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

CHANGE OF COMPANY NAME

Pursuant to a special resolution passed at an extraordinary
general meeting of the Company held on 1 December
2004 and as approved by the Registrars of Companies
of the Cayman Islands and Hong Kong, the name of the
Company was changed from China Everbright Technology
Limited to China Haidian Holdings Limited 7 B2 /8 & & &
BRAA

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment
holding. Details of the principal activities of the principal
subsidiaries are set out in note 14 to the financial
statements. There were no significant changes in the
nature of the Group’s principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2004
and the state of affairs of the Company and of the Group
at that date are set out in the financial statements on
pages 37 to 116.

The directors do not recommend the payment of any
dividend in respect of the year ended 31 December 2004
(2003: Nil).

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities
and minority interests of the Group for the last five
financial years, as extracted from the audited financial
statements, is set out on pages 117 and 118. This
summary does not form part of the audited financial
statements.
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FIXED ASSETS AND INVESTMENT PROPERTIES

Details of movements in the fixed assets and investment
properties of the Company and of the Group during the
year are set out in note 12 to the financial statements.
Further details of the Group’s investment properties are
set out on page 119 of the annual report.

PROPERTIES UNDER DEVELOPMENT

Details of the Group’s properties under development are
set out in note 18 to the financial statements and on
page 120 of the annual report.

SHARE CAPITAL

There was no movement in either the Company’s
authorised or issued share capital during the year.

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 would oblige the Company to offer
new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed

securities during the year.
RESERVES

Details of movements in the reserves of the Company
and of the Group during the year are set out in note
31(b) to the financial statements and in the consolidated
statement of changes in equity, respectively.
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DISTRIBUTABLE RESERVES

At 31 December 2004, the Company had no reserves
available for cash distribution and/or distribution in specie,
except that under the provisions of the Companies Law
of the Cayman lIslands, the Company’s share premium
account in the amount of HK$677,882,000 may be
distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest
customers accounted for less than 17% of the total sales
for the year. Purchases from the Group’s five largest
suppliers accounted for 39% of the total purchases for
the year and purchase from the largest supplier included

therein amounted to 22%.

None of the directors of the Company or any of their
associates or any shareholders (which, to the best
knowledge of the directors, own more than 5% of the
Company’s issued share capital) had any beneficial
interest in the Group’s five largest customers or the five

largest suppliers.
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DIRECTORS
The directors of the Company during the year were:
Executive directors:

Mr. Hon Kwok Lung, Chairman
(appointed on 8 April 2004)
Mr. Wang Shaolan, Vice Chairman
Mr. Shang Jianguang, Chief Executive Officer
(appointed on 18 November 2004)
Mr. Shi Tao
(appointed on 8 April 2004)
Mr. Lam Toi Man
(appointed on 8 April 2004)
Mr. Wang Mingquan
(resigned on 14 May 2004)
Mr. Zang Qiutao
(resigned on 14 May 2004)

Non-executive director:

Ms. Sit Lai Hei
(appointed on 18 November 2004)

Independent non-executive directors:

Mr. Fung Tze Wa
(appointed on 8 April 2004)
Dr. Kwong Chun Wai, Michael
(appointed on 8 April 2004)
Mr. Li Qiang
(appointed on 18 November 2004)
Mr. Werner Max Michael Makowski
(resigned on 14 May 2004)
Mr. Yang Zheng Qing
(resigned on 14 May 2004)

In accordance with article 116 of the Company’s articles
of association, Mr. Wang Shaolan and Mr. Lam Toi Man
will retire by rotation and, being eligible, will offer
themselves for re-election at the forthcoming annual

general meeting.
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DIRECTORS (continued)

In accordance with article 99 of the Company’s articles
of association, Mr. Shang Jianguang, Ms. Sit Lai Hei and
Mr. Li Qiang will retire at the forthcoming annual general
meeting and, being eligible, will offer themselves for
re-election.

The Company has received annual confirmation of
independence from each of the three remaining
independent non-executive directors, Mr. Fung Tze Wa,
Dr. Kwong Chun Wai, Michael and Mr. Li Qiang that they
have met all the factors concerning their independence
as set out in Rule 3.13 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the "Listing Rules") and that there are no other
factors which may affect their independence. The board
of directors (the “Board") still considers these independent

non-executive directors to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and
the senior management of the Group are set out on pages
4 to 8 of the annual report.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or
indirectly, in any contract of significance to the business
of the Group to which the Company or any of its

subsidiaries was a party during the year.

DIRECTORS’ SERVICE CONTRACTS

Mr. Wang Shaolan, an executive director and the Vice
Chairman of the Company, has a service contract with
the Company for a term of three years commencing from
5 July 2004. If the Company terminates the service
contract with Mr. Wang prior to the expiry of the contract
term, the Company shall compensate Mr. Wang twelve

months’ salary.
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DIRECTORS’ SERVICE CONTRACTS (continued)

Mr. Shang Jian Guang, an executive director and the
chief executive officer of the Company, has a service
contract with the Company for a term of two years
commencing from 18 November 2004 and is subject to
termination by either party by giving not less than three

months’ written notice.

Mr. Hon Kwok Lung, the Chairman of the Company, Mr.
Shi Tao and Mr. Lam Toi Man, executive directors of the
Company, have service contracts with the Company for
an initial term of two years commencing from 1 July 2004
and is subject to termination by either party by giving not
less than two months' written notice. On their initial expiry,
these service contracts will each continue for successive
terms of one year unless terminated by not less than two
months' written notice served by either party to the other.

Mr. Fung Tze Wa and Dr. Kwong Chun Wai, Michael,
independent non-executive directors of the Company,
have service contracts with the Company for an initial
term of two years commencing from 3 May 2004. On
their initial expiry, these service contracts will each
continue for successive terms of one year unless
terminated by not less than one month's written notice
served by either party to the other.

