The directors present their annual report and the audited financial statements of
Mayer Holdings Limited (the “Company”) and its subsidiaries (collectively referred

to as the “Group”) for the year ended 31 December 2006.

Principal Activities and Geographical Analysis of
Operations

The principal activity of the Company is investment holding. The activities of the

subsidiaries are set out in note 21 to the financial statements.

An analysis of the Group’s performance for the year by business and geographical

segments is set out in note 5 to the financial statements.

Results and Dividends

The Group's profit for the year ended 31 December 2006 and the state of affairs
of the Company and the Group at that date are set out in the financial statements

on pages 36 to 39.

The directors recommend the payment of final dividend of RMB 2 cents per
ordinary share, totaling RMB9,600,000.

Summary Financial Information

A summary of the results and of the assets and liabilities of the Group for the last

five years is set out on page 4.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the Group during

the year are set out in note 17 to the financial statements.

Share Capital

Details of movements in the Company’s share capital during the year are set out

in notes 32 to the financial statements.

Reserves

Details of movements of the reserves of the Company and the Group during the
year are set out in note 34 to the financial statements and in the consolidated

statement of changes in equity, respectively.

Distributable reserves of the Company at 31 December 2006 amounted to
RMB128,867,000 (2005: RMB148,412,000).
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There is no provision 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 of the Company.

The largest and the five largest customers accounted for less than 20% of the
Group's total turnover for the year. The largest and the five largest suppliers

accounted for 45% and 82% of the Group’s purchases for the year, respectively.

None of the directors, their associates or any shareholders 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.

The share option scheme was adopted on 24 May 2004 (the “Share Option
Scheme”) for the primary purpose of providing incentive and to recognize the
contribution of the eligible participants to the growth of the Group and will
expire on 24 May 2014. Under the Share Option Scheme, the Board may grant
options to eligible full time employees, including any executive, non-executive
and independent non-executive directors, and consultants or advisers of the

Company and/or any of its subsidiaries.

Up to 31 December 2006, no options have been granted since the adoption of
the Share Option Scheme. The total number of shares in respect of which options
may be granted under the Share Option Scheme and any other option schemes is
not permitted to exceed 30% of the issued share capital of the Company from
time to time, without prior approval from the Company’s shareholders. The number
of shares in respect of which options may be granted to any individual in any year
is not permitted to exceed 1% of the issued share capital of the Company, without

prior approval from the Company’s shareholders.

Options may be exercised at any time from the date of grant to the 10 years of
the date of grant. No minimum period for which an option must be held is required.
The exercise price, which is determined by the Board, is the highest of: (i) the
closing price per share on the date of grant; (ii) the average closing price per
share for the five business days immediately preceding the date of grant; and (iii)

the nominal value of a share.
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Purchase, Sale and Redemption of the Company’s Listed
Securities

During the year, there was no purchase, sale or redemption by the Company, or

any of its subsidiaries, of the Company’s listed shares.

Directors

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

were:

Executive directors

Mr. Lai Yueh-hsing

Mr. Lo Haw

Mr. Wu Kuo-lung (Resigned on 1 July 2006)

Mr. Shen Heng-chiang (Resigned on 1 July 2006)
Mr. Cheng Dar-terng

Mr. Chiang Jen-chin

Dr. Lin Meng-chang (Appointed on 1 July 2006)
Mr. Lu Wen-yi (Appointed on 1 July 2006)

Non-executive directors

Mr. Hsiao Ming-chih
Mr. Huang Chun-fa

Independent non-executive directors

Mr. Huang Jui-hsiang
Mr. Lin Sheng-bin
Mr. Alvin Chiu

In accordance with article 112 of the Company’s Articles of Association, each of
Mr. Lai Yueh-hsing, Mr. Huang Chun-fa, Mr. Huang Jui-hsiang, Mr. Lin Sheng-bin
and Mr. Alvin Chiu will retire by rotation at the forthcoming annual general meeting

and being eligible, will offer himself for re-election.

In accordance with article 95 of the Company’s Articles of Association, each of
Dr. Lin Meng-chang, and Mr. Lu Wen-yi will retire by rotation at the forthcoming

annual general meeting and being eligible, will offer himself for re-election.

