REPORT OF THE DIRECTORS |
EFERSEE




25

HKEEFEBERL2A

REPORT OF THE DIRECTORS
EFERSEE

The directors have pleasure in submitting their
annual report together with the audited financial
statements for the year ended 31 December 2004.

PRINCIPAL ACTIVITIES

The principal activities of the Company are the
manufacture and sale of electronic components.
The principal activities and other particulars of the
subsidiary is set out in note 13 on the financial
statements.

The analysis of the principal activities and
geographical locations of the operations of the
Company and its subsidiary (the “Group”) during
the financial year are set out in note 11 on the
financial statements.

MAJOR CUSTOMERS AND
SUPPLIERS

The information in respect of the Group’s sales and
purchases attributable to the major customers and
suppliers respectively during the financial year is
as follows:

Percentage of the
Group’s total

Sales Purchases
The largest customer 22%
Five largest customers in aggregate 64%
The largest supplier 26%
Five largest suppliers in aggregate 54%
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Kwang Sung Electronics Co., Ltd. (“Kwang Sung
Korea”), which is a major shareholder of the
Company and beneficially owned by certain
directors and their associates, is one of the five
largest customers and suppliers of the Group.
Further details are set out in the sections “Directors’
interests in contracts” and “Connected
transactions” in the directors’ report.

Save as disclosed above, at no time during the year
have the directors, their associates or any
shareholder of the Company (which to the
knowledge of the directors owns more than 5% of
the Company’s share capital) had any interest in
these major customers and suppliers.

FINANCIAL STATEMENTS

The profit of the Group for the year ended
31 December 2004 and the state of the Company’s
and the Group’s affairs as at that date are set out
in the financial statements on pages 45 to 85.

An interim dividend of HK$0.024 (2003: HK$ Nil)
per share was paid on 15 October 2004. The
directors now recommend the payment of a final
dividend of HK$0.014 (2003: HK$0.055) per share
in respect of the year ended 31 December 2004.

RESERVES

Details of movements in reserves of the Company
and the Group during the year are set out in
note 22 on the financial statements.

FIXED ASSETS

Details of movements in fixed assets during the
year are set out in note 12 on the financial
statements.

SHARE CAPITAL

Details of movements in share capital of the
Company during the year, together with the reasons
therefor, are set out in note 21 on the financial
statements.
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DIRECTORS

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

Executive directors

Mr. Yang Jai Sung
(resigned as Chairman on 23 March 2005)
Mr. Kim Sun Cheol
Mr. Woo Nam Jin
(appointed on 5 May 2004)
Mr. Lee Byung Kwan
(resigned on 1 January 2005)

Non-executive director

Mr. Yang Ho Sung
(appointed as Chairman on 23 March 2005)

Independent non-executive directors

Dr. Kim Chung Kweon
Dr. Han Byung Joon
Mr. Kim Chan Su
(appointed on 16 September 2004)

HKEEFEBERL2A

In accordance with article 101 of the Company’s
articles of association, to be amended in responding
to change of rules and regulations, Mr. Yang Jai Sung
and Mr. Yang Ho Sung retire from the board by
rotation at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

Pursuant to article 92 of the Company’s articles of
association, to be amended in responding to change
of rules and regulations, Mr. Woo Nam Jin and Mr.
Kim Chan Su, newly appointed directors, will be
also eligible for re-election at the meeting.

DIRECTORS’ SERVICE
CONTRACTS

The appointment of Dr. Kim Chung Kweon and Dr.
Han Byung Joon, the independent non-executive
directors, has been renewed by the board of
directors for a further term of two years
commencing 11 October 2004.

Mr. Kim Chan Su, the independent non-executive
director, was appointed by the board of directors
on 16 September 2004 for a fixed term to 10
October 2006.
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The appointment of Mr. Yang Ho Sung, the non-
executive director, has been renewed by the board
of directors for a further term of two years
commencing on 1 March 2005.

No director proposed for re-election at the
forthcoming annual general meeting has an
unexpired service contract which is not
determinable by the Company or its subsidiary
within one year without payment of compensation,
other than normal statutory obligations.

