Report of the Directors

The directors have pleasure in submitting their annual report
together with the audited financial statements for the year
ended 31 December 2004.

The principal activities of the company are the
design, development, manufacturing and sale of
plush stuffed toys and investment holding. The
principal activities and other particulars of the subsidiaries

are set out in note 15 on the financial statements.

The analysis of the principal activities and geographical
locations of the operations of the company and its
subsidiaries during the financial year are set out in note 11
on the financial statements.

The information in respect of the group’s sales and
purchases attributable to the major customers and suppliers
respectively during the financial year is as follows:

The largest customer BRAEF

Five largest customers in aggregate AREPEM
The largest supplier RARER
Five largest suppliers in aggregate TR R AR

At no time during the year have the directors, their
associates or any shareholder 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 profit of the group for the year ended 31 December
2004 and the state of the company’s and the group’s affairs
as at that date are set out in the financial statements on
pages 40 to 121.
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Report of the Directors

An interim dividend of 3.0 HK cents (2003: 3.0 HK cents)
per share was paid on 29 October 2004. The directors now
recommend the payment of a final dividend of 6.0 HK cents
(2003: 6.0 HK cents) per share in respect of the year ended
31 December 2004.

Profit attributable to shareholders, before dividends, of
HK$52,927,000 (2003: HK$120,952,000) has been

transferred to reserves.

Details of the movements in fixed assets are set out in note

12 on the financial statements.

Details of the movements in share capital of the company
during the year, together with the reasons therefor, are set

out in note 28 on the financial statements.

The directors during the financial year were:

Chairman and executive director

Kyoo Yoon Choi

Executive directors
Chul Hong Min
Young M. Lee

Tae Sub Choi

Independent non-executive directors

Valiant, Kin Piu Cheung

Cheong Heon Yi

Chan Yoo (appointed on 30 September 2004)
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Mr. James, Chuan Yung Wang was appointed as an executive
director after the end of the financial year on 1 April 2005.

Mr. Tae Sub Choi, Dr. Chan Yoo and Mr. James, Chuan Yung
Wang will retire at the forthcoming annual general meeting
in accordance with articles 92 and 101 of the company’s
articles of association and, being eligible, offer themselves
for re-election.

Mr. Valiant, Kin Piu Cheung, the independent non-executive
director, was re-appointed by the board of directors on 22
October 2003 for a term of 2 years commencing on 22
October 2003.

Professor Cheong Heon Yi, the independent non-executive
director, was appointed by the board of directors on 22
November 2003 for a term of 2 years commencing on 22
November 2003.

Mr. Chan Yoo, the independent non-executive director, was
appointed by the board of directors on 20 September 2004
for a term of 2 years commencing on 30 September 2004.

Their remuneration is determined by the board of directors
on the anniversary of the dates of their appointments.

Mr. James Wang was appointed as an executive director of
the company on 1 April 2005 with no specific term of
service and is terminable by the company giving not less
than three months notice or payment in lieu thereof, subject
to the retirement and re-election provisions under the
articles of association of the company.

No director proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract
which is not determinable by the company or any of its
subsidiaries within one year without payment of
compensation, other than normal statutory obligations.
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Report of the Directors

The directors and chief executive of the company who held
office at 31 December 2004 had the following interests in
the shares of the company, its holding company, subsidiaries
and other associated corporations (within the meaning of the
Securities and Futures Ordinance (the “SFO”)) at that date as
recorded in the register of directors’ and chief executive’s
interests to be kept by the company under section 352 of the
SFO or notified to the company and The Stock Exchange of
Hong Kong Limited (the “SEHK”) pursuant to the Model
Code for Securities Transactions by Directors of Listed

Issuers:

(i) Interests in issued shares
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Number of ordinary shares

EBEREA

Total  Percentage
number of total
Personal Family  Corporate Trustee of shares issued
interests interests interests interests held shares

