair values of the options granted in the current year measured as at the dates of grant on June 4,
2002 and September 24, 2002 were HK$0.098 and HK$0.070 per option respectively. The following
significant assumptions were used to derive the fair value using the Black-Scholes option pricing model:

Date of grant June 4, 2002 September 24, 2002
Expected life of options 6 years 6 years
Expected volaftility based on historical volatility of share prices 92% 102%
Expected annual dividend yield Nil Nil
Hong Kong Exchange Fund Notes rate 5.05% 3.41%

For the purposes of the calculation of fair value, no adjustment has been made in respect of options
expected 1o be forfeited due 1o lack of historical data.

The Black-Scholes option pricing mode! requires the input of highly subjective assumptions, including the
volatility of share price. Because changes in subjective input assumptions can materially affect the fair
value estimate, in the Directors” opinion, the existing model does not necessarily provide a reliable single
measure of the fair value of the share options.
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WO KEE HONG (HOLDINGS) LIMITED

(Incorporafed in Bermuda with limited liability)

NOTICE IS HEREBY GIVEN that the 2003 Annual General Meeting of the Company will be held at
Fanling Room, 30th Floor, Kowloon Panda Hotel, 3 Tsuen Wah Street, Tsuen Wan, New Territories, Hong

Kong on Tuesday, May 6, 2003 at 12:00 noon for the following purposes:

1. To receive and consider the Financial Statements and the Reports of the Directors and Auditors for
the year ended December 31, 2002.

2. To re-elect Directors and authorise the Board of Directors to fix their fees.

3. Tore-appoint Messrs. Deloifte Touche Tohmatsu to be the auditors and authorise the Directors to fix

their remuneration.

By Order of the Board
Phyllis NG

Company Secretary
Hong Kong., March 27, 2003

Notes:

(M Any member of the Company entitled to attend and vote at the meeting is entitled to appoint one or more
proxies to attend and, on a poll, to vote instead of him. A proxy need not be a member of the Company.

(2> Where there are joint registered holders of any Share, any one such persons may vote at the meeting, either
persondlly or by proxy, in respect of such Share as if he were solely entitled thereto; but if more than one of
such joint holders be present at the meeting personaily or by proxy, that one of the said persons so present
whose name stands first on the register of members of the Company in respect of such Shares shall clone be
entitled to vote in respect thereof.
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(3) To be valid, a form of proxy, together with the power of afforney or other authority, if any, under which it is
signed or a notarially certified copy of that power or authority, must be deposited at the Company’s principal
office at 10th Foor, Block A, Wo Kee Hong Building, 585-609 Castle Peak Road, Kwai Chung, New Territories,
Hong Kong not less than 48 hours before the time appointed for holding the meeting or adjourned meeting.
Completion and return of the form of proxy will not preclude shareholders from aftending the meeting and
voling in person.
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REERNEARBRERS (DA EZE - XANBER-FE-_FAA-TER) JIZARERMKS
B R REH0.1397T R AEH0.0855T -

RAFERHELEARESH (DA ZZ_FAANEER ST _FAATOBA) ZEBEXRBRELT
B 5 R AEB008T RBEKCO/OT - AN « FREMECERAFELFERDMATIHEARR -

BHBE R —fAMNE —EE-f£hAZ+MmMA
BARAREZ2EHES OF 6F
BEATREREETZER 92% 102%
EHTERERG X i i
BEIEESESEER 5.05% 3.41%

M EAFEMS  UBEHAXRREETHEMBAREWIRZELABEFELTE

BAR « TR PETEEAENAREIBEZER  BRERERE mARABTIEBERRZEPIEARE
BRNTEZAHEY HEERARAGEARVEUERERTERARBEZIAFE -

114 MR M) TR A



RZ88ZE
&AL HOEY RHES R-SEE-R-BRRIE XANERY RIBBZERAZHRRKITHE
EEL RS 2 AEike

~AARERATZR 5,198,400 2,599,200 2,599.200 - -

“hAtELAZTAR 3,000,000 1,400,000 500000 1,000,000 1,100,110
“AL—E AAAE-ATAE 2214000 1,107,000 - 223,000 864,000 972,482
“AM-E CAMAETZAZT-H 1,848,000 924,000 - 252,500 671,500 138,69
“AA-E ZERTE_J+-H 1,330,000 665,000 - 500,000 165,000 181,517
-Ah-% “ZEEENRNE 3,000,000 1,800,000 - - 1,500,000 1,650,165
-A-E ZER-E-FT/IE 200000 100,000 - 100,000 - -

