Report of the Directors % % @&

The Directors have pleasure in presenting to the shareholders
their report together with the audited accounts of Burwill
Holdings Limited (the “Company”) and its subsidiaries
(collectively known as the “Group”) for the year ended 31
December 2004.

FINANCIAL RESULTS

The results of the Group for the year ended 31 December
2004 are set out in the consolidated profit and loss account
on page 37.

The respective state of affairs of the Group and the Company
as at 31 December 2004 are set out in the balance sheets on
pages 38 and 39.

The Group’s cash flows are set out in the consolidated cash
flow statement on pages 41 and 42.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment holding.

The principal activities of the Group are international steel
trading, warehousing and distribution, steel manufacturing
and processing, and property development and investment.

Analysis of the Group’'s turnover and operating profit by
business and geographical segments for the year are set out
in note 4 to the accounts on pages 57 to 60.

DIVIDEND
No interim dividend was paid during the year.

The Directors recommended a final dividend of HK 1.8 cents
(2003: Nil) per share for the year ended 31 December 2004,
payable on 29 July 2005 to shareholders whose names appear
on the Register of Members of the Company at the close of
business on 25 May 2005. This recommendation has been
incorporated in the accounts.
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MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases attributable to the Group’s major
suppliers are as follows:

FEHERRER

AEECIEMEEAEREEZE O
R

%

B

— the largest supplier —RAHER 13
— five largest suppliers combined —hRHtEmEIBEE 43

The percentage of sales attributable to the Group’s five major
customers combined is less than 30%.

None of the Directors, their respective associates nor
shareholders (which to the knowledge of the Directors own
more than 5% of the Company’s share capital) had any interest
in the above suppliers or customers at any time during the
year.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT
PROPERTIES

The movements in property, plant and equipment and
investment properties during the year are set out in notes 13

and 14 to the accounts on pages 69 to 72.

The particulars of properties held by the Group for sale or for
investment as at 31 December 2004 are set out on page 103.

SUBSIDIARIES AND ASSOCIATES
The particulars of the Company’s principal subsidiaries and

associates as at 31 December 2004 are set out in notes 15
and 16 to the accounts on pages 73 to 77.
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BANK LOANS

The particulars of the Group’s bank loans are set out in notes
23 and 25 to the accounts on pages 81 and 82.

Most of the Group’s bank loans were denominated in
HK$ and US$ except for certain bank loans of approximately
HK$56,535,000 (2003: HK$98,299,000) which were
denominated in Renmenbi and were made to finance the
Group's operations in China. All the bank loans bear interest
at prevailing market rates.

SHARE CAPITAL

Details of movements in the share capital of the Company
during the year are set out in note 29 to the accounts on
page 88.

RESERVES

Details of movements in reserves during the year are set out
in note 31 to the accounts on pages 92 to 95.

DISTRIBUTABLE RESERVES

As at 31 December 2004, the Company’s reserves available
for distribution to shareholders calculated in accordance with
the Companies Act 1981 of Bermuda amounted to
HK$151,639,000 (2003: HK$161,398,000).

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the

Company'’s Bye-laws although there is no statutory restriction
against the granting of such rights under the laws of Bermuda.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

During the year ended 31 December 2004, the Company
repurchased a total of 1,004,000 shares in the Company on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the general mandate granted by the
shareholders at the annual general meeting held on 18 June
2003, details of which were as follows:—

Number of shares

ME HEARMOXL2F LTES

HE-_ZTENF+-_A=+—BILFERN"
AARBER-_ZZ=F A+ N\BL1T
ZHRERAFAG T ERERTFTESHORK
DZ—RERE REEBEXZMERAA
(TR ]) BRAQGB KRG A X
1,004,0000% » 51540 T

Total consideration

Price per share

Month/Year repurchased Lowest Highest (before expense)
BRES RE#SE

BI% Fi [0 B 4 8 B ®E ®E (KRetFX)
HK$ HK$ HK$

BT BT BT

05/2004 1,004,000 0.325 0.350 338,800

All shares repurchased were cancelled and accordingly the
Company’s issued share capital was reduced by the nominal
value of these shares. The repurchases were effected for the
benefit of the shareholders as a whole by enhancing the net
assets and earnings per share of the Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, redeemed or sold any of the Company’s
listed securities during the year ended 31 December 2004.

