Report of the Directors
EEEHRE

The directors present their annual report and the audited financial
statements for the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its subsidiaries are set out in note 27 to the financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2004 are
set out in the consolidated income statement on page 25 of the
annual report.

No interim dividend was paid to the shareholders during the year.
The directors do not recommend the payment of a final dividend in
respect of the year ended 31 December 2004.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements during the year in the property, plant and
equipment of the Group and the Company are set out in note 12 to
the financial statements.

INVESTMENT PROPERTIES

Details of the investment properties of the Group are set out in
note 13 to the financial statements.

PURCHASES, SALES OR REDEMPTION OF LISTED SECURITIES

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

SHARE OPTION SCHEME

Details of share option scheme of the Company are set out in note
20 to the financial statements.

As at the date of this report, the total number of securities available
for issue under the existing share option scheme is 169,986,000
shares, representing 10% of the issued share capital of the Company.

No option has been granted by the Company since the adoption of
the option scheme.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

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

Executive directors:

Lao Seng Peng
(Chairman)
Cai Wei Min
Yeh Tung Ming
Wong Kin Ping

Independent non-executive directors:

Sun Juyi

Jiang Ming Le
Lam Ming Yung
Chan Sai Kuai

(resigned on 30 September 2004)
(appointed on 30 September 2004)

In accordance with the provisions of the Company’s Articles of
Association, Messrs. Cai Wei Min, Sun Juyi and Chan Sai Kuai will
retire at the forthcoming annual general meeting and, being eligible,
offer themselves for re-election.

Each of the executive directors has entered into a service agreement
with the Company under which they are to act as executive directors
for an initial term of three years commencing from their respective
dates of appointment and shall continue thereafter until terminated
by either party giving to the other not less than six calendar months’
notice in writing. All executive directors are also entitled to a
discretionary bonus calculated as a percentage of the audited
consolidated profit of the Group attributable to shareholders of the
Company whenever for each year the audited consolidated net profit
of the Group after taxation and minority interests but before
extraordinary and exceptional items and before payment of the total
directors’ bonus payable exceeds HK$60 million. The percentage
shall be determined by the board of directors but in any case the
aggregate amount payable in each financial year to all executive
directors of the Company shall not exceed 6% of such profit.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS (Continued)

Each of the independent non-executive Directors was appointed for
a period of one year commencing from their respective appointment
date and, shall continue thereafter for successive terms of one year
until terminated by either party with six months’ notice in writing
served to the other side.

Save as disclosed above, none of the directors being proposed for
re-election at the forthcoming annual general meeting has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2004, the interests of the directors and chief
executive and their associates in the shares, underlying shares or
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")) which are required (a) to be notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they are taken or deemed to have
(b) to be recorded in the
register required to be kept pursuant to section 352 of the SFO; or

under such provisions of the SFO); or
(c) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies to be notified to the Company and

the Stock Exchange were as follows:

Long positions in the shares of the Company

Name of director Capacity

EEgA 5%

Lao Seng Peng (“Mr. Lao")
BT (181554

Held by controlled corporation
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES (Continued)

Note:  These shares are held by Best Today Investments Limited (“Best
Today”), a company incorporated in the British Virgin Islands and
wholly owned by Mr. Lao. Mr. Lao was deemed to have interests in
the shares of the Company by virtue of being the legal and beneficial
owner of the entire issued share capital of Best Today.

Other than as disclosed above, none of the directors or chief
executive or any of their associates had any relevant interests or
short positions in any shares, underlying shares or debentures of
the Company or any of its associated corporations as at 31 December
2004.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, its holding company,
or any of its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contracts of significance, to which the Company, its holding
company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2004, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
showed that, other than the interests disclosed above in respect of
the directors and chief executive, the Company has not been notified
of any other interests representing 5% or more of the Company’s
issued share capital as at 31 December 2004.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group accounted
for about 50% of the turnover of the Group and the largest customer
accounted for about 17% of the total turnover.

The five largest suppliers of the Group in aggregate accounted for
about 100% of its operating costs for the year. Purchases from the
largest supplier accounted for about 95% of its operating costs.

At no time during the year did a director, an associate of a director,
or a shareholder of the Company (which to the knowledge of the
directors own more than 5% of the Company’s share capital) has
any interest in any of the Group’s five largest customers or suppliers
for the financial year ended 31 December 2004.

All transactions between the Group and its customers were carried
out on normal commercial terms.

RETIREMENT BENEFIT SCHEMES

The Group strictly complies with the Mandatory Provident Fund
Ordinance in making mandatory contributions for its staff in Hong
Kong and staff retirement fund for those staff in the People’s Republic
of China.

CORPORATE GOVERNANCE

The Company has complied throughout the year with the Code of
Best Practice as set out in Appendix 14 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”).

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard set out in Appendix 10 to the Listing Rules (the “Model
Code"). Having made specific enquiry of all directors, all directors
confirmed they have complied with the required standard set out in
the Model Code and the code of conduct regarding securities
transactions by directors adopted by the Company.

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the independent non-executive directors are independent.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association, or the laws of the Cayman Islands, which
oblige the Company to offer new shares on pro-rata basis to existing
shareholders.

COMPETING INTERESTS

None of the directors of the Company and their respective associates
(as defined in the Listing Rules) had an interest in a business which
competes or may compete with the business of the Group.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set out by
the board of directors on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided by
the board of directors, having regard to the Company’s operating
results, individual performance and comparable market statistics.
The Company has adopted a share option scheme as an incentive to
directors and eligible employees, details of the scheme is set out in
note 20 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2004.

POST BALANCE SHEET EVENT

Details of a balance sheet event are disclosed in note 29 to the
financial statements.

AUDITORS

A resolution will be submitted to the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

On behalf of the Board

LAO SENG PENG
Chairman

21 April 2005
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