(Note 1)
EE#T
BE  ROAED

8 AR RRER

(Fzt1)
Beneficial interests BEEER
The company YN
- Kyoo Yoon Choi 37 - -
— Chul Hong Min — B3R 3,900,000 -
- Young M. Lee — K 1,540,000 -
— Tae Sub Choi —ERY 585,000 -
C & H Co., Ltd C & H Co., Ltd
- Kyoo Yoon Choi —EER 189,917 124,073
(Notes 3
and 6)
(KtiF3&6)
— Chul Hong Min — K%k 14,212 -
— Tae Sub Choi —EREY 5,685 -
Gina World Co., Ltd  Gina World Co., Ltd
- Kyoo Yoon Choi —EER 1,546,809 -
(Notes 4 (Note 6)
and 6)

(KfiF486) i)
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455,000,000 - 455,000,000 68.16%
(Note 2)
(Hzt2)

- - 3,900,000 0.58%

- - 1,540,000 0.23%

- - 585,000 0.09%

- - 313,990 59.39%

- - 14,212 2.69%

- - 5,685 1.08%

3,905,439 - 5,452,248 69.90%
(Notes 5
and 6)
(Ht3t5&6)
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(i)

Interests in issued shares (Continued)

Notes:
(1) The shares are registered under the names of the directors

and chief executive who are the beneficial owners.

(2)  Kyoo Yoon Choi in his own name holds approximately
35.92% of the issued share capital of C & H Co., Ltd (“C
& H Korea”), together with his wife, Woul Hee Cha, hold
approximately 59.39% of the issued share capital of C &
H Korea which owned 382,850,000 shares in the
company. In addition, Kyoo Yoon Choi beneficially owns
100% of interest of Uni-Link Technology Limited which
owned 72,150,000 shares of the company.

(3) The wife of Kyoo Yoon Choi, Woul Hee Cha, holds
approximately 23.47% of the issued share capital of C &

H Korea.

(4)  Kyoo Yoon Choi holds approximately 19.83% of the
issued share capital of Gina World Co., Ltd (“Gina
World”), which is a subsidiary of C & H Korea and is
listed on the Korea Securities Dealers Automated

Quotation market in Korea.

(5)  Kyoo Yoon Choi in his own name holds approximately
35.92% of the issued share capital of C & H Korea,
together with his wife, Woul Hee Cha, hold
approximately 59.39% of the issued share capital of C &
H Korea which owned 3,905,439 shares representing
50.07% of the issued share capital of Gina World.

(6) The updated interests in issued shares have been reported
to the SEHK and the register of directors’ and chief
executive’s interests have been updated subsequent to 31
December 2004.

Interests in underlying shares

The directors and chief executive of the company have
been granted options under the company’s share option
scheme, details of which are set out in the section

“Share option scheme” below.
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Report of the Directors

Apart from the foregoing, none of the directors and chief
executive of the company or any of their spouses or children
under eighteen years of age has interests or short positions in
the shares, underlying shares or debentures of the company,
and of its holding company, subsidiaries or fellow
subsidiaries, as recorded in the register required to be kept
under section 352 of the SFO or as otherwise notified to the
company pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers.

The company has a share option scheme which was adopted
on 22 January 2002 whereby the directors of the company
are authorised, at their discretion, to invite employees of the
group, including directors of any company in the group, to
take up options to subscribe for shares of the company. The
exercise price of the options is the highest of (i) the nominal
value of the shares, (ii) the closing price of the shares on the
SEHK on the date of grant and (iii) the average closing price
of the shares on the SEHK for the five business days
immediately preceding the date of grant. The options may be
exercised progressively after one to three years from the date
of grant and are exercisable for a period to be notified by the
directors to each option holder upon the grant of the option.
Such period will not exceed ten years from the date on

which the option is granted.

The maximum number of shares which may be issued upon
the exercise of all outstanding options and yet to be
exercised under the share option scheme shall not exceed
30% of the issued share capital of the company from time to
time. Subject always to the above overall limit, the directors
may grant options under the share option scheme, generally
and without further authority, in respect of such number of
shares which may be issued upon exercise of all options to
be granted under the share option scheme not exceeding
10% of the issued share capital of the company as at 7
February 2002, being the date on which the company’s
shares were listed on the SEHK. For the purpose of
calculating the above, options lapsed in accordance with the
share option scheme shall not be counted.
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The total number of securities available for issue under the
share option scheme as at 31 December 2004 was
23,611,000 shares (including options for 23,610,000 shares
that have been granted but not yet lapsed or became
exercisable) which represented 3.5% of the issued share
capital of the company at 31 December 2004. In respect of
the maximum entitlement of each participant under the
scheme, the number of securities issued and to be issued
upon exercise of the options granted to each participant in
any 12-month period is limited to 1% of the company’s
ordinary shares in issue.

