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Report of the Directors EE &%

The directors present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2005.

PRINCIPAL ACTIVITIES

The principal activities of the Company are investment holding
and the provision of corporate management services. The
principal activities of the subsidiaries comprise:

(i) the development, manufacture, sale and distribution of
information and entertainment consumer electronic
products for home and automobiles;

(i) the development and provision of networking technology
services; and

(iiiy the provision of integrated solutions and services for
the cable TV industry.

There were no significant changes in the nature of the Group's
principal activities during the year.

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 December 2005 and
the state of affairs of the Company and the Group at that
date are set out in this annual report on pages 42 to 170.

The directors do not recommend the payment of any dividend
in respect of the year ended 31 December 2005.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets, liabilities
and minority interests of the Group for the last five financial
years, as extracted from the audited financial statements and
restated/reclassified as appropriate, is set out on page 173
of this annual report. This summary does not form part of
the audited financial statements.
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PROPERTY, PLANT AND EQUIPMENT
AND INVESTMENT PROPERTY

Details of movements in the property, plant and equipment
and investment property of the Company and the Group
during the year are set out in notes 14 and 15 to the financial
statements respectively. Further details of the Group’s major
properties are set out on pages 171 to 172.

SHARE CAPITAL

There was no movement in either the Company’s authorised
or issued share capital during the year. Details of the
Company's issued share capital are set out in note 33 to the
financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's bye-laws/articles of association or the laws of
Bermuda 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
the Group during the year are set out in note 35(b) to the
financial statements and in the consolidated statement of
changes in equity, respectively.
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DISTRIBUTABLE RESERVES

At 31 December 2005, the Company had no reserves
available for distribution calculated in accordance with the
provisions of the Companies Act 1981 of Bermuda (as
amended). The Company's share premium account, in the
amount of HK$212,320,000, 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 30% of the total sales for
the year. Purchases from the Group's five largest suppliers
accounted for 33.519% of the total purchases for the year
and purchases from the largest supplier included therein
amounted to 14.63%.

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.

DIRECTORS

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

Executive directors:

Mr. Poon Ka Hung
Mr. Wu Lai Ping
Mr. Yeung James
(appointed on 31 March 2006)
Mr. Lin Hoo Fun
(resigned on 31 March 2006)
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DIRECTORS (continued)

Non-executive directors:

Mr. Fung Chi Kong, Edward*
(resigned on 14 February 2006)
Ms. Cheung Mei Ha, Jennifer
(resigned on 31 March 2006)
Mr. Leung Chun Pong

Independent Non-executive directors:

Mr. Chan Wing Tai, Joseph*
Mr. Tang Tin Ying*
Mr. Tay Chee Hung, Clement*

* Members of the audit committee

In accordance with the Company's bye-laws, Messrs. Poon
Ka Hung, Yeung James and Chan Wing Tai, Joseph will retire
by rotation and, being eligible, will offer themselves for re-
election at the forthcoming annual general meeting.

The Company has received annual confirmations of
independence from Messrs. Chan Wing Tai, Joseph, Messrs.
Tang Tin Ying and Messrs. Tay Chee Hung, Clement, and as
at the date of this report still considers them 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 10 to
13 of this annual report.

% (&)
FHTESE

o S
(R=FBAEZA A BHE)
REBLL
(R=BEAF=A=+—ARE)
RIRA

BYFHITES :

BRECZR e AL+
PN
B E T

]

* BRERBEX

]

\

REARB 2 ARMANRE  BRERE
BRBEENREFALEBRERERRBF
REeLtmERT  HERFTAERLBERS
BELL

ARRDWEIBREZTELE - BREL LRI

SHALEZFEBIMERE  UNARS
BHDRRERBILAL

EEREREEAEERE

ARREERAEESRERBAB ZFHARE
FENEFERFIOBEEE 138



Orient Power Holdings Limited Annual Report 2005 4%

Report of the Directors EE&#H &

DIRECTORS’ SERVICE CONTRACTS

Messrs. Poon Ka Hung and Wu Lai Ping each entered into a
service agreement with the Company for a term of three
years commencing from 1 September 1994, which has
continued thereafter until terminated by either party by giving
to the other not less than three months’ written notice.

The non-executive directors and independent non-executive
directors are not appointed for a specific term, but are subject
to retirement by rotation and re-election at the annual general
meeting in accordance with the bye-laws of the Company.

Save as disclosed above, 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.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders' approval at
general meetings. Other emoluments are determined by the
Company's board of directors with reference to directors’
duties, responsibilities and performance and the results of
the Group.

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.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES

At 31 December 2005, the interests and short positions of
the directors in the share capital 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"), were as follows:

Long positions in ordinary shares of the
Company
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Number of issued shares held, capacity and nature of interest
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Percentage of
the Company'’s

Directly

beneficially

owned

Notes =R

Name of director Bz k3 %3 L]
Mr. Poon Ka Hung ERELE (a) -
Mr. Wu Lai Ping HEFrE (a) -
Mr. Lin Hoo Fun EERSLE (b) -
Mr. Leung Chun Pong REREE 103,842

Through issued
controlled share capital
corporation Other NN
EB interests Total BETKRA
ZEHEE Hitn i 2 Azt ZEDHL
161,870,103 - 161,870,103 31.75
- 161,870,103 161,870,103 31.75

3,500,000 - 3,500,000 0.69

- - 103,842 0.02
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES (continued)

Notes:

(a) The number of shares held as corporate interests through a
controlled corporation and other interests refer to the same
parcel of shares which are held by High Rate Investments
Limited (“High Rate"), a company beneficially owned as to
50% by Mr. Poon Ka Hung and 50% by a discretionary family
trust of which Mr. Wu Lai Ping is the settlor and his family
members are beneficiaries.

