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DIRECTORS’ REPORT

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

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and provides
corporate management services to its subsidiaries. The principal activities
of its subsidiaries are set out in note 15 to the financial statements.

RESULTS

The results of the Group for the year ended 31 December 2004 are set
out in the consolidated income statement on page 17.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 12 to the financial statements.

INVESTMENT PROPERTIES

The Group revalued its investment properties at the balance sheet date.
The revaluation increase, which has been credited to consolidated
income statement, amounted to HK$11 million. Details of movements in
the investment properties of the Group during the year are set out in
note 13 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 22 to the financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

The largest customer and the five largest customers accounted for 13%
and 36% of the Group’s turnover respectively. The largest supplier and
the five largest suppliers accounted for 52% and 83% of the Group’s
purchases respectively.

At no time during the year did a director, an associate of a director or a
shareholder of the Company (which to the knowledge of the directors
owns more than 5% of the Company’s share capital) have an interest in
any of the Group’s five largest suppliers or customers.

DIRECTORS

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

Executive directors:

Mr. Xu Ying (Chairman)

Mr. Liu Ming Hui (Managing Director)
Mr. Xu Yongxuan (resigned on 5 January 2004)
Non-executive director:
Mr. Zhang Shuang (resigned on 1 February 2005)
Independent non-executive directors:
Mr. Wang Xian Jun

Mr. Wan Tze Fan, Terence

(appointed on

28 September 2004)
(appointed on

28 September 2004)
(appointed on

31 May 2004 and

resigned on 29 Ji

Mr. Liu Fengliang

Mr. Kan Chi Kin, Billy Albert
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Independent non-executive directors are not appointed for a specific
term. All directors (including non-executive director and independent
non-executive directors) are subject to retirement by rotation in
accordance with the Company’s Bye-Laws.

None of the directors proposed for re-election at the forthcoming annual
general meeting has a service contract which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

At 31 December 2004, none of the directors nor their associates had
any interests or short position in any shares or any underlying shares of
the Company or any of its associated corporations (within the meaning
of the Securities and Futures Ordinance (“SF0O")) as recorded in the
register maintained 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 pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the share option scheme as disclosed in note 23 to the
financial statements, at no time during the year was the Company or any
of its subsidiaries a party to any arrangements to enable the directors of
the Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance to which the Company or any of its
mpany had a

subsidiaries was a party and in which a director of the
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SUBSTANTIAL SHAREHOLDERS FERR

At 31 December 2004, the register of substantial shareholders WRZZEZEWE+-A=+—H ' KAQXFBRE
maintained by the Company pursuant to Section 336 of the SFO shows &% M EIEEHIE36KEFZ T EREE D
that the following shareholders had notified the Company of relevant  fFT/R » TR D ME KA B S %A R
interests in the issued share capital of the Company. RAEBEITR A H@EER -

(1) Long positions — ordinary shares of HK$0.005 each of the Company (1) RE—ZEATESREME0.005B T 2EE

liie
Percentage
Number of to issued
Name of shareholder Notes shares held share capital
HEBITRAE
BRREB Mt e BERGHA B
Hai Xia Finance Limited 3 B B 75 B BR A A 1 12,200,000 5.12%
Iwai Investments Limited Iwai Investments Limited 1 12,200,000 5.12%
China Gas Holdings Limited R R B BR A A 1 12,200,000 5.12%
Mr. Chan Heng Fai PeR /S #B 5T A& 2 12,250,400 5.14%
Ms. Chan Yoke Keow [ e 2 12,250,400 5.14%
Suntek Corp. Suntek Corp. 3 23,186,000 9.73%
Mr. Chiu Winerthan Chiu Winerthan4t & 3 23,186,000 9.73%

Billion Charm Holdings Limited Billion Charm Holdings Limited 4 33,100,000 13.88%
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(2)

Notes:

1. Hai Xia Finance Limited is a wholly owned subsidiary of lwai’s Investments
Limited (“IIL”) which in turn is a wholly owned subsidiary of China Gas
Holdings Limited (“China Gas”) and both IIL and China Gas were therefore
deemed to have interest in the shares.

2.  Ms. Chan Yoke Keow is the spouse of Mr. Chan Heng Fai and deemed to
have interest in the shares.

3.  The entire issued share capital of Suntek Corp. is wholly and beneficially
owned by Mr. Chiu Winerthan.

4.  The entire issued share capital of Billion Charm Holdings Limited is wholly

and beneficially owned by Mr. Huang Lai Pei.

Short positions — ordinary shares of HK$0.005 each of the Company

Name of shareholder

BRREME

China Main Investment (H.K.) FRARZRE (BB BRARF
Company Limited

China Main Investment (H.K.) Company Limited (“China Main”) is
owned as to 60% by Centre Mark Development Limited and as to
40% by Sino Elite International Limited. Centre Mark Development

Limited is owned as to 99.99% by Mr. Chen Dacheng and as to
0.01% by China Main Group Company Limited. Sino Elite
International Limited is owned as to 99.99% by China Main Group
Limited and as to 0.01% by Mr. Pai Chin Ming. China Main Group
Company Limited is owned as to 99% by Mr. Chen Dacheng and as
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Percentage
Number of to issued
shares held share capital
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Save as disclosed above, the Company has not been notified of any
other shareholders who had any interest or short position 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 XV of
the SFO, or who is, directly or indirectly, interested in 5% or more of the
nominal value of any class of share capital carrying rights to vote in all
circumstances at general meeting of the Company as at 31 December
2004.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is decided by the
Board of Directors on the basis of their merit, qualifications and
competence.

The emolument of the directors of the Company are decided by the
Board of Directors, having regard to the Company’s operating results
and prevailing market rate.

The Company has adopted a share option scheme as an incentive to
directors and eligible employees and the details of the scheme is set out
in note 23 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s Bye-
Laws or the laws of Bermuda which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31 December
2004 with the Code of Best Practice as set out in Appendix 14 of the
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The Company has received, from each of the independent non-executive
directors, an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Company considers all of the independent
non-executive directors are independent.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2004.

POST BALANCE SHEET EVENTS

Details of significant events occurring after the balance sheet date are
set out in note 33 to the financial statements.

AUDITORS

A resolution will be submitted to the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Xu Ying
Chairman

Hong Kong, 20 April 2005
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