As at 31 December 2004, the directors individually and
other employees in aggregate of the company had the
following interests in options to subscribe for shares of the
company granted at nominal consideration under the share
option scheme of the company. The options are unlisted.
Each option gives the holder the right to subscribe for one
share and the consideration paid by each holder for each
grant is HK$1.00.
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Directors

gz

Chul Hong Min
R

Young M. Lee
i

Tae Sub Choi
ERY

Employees in
aggregate
1|

No. of options

outstanding

as at
1 January
2004

RZBEME

-B-H
A2
BREHR

4,550,000

3,400,000

1,950,000

10,480,000

650,000

No. of options
outstanding
as at

31 December
2004
R-22RE
2R
=t-H
K2
BREYE

2,600,000

1,560,000

1,365,000

5,981,000

455,000

11,650,000

23,611,000

Date granted

R¥EH

7 February 2002
ZEEIFCALH

7 February 2002
ZEEIFCALH

15 April 2003
ZSZ-ENATHA

7 February 2002
“EEIFCALH

15 April 2003
ZET-ENATHA

2 January 2004
i
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Period during
which options
exercisable
(Note 1)

A
BRESR
(it1)

7 February 2003

to 7 February 2012
“E2R-E_AtHE
ZF-ZFZRtH

7 February 2003

to 7 February 2012
“E2R-E_RtHE
“F-ZFZRtH

15 April 2004

to 15 April 2013
“EIMFNATRRE
2-=4MATEA

7 February 2003

to 7 February 2012
“EE2-E_RtHE
“F-ZFZAtH

15 April 2004

to 15 April 2013
“ZIMERATRAE
ZZ-ZEMA+ER

2 January 2005

to 2 January 2014
“Z%R§-AZAHE
“Z-MmE-AZB

Exercise price

per share

BRTEE

HK$1.18
LI8ET

HK$1.18
LI8ET

HK$1.43
14357

HK$1.18
LI8ETT

HK$1.43
14337

HK$1.87
1873 T

Weighted average
closing price
No. of shares immediately

acquired on  before the date

exercise of on which
options during the options
the year  were exercised
SRBRER

EREfTE fTRAMA
BREMAR ZnE
ZBH%E FEgmE
1,950,000 HK$2.38
138ET

1,840,000 HK$2.41
LHBT

585,000 HK$2.15
LSBT

4,499,000 HK$2.39
1395

195,000 HK$2.15
LSBT

No. of options
lapsed during
the year
(Note 2)

FhkR2
BREYR
(it2)



Notes:
(1)  The maximum percentage of the share options which may be

exercised is determined in stages as follows:

On or after Tst year anniversary of the date of grant
EH AR —EF SRR
On or after 2nd year anniversary of the date of grant
B ARG —BFERER
On or after 3rd year anniversary of the date of grant

i B SR S EF R

(2) Pursuant to the condition of the share option scheme, any
unexercised number of options granted to any employees will
lapse three months after the employees ceases employment

relationship with the company.

The vesting period of the above granted share options are
ten years commencing on the date on which an option is

granted in accordance with that scheme.

The closing price of the shares of the company immediately
before the date on which the share options were granted on
2 January 2004 was HK$1.85. The share options granted are
not recognised in the financial statements until they are
exercised. The weighted average value per option granted
during the year ended 31 December 2004 estimated at the
date of grant using the Black-Scholes pricing model was
HK$0.561. The weighted average assumptions used are as
follows:

Risk-free interest rate per annum BREfRE2FEX

Expected life TEE 8
Annualised volatility 2 ERIE
Expected dividend per share R ERKRE