CHANGE OF NAME OF THE COMPANY

The Company has changed its name from “WelINet Holdings
Limited” to “Burwill Holdings Limited” with effect from 3
June 2004 and has adopted "BEIZERBR A F" as its
Chinese name with effect from 23 June 2004.

CHANGES IN BOARD OF DIRECTORS AND AUDIT
COMMITTEE

Mr. HUANG Shenglan was appointed as an Independent Non-
Executive Director and a Member of Audit Committee of the

Company with effect from 30 September 2004.

Mr. YU Wing Keung, Dicky resigned as an Executive Director
of the Company, effective 11 April 2005.
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SHARE OPTION SCHEMES

At the 2002 Annual General Meeting of the Company held
on 6 June 2002, the share option scheme of the Company
being adopted on 23 July 1999 (the “Old Option Scheme”)
was terminated and a new share option scheme (the “New
Option Scheme”) was adopted by the shareholders to comply
with the new requirements of Chapter 17 of the Rules
Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”).

Upon termination of the Old Option Scheme, no further
options could be granted thereunder but in all other respects,
the provisions of the Old Option Scheme shall remain in force.
All outstanding options which were granted under the Old
Option Scheme to subscribe for shares in the Company prior
to its termination shall continue to be valid and exercisable.
There were options for 22,000,000 shares granted under the
Old Option Scheme remained outstanding on 1 January 2004,
the beginning of the financial year, all of which were then
lapsed on 5 August 2004. As at 31 December 2004, no option
was outstanding under the Old Option Scheme.

(A) The Old Option Scheme
() Summary of terms of the Old Option Scheme
(i) Purpose of the Old Option Scheme

The purpose of the Old Option Scheme is to
give executive directors and employees of the
Company or any of its subsidiaries an
opportunity to acquire an equity interest in the
Company and to assist in the recruitment and
retention of employees with experience and
ability.

(if)  Participants

Any employee, including any executive director,
of the Company or any of its subsidiaries.
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SHARE OPTION SCHEMES (continued)

(A) The Old Option Scheme (continued)

18

(iii)  Maximum number of shares

(iv)

(v)

The maximum number of shares in respect of
which options may be granted (together with
options exercised and options then outstanding)
under the Old Option Scheme may not when
aggregated with the number of shares subject
to other share schemes of the Company and
any shares which might have been issued under
cancelled options exceed such number of shares
as shall represent 10 per cent. of the nominal
amount of the issued share capital of the
Company from time to time, excluding for this
purpose shares issued on exercise of options
granted under the Old Option Scheme.

Maximum entitlement of each participant

No option may be granted to any one person
which if exercised in full would result in the
total number of shares already issued and
issuable to him under the Old Option Scheme
when aggregated with any shares which might
have been issued under cancelled options
exceeding 25 per cent. of the aggregate number
of shares for the time being issued and issuable
under the Old Option Scheme.

Option period

An option may be exercised in accordance with
the terms of the Old Option Scheme at any
time during a period to be notified by the Board
of Directors to each grantee, such period of
time not exceeding three years from the date
falling 90 days after the date on which an
option is offered and expiring on the last date
of such period.
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SHARE OPTION SCHEMES (continued)

(A) The Old Option Scheme (continued)

(vi)

(vii)

Payment on acceptance of option

An offer of the grant of an option shall remain
open for acceptance for a period of 28 days
from the date on which an option is offered to
the grantee (the “Offer Date”). An option shall
be deemed to have been granted and accepted
and to have taken effect when the duplicate
letter comprising acceptance of the option duly
signed by the grantee together with a
remittance in favour of the Company of HK$1
by way of consideration of the grant thereof is
received by the Company.

Exercise price

The exercise price in respect of any particular
option shall be such price as the Board of
Directors may in its absolute discretion
determine, being not less than the higher of
80 per cent. of the average of the closing price
of the shares for the five trading days
immediately preceding the Offer Date on the
Stock Exchange as stated in the Stock
Exchange’s quotation sheet or the nominal value
of a share.