The Board expresses on behalf of the Company great appreciation and gratitude
to Mr. Wu Kuo-lung and Mr. Shen Heng-chiang for their past contribution to the
Group.

Biographical details of the directors of the Company are set out on pages 10 to
11.
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Each of the executive directors has entered into a service agreement with the
Company for an initial term of one year commencing from 21 June 2004 and
shall continue thereafter from year to year until and unless terminated by either

party by giving to the other party not less than three months’ prior written notice.

Each of the non-executive directors and independent non-executive directors has
entered into a service agreement with the Company for an initial term of one
year commencing from their respective dates of appointment and shall continue
thereafter from year to year until and unless terminated by either party by giving

to the other party not less than three months’ prior written notice.

Save as disclosed above, no directors proposed for re-election at the forthcoming
annual general meeting has a service agreement with the Company which is not
determinable by the Company within one year without payment of compensation,

other than statutory compensation.

The Company has received from each of its independent non-executive directors
an annual confirmation of his independence in 2006 pursuant to Rule 3.13 of
the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”) and as at the date of this report, the Company still considers the

independent non-executive directors to be independent.

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company and the Group was entered

into or existed during the year.

Saved as disclosed in note 42 to the financial statements, 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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As at 31 December 2006, the interests and short positions of the directors and
chief executives of the Company 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, Chapter 571 of the Laws of Hong
Kong (the “SFO")) which were notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they have taken, or deemed to have taken under such provisions),
or which were required, pursuant to section 352 of the SFO, to be entered in the
register required to be kept therein, or which were required pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies in the
Listing Rules to be notified to the Company and the Stock Exchange, were as

follows:
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Approximate

Number of ordinary shares in Taiwan Mayer % of
ABXTEBEREE shareholding
Name of director Personal Family Corporate Other Total BFRBQ
EEnE fEA EY AL Hith A% Bk
Mr. Lo Haw 188,442 1,015 10,801,958 - 10,991,415 6.77%
BEAE
Mr. Cheng Dar-terng - 25,014 2,852,300 - 2,877,314 1.77%
EER TS
Mr. Chiang Jen-chin 1,003 - - - 1,003 0.00%
BLCREE
Mr. Shen Heng-chiang - 3,300 - - 3,300 0.01%
LFBEE
Mr. Wu Kuo-lung 3,415,280 54,567 - - 3,469,847 2.01%
REBELE
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Number of ordinary shares in Taiwan Mayer

Approximate
% of total

EMEEEBERSE shareholding
Name of director Personal Family Corporate Other BEREHD
EEgE BA Edi 3 AT Hity BAk
Mr. Lo Haw - - 12,800,000 - 6.40%
BEEE

Save as disclosed above, as at 31 December 2006, none of the directors or chief
executives of the Company nor their respective associates, had any interests and
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 would have to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they have taken, or deemed to have taken under such provisions), or which
were required, pursuant to section 352 of the SFO, to be entered in the register
required to be kept therein, or which were required pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies in the Listing Rules to
be notified to the Company and the Stock Exchange, and none of the directors
or chief executives, or their respective spouses or children under the age of 18,
had any right to subscribe for the securities of the Company, or had exercised any

such rights at any time during the period.
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So far as the directors of the Company are aware, the person/entity (not being a HRARBEFME TIALTEE (LIFEARF]
director or a chief executive of the Company) who has interests or short positions EFLTBTHAR) BEARERESFRBAEHKRIIZE
in the shares and underlying shares of the Company, which would fall to be VEREE2 K37 B0 2 #RIE - AR AR R TR ANA A
disclosed to the Company under the provisions of Divisions 2 and 3 of Part IV of &0 KA D 2 EmSOA BRI

the SFO, were as follows:

Approximate percentage

of Company’s

Capacity and issued share capital
Name Nature of interest Number of shares EARAR S BT
REREH SO RERENE BERGHE RAEABHNBE DL
Taiwan Mayer (Note 1) Corporate 300,000,000 62.5%
aEED (Wit1) N
Mayer Corporation Development Corporate 300,000,000 62.5%
International Limited (“BVI Mayer")
Mayer Corporation Development NG
International Limited ([(BVI Mayer])
Mr. Cheng Wen-ching (Note 2) Personal 40,000,000 8.33%
B BB (Hat2) EA
Mr Cheng Ya-chung (Note3) Personal 24,000,000 5.00%
EHerh A (H223) EA
Brocheng International Limited (Note 4) Corporate 20,000,000 417%
Brocheng International Limited (473#4) yNC]
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Note 1: BVI Mayer is a wholly-owned subsidiary of Taiwan Mayer. Taiwan Mayer is deemed
to be interested in the 300,000,000 shares held by BVI Mayer under the SFO.

Note 2: Mr. Cheng Wen-ching personally holds 20,000,000 shares and indirectly holds
20,000,000 shares through Brocheng International Limited which is an investment
holding company owned by his families. He is deemed to be interested in the shares
held by Brocheng International Limited under Part XV of the SFO.

Note 3: Mr. Cheng Ya-chung personally holds 4,000,000 shares and indirectly holds
20,000,000 shares through Brocheng International Limited which is an investment
holding company owned by him and his families. He is deemed to be interested in
the shares held by Brocheng International Limited under PartXV of the SFO.

Note 4: Brocheng International Limited is wholly owned by Mr Cheng Wen-ching, Cheng
Ya-chung and his families which held 20,000,000 shares. Mr Cheng Ya-chung and
Mr Cheng Wen-ching are deemed to be interested in the shares held by Brocheng
International Limited under Part XV of the SFO.

Save as disclosed above, as at 31 December 2006, the directors of the Company
are not aware of any other person/entity (not being a director or a chief executive
of the Company) who has interests or short positions in the shares and underlying
shares of the Company, which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part IV of the SFO, or who is directly or
indirectly interested in 10% or more of the shares of the Company or equity
interest in any member of the Group representing 10% or more of the equity

interest in such company.

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 directors,
supervisors 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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Certain related party transactions as disclosed in note 42 to the financial statements

also constituted connected transactions under the Listing Rules, required to be

disclosed in accordance with Chapter 14A of the Listing Rules. The following

transactions between certain connected parties (as defined in the Listing Rules)

and the Company have been entered into and/or are ongoing for which relevant

announcements, if necessary, had been made by the Company in accordance

with the requirements of the Listing Rules.

M

On 28 October 2001, the Group entered into a lease agreement with Ms.
Shih Hui-ping, the spouse of Mr. Lo Haw (being a director of the Company),
pursuant to which the Group agreed to pay a monthly rental of RMB10,000
in respect of the Group's occupation of Shanghai office for a term of five
years commencing on 28 October 2001. In the opinion of the directors of
the Company, the rental is based on normal commercial terms and is
conducted in the ordinary and usual course of business of the Group. This
transaction constitutes a de minimis continuing connected transaction
exempted from the reporting, announcement and independent
shareholders’ approval requirements in accordance with Rule 14A.33(3) of

the Listing Rules.

On 1 May 2005, the Group entered into an aircraft lease agreement with
Daily Air Corporation, Inc. (the “Daily Air”) regarding the leasing of two
aircrafts and the provision of consultancy services for a term of three years
commencing on 1 May 2005. Mr. Huang Chun-fa, a non-executive director
of the Company, is a substantial shareholder of Daily Air. Pursuant to the
lease agreement, Daily Air agreed to pay a monthly rental fee and
consultancy fee payable of USD26,000 for each aircraft and USD10,000,
for the three years ending 30 April 2008, respectively. In the opinion of the
directors of the Company, the lease rental is based on normal commercial
terms and is conducted in the ordinary and usual course of business of the
Group. This transaction constitutes a continuing connected and discloseable
transaction exempted from the independent shareholders’ approval

requirements in accordance with Rule 14A.38 of the Listing Rules.
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On 30 June 2006 an ordinary resolution was passed by way of poll that a
connected transaction of the issuance of the Fullchamp Technologies Co.,
Ltd.’s (“Fullchamp™) 10,000,000 new shares at offer price of NTD12.5 per
share (the “Fullchamp Offer Shares”) to Taiwan Mayer and other investors.
The Company did not subscribed for any share in the Fullchamp Offer Shares,
as a result, the Company’s equity interest in Fullchamp was diluted from
approximately 51.83% to 39.48% upon the completion of the Fullchamp
Share Offer and it was treated as a deemed disposal by the Company, details
of which were disclosed in the circular of the Company dated 12 June
2006.