(b) The numbers of shares held as corporate interests of Mr. Lin
Hoo Fun refers to the same parcel of shares which are held
by Newray Int'l Limited, a company beneficially owned by Mr.
Lin Hoo Fun.

In addition to the above, certain directors have non-beneficial
personal equity interests in certain subsidiaries held for the
benefit of the Company solely for the purpose of complying
with the minimum company membership requirement.

Save as disclosed above, as at 31 December 2005, none of
the directors had registered an interest in the 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’ AND CHIEF
EXECUTIVE'S RIGHTS TO ACQUIRE
SHARES

At no time during the year were rights to acquire benefits by
means of the acquisition of shares in 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.
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SHARE OPTION SCHEME

On 29 May 2002, the Company adopted a share option
scheme under which it may grant options to eligible persons,
including employees and directors of the Group, to subscribe
for shares of the Company. No share options had been
granted under the share option scheme since its adoption.
Details of the Company’s share option scheme are set out in
note 34 to the financial statements.

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

At 31 December 2005, 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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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Note:

1. These shares are held by High Rate Investments Limited, which
is beneficially owned as to 50% by Mr. Poon Ka Hung and
50% by a family discretionary trust of which Mr. Wu Lai Ping
is the settlor and his family members are beneficiaries.

The above interests have also been disclosed as the interests
of Messrs. Poon Ka Hung and Wu Lai Ping under the section
“Directors’ interests in shares” above.

Save as disclosed above, as at 31 December 2005, no person,
other than the directors of the Company, whose interests are
set out in the section “Directors’ interests and short positions
in shares” above, had registered an interest in the shares of
the Company that was required to be recorded pursuant to
Section 336 of the SFO.

CONNECTED TRANSACTIONS

During the year, the Company and the Group had certain
connected transactions, details of which are set out in note
40 and disclosed in compliance with the requirements of
Chapter 14A of the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”).

The Company had also executed and issued guarantees and
stand-by letters-of-credit in favour of a bank in respect of two
revolving loan facilities in the sum of US$1.25 million and
RMB2.0 million, respectively, granted to Orient Power-
Sunniwell IT Limited ("OPSIT"), a 51% owned subsidiary of
the Group. The minority shareholder of OPSIT has also
executed guarantees in favour of the Company for their
proportional interests in OPSIT of 49% for a US$1.25 million
loan granted to OPSIT.
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CONNECTED TRANSACTIONS
(continued)

In addition, the Company has executed and issued a guarantee
in favour of a bank in respect of loan facilities not exceeding
US$2.5 million granted to Jiangsu Orient Power Electronics
Company Limited (“JOPE"), a 51%-owned jointly-controlled
entity of the Group.

The Company has executed and issued a counter-guarantee
in favour of a deemed minority shareholder of Orient Power
(Wuxi) Digital Technology Company Limited (“OPWDT"), a
77.5%-owned subsidiary of the Group, for the guarantee given
by the deemed minority shareholder in relation to bank loan
facilities of HK$57,973,000 of OPWDT.

The independent non-executive directors of the Company
have reviewed the continuing connected transactions set out
in note 40 to the financial statements and have confirmed
that the continuing connected transactions were entered into
(i) in the ordinary and usual course of the business of the
Group; (ii) on normal commercial terms or on terms no less
favourable to the Group than terms available to/from
independent third parties; and (iii) in accordance with the
relevant agreements governing them on terms that are fair
and reasonable and in the interests of the shareholders of
the Company as a whole.
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DISCLOSURES PURSUANT TO RULE BELLmHEAE13.22(&4EH
13.22 OF THE LISTING RULES ZHE

Ll

In accordance with the disclosure requirements of Rule 13.22 BRETRABIZ22GEZWERT - ATH
of the Listing Rules, the following disclosures are included in BIOSMERTHE AR M B ERERM
respect of financial assistance and guarantees to affiliated fEh - BEZEZZTERFT-_A=+—H " ' K
companies. As at 31 December 2005, the Group had provided SEMBBARRE MBI ELERE &
to affiliated companies financial assistance and guarantees 16,845,000/ EASBEBEBRARAZT
amounting, in aggregate, to HK$16,845,000 which exceeded BEFBRTX) 28% ZFEHBARIN-E
8% of the market capitalisation of the Company, as further THEFTZA=T—HZ2EBEcHEEARE
explained below. The pro forma combined balance sheet of RMAEBZEEERZWOT -

these affiliated companies as at 31 December 2005 and the

Group's attributable interest therein are set out as follows:

Pro forma combined

wmEEHt
HK$'000
FET
Non-current assets EREBEE 14,349
Current assets MEEE 103,634
Current liabilities mBas (117,433)
Net current liabilities mEBEFES (13,799)
Total assets less current liabilities BMEERTBERE 550
Non-current liabilities ERBEE (6,106)
Net liabilities BEFHE (5,556)
Issued capital BEEITIRAR 49,033
Reserves (ke (54,589)

Net deficiency B (5,556)
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DISCLOSURES PURSUANT TO RULE
13.22 OF THE LISTING RULES
(continued)

As at 31 December 2005, the issued share capital of the
Company comprised 509,805,968 shares in issue. Based on
the average closing price of the Company's shares of
HK$0.2072 per share by reference to the Stock Exchange's
daily quotation sheets for the trading days from 22 December
2005 to 30 December 2005 (both dates inclusive), being
the five business days immediately preceding 31 December
2005, the total market capitalisation of the Company was
approximately HK$105,632,000 as at 31 December 2005.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of
the Company's total issued share capital was held by the
public 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 42 to the financial statements.

AUDITORS

Ernst & Young 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

Poon Ka Hung
Chairman

Hong Kong
26 April 2006
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