KWANG SUNG ELECTRONICS H.K. CO. LIMITED

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

The interests and short positions of the directors
and chief executive of the Company, who held office
at 31 December 2004, in the shares, underlying
shares and debentures of the Company or any of
its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance
(“SFO")) which are required 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 and short positions which they are deemed
or taken to have under such provisions of the SFO,
or which are required, pursuant to section 352 of
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the SFO to be entered in the register referred to
therein, or which are required to be notified to the
Company and the Stock Exchange pursuant to the

(i) Interests in issued shares

HKEEFEBERL2A

Model Code for Securities Transactions by Directors
of Listed Companies (collectively “discloseable
interests”) are as follows:

Ordinary shares of HK$0.1 each

Interest of Total % of
Beneficial controlled Equity number of total
owner  corporations derivatives shares held issued shares
(note 2)
The Company
— Mr. Yang Jai Sung 111,286,057 94,713,943 - 206,000,000 65.75%
(note 1)
— Mr. Kim Sun Cheol 698,000 - 1,000,000 1,698,000 0.54%
— Mr. Lee Byung Kwan - - 1,000,000 1,000,000 0.32%
— Mr. Woo Nam Jin - - 1,000,000 1,000,000 0.32%

Notes:

(1) Mr. Yang Jai Sung and his relatives are interested
in 79.5% of the issued share capital of Kwang
Sung Korea and therefore Mr. Yang Jai Sung is
deemed or taken to be interested in these
ordinary shares which are beneficially owned by
Kwang Sung Korea for the purpose of the SFO.

(2) These represented interests of options granted to
directors under the share option scheme to
subscribe for shares of the Company. Further
details are set out in the section “Share option
scheme” below.
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(ii) Interests in underlying shares

The directors and chief executive of the
Company have been granted options under the
Company’s share option scheme, details of
which are set out in the section “Share option
scheme” below.

Save as disclosed above, at 31 December 2004,
none of the directors and chief executive of the
Company or any of their spouses or children
under eighteen years of age had any
discloseable interests.

SHARE OPTION SCHEME

The Company has a share option scheme which
was adopted on 16 June 2003 whereby the
directors of the Company are authorised, at their
discretion, to invite employees of the Group,
including directors of any Company in the Group,
advisors and consultants, to take up options to
subscribe for shares of the Company. The purpose
of this scheme is to provide incentives and rewards
to employees and eligible persons for their
contributions to the Group. The share option

scheme shall be valid and effective for a period of
ten years ending on 15 June 2013, after which no
further options can be granted. The exercise price
of options is the highest of (i) the nominal value of
the shares; (ii) the closing price of the shares on
the Stock Exchange on the date of grant; and (iii)
the average closing price of the shares on the Stock
Exchange for the five business days immediately
preceding the date of grant. The options are
exercisable progressively between one to three years
from the date of grant and will expire at the end of
a period to be notified by the board to each option-
holder upon the grant of option, such period not to
exceed ten years from the date of grant.

The maximum number of shares which may be
issued upon the exercise of all outstanding options
granted and yet to be exercised under the share
option scheme shall not exceed 30% of the issued
share capital of the Company from time to time.
Subject always to the above overall limit, the
directors may grant options under the share option
scheme, generally and without further authority, in
respect of such number of shares which may be
issued upon exercise of all options to be granted
under the share option scheme not exceeding 10%

(i) E BA B 10 FE 2

RBEADR] 2 BRETE - AR ZERRT
BARCDERTERE  EEFBHNTX
[ERCHERT &) — /0 -

BEXHEEN  R_EEOF+ -_A=+—
A BEARRZEERITREHRKE ZE
BT NRAT FLEEERATRERS -

BREE

ARARERZZBZE=ZF AT ABRMA-EBKR
RS - Bt ARFZEZEERENBERAS
B EE (BEAKREEMNARZES)  EBERAK
HAANRHENTRBARRAR D 2 EREZRE
oS ERAREBEFHERMZEREREE
BALREER R - BRESEBREE

ANNUAL REPORT

F-=FNATHABLTFR-—BEERRER
HEHNSHREEMBEAE - BREITEE
RTNZHZzREE - (VRHZEE  (HWRELE
HER D R R A2 W E - RGDREEERHA
M A EEERRNRERMZFHRTE - B
R mE L AR - FE=FRNELTE
THANESERHBRERBASBREREA
ZHMKERER  EZXEHERTUBHREA
HIEET + 4 o