Krat
(1) HMEIERATEZEREz&SHEA
o

Percentage of share
options granted

RHBRETOL

30%

30%

another 30%
55P30%
another 40%
5 9M0%

(2) REBERESSZGME RTEAEED
HARTEZEMERESRZERETH
RARFEE=EARRY -

iR 2 B B BRI 8K
HBERERESH+F -

ZER-_ZTNF-A_BELEREZB
HR - ARRRH 2K ERT.85BTT &K
FTBEREISEITERS AR o #Black-
ScholesHiEF B RA MR BE_ZTZTNH
F+_AZ+ALFERTHEERE
REHE R Z NEFHERS61ET &
HEhEFEEERAHBRZRET

4.37%

10 years (F)
44.90%
HK$0.094 (B T)
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The Black-Scholes option pricing model was developed for
use in estimating the fair value of traded options that have
no vesting restrictions and are fully transferable. In addition,
such option pricing model required input of highly
subjective assumptions, including the expected stock price
volatility. Because the company’s share options have
characteristics significantly different from those of traded
options, and because changes in the subjective input
assumptions can materially affect the fair value estimate, the
Black-Scholes option pricing model does not necessarily
provide a reliable measure of the fair value of the share

options.

Apart from the foregoing, at no time during the year was the
company, its holding company, subsidiaries or fellow
subsidiaries a party to any arrangement to enable the
director of the company to acquire benefits by means of the
acquisition of shares in or debentures of the company or any

other body corporate.

As at 31 December 2004, the following substantial
shareholders’ interests were recorded in the register required
to be kept by the company under section 336 of the SFO as
holding 5% or more of the issued share capital of the

company:
Name g%

C & H Korea C & H &H
Kyoo Yoon Choi (Note 1) EER (HE1)

Arisaig Greater China Fund

Arisaig Partners (Mauritius) Limited (Note 2)
Lindsay William Ernest Cooper (Note 3)
Uni-Link Technology Limited
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Arisaig Greater China Fund

Arisaig Partners (Mauritius) Limited (f77F2)
Lindsay William Ernest Cooper (713)
Uni-Link Technology Limited

Black-ScholesHA#E 7 (8 = =X =2 F 2R il 51 # 4
mE BRI R T ERE EERAES D
REE I ZERTERRT EEL R
REBORRK (BEETRERRE) - AR
RAEl 2z BIRERFEREE ZREHATE
BEEBEFHEREZ#HSH G ERED
ARBEEEXKEENTZE - AltBlack-
ScholesHAE E B R AT —ERE A ST HE
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WAL AT SR 2B - BUEAR A BER
EETHEB AR QB R E AR Z RO
SkEREMmER -

REZFFEMEF—A=+—08 " TIEEK
REDRETHENRARAREGESRAEK
B> E3365ETF 2 ERLM - JIRNRERR
EETBRAPRAS%RIA LR -

Ordinary Percentage of

shares held total issued shares

FiiE HEBERT

EER REBDL
382,850,000 57.35%
455,000,000 68.16%

45,318,000 6.79%
45,318,000 6.79%
45,318,000 6.79%
72,150,000 10.81%



Notes:

(1) Kyoo Yoon Choi, together with his wife, Woul Hee Cha, hold
approximately 59.39% of the issued share capital of C & H
Korea and Kyoo Yoon Choi beneficially owns 100% of the
issued share capital of Uni-Link Technology Limited. Kyoo
Yoon Choi is considered to have deemed interests in the
455,000,000 ordinary shares as to approximately 68.16% of

the issued shares of the company.

(2) Arisaig Partners (Mauritius) Limited is the fund manager of

Arisaig Greater China Fund.

(3) Lindsay William Ernest Cooper is deemed interested through
his indirect 33.33% beneficial interest in Arisaig Partners

(Mauritius) Limited.

Apart from the foregoing, no other interests required to be
recorded in the register kept under section 336 of the SFO
have been notified to the company.

Apart from the related party transactions as disclosed in note
33 on the financial statements, no contract of significance to
which the company, any of its holding company, subsidiaries
or fellow subsidiaries was a party, 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.

During the year ended 31 December 2004, C & H Korea and
its subsidiaries excluding the group (“C & H Korea group”),
as set out below, are principally engaged in the business of
ownership of a building in Seoul, a leather goods and
accessories agency, fabric and textile manufacturing in Sri
Lanka through its wholly owned subsidiary Jung Yoon
Textiles (Private) Limited, running of a fitness centre and
investment holding. Mr. C. H. Min, Mr. T. S. Choi and Mr. K.
Y. Choi are deemed to be interested in these businesses
some of which may compete with the group’s businesses as
they are shareholders of C & H Korea and Mr. K. Y. Choi is
also a director of C & H Korea.