(viii) The remaining life of the Old Option Scheme

The Old Option Scheme was terminated on 6
June 2002.
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SHARE OPTION SCHEMES (continued) MRkt ® (&)
(A) The Old Option Scheme (continued) (A) EfmRRiEss (&)

(I Movement of share options granted under the Old (I REZ-_2ENF+_A=+—
Option Scheme during the year ended 31 December HIEFEXN BREBEEBKRETED
2004: REzBEREZESIBERMT:

No. of shares under the options
BREATZRABA
Lapsed Exercise
Held as at during  Held as at Price price Date Exercise period
Name of Director 01/01/2004 the year ~ 31/12/2004  forgrant per share of grant from until
20045
#2004% RER  12A3B 14 TR
EEn4 11858 3! 2 R fTER LR H E
HKS HKS
BT BT
CHAN Shing 5,400,000 5,400,000 - 1.00 0461  07/052001  05/08/2001  04/08/2004
]
LAU Ting 5,400,000 5,400,000 - 1.00 0461 07/052001  05/08/2001  04/08/2004
Ui
YU Wing Keung, Dicky (Note) 2,000,000 2,000,000 - 1.00 0461 07/052001  05/08/2001  04/08/2004
K& (W)
TUNG Pui Shan, Virginia 1,000,000 1,000,000 - 1.00 0461 07/052001  05/08/2001  04/08/2004
EfM
KWOK Wai Lam 1,000,000 1,000,000 - 1.00 0461  07/0522001  05/08/2001  04/08/2004
DER
YIN Mark 1,000,000 1,000,000 - 1.00 0461 07/052001  05/08/2001  04/08/2004
i
SIT Hoi Tung 3,100,000 3,100,000 - 1.00 0461  07/052001  05/08/2001  04/08/2004
BER
SUN Ho 3,100,000 3,100,000 - 1.00 0461 07/052001  05/08/2001  04/08/2004
Total:
2y: 22,000,000 22,000,000 -
Note: Mr. YU Wing Keung, Dicky resigned as an Executive it RAKBAEERZTTRFMNA
Director of the Company, effective 11 April 2005. T—HBEEARRARITES-
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SHARE OPTION SCHEMES (continued)

(B) The New Option Scheme

)

Summary of terms of the New Option Scheme

(i)

(i)

(iif)

Purpose of the New Option Scheme

The purpose of the New Option Scheme is to
provide incentives to Participants (as stated in
paragraph (ii)) to contribute to the Group and
to enable the Group to recruit high-calibre
employees and attract resources that are
valuable to the Group.

Participants

Any person being an employee, officer, buying
agent, selling agent, consultant, sales
representative or marketing representative of,
or supplier or provider of goods or services to,
the Group, including any executive or non-
executive director of the Group.

Maximum number of shares

The limit on the total number of shares which
may be issued upon exercise of all outstanding
options granted and yet to be exercised under
the New Option Scheme and any other share
option schemes of any member of the Group
must not exceed 30 per cent. of the number of
issued shares from time to time. The total
number of shares available for issue under the
New Option Scheme as at the date of this report
is 94,164,430 shares, representing
approximately 8.92 per cent. of the issued share
capital of the Company as of that date.
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SHARE OPTION SCHEMES (continued)

(B) The New Option Scheme (continued)

22

(iv)

(v)

(vi)

Maximum entitlement of each Participant

Unless approved by shareholders in general
meeting, no Participant shall be granted an
option which would result in the total number
of shares issued and to be issued upon exercise
of all options granted and to be granted
(including options exercised, cancelled and
outstanding) to such Participant in any
12-month period up to and including the
proposed date of grant for such options would
exceed 1 per cent, of the number of shares in
issue as at the proposed date of grant.

Option period

An option may be exercised in accordance with
the terms of the New Option Scheme at any
time during a period of not exceeding 10 years
to be notified by the Board to the grantee,
such period to commence on the date of grant
or such later date as the Board may determine
and expiring on the last day of the said period.
Under the New Option Scheme, the Board may,
at its discretion, prescribe a minimum period
for which an option must be held before it can
be exercised.

Payment on acceptance of option

HK$1.00 in cash is payable by the Participant
who accepts the grant of an option in
accordance with the terms of the New Option
Scheme on acceptance of the grant of an
option.
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SHARE OPTION SCHEMES (continued) R ERE (&)
(B) The New Option Scheme (continued) (B) ¥iESRR#ERTE (&)

(vii) Subscription price (vii) REE1E

The subscription price for the shares under the
options to be granted under the New Option
Scheme will be a price determined by the Board
and notified to a Participant at the time the
grant of the options is made to (and subject to
acceptance by) the Participant and will be at
least the highest of: (a) the closing price of the
shares as stated in the Stock Exchange’s daily
quotations sheets on the date of the grant
(subject to acceptance) of the option, which
must be a business day; (b) the average closing
price of the shares as stated in the Stock
Exchange’s daily quotations sheets for the five
business days immediately preceding the date
of the grant (subject to acceptance) of the
option; and (c) the nominal value of the shares.