RITEMA REBRER 818 &R HERTTERER
BRAREERTZRNERERZ T EEBARA
IREBEBETRAZI0% E—BHETIALERE
ZERT BEEgAE-REITBEE - FPEE
BRTREERE - RO E RRITERE
BRES B ZMARRERAREITZRE  H
PEBARBAN-_ZEEZ=F+ANA (AIARRARK

2004



31

of the issued share capital of the Company as at
4 July 2003, being the date on which the
Company’s shares were listed on the Main Board of
the Stock Exchange. For the purpose of calculating
the above, options lapsed in accordance with the
share option scheme shall not be counted.

The total number of ordinary shares available for
issue under the share option scheme as at
31 December 2004 was 30,000,000 shares
(including options for 21,900,000 shares that have
been granted but not yet lapsed or exercised) which
represented 9.58% of the issued share capital of
the Company at 31 December 2004. In respect of
the maximum entitlement of each participant under
the scheme, the total number of ordinary shares

No. of options
outstanding at
the beginning

of the year

No. of options
outstanding at
the year end

Executive directors
- Mr. Kim Sun Cheol

1,000,000 1,000,000

HKEEFEBERL2A

issued and to be issued upon exercise of the
options granted to each participant (including both
exercised, cancelled and outstanding options) in
any 12-month period shall not exceed 1% of the
Company’s ordinary shares in issue, unless
approved by the shareholders in general meeting.

At 31 December 2004, the directors and employees
of the Group and certain eligible persons had the
following interests in options to subscribe for shares
of the Company (market value per share at
31 December 2004 is HK$1.00) granted at nominal
consideration under the share option scheme of
the Company. The options are unlisted. Each option
gives the holder the right to subscribe for one
ordinary share of HK$0.1 each of the Company.

Period during Exercise Market value

Date of which options price  per share at
grant  are exercisahle per share date of grant
7 July 2003 1 July 2004 to  HK$1.294 HK$1.25

30 June 2008
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No. of options

outstanding at  No. of options Period during Exercise  Market value

the beginning  outstanding at Date of which options price per share at

of the year  the year end grant are exercisable per share  date of grant

- Mr. Lee Byung Kwan 1,000,000 1,000,000 7 July 2003 1 July 2004 to HK$1.294 HK$1.25
(Note 3) 30 June 2008

- Mr. Woo Nam Jin - 1,000,000 6 May 2004 1 May 2005 to HK$1.666 HK$1.63
30 April 2009

Employees 10,000,000 10,000,000 7 July 2003 1 July 2004 to HK$1.294 HK$1.25
30 June 2008

Other eligible persons 8,900,000 8,900,000 7 July 2003 1 July 2004 to HK$1.294 HK$1.25
30 June 2008

Notes:

(1) The options granted to the directors are registered (2) The maximum percentage of the share options being
under the names of the directors who are also the exercisable is determined in stages as follows:
beneficial owners.

On or after 1st year anniversary 30%
On or after 2nd year anniversary another 30%
On or after 3rd year anniversary another 40%
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(3) Pursuant to the terms of the share option scheme,
any unexercised share options granted to employees,
including directors, will lapse three months after their
cessation of employment. Subsequent to the year end
and as of the date of this report, 1,000,000 share
options granted to Mr. Lee Byung Kwan lapsed
effective 31 March 2005.

The closing price of the share of the Company
immediately before the date on which the share

Risk-free interest rate
Expected life

Annualised volatility
Expected dividend per share

The Black-Scholes option pricing model was
developed for use in estimating the fair value of
traded options that have no vesting restrictions and
are fully transferable. In addition, such option
pricing model requires input of highly subjective
assumptions, including the expected stock price
volatility. Because the Company’s share options
have characteristics significantly different from

HKEEFEBERL2A

options were granted on 6 May 2004 was HK$1.66.
The share options granted are not recognised in
the financial statements until they are exercised.
The weighted average value per option granted in
2004 and 2003 estimated at the date of grant using
the Black-Scholes pricing model was HK$0.48 and
HK$0.32 respectively. The weighted average
assumptions used are as follows:

2004 2003
3.55% 2.7%

5 years 5 years
46% 41%
HK$0.0645 HK$0.083

those of traded options, and because changes in
the subjective input assumptions can materially
affect the fair value estimate, the Black-Scholes
option pricing model does not necessarily provide a
reliable measure of the fair value of the share
options.

