Report of the Directors
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The directors submit their report together with the audited
accounts of Raymond Industrial Limited (the “Company”)
and its subsidiaries (the “Group”) for the year ended
31st December 2004.

The principal activities of the Company and its
subsidiaries are investment holding, manufacturing and
sale of electrical home appliances in North America,
Japan, Australia, Europe and the People’s Republic of
China (the “PRC”), manufacturing and sale of cigarette
paper in the PRC and property leasing in Hong Kong.

An analysis of the Group’s performance for the year by
geographical and business segments is set out in note
3 to the accounts.

The Group’s head office is in Hong Kong and all of its
products are manufactured in the PRC. The principal
activities and particulars of the Group’s subsidiaries are
set out in note 14 to the accounts.

The results of the Group for the year are set out in the
consolidated profit and loss account on page 23.

The directors declared an interim dividend of 5 HK cents
per ordinary share (2003: 4 HK cents per ordinary share),
totalling HK$18,534,743 (2003: HK$13,383,675), which
was paid on 19th October 2004.

The directors recommend the payment of a final dividend
of 11 HK cents per ordinary share (2003: 10 HK cents
per ordinary share), totalling HK$40,781,935 (2003:
HK$36,877,186).

Movements in the reserves of the Group and the
Company during the year are set out in note 23 to the
accounts.

Charitable and other donations made by the Group during
the year amounted to HK$3,507,800.
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Details of the movements in fixed assets of the Group
and the Company are set out in note 13 to the accounts.

Details of the principal properties held for investment
purposes are set out on page 96.

Details of the movements in share capital of the Company
are set out in note 22 to the accounts.

Particulars of the pension schemes of the Group are set
out in note 21 to the accounts.

Distributable reserves of the Company at 31st December
2004, calculated under section 79B of the Hong Kong
Companies Ordinance, amounted to HK$345,500,065
(2003: HK$84,426,698).

There is no provision for pre-emptive rights under the
Company’s Articles of Association and there was no
restriction against such rights under the laws of Hong
Kong, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

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 94 and 95.

The Company has not redeemed any of its shares during
the year. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares
during the year.
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Share options are granted to directors, employees and
other eligible participants specified under the Share
Option Scheme (the “Scheme”) approved by shareholders
of the Company at an extraordinary general meeting on
6th June 2003. Details of the Scheme are as follows:

Purpose To give eligible participants incentives or rewards for
their contribution or potential contribution to the Group

Participants (i) Directors, employees of any member of the Group
or any controlling shareholder of the Company
(“Controlling Shareholder”) or any company
controlled by a Controlling Shareholder

(i) Holder of any securities issued by any member of
the Group or any Controlling Shareholder of the
Company or any company controlled by a
Controlling Shareholder

(i) (a) any business or joint venture partner,
contractor, agent or representative of,

(b)  any supplier of goods or services to, or

(c)  any customer or distributor of goods or
services of,

any member of the Group or any Controlling
Shareholder or a company controlled by a
Controlling Shareholder;

and for the purpose of the Scheme, shall include
any company controlled by one or more persons
belonging to any of the above classes of persons
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SHARE OPTIONS (Continued) BRE (&)

Total number of shares AMHEET7LREREER

available for issue and
the percentage of the
issued share capital
that it represents as at
the date of the annual
report

Maximum entitlement
of each participant

Period within which the
securities must be
taken up under
an option

Minimum period for which
an option must be held
before it can be
exercised

Amount payable on
acceptance of the
option

Period within which
payments must be
made

Basis of determining the
exercise price

The remaining life of
the Scheme

6,386,016 shares and 1.72% of the issued share
capital

1% of the aggregate number of shares in issue in
any 12-month period up to the date of grant

Within a maximum period of 10 years commencing
from the date of grant of such options

Not applicable

HK$1.00 for each lot of share options granted

21 days from the date of the offer

The higher of (i) the closing price of the shares
on the offer date or (ii) the average closing price
of the shares for the 5 trading days immediately
preceding the offer of the option, provided that
the exercise price is not less than the nominal
value of the share

The Scheme remains in force until 5th June 2013
unless otherwise terminated under terms of the
Scheme
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Details of the share options outstanding as at 31st
December 2004 which have been granted under the
Scheme are as follows:

Number of options

R-ZZEZMF+ZA=+—B REFFERE M EARTT
FEHERERFEST T

BREHA
Held at
Held at 31st December
1st January Granted Exercised 2004
2004  duringthe  duringthe R-ZEME Exercise
Name R-BEm%E year year tZA=1-H price Grant date  Exercisable from  Exercisable until
%2 -f-B2&8 FREH ERfR &8 e RiLAH figid ] kHz
(note) HK$
(Hfit) by
Executive directors
HITEE
Mr. Wong, John Ying Man 3,143,008 - - 3,143,008 1.25 23rd June 2003 23rd June 2003 5th June 2013
ERE A Z%%= Z%%:=F “E-=F
~AZtZR ~AZt=H ~ARA
Mr. Wong, Kennedy Ying Ho 3,143,008 = = 3,143,008 1.25 23rd June 2003 23rd June 2003 5th June 2013
BERTE Z%%= Z%%:=F “E-=F
~AZtZR ~AZt=H ~ARA
Mr. Wong, Raymond Man Hin 3,143,008 = 3,143,008 = 1.25 23rd June 2003 23rd June 2003 5th June 2013
EXERE Z%%= Z%%:=F “E-=F
~AZtZR ~AZt=H ~ARA
Other employees 400,000 - 350,000 50,000 1.25 23rd June 2003 23rd June 2003 5th June 2013
EffEE Z%%= Z%%:=F “E-=F
~AZtZR ~AZt=H ~ARA
Suppliers 100,000 - - 100,000 1.25 23rd June 2003 23rd June 2003 5th June 2013
e 4 ZT3-F “E-=f
~AZtZR ~AZt=H ~ARA
Other eligible persons 200,000 = 200,000 = 1.25 23rd June 2003 23rd June 2003 5th June 2013
EEEBAL Z%%= Z%%:=F “E-=F
~AZtZR ~AZt=H ~ARA
10,129,024 - 3,693,008 6,436,016
Note: B it -

The weighted average closing price of the shares of the
Company before the exercise dates on which the options were
exercised is HK$2.49.

The share options granted are not recognised in the
financial statements until they are exercised.
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The directors during the year were:

Executive directors:

Mr. Wong, Wilson Kin Lae
Mr. Wong, John Ying Man
Mr. Wong, Kennedy Ying Ho
Mr. Wong, Raymond Man Hin

Non-executive directors:
Dr. Wong, Philip Kin Hang
Mr. Huang Zhouchang

Mr. Qiang Wenyu

Independent non-executive directors:
Mr. Leung, Michael Kai Hung

Mr. Fan, Anthony Ren Da
Mr. Ng Yiu Ming (appointed on 2nd July 2004)
Alternate director:

Mr. Xiong Zhengfeng

In accordance with Articles 95 and 112 of the Company’s
Articles of Association, Mr. Wong, John Ying Man, Dr.
Wong, Philip Kin Hang and Mr. Leung, Michael Kai Hung
will retire by rotation at the forthcoming annual general
meeting and, being eligible, offer themselves for re-
election. The remaining directors will continue in office.

None of the directors who are proposed for re-election
at the forthcoming annual general meeting has a service
contract with the Company or its subsidiaries which is
not determinable within one year without payment of
compensation, other than statutory compensation.

The non-executive directors do not have specific terms
of appointment but are subject to retirement by rotation
in accordance with the above articles.
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Except for the transactions disclosed in note 30 to the
accounts, no contracts of significance in relation to the
Group’s business to which the Company or any of its
subsidiaries was a party and 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.

At 31st December 2004, the interests of the directors in
the shares and underlying shares of the Company and
its associated corporations (within the meaning of the
Securities and Futures Ordinance (“SFO”)), as recorded
in the register maintained by the Company under section
352 of the SFO or as notified to the Company were as
follows:
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Personal Family Corporate Other Share
Name of director interests interests interests interests options Total  Percentage
Espe PN £ REER EEER At BRE Af ERES
Executive directors HITEE
Mr. Wong, Wilson Kin Lae -t LA 3,476,008 50,000 (a) 13,431,837(b) 77,881,760 (c) - 94,839,605 25.58%
Mr. Wong, John Ying Man ERGLAE 1,121,440 - - - 3,143,008(g) 4,264,448 1.15%
Mr. Wong, Kennedy Ying Ho ERZAAE - - 12,385,820 (d) - 3,143,008(g) 15,528,828 4.19%
Mr. Wong, Raymond Man Hin BENBLAE 4,117,972 - - - - 4,117,972 1.11%
Non-executive directors FHTEZE
Dr. Wong, Philip Kin Hang RGSHEL 942,902 421,000 (e) 34,126,786 (f) = = 35,490,688 9.57%
Independent non-executive directors B HHTEE
Mr. Leung, Michael Kai Hung PRERE 314,000 - - - - 314,000 0.08%
Mr. Fan, Anthony Ren Da BLERE 314,000 - - - - 314,000 0.08%
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Notes:

(a)

(b)

(c)

(d)

(e)

()

(9)

These shares were held by Ms. Sun, Amelia Kwing Hai,
spouse of Mr. Wong, Wilson Kin Lae.

These shares were held through Broadbridge Enterprises
Limited, a company beneficially owned by Mr. Wong,
Wilson Kin Lae and his spouse.

These shares were held under a trust, the beneficiaries
of which include the children of Mr. Wong, Wilson Kin
Lae.

These shares were held through Limin Corporation, a
company controlled by Mr. Wong, Kennedy Ying Ho.

These shares were held by Mrs. Wong Cheng, Gertrude
Kwok Cheung, spouse of Dr. Wong, Philip Kin Hang.

These shares were held through Ho Kit Man Inc., a
company controlled by Dr. Wong, Philip Kin Hang and his
spouse.