(viii) The life of the New Option Scheme

The New Option Scheme shall be valid and
effective for a period of ten years commencing
on 6 June 2002, after which period no further
options will be granted or accepted but the
provisions of the New Option Scheme shall
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remain in full force and effect in all other TMEB+TRHN-
respects.
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cancelled since the adoption of the New Option
Scheme on 6 June 2002.
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DIRECTORS

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

Executive Directors:

Mr. CHAN Shing

Mr. YANG Da Wei

Ms. LAU Ting

Ms. TUNG Pui Shan, Virginia
Mr. KWOK Wai Lam

Mr. YIN Mark
Mr. SIT Hoi Tung
Mr. SUN Ho
Mr. YU Wing Keung, Dicky — resigned on
11 April 2005

Non-Executive Director:
Mr. SZE Tsai Ping, Michael
Independent Non-executive Directors:

Mr. CUI Shu Ming
Mr. SONG Yufang
Mr. HUANG Shenglan — appointed on

30 September 2004

In accordance with Bye-laws 85 and 92 of the Bye-laws of
the Company, Mr. KWOK Wai Lam, Mr. YIN Mark, Mr. CUI
Shu Ming and Mr. HUANG Shenglan retire from office at the
forthcoming Annual General Meeting and, being eligible, offer
themselves for re-election.

The Company received from each of the Independent Non-
Executive Directors a confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all the Independent Non-Executive Directors to be
independent.

Biographical details of the Directors of the Company are set
out on pages 9 to 12.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2004, the interests and short positions of
the Directors and chief executive of the Company (including
those interests and short positions which were taken or
deemed to have interests and short positions under the
provisions of the Securities and Futures Ordinance (the “SFO"))
in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company pursuant to Section 352
of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, were as follows:

Interests in Shares

(A) The Company

Number of ordinary shares

EERTHRERNERG HRKGHRE

SEPHANESRRE
RZZEZMFE+—A=+—RH BEEXQ
BRESLBEGRD ([E5 Hﬂiﬂbﬁﬁlj)

E32GMMNERATHFNELMATE 3L
MKBEEM AR ERETESFRHNELE
SRAPBRARBI LB RARZER R
THRENARFHEERBE QR (E&
RESNBAEGRMIEXVED) B EE R0
REHEFREE LG REA DS ROK
BOEBWOT:

BHER
(A) AR H

Approximate

LEREONA percentage
interest in the
Company'’s
Personal Family Corporate issued share
Name of Director interests interests interests Total capital
HiEFLE
ERTRS
Ewps EAES REHG AL § an itk
CHAN Shing 13,035,472 21,776,072 438,304,701 473,116,245 44.33%
BRI (Note 1) (Notes 2&3) (Note 3)
(Hat1) (Hfit2&3) (Hfat3)
LAU Ting 21,776,072 13,035,472 438,304,701 473,116,245 44.38%
Epe (Note 4) (Notes 283) (Note 3)
(Hiat4) (Hfit2&3) (Hfat3)
YU Wing Keung, Dicky (Note 6) 4,789,778 - - 4,789,778 0.45%
Rk (Kit6)
TUNG Pui Shan, Virginia 8,461,996 110,000 5,104,000 13,675,996 1.30%
E i (Note 5)
(Hfats)
SIT Hoi Tung 1,576,382 - - 1,576,382 0.15%
BER
SUN Ho 200,000 - - 200,000 0.02%
B

2004 FR 25




Report of the Directors & % B W&

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES (continued)

(A) The Company (continued)

Notes:

1.

26

These shares were owned by Ms. LAU Ting, the spouse of
Mr. CHAN Shing.

226,403,853 shares were held by Hang Sing Overseas
Limited (“Hang Sing”) which is owned as to 51% by Orient
Strength Limited (“Orient Strength”), a company which is
wholly-owned by Mr. CHAN Shing and Ms. LAU Ting.
211,900,848 shares were held by Strong Purpose
Corporation (“Strong Purpose”), a company which is
wholly-owned by Mr. CHAN Shing and Ms. LAU Ting.