Apart from the foregoing, at no time during the
year was the Company and its subsidiary a party to
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any arrangement to enable the directors of the
Company or any of their spouses or children under
eighteen years of age to acquire benefits by means
of the acquisition of shares in or debentures of the
Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS'
AND OTHER PERSONS’
INTERESTS AND SHORT

POSITIONS IN SHARES AND
UNDERLYING SHARES

The Company has been notified, in addition to Mr.
Yang Jai Sung as set out in the section “Directors’
and chief executive’s interests and short positions
in shares, underlying shares and debentures”
above, of the following interests in the Company’s
issued shares at 31 December 2004 amounting to
5% or more of the ordinary shares in issue:

Ordinary shares of HK$0.1 each

Interest of Total

Beneficial controlled Interest of number of % of total

owner corporations spouse shares held  issued shares

Madam Kang Mi Young - - 206,000,000 206,000,000 65.75%

(note 1)
Kwang Sung Electronics 94,713,943 - - 94,713,943 30.23%
Co., Ltd.

Emerging Markets 20,552,000 - - 20,552,000 6.56%

Management, L.L.C.

EMEBIARM T N\RZFRAEBALRRA R
R E At )R A B 88 2 B £ 3158 &5 1 BRUAS & e

FTERRREMATIRESD
REBEROz2EZRZER

BREZXREN EXTEF RITBAEN RN - A

M hEFcBELRE=R ] —HmaEN R
ZENF+_RA=+—HB ARAESHEEFETII
MARREBEITEBAS% RIA L2 B

BREECIBTZEAR

Bn ZEHZEE iRt ped BEZ HE BT

EEA 2R xR BROBE BROBE%
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Management, L.L.C.
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Ordinary shares of HK$0.1 each

Interest of Total
Beneficial controlled Interest of number of % of total
owner corporations spouse shares held  issued shares
Arisaig Greater China 26,870,000 - - 26,870,000 8.58%
Fund Limited (“Arisaig”)
(note 2)
Arisaig Partners (Mauritius) - 26,870,000 - 26,870,000 8.58%
Ltd (note 2)
Mr. Lindsay William - 26,870,000 - 26,870,000 8.58%

Ernest Cooper
(note 3)

Notes:

(1) Madam Kang Mi Young is the wife of Mr. Yang Jai
Sung and is deemed to be interested in these ordinary
shares in which Mr. Yang Jai Sung is deemed or taken
to be interested for the purpose of the SFO.

These ordinary shares are held by Arisaig Partners
(Mauritius) Ltd (“Arisaig Partners”) in the capacity of
investment manager of Arisaig, which are duplicated
by those held by Arisaig.

(3) Mr. Cooper is deemed or taken to be interested in
these ordinary shares through his indirect 33%
beneficial interest in Arisaig Partners. These interests
are duplicated by those disclosed in note 2 above.

Save as disclosed above, no other interests required
to be recorded in the register kept under section
336 of the SFO have been notified to the Company.
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DIRECTORS’ INTERESTS IN
CONTRACTS

Kwang Sung Korea is a major shareholder of the
Company and one of the Company’s five largest
customers and suppliers. Mr. Yang Jai Sung and
his relatives, and Mr. Kim Sun Cheol were interested
in these arrangements as a shareholder holding
79.5% and 5.7% interest respectively in the share
capital of Kwang Sung Korea.

Apart from the foregoing and the related party
transactions as disclosed in note 24 on the financial
statements, no contract of significance to which the
Company and its subsidiary was a party, in which a
director of the Company had a material interest,
whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

DIRECTORS’ INTERESTS IN
COMPETING BUSINESS

Mr. Yang Jai Sung and Mr. Kim Sun Cheol are both
shareholders and directors of Kwang Sung Korea,

whose businesses compete or are likely to compete,
directly or indirectly, with the Group’s businesses.
The principal businesses of Kwang Sung Korea are
as follows:

(1) Research, design and product development of
electronic components and related products
and manufacturing of electronic components for
electronic appliances and communication
equipment through the factory operated by
Kwang Sung Korea (the “KSK Factory”)
exclusively for orders placed directly with Kwang
Sung Korea and to be sold in the Korean market
but subject to the terms and limited to the
scope as set out in the Deed of Undertaking
and the Research and Development Service
Agreement.