On 3 October 2006 and 6 November 2006, the Company as vendor has entered

into a share disposal agreements with independent third Parties pursuant to which

the Company agreed to procure Sunbeam to sell to such independent third parties

a total 4,600,000 shares of Fullchamp, representing approximately 10.97% of

the total issued share capital of Fullchamp. Details of which were disclosed in the

circular of the Company dated 10 November 2006.

Biographical details of the senior management and company secretary of the

Group are set out on page 12.

On 13 April 2007, Sunbeam Group Limited (“Sunbeam”), a wholly-owned
subsidiary of the Company, entered into the Share Disposal Agreement
with Taiwan Mayer, the ultimate controlling Shareholder, pursuant to which
Sunbeam agreed to sell and Taiwan Mayer agreed to purchase 11,960,000
shares of Fullchamp, representing approximately 28.51% of the total issued
share capital of Fullchamp and representing the entire equity interest of the
Company in Fullchamp, for a consideration of NT$12.50 (equivalent to
approximately HK$2.95) per share and a total consideration of NT$149.5
million (equivalent to approximately HK$35.2 million) in cash. Accordingly,
the Disposal of Fullchamp constitutes a major and connected transaction

for the Company under the Listing Rules.
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ROC Advance Limited (“ROC Adavance”), a wholly-owned subsidiary of
the Company, has entered into the Aircraft Sale Agreement with Sino Regal
Assets Limited (“Sino Regal”) a wholly-owned subsidiary of Taiwan Mayer,
the ultimate controlling Shareholder on 13 April 2007 regarding the purchase
of two Dornier 228-212 aircrafts from Sino Regal for a total consideration
of approximately USD2 million (equivalent to approximately HK$15.6
million). And the Acquisition and Aircraft Sale Agreement constitutes a
discloseable and connected transaction for the Company under the Listing

Rules.

(@) Lease Assignment Agreement

Pursuant to an Aircraft Lease Agreement entered into between Sino
Regal and Daily Air dated 1 May 2005, Sino Regal agreed to lease the
Aircrafts to Daily Air for a term of three years commencing from 1
May 2005 to 30 April 2008.

On 31 April 2007, Sino Regal, ROC Advance and Daily Air executed
the Lease Assignment Agreement. Pursuant to the Lease Assignment
Agreement, Sino Regal, as the assignor, has transferred all its rights
and responsibilities at the capacity of the lessor, including but not
limited to receive rental fee from Daily Air, under the Aircraft Lease
Agreement to ROC Advance, as the assignee. ROC Advance has agreed
to continuously lease the Aircrafts to Daily Air for the period
commencing from the date of the Lease Assignment Agreement to
30 April 2008.

Pursuant to the Lease Assignment Agreement, the Directors expect
that the annual cap for the rental fee payable by Daily Air to ROC
Advance for the period from the date of the Lease Assignment
Agreement to 30 April 2008 will be USD552,000 per year.
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(b)  Raw Material Purchase Agreement

On 13 April 2007, Guangzhou Mayer, a 81.4% indirectly owned
subsidiary of the Company, entered into the Raw Material Purchase
Agreement with Taiwan Mayer pursuant to which Guangzhou Mayer
agreed to purchase and Taiwan Mayer agreed to sell raw materials

for the period commencing from 1 April 2007 to 31 March 2010.

Pursuant to the Raw Material Purchase Agreement, the Directors
expect that the annual caps for the Raw Material Purchase for the
three years ending 31 March 2010 will be USD3.9 million, USD4.29

million and USD4.719 million respectively.

Further details of which were disclosed in the Company’s

announcement dated 13 April 2007.

The financial statements have been audited by CCIF CPA Limited who retire and,

being eligible, offer themselves for re-appointment.

By order of the Board

Lai Yueh-hsing

Chairman

Hong Kong, 18 April 2007
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