The interests of Mr. CHAN Shing and Ms. LAU Ting were
duplicated.

These shares were owned by Mr. CHAN Shing.
5,104,000 shares were owned by Focus Cheer Consultants
Limited (“Focus Cheer”), a company which is wholly-owned

by Ms. TUNG Pui Shan, Virginia.

Mr. YU Wing Keung, Dicky resigned as an Executive
Director of the Company, effective 11 April 2005.
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R ELERREL T 2 HmER-
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND EERTHEENERG HFEAKRORE
SHORT POSITIONS IN THE SHARES, UNDERLYING FERAPAHENHESRRE (&)
SHARES AND DEBENTURES (continued)

(B) Associated Corporation — WorldMetal Holdings Limited (B) B & B — WorldMetal Holdings
("WorldMetal”) Limited(EBEFRSMEBRBERA
7)) ([WorldMetal] )

Number of ordinary shares Approximate
EEREAHE percentage
interest in the

issued share

Personal Family Corporate capital of
Name of Director interests interests interests Total WorldMetal
ek
WorldMetal
BRITEF
3% BAES REES NEES oy Bk
CHAN Shing 72,951,773 50,288,803 485,746,308 608,986,884 60.90%
351 (Note 1) (Notes 283) (Note 3)
(Hizt1) (Hf5283) (Hi323)
YANG Da Wei 3,000,000 - - 3,000,000 0.30%
BRE
LAU Ting 50,288,803 72,951,773 485,746,308 608,986,884 60.90%
el (Note 4) (Notes 2&3) (Note 3)
(KteE4) (Kt5283) (Kt7E3)
YU Wing Keung, Dicky (Note 6) 28,100,000 - - 28,100,000 2.81%
&k (Kize)
TUNG Pui Shan, Virginia 3,183,610 5,500 255,200 3,444,310 0.34%
= {3 (Note 5)
(Kt &E5)
KWOK Wai Lam 3,000,000 - - 3,000,000 0.30%
HEF
YIN Mark 3,016,900 - - 3,016,900 0.30%
FiT
SIT Hoi Tung 3,078,819 - - 3,078,819 0.31%
BER
SUN Ho 5,000,000 30,000 - 5,030,000 0.50%
Bx
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES (continued)

(B) Associated Corporation — WorldMetal Holdings Limited
(continued)

Notes:

1. These shares were owned by Ms. LAU Ting, the spouse of
Mr. CHAN Shing.

2. 11,320,192 shares were held by Hang Sing which is owned
as to 51% by Orient Strength, a company which is
wholly-owned by Mr. CHAN Shing and Ms. LAU Ting.
10,595,042 shares were held by Strong Purpose, a
company which is wholly-owned by Mr. CHAN Shing and
Ms. LAU Ting. 463,831,074 shares were held by the
Company.

3. The interests of Mr. CHAN Shing and Ms. LAU Ting were
duplicated.

4.  These shares were owned by Mr. CHAN Shing.

5. 255,200 shares were owned by Focus Cheer, a company
which is wholly-owned by Ms. TUNG Pui Shan, Virginia.

6. Mr. YU Wing Keung, Dicky resigned as an Executive
Director of the Company, effective 11 April 2005.

Save as otherwise disclosed above, as at 31 December 2004,
none of the Directors or chief executive of the Company had,
or were deemed under the SFO to have, any interests or
short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were required to
be recorded in the register kept by the Company under Section
352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN THE SHARES AND UNDERLYING SHARES

As at 31 December 2004, according to the register required
to be kept by the Company under Section 336 of the SFO,
the following persons (other than the Directors and chief
executive of the Company) had interests and short positions
in the shares and underlying shares of the Company:

FERRREGRERMBRGPERDE
EZRKE

R-ZEZNF+-A=+—H BELAQF
LBRBE N EEIEG E336IE B EATHE
FZERMAE U TALE (RRFEZER
ITRBHE BN RARBIRD R AERERD
HERIRAKRE:

Interests in Shares BinER
Approximate
percentage
interest in the
Nature of Number of Company'’s issued
Name of shareholder interest shares held share capital Note
HIEFLFERT
BERE®E EaHH HREE (i =RV ]:4 Wt it
Hang Sing Beneficiary 226,403,853 21.48% 1
Ex
Orient Strength Corporate 226,403,853 21.48% 1
=
Zhong Shan Company Limited Corporate 226,403,853 21.48% 1
#EILBR AR 7
Superior Quality Assets Limited Corporate 226,403,853 21.48% 1
EE
Strong Purpose Beneficiary 211,900,848 20.10% 2
@
Bonnaire International Limited Trustee 79,644,000 7.56% -
ZEEA
Notes: Bt et -

1.