(2

—

Sales, marketing, purchasing and distribution
of electronic components for electronic
appliances and communication equipment, but
subject to the terms and limited to the scope
as set out in the Deed of Undertaking and the
Commission Agreement.
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In relation to the listing of the Shares on the Main
Board, each of Kwang Sung Korea, KS-Tech Group
Corporation and Mr. Yang Jai Sung has entered
into the Deed of Undertaking in favour of the Group
to the effect that for so long as Kwang Sung Korea
and/or any of its subsidiaries. Mr. Yang and/or the
companies controlled by Mr. Yang are beneficially
interested, directly or indirectly, whether individually
or taken together, in 20% or more of the issued
share capital of the Company, Kwang Sung Korea
and Mr. Yang will not, and Kwang Sung Korea and
Mr. Yang will procure that none of its subsidiaries
(other than the Group) and the companies
controlled by him (other than the Group),
respectively, will engage or otherwise be involved
in any business which competes or is likely to
compete, either directly or indirectly, with any of
the Restricted Business in any of the regions in
which the Group engages in and undertakes the
Restricted Business (such regions include Korea
and the PRC (including Hong Kong)).

HKEEFEBERL2A

Kwang Sung Korea has agreed to first refer all
customers’ orders for the production of electronic
components received by Kwang Sung Korea from
its customers (subject to certain conditions) and
the results and/or products developed by the
product design and research and development
departments of Kwang Sung Korea and the KSK
Factory and/or any intellectual property right in or
arising from such results and/or products to the
Group on terms in accordance with the Deed of
Undertaking, the Commission Agreement and the
Research and Development Service Agreement,
respectively.

The transactions with Kwang Sung Korea are set
out in the paragraph headed “Connected
transactions”. There has been no material change
in directors’ interests in any competing business
subsequent to 31 December 2003.

CONNECTED TRANSACTIONS

During the year, the Group entered into the
following transactions with Kwang Sung Korea,
which constituted connected transactions as
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(1

(2

—

defined in the Rules Governing the Listing of
Securities on the Main Board of the Stock Exchange
(“Main Board Listing Rules”).

In the ordinary course of business, the Group
sold electronic components to Kwang Sung
Korea for resale to the ultimate customers; the
Group also sourced certain raw materials
necessary for production from Kwang Sung
Korea. These transactions were entered into on
normal commercial terms and on prices and
terms comparable to the prevailing market rate
or practice.

During the year ended 31 December 2004, sales
of electronic components to Kwang Sung Korea
amounted to approximately HK$90,333,000
(2003: HK$53,475,000) and purchases of
raw materials from Kwang Sung Korea
amounted to approximately HK$62,584,000
(2003: HK$54,673,000).

Pursuant to a Commission Agreement, Kwang
Sung Korea referred a number of customers to
the Group. These customers place orders
directly with the Group and upon completion of

KWANG SUNG ELECTRONICS H.K. CO. LIMITED

(3

=

the production, the Group sold the electronic
components to the customers directly. The
Group paid Kwang Sung Korea a referral
commission which represents not more than
3% of the total sales to these customers. The
referral commission rate was comparable to the
referral commission rates payable by the Group
to independent third parties and was on terms
comparable to the prevailing market rate or
practice.

During the year ended 31 December
2004, referral commission paid/payable
by the Group to Kwang Sung Korea
amounted to approximately HK$10,471,000
(2003: HK$9,148,000).

Pursuant to a Research and Development
Service Agreement, Kwang Sung Korea provided
research and development and product design
services to the Group. The Group paid Kwang
Sung Korea a research and development and
technical support fee which represents not
more than 3% of the Group’s total turnover.
The terms of such engagement were on normal

(1)

(2)
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commercial terms and were on terms
comparable to the prevailing market rate or
practice.