Kyt -

() EEREREZFEARBEC&HEH
ZBBITRAL59.39%  MEERELRE
A Uni-Link Technology LimitedB % 77
AR Z100%Ez - EERWRABFA
455,000,000 B E@BA - (5 AR FIE BT
17 #)68.16% °

(2) Arisaig Partners (Mauritius) Limited =1
Arisaig Greater China Fund Z £ & €32 ©

(3) Lindsay William Ernest Cooper 1 % /& i&
B E 7 Arisaig Partners (Mauritius) Limited
Z3333%MEEnEamERER -

B EXFRESN - ARREBEERA - B
BATHRIZBARRRECGES LB E K
BI)E336RBFzERMZ ks o

BRAR B BRI AL 33 AT IR BE Z RAHE A =
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Name of
company

DREEH

C & H Lanka
(PVT) Ltd.
(“"C&H
Lanka”)

Jung Yoon
Textiles
(Private) Ltd.
(“JY Textile”)

Nature of competing business

BEEBNME

C & H Lanka is wholly owned subsidiary
of C & H Korea. The directors of C & H
Lanka are Mr. K. Y. Choi, Ms. S. H. Cha,
and Mr. Y. D. Noh. C & H Lanka is
engaged in the manufacturing of plush
stuffed toys in Sri Lanka. C & H Lanka is
undergoing winding-up procedure and
the local court has appointed liquidators
Mr. J. David & M.S. Jayawickrama of MS
SMJS Associates as directors of the

company.

C & H LankazC & HEB Z 2 &M B A
Al C & H lankaz EEBEETIMEE -
BHEBRZ T REXAKLE - C & H Lanka
RHTEEREEEAMAREE - C &
H LankalF #1T/E8E T - BB EZ
RS 82 AMS SMJS AssociatesZ). David
%4 R M.S. Jayawickrama B4 A El 2 &
$ o

JY Textile is wholly owned subsidiary of
C & H Korea. The directors of JY Textile
are Mr. K. Y. Choi and Mr. K. S. Song. JY
Textile is engaged in the manufacturing

and dyeing of fabrics.

JY TextileBC & HEERE 2 2 BB AT °
JY TextileZEFE REEREERREZ
A o JY Textileft S 8L3E M K K R 8K 2
7o
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The group is capable of carrying on its
business independently of and at arm’s
length from the competing business
AEBMERIBINBREY -
YEREAFZRETREXEL

Pursuant to the Deed of Undertaking*, C
& H Lanka agreed not to engage or
otherwise be involved in any business
which competes or is likely to compete
with the group’s business in any of the
regions that the group engages business
in. Its business will be limited to
production of quota related plush
stuffed toys and orders that cannot be
handled by the group.

RIBAZERE > C & H Lanka@ BT &
EASBEEME 2 E A —ERiEER
2 BT AR BN ER (B TS A A S P RE B A
FZEY c XK K RRNEERTEIAR
EBMENANRARNEEREBNZFTE -

JY Textile is engaged in manufacturing
of fabrics and dyeing of fabrics for C &
H Lanka and local customers in Sri
Lanka.

JY Textileft = AC & H Lanka R HT BB+
AEFPRSEHA R ARME 2 $75 -



Name of

company

ACEY

Gina World

Nature of competing business

BEEBNME

Gina World is listed on the Korea
Securities Dealers Automated Quotation
market in Korea. Gina World is owned
as to 50.07% by C & H Korea, 19.83%
by Mr. K. Y. Choi and 30.10% by the
public. The directors of Gina World are
Mr. K.Y. Choi, Mr. I. Y. Park and Mr. H.
S. Park. Gina World holds certain rights
to marketing and distribution of
character licensed toys products in
Korea and focuses on the marketing and
distribution of character licensed toy

products in the Korean market.