51% of the issued share capital of Hang Sing was owned by
Orient Strength, a company which is wholly-owned by Mr. CHAN
Shing and Ms. LAU Ting, and 49% of the issued share capital
of Hang Sing was owned by Superior Quality Assets Limited, a
company which is wholly-owned by Zhong Shan Company
Limited. Zhong Shan Company Limited was wholly-owned by
the Jiangsu Provincial People’s Government of the PRC. These
226,403,853 shares held by Hang Sing formed part of the
interests of Mr. CHAN Shing and Ms. LAU Ting herein disclosed
respectively.

These 211,900,848 shares held by Strong Purpose, a company
which is wholly-owned by Mr. CHAN Shing and Ms. LAU Ting,
formed part of the interests of Mr. CHAN Shing and Ms. LAU
Ting herein disclosed respectively.

1. Hang SingZ 51% B, & 1TRR 25 Jh i BRIk 55 A
N BliEL+2E %A 2 Orient StrengthFT#
A BHMNHang Singz 49% 2 3 17 AR AN Bl |
& 11 B BR A A2 & i A 2 Superior Quality
Assets LimitedFi#E A &8I BR A A Ty
TEHEARBKINE2EH B 227 cHang
Sing# A 2 226,403,8530% Jh A& XA 4 Bl
BRMAEEREEL T 2R Z — D

2. Strong PurposeffT# 8 2 211,900,848% " /&
AXFDRIEERBEEREEBLZ LT 2
2 —#B1n e
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN THE SHARES AND UNDERLYING SHARES
(continued)

Save as disclosed above, as at 31 December 2004, there was
no person (other than the Directors and chief executive of
the Company) who had an interest or short position in the
shares and underlying shares of the Company as recorded in
the register required to be kept under Section 336 of the SFO
and/or who were directly or indirectly interested in 5% or
more of the issued share capital carrying rights to vote in all
circumstances at general meetings of any other members of
the Group.

SERVICE CONTRACTS WITH DIRECTORS

None of the Directors offering themselves 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).

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contracts of significance (as defined in paragraph
15.2 of Appendix 16 of the Listing Rules) in relation to the
Group’s business to which the Company or any of its
subsidiaries was a party and in which any of the Company’s
Directors or members of its management had a material
interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

MANAGEMENT CONTRACTS
No contracts concerning the management and administration

of the whole or any substantial part of the business of the
Company were entered into or existed during the year.
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EMPLOYEES RETIREMENT BENEFIT

Details of the retirement benefit schemes of the Group and
the employees’ retirement benefit costs charged to the
consolidated profit and loss account for the year are set out
in note 35 to the accounts on pages 100 and 101.

FIVE YEARS’ FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group
for the last five financial years is set out on page 104.

MAJOR TRANSACTION - SALE OF PROPERTY

On 26 August 2004, Camety Company Limited, a wholly
owned subsidiary of the Company, as vendor entered into a
preliminary sale and purchase agreement with, inter alia,
Reindeer Village Ltd. as purchaser in respect of the sale of
the property at G/F to 2/F, Yuen King Building, Sai Yeung
Choi Street South, Mongkok, Hong Kong (the “Property”) at
a cash consideration of HK$138,000,000. The formal
agreement for the sale and purchase of the Property was
subsequently entered on 15 September 2004 (the “S&P
Agreement”).

The S&P Agreement constituted a major transaction for the
Company. On 26 October 2004, a Special General Meeting
of the Company was held and the sale of Property was
approved by the shareholders in the Meeting. Completion of
the sale of the Property took place on 18 November 2004.