No director proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Company which is not determinable by the Company
within one year without payment of compensation, other

than statutory compensation.
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DIRECTORS’ REMUNERATION

The directors’ fees can be fixed by the directors of the
Company subject to shareholders’ authorisation at general
meetings. Other emoluments are determined by the Board
with reference to the duties, responsibilities and
performance of the directors and the results of the Group.

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

At 31 December 2004, the interests or short positions of
the directors and chief executive in the share capital and
underlying shares of the Company or its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQO”)), 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 of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) of Listing
Rules, were as follows:
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Percentage of
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Name of director AR FEgEaR 2RTRAK
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Hon Kwok Lung BRI Through a controlled 625,393,515 40.48
corporation (note)
BRXEH LA (Bt &)
Lam Suk Ying MO 5 Through a controlled 625,393,515 40.48
corporation (note)
FRZEHDA (B £E)
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (Continued)

Note:

Mr. Hon Kwok Lung holds 50% and his wife, Ms. Lam Suk Ying
holds 20% interests in Sincere View International Limited
("Sincere View") which is the controlling shareholder of the
Company holding 625,393,515 shares of the Company.

Mr. Hon Kwok Lung and Ms. Lam Suk Ying are deemed to have
an interest in the same parcel of shares of 625,393,515 held by
Sincere View.

Save as disclosed above, as at 31 December 2004, no
person had registered an interest or short position in the
shares and underlying shares of the Company or any of
its associated corporations that was required to be
recorded pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of
the Company granted to any director or their respective
spouse or minor children, or were any such rights
exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body

corporate.

ESRFETBRAERROKEBRSG 2E
mRKRE (8

i

BHEELERBEZETINREL LR EEEEERE
RAE ([E5])50%K20% s MZ AR BARRGHE
fi% A% B8 - 3% B AR A ]625,393,51508 AL 17 ©

BEEAERMBELLTHRERNESMER —#t
625,393,515 D A HE B IS -

BREXBEEIN R -_ETOF+_A=1+—8"
BB AR A TR AR B SE IR X B 2 B )
KRB R B B IRIEE 5 M B R 5 352
fRFREER 2 RS SOR R HBARFFETA NG
ARP R Z AR R -

EEREROABEHRZER

RERNERRE EFHRESENEBRARKF
FURBERLTEABRBEARRABRNDHES
BN MARRRE AR EARIFES A
AR BUEEF R PMEFREADE B R EGZ FH
il

T/l

annual report 2004 | 30 | —EENFER



SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

At 31 December 2004, the following interests of 5% or
more of the issued share capital of the Company were
recorded in the register of interests required to be kept
by the Company pursuant to Section 336 of the SFO:
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Save as disclosed above, as at 31 December 2004, no
person, other than the directors and chief executive of
the Company whose interests are set out in the section
headed “Directors’ and chief executive’s interests and
short positions in shares and underlying shares” above,
had registered an interest or short position in the shares
and underlying shares of the Company that was required
to be recorded pursuant to Section 336 of the SFO.

CONNECTED TRANSACTIONS
Details of the significant connected transaction of the

Group under the Listing Rules are set out below and in

note 36 to the financial statements.
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CONNECTED TRANSACTIONS (continued)

During the period from 1 January 2004 to 25 March 2004,
being the date China Everbright Holdings Company
Limited (“CEH”) ceased to be the substantial shareholder
of the Company, the Group paid interest expenses to
China Everbright Bank Company Limited, a subsidiary of
CEH, of HK$436,000.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the year, no director is considered to have an
interest in a business which competes or is likely to
compete, either directly or indirectly, with the businesses
of the Group pursuant to the Listing Rules, other than
those businesses to which the directors were appointed
as directors to represent the interest of the Company
and/or the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the
Company and within the knowledge of the directors as
at the date of the annual report, the Company’s shares
which are in the hands of the public exceeded 25% of
the Company’s total issued share capital as at the date

of this report.
POST BALANCE SHEET EVENTS
Details of the significant post balance sheet events of

the Group are set out in note 37 to the financial

statements.
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CODE OF BEST PRACTICE

In the opinion of the directors, the Company has complied
with the Code of Best Practice (the “Code”) as set out in
Appendix 14 of the Listing Rules throughout the
accounting period covered by the annual report, except
that Mr. Werner Max Michael Makowski, Mr. Yang Zheng
Qing, Mr. Li Qiang and Ms. Sit Lai Hei were not appointed
for specific terms as required by paragraph 7 of the Code,
but are subject to retirement by rotation in accordance

with the Company's articles of association.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Board adopted the Model Code as the Company's
code of conduct for dealings in securities of the Company
by the directors. Having made specific enquiry with all
the Company’s directors, the Company has ascertained
that all of its directors have complied with the required
standards set out in the Model Code throughout the

accounting period covered by the annual report.

AUDIT COMMITTEE

The Company has an audit committee which was
established in compliance with Rule 3.21 of the Listing
Rules for the purpose of reviewing and providing
supervision over the Group’s financial reporting process
and internal controls. The audit committee comprises the
three existing independent non-executive directors of the
Company. The audit committee has reviewed with
management the accounting principles and practices
adopted by the Group and discussed auditing, internal
control and financial matters including the review of the
audited financial statements for the year ended 31
December 2004.
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AUDITORS

During the year 2003, KPMG resigned as auditors of the
Company and Ernst & Young were appointed by the
directors to fill the causal vacancy so arising. There have
been no other changes of auditors in the past three years.
A resolution for the reappointment of Ernst & Young as
auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD
Hon Kwok Lung
Chairman

Hong Kong
22 April 2005
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