Gina World BB EA X 5B BEEHRE R
ZimHLEm o HAC & H BEES
50.07% ' EEMEEHEE19.83% L AR
AT HEE30.10% ° Gina WorldZ EE 5
BEEWREAE N —REERMNEKTAE -
Gina WorldF B & TIER B = 8 12 5 i
AEEISTITAEMFITE  WEF
REBIMGHER S HEACER TR ITA
§52¥%°

The group is capable of carrying on its
business independently of and at arm’s
length from the competing business
AEMERIBINBREY -
YEREAFZRETREEL

Gina World is a customer of the group
and its business is delineated
geographically with the group as it
focuses on marketing and distribution of
certain character licensed toy products
in Korea. Pursuant to the Deed of
Undertaking*, C & H Korea agreed to
procure Gina World to first offer all
customers’ orders for the production of
plush stuffed toys directly or indirectly
by it to the group on normal commercial
terms after arm’s length negotiation.

Gina World B A S B R - HEREEE
¥ HEMswESEE  WHE IR
FRHHEEOHE TACERETIAE
m o BIBEARERE C & HERBER
#Gina WorldB A F B ETHITEE
EAHBEEECRPIIEENAEE - 1
R—MREEERA TEm#ETT -
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The transactions with the above companies are set out in the

paragraph headed “Connected transactions”.

* In relation to the listing of the company’s shares on the
Main Board of the SEHK, C & H Korea has entered into
the Deed of Undertaking in favour of the company to
effect that for so long as C & H Korea and its associates
are beneficially interested, directly or indirectly,
whether individually or taken together, in 30% or more
of the issued capital of the company, C & H Korea will
not, and C & H Korea will procure that none of its
subsidiaries, other than the group, will engage or
otherwise be involved in any business which competes
or likely to compete, either directly or indirectly, with
any of the restricted business in any of the regions in
which the group engages in and undertakes the
restricted business (such regions include the People’s
Republic of China (“PRC”), Taiwan, Europe, the US and
Japan). Such an undertaking shall extend to all
subsidiaries of C & H Korea, except for the group.

The group raised approximately HK$175 million, net of
related expenses, from the new issue and placing of
162,500,000 new shares of the company at HK$1.2 per
share in February 2002. The company’s shares were
successfully listed on the SEHK on 7 February 2002. The
directors have been carefully looking for suitable
opportunities and timing to apply the net proceeds in line
with the proposed application as set out in the company’s
prospectus dated 29 January 2002 and have no intention so
far as to change the ways of its usages.

The remaining net proceeds from the new issue and the

placing are currently placed as deposits with financial
institutions and/or licensed banks in Hong Kong.
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During the year, the group entered into the following

connected transactions with C & H Korea group defined in

the Rules Governing the Listing of Securities on the Main
Board of the SEHK (“the Listing Rules”):

(1)

The group sold plush stuffed toys and steel and plastic
toys to Gina World, who in turn sold those products to
their ultimate customers. In addition, the group also
sourced raw materials such as fabrics for JY Textile.
These transactions were entered into on prices and
terms comparable to the prevailing market rate or

practice.

During the year ended 31 December 2004, the amount
of sales to Gina World and JY Textile amounted to a
total of HK$11,833,000 (2003: sales to Gina World, JY
Textile, Dream INKO Co., Ltd (“Dream INKO”) and C &
H Korea amounted to HK$323,905,000), out of which,
sales of raw materials to JY Textile amounted to
approximately HK$935,000 (2003: HK$176,000). This
represents 1.0% (2003: 34.8%) of the group’s total
turnover for the year ended 31 December 2004.

The group sourced certain raw materials and
components necessary for the production of plush
stuffed toys and steel and plastic toys from C & H Korea
group. The raw materials were supplied by the C & H
Korea group to the group on normal commercial terms
and the prices were comparable to the prevailing
market rate or practice. During the year ended 31
December 2004, the group did not purchase any raw
materials from C & H Korea group (2003:

HK$56,360,000).

The purchases in 2003 represent 8.2% of the group’s
total cost of sales for that year.