EREWEH

AEBURIRGE M B 15 R AFE ALK
ERmkZEERKENER HNE100
BARI101E 2R B MEE3S5 -

LAFEMBEBE

AEEBEREMBFE2EE BEERE
BEHMERENEI1048 -

FEXH-HEME

RZZEZEWMFNRZ+ A B AQE2EW
B 2 7] Camety Company Limited & & J5 £
(E P 8 $%) Reindeer Village Ltd. 2 E 77 ' 5t
HEESHEARFEBEERKNEN TE
—EME((zZD%E]) 2ilRREEHE
KERE £ %% 138,000,0007T - & 75 A&
HEEZWER_ZTTHNFHLA+HEBE
AERBHR([EEHE]) -
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DISCLOSURE PURSUANT TO RULE 13.21 OF THE LISTING
RULES

(1

32

On 6 December 2002, On Smart Holdings Limited (“On
Smart”), a wholly-owned subsidiary of the Company, had
entered into a loan agreement (the “On Smart Loan
Agreement ”) with a group of banks and financial
institutions whereby On Smart was granted a 3-year
syndicated loan facility of up to HK$130 million (the
“On Smart Facility”). The On Smart Loan Agreement
included an undertaking on procuring that Mr. Chan
Shing, the Chairman and Managing Director of the
Company, and Ms. Lau Ting, the spouse of Mr. Chan
Shing and an Executive Director of the Company, (the
“Chan Family”) beneficially own, in aggregate, either
directly and indirectly, more than 30 per cent. of the
total issued share capital from time to time of the
Company and that the Chan Family shall at all times
during the term of the On Smart Loan Agreement remain
the single largest beneficial shareholder of the Company.
A breach of such undertaking would constitute an event
of default under the On Smart Facility, upon the
occurrence of which all amounts outstanding and owing
under the On Smart Facility should become immediately
due and payable.

Subsequent to the financial year ended 31 December
2004, the On Smart Facility was fully repaid on 6 April
2005 and the above specific performance obligation cease
to exist thereafter.
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DISCLOSURE PURSUANT TO RULE 13.21 OF THE LISTING
RULES (continued)

(2) On 1 March 2005, Fordwell Investment Limited
("Fordwell”), a wholly-owned subsidiary of the Company,
entered into a facility agreement (the “Fordwell Facility
Agreement”) with a syndicate of financial institutions
whereby Fordwell was granted a 3-year transferable term
loan facility of up to US$39,000,000 (the “Fordwell
Facility”). The Fordwell Facility Agreement includes an
undertaking on procuring that the Chan Family shall
remain as the combined single largest shareholder of
the Company and own (directly or indirectly) in the
aggregate 30% or more of the ordinary issued shares of
the Company at all times during the term of the Fordwell
Facility Agreement. A breach of such undertaking will
constitute an event of default under the Fordwell Facility,
upon the occurrence of which all amounts outstanding
and owing under the Fordwell Facility may become
immediately due and payable.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors of the
Company, the Company has maintained the prescribed public
float under the Listing Rules.

CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice as
set out in Appendix 14 of the Listing Rules in force prior to 1
January 2005 throughout the year, except that the non-
executive directors are not appointed for a specific term, as
they have to retire by rotation at the annual general meeting
of the Company when they are due for re-election pursuant
to the Bye-laws of the Company.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors by Listed Issuers (the “Model Code”)
set out in Appendix 10 of the Listing Rules as its code of
conduct for dealings in securities of the Company by the
Directors. Having made specific enquiry of all Directors, all
Directors confirmed that they have complied with the required
standard set out in the Model Code.

AUDIT COMMITTEE

The Company has established an Audit Committee in
compliance with Rule 3.21 of the Listing Rules. The Audit
Committee comprises the three Independent Non-Executive
Directors of the Company, Mr. CUI Shu Ming, Mr. SONG
Yufang and Mr. HUANG Shenglan. Its principal duties include
the review of the Company’s annual report and accounts,
interim report and review and supervision of the Company’s
financial reporting and internal control procedures. The
audited accounts as at and for the year ended 31 December
2004 have been reviewed by the Audit Committee.

The Audit Committee has met twice to discuss and review
the Company’s interim report and annual report during the
year ended 31 December 2004, and provided advices and
recommendations to the Board of Directors.

AUDITORS

PricewaterhouseCoopers, who has been appointed as auditors
of the Company since 2002, will retire and a resolution for
their reappointment as auditors of the Company will be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board
CHAN Shing
Chairman

Hong Kong, 22 April 2005
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