DIRECTORS’ REPORT EEE2 &=

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

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries and associates are set out in notes 17 and 18 to
the financial statements respectively.

RESULTS

Details of the Group’s results for the year ended 31st December, 2004
are set out in the consolidated income statement on page 30.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s five largest customers
were less than 30% of the total sales. The aggregate purchases
attributable to the Group’s five largest suppliers were less than 30% of
the total purchases.

SHARE CAPITAL

Details of movements of share capital of the Company during the year
are set out in note 28 to the financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

PROPERTY, PLANT AND EQUIPMENT

During the year, property, plant and equipment with an aggregate net
book value of approximately HK$27 million were acquired as a result of
acquisition of subsidiaries and approximately HK$35 million were
disposed of as a result of the disposal of interest in subsidiaries.

The Group incurred expenditure of approximately HK$4 million on
acquisition of property, plant and equipment.

Details of these and other changes in the property, plant and equipment
of the Group and the Company during the year are set out in note 13 to
the financial statements.
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SUBSIDIARIES AND ASSOCIATES

In March 2004, the Group entered into a conditional agreement to
acquire 80% interest of the issued share capital of and the shareholder’s
loan to Talent Cosmos Limited for the consideration of HK$30 million.
Talent Cosmos Limited is an investment holding company and its
subsidiaries are principally engaged in the manufacturing and trading of
batteries products.

In March 2004, the Company and Cheung Tai Hong (B.V.l.) Limited
(“CTH”), a company incorporated in the British Virgin Islands and is a
wholly-owned subsidiary of Cheung Tai Hong Holdings Limited (“CTHH")
whose shares are listed on The Stock Exchange of Hong Kong Limited
(the “Hong Kong Stock Exchange”), entered into a conditional sale and
purchase agreement pursuant to which CTH agreed to acquire from the
Group the entire equity interest in Tung Fong Hung Investment Limited
for a consideration of HK$42 million. The consideration were settled as
to HK$6.5 million by the issue of the promissory note by CTHH and as to
HK$35.5 million in cash.

In March 2004, Pacific Century Premium Development Limited (“PCPD”,
formerly known as Dong Fang Gas Holdings Limited whose shares are
listed on the Hong Kong Stock Exchange), a then 43.06% owned
associate of the Group, entered into agreements with PCCW Limited
(“PCCW”, a company whose shares are listed on the Hong Kong Stock
Exchange) to acquire various property interests from PCCW for a
consideration of approximately HK$6,557 million which was satisfied by
the issue of new shares and convertible notes by PCPD to PCCW or as it
may direct. The above transaction was completed in May 2004 and the
Group’s interest in PCPD was decreased from 43.06% to 2.83% and
PCPD ceased to be an associate of the Group accordingly. The Group
further disposed of all its 2.83% interest in PCPD and no interest in
PCPD was held by the Group as at 31st December, 2004.

In September 2004, the Group disposed of approximately 12.88%
interest in Apex Quality Group Limited (“Apex”), a then 22.65% owned
associate of the Group, for a consideration of approximately HK$10
million. The Group’s interest in Apex was decreased from 22.65% to
9.77% and Apex ceased to be an associate of the Group accordingly.
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In October and November, 2004, the Group converted approximately
HK$100 million convertible notes of Wing On Travel (Holdings) Limited
(“Wing On Travel”) into ordinary shares of HK$0.01 each of Wing On
Travel at conversion price of HK$0.020 per share. Certain convertible
notes holders also converted their convertible notes of Wing On Travel
into ordinary shares of HK$0.01 each of Wing On Travel at conversion
price of HK$0.020 per share. The interest in Wing On Travel held by the
Group was accordingly increased from approximately 32.21% to
approximately 38.16% upon the conversion of the convertible notes into
shares of HK$0.01 each in Wing On Travel by the Group and other
convertible note holders. The Group also disposed of approximately
7.88% interest in Wing On Travel for a consideration of approximately
HK$45 million and the interest in Wing On Travel held by the Group was
decreased to approximately 30.28%.

On 30th November, 2004, the Group entered into two placing and
subscription agreements with Wing On Travel and placing agent pursuant
to which the placing agent agreed to place 6,000 million ordinary shares
of HK$0.01 each of Wing On Travel on behalf of the Group at the price
of HK$0.028 per share and the Group would subscribe up to 6,000
million new ordinary shares of Wing On Travel at HK$0.028 per share.
The placing of 6,000 million ordinary shares of HK$0.01 each of Wing
On Travel and subscription of 3,660 million new ordinary shares of
HK$0.01 each of Wing On Travel were completed in December, 2004
and the Group’s interest in Wing On Travel was decreased to
approximately 19.58% as at 31st December, 2004. The Group further
subscribed 2,340 million new ordinary shares of Wing On Travel in
January, 2005 and the Group’s interest in Wing On Travel was increased
to 25.02% subsequent to 31st December, 2004.

Details of principal subsidiaries and associates of the Company at 31st
December, 2004 are set out in notes 17 and 18 to the financial
statements respectively.
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DIRECTORS

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

Executive directors:

Dr. Chan Kwok Keung, Charles
Chairman and Chief