-M—E ZFE-FIAZTAE - - - - - -

16,790,400 8,395,200 - 4,174,700 4220500 4642970

Z35-% Z53-F/IF+R - - - - - -

ZE5-F ZEE-ZNAZTAA 3,700,000 1,850,000 - 100,000 1,750,000 1925188

Z3%-% ZFF-5+-A-1=H 1,000,000 500,000 - - 500,000 550,095

4,700,000 2,350,000 - 100,000 2250000 2475243

Z332F ZTTZERAMRA - - 2,750,000 - 22,750,000 25,007,497

RE2f CREZEAACTRE - - - - - -

- - 22,750,000 - 22,750,000 25,007,497

B 21,490,400 10,745,200 22,750,000 4,274,700 29,220,500 32145710
EHE 213470400 106,735,200 27,150,000 7,334,700 126,550,500 13921941

* BREETENELEZEBZERRRE -
“*  Barny JOhnBUTTIFANTA A B EA AR ZHITEE W_EZE_F+—F+EHHHT -
REBTICELZEARRERNETSPEIBRTIBREANERI 2ELRBE -

# BE-NN-FEE_ZT-FHERNZEBERRERE  URSEZRBEEERSAIN_ZR_F=-ARE
BRBRz2BRABERERBLBRBITIEHRE -

@ BE-NAFHE —FTT-FHER_FT-FFUFLIELERBERE URZIZ2RBEDCUR_ZE
TENATRIBRAEERARBITELEE -
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BREH RZ+-R
28 LS RETHE

- - 1100110

- 200 950480

- 1430 7243

- - 181517

- - 1650165
11,001,100 - 11001100
11001100 B 15800768
1925192 - 1025192
- - 192,168

- - 550055
19251925 - 08
- - B0
7,460 - 172800
1,480 - RTER
B0 B 011043
- 3L 1%L

“ARFAATRAZECEE
“ANEEAAZTA
“AANEZRCTRE-EEMFZ

-232425-R%

o

0.1000
0.1000

0.3273
03273
03273

0.1584

02975
02975
0.2975

0.1440
0.1000
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it Jak-
HHER BHEH R-BE_5-f-BR#FF XAMBEH ZEBCERBETHRRAE
HEY Bk BEE BEEO

~ANEECRZTAE 1,000000 500,000 600,000 550,055
“AANETZAZT-H 300,000 150,000 180,000 165,016
500,000 250,000 200,000 275027

IZE-E-F1N0 260,000 130,000 - 130,000 143014
1,000,000 500,000 - 500,000 550055

- - 2,000,000 2,000,000 2200220

3,060,000 1,530,000 2,000,000 - 3,530,000 3,883,387

#8Exr  ZEE-£ CZFER-ENRIAR 500,000 250,000 - - 250,000 205027
(%)

BaryJonn  —AA-F ZBE-ERf-iNA 20,000,000 10,000,000 - - 10,000,000 11,001,100
BUTFANT ZZ%-% ZFE-§/\fTH 35,000,000 17,500000 - - 17,500,000 19,261,928
(§ig¥) -FF-F -FIE-FAR-tMA - - - - - -

55,000,000 27,500,000 - - 27,500,000 30,263,025

FxWAEE -AA-§ -AAAERATZR 600,000 300,000 - 300,000 - -

(%) ZFE-E CERIESAMEE - - 1,000,000 - 1,000,000 100,110
ZF%2%5 CEZEARCTME - - - - - -
600,000 300,000 1,000,000 300,000 1,000,000 1,100,110

ZER%E  ZS%2F ZREIE5ABA - - 700,000 - 700,000 770,077

(88)  -F%-f ZZRZEAA-TER - - - - - -
- - 700,000 - 700,000 770,077

EXEst ZEE-E -FTCIEAAREA - - 700,000 - 700,000 770077
(8%) -%%-f -EZ-fhf-tmB - - _ _ _ ~
- - 700,000 - 700,000 770,077
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