AEBRFEARN  BC&HBREBEETT
THREERS (ERA(BEBXMEIRE
FEWBA (TERRALD) -

AEE [ Gina WorldifE E#ITE K
S BEBBITA - MGina World# 7%
SEMEETESERES - b K
LB A)Y TextileIKE ML SR
B ZERXRGHAEERMIHBERK
BOREE 2 B RAGERET L -

REE-ZFTTMNF+=-_A=+—H1t
FE - [Gina WorldX%JY TextileZ 4
ERA L A11,833,0008L (ZEF
=4 : [ Gina World ~ JY Textile »
INKO Co., Ltd([Dream
INKOJ) B C & H# B 2 55 & &
323,905,000 B 7T) + A AEJY Textile
BEERMEHREE 2 S5 E 8840 /2935,00078
T (ZEE =% :176,000 BT) ° £
MEEREAIEEHRE_ZSZTMF+
TRt BILFEZHBEEEI0%
ZET=F 1 34.8%) °
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(3)

The group entered into a property lease agreement with
C & H Korea for Dream INKO'’s principal place of
business in Seoul, Korea. The property lease agreement
is renewable upon its expiry in July 2005. The property
lease agreement is on commercial terms, which were
determined after arm’s length negotiation with reference
to current rental values applicable to the buildings in
that area.

During the year ended 31 December 2004, the amount
paid under the property lease agreement amounted to
HK$5,438,000 (2003: HK$1,164,000). This represents
1.1% (2003: 0.2%) of the audited consolidated net
tangible asset value of the group as at 31 December
2004.

In respect of the connected transactions included in (1) and

(2) above, the company has been granted conditional

waivers by the SEHK from strict compliance with the Listing

Rules.

The directors, including the independent non-executive

directors, of the company have reviewed the connected

transactions and confirmed that:

(M

the terms of the connected transactions were:

(i) entered into by the group in its ordinary and usual

course of business;

(ii) conducted either (A) on normal commercial terms
(which expression will be applied by reference to
transactions of a similar nature and to be made by
similar entities); or (B) if there are not sufficient
comparable transactions to judge whether they are
on normal commercial terms, on terms that are fair
and reasonable so far as the shareholders of the

company are concerned; and
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(iii) entered into either (A) in accordance with the
terms of the relevant agreements governing such
connected transactions; or (B) where there are no
such agreements, on terms no more favourable
than those available to or from independent third

parties;

(2) the aggregate amount for each type of connected
transactions for the year ended 31 December 2004 has
not exceeded the higher of HK$10 million or 3% of the
audited consolidated net tangible asset value of the
group as at 31 December 2004.

The company has issued press announcements in respect of
the connected transaction included in (3) above on 9
September 2003 and 26 November 2004.

During the year ended 31 December 2004, neither the
company nor any of its subsidiaries has purchased, sold or
redeemed any of the company’s shares.

Particulars of bank loans and other borrowings of the
company and the group as at 31 December 2004 are set out
in note 24 on the financial statements.

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
122 to 124.

(i) RIEARERBERD2 BB
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The group participates in a defined benefit retirement plan
which covers the group’s Korean employees.

The group also operates a Mandatory Provident Fund
Scheme under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees employed under the
jurisdiction of the Hong Kong Employment Ordinance, and
participates in various defined contribution retirement plans
organised by the relevant authorities for its employees in the
PRC.

Particulars of these retirement schemes are set out in note 25

on the financial statements.

During the year ended 31 December 2004, none of the
directors of the Company is aware of any information which
would indicate that the Company is not, or was not, in
compliance with the Code of Best Practice as set out in old
Appendix 14 of the Listing Rules except that Mr Kyoo Yoon
Choi, the Chairman and executive director, who was not
appointed for a specific term, and is not subject to
retirement by rotation and re-election at the Company’s
annual general meeting, in accordance with the Company’s
articles of association.

The Company has adopted a code of conduct regarding
securities transactions by Directors as set out in Appendix 10
of the Listing Rules. The Company have made specific
enquiries on all Directors and all Directors have complied
with the required standard of dealings set out therein during
the year.

The audit committee has reviewed with the management and
the Company’s auditor, KPMG, the accounting principles
and practices adopted by the Group and discussed internal
control and financial reporting matters including the review
of the Interim and Annual Reports.
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KPMG retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG
as auditors of the company is to be proposed at the

forthcoming Annual General Meeting.

By order of the board

Chul Hong Min
President and Chief Executive Officer
Hong Kong, 6 April 2005
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