During the year ended 31 December 2004,
research and development and technical
support fee paid/payable by the Group to Kwang
Sung Korea amounted to approximately
HK$5,148,000 (2003: HK$9,511,000).

The Company has been granted a conditional waiver
by the Stock Exchange from strict compliance with
the Main Board Listing Rules in respect of the above
connected transactions for the three financial years
ending 31 December 2005.

The directors, including the independent non-
executive directors, of the Company have reviewed
the connected transactions and confirmed that:

(1) the connected transactions were:

(i) entered into by the Group in its ordinary
and usual course of business;

% 2

ETEBERLLTF

(ii) entered into by the Group either on normal
commercial terms (to the extent that there
are comparable transactions), or, where
there are no sufficient comparable
transactions to judge whether they are on
normal commercial terms, on terms not less
favourable to the Group than those available
to or from (as appropriate) independent
third parties; and

(iii) on terms that are fair and reasonable and
in the interests of independent shareholders
of the Company as a whole.
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(2) the connected transactions entered into during each type of the transactions has not exceeded

the year ended 31 December 2004 have been
conducted such that the aggregate amount for
The transactions

(i) Sales of electronic components by the Group to
Kwang Sung Korea

(ii) Purchases of raw materials by the Group from
Kwang Sung Korea

(iii) Commission paid/payable to Kwang Sung Korea by the
Group for the referral of sales orders of Korean customers

(iv) Commission paid/payable to Kwang Sung Korea by the
Group for the referral of sales orders of other customers

(v) Research and development and technical support
fee paid/payable by the Group to Kwang Sung Korea

the respective caps set out below:

Annual cap on the aggregate
value of transactions

15% of the Group’s turnover
for the year

30% of the Group’s purchases
of raw materials for the year

3% of the Group’s turnover
for the year

3% of the Group’s turnover
for the year

3% of the Group’s turnover
for the year
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RETIREMENT SCHEMES

Details of the retirement schemes participated by
the Group are set out in note 19 on the financial
statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and
liabilities of the Group for the last five financial years
is set out on pages 86 and 87.

DISCLOSURE PURSUANT TO
THE LISTING RULES 13.13

As at 31 December 2004, there were 313,300,000
shares of the Company in issue. Based on the
average closing price of the Company’s shares of
HK$0.99 per share for the five business days
immediately preceding 31 December 2004, the
market capitalisation of the Company was
approximately HK$310,167,000 as at 31 December
2004 (the “Total Market Capitalisation”). The trade
receivables due to the Group from LG Electronics
(Huizhou) Inc. and LG Electronics HK Ltd.
(collectively, “LG customer group”) amounted to
approximately HK$27,812,000 as at 31 December

HKEEFEBERL2A

2004. The trade receivables were resulted from
sales to the LG customer group by the Group in its
ordinary course of trading business and on normal
commercial terms, which are unsecured, interest
free and with payment terms of 60 days after
month-end statement, and represented
approximately 8.97% of the Total Market
Capitalisation.

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

Neither the Company nor its subsidiary has
purchased, sold or redeemed any of the Company’s
listed securities during the year.

CORPORATE GOVERNANCE

The Company has complied throughout the year
ended 31 December 2004 with the Code of Best
Practice contained in Appendix 14 (which was in
force during the said period) to the Main Board
Listing Rules.
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The Code of Best Practice contained in
Appendix 14 to the Main Board Listing Rules has
been replaced by the code on Corporate
Governance Practices with effect from 1 January
2005, and the new code will apply for the
subsequent reporting periods.

AUDIT COMMITTEE

The Company has established an audit committee
with written terms of reference based upon the
guidelines recommended by the Hong Kong
Institute of Certified Public Accountants. The audit
committee consists of three independent non-
executive directors and a non-executive director.
The primary duties of the audit committee are to
oversee the financial reporting process and the
adequacy and effectiveness of the Company’s
system of internal control.

The audit committee met twice during the year to
review with management the accounting principles
and practices adopted by the Group and discussed
internal controls and financial reporting matters,
including the review of the Group’s 2004 interim
and annual reports.

AUDITORS

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

By order of the board

Yang Ho Sung

Hong Kong, 15 April 2005
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