Share options were granted to directors under the Share
Option Scheme approved by shareholders at the
extraordinary general meeting on 6th June 2003. Please
refer to details disclosed under “Share options” section
above.

All the interests disclosed under this section represent
long positions in the shares and share options of the
Company.

Saved as disclosed above, at no time during the year
was the Company or its subsidiaries a party to any
arrangement to enable the directors of the Company to
acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or its associated
corporation.
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According to the register of substantial shareholders
maintained under section 336 of the SFO as at 31st
December 2004, the Company had been notified of the
following substantial shareholders’ interests, being 5%
or more of the Company’s issued share capital. These
interests are in addition to those disclosed above in
respect of the directors.
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Number of shares

R 88
Personal Family Corporate Other

Name of shareholder interests interests interests interests Total Percentage

RRE®E B A2 ZERER =B R Ht R s Rt BAk

Ms. Sun, Amelia Kwing Hai FMELRL 50,000 81,357,768 (a) 13,431,837 (b) - 94,839,605 25.58%

Haylee Inc. Haylee Inc. - - - 77,881,760 (c) 77,881,760 21.01%

East Asia International ROBRET

Trustees Limited BB AT - - - 77,881,760 (d) 77,881,760 21.01%
Silver Talent Development Limited R R AR A 7 - - 53,080,800 - 53,080,800 14.32%
Mrs. Wong Cheng, Gertrude BEHRER T

Kwok Cheung 421,000 942,902(e) 34,126,786 (f) - 35,490,688 9.57%

Ho Kit Man Inc. Ho Kit Man Inc. - - 34,126,786 - 34,126,786 9.21%

Notes: Bt it

(@)  These shares were held by Mr. Wong, Wilson Kin Lae, (a) ZERDNEBFMELL ZEBEZMNEERF-
spouse of Ms. Sun, Amelia Kwing Hai, of which details HBEBRELNZ EETNAR ARG RAEBERMDE
are set out in the “Directors’ interests in shares and e
underlying shares of the Company” section above.

(b) These shares were held through Broadbridge (b) ZERDNEBFMNELLIREEBEREEG Z
Enterprises Limited, a company beneficially owned by Broadbridge Enterprises Limited#¥ 4 ©
Ms. Sun, Amelia Kwing Hai and her spouse.

(c) Haylee Inc. held the shares for the trust disclosed in  (c) ZERD TyE BHaylee Inc. BER LI Z [EFERA
Note (c) under “Directors’ interests in shares and RAElZ R RAEER D ER | M) 2 G2
underlying shares of the Company” section above.

(d) The interests of its wholly-owned corporation, Haylee  (d) ZERODERREHBREEERRAAZI2EREGZ
Inc., disclosed in Note (c) above were attributable to ‘A AlHaylee Inc.#F A 1B 28 L5 Mz (c) °
East Asia International Trustees Limited.

(e) These shares were held by Dr. Wong, Philip Kin Hang,  (e) ZERONEBEBEBEL L v RBEL T H L

spouse of Mrs. Wong Cheng, Gertrude Kwok Cheung,
of which details are set out in the “Directors’ interests
in shares and underlying shares of the Company” section
above.
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(f) These shares were held through Ho Kit Man Inc., a
company controlled by Mrs. Wong Cheng, Gertrude Kwok
Cheung and her spouse.

All the interests disclosed under this section represent
long positions in the shares of the Company.

No substantial contracts concerning the management
and administration of the whole or any substantial part
of the business of the Group were entered into or existed
during the year.

The percentages of purchases and sales for the year
attributable to the Group’s major suppliers and customers
are as follows:

Purchases
— the largest supplier 17%
— five largest suppliers combined 32%
Sales
— the largest customer 22%
— five largest customers combined 70%

None of the directors, their associates or any shareholder
(which to the knowledge of the directors owns more than
5% of the Company’s share capital) had an interest in
the major suppliers or customers noted above.

Significant related party transactions entered into by the
Group during the year ended 31st December 2004, which
do not constitute connected transactions under the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”),
are disclosed in note 30 to the accounts.
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Inc.5 75 °
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Throughout the year, the Company was in compliance
with the Code of Best Practice as set out in the Listing
Rules, except that the independent non-executive
directors of the Company are not appointed for specific
terms. Independent non-executive directors are subject
to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the
provisions of the Company’s Articles of Association.

The written terms of reference which describe the
authority and duties of the Audit Committee were
prepared and adopted with reference to “A Guide for
The Formation of An Audit Committee” published by the
Hong Kong Institute of Certified Public Accountants.

The Audit Committee provides an important link between
the Board and the Company’s auditors in matters coming
within the scope of the group audit. It also reviews the
effectiveness of both the external and internal audit and
of internal controls and risk evaluation. The Committee
comprises all independent non-executive directors. Two
meetings were held during the current financial year.

The accounts have been audited by
PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment.

On behalf of the Board

Wong, Wilson Kin Lae
Chairman

Hong Kong, 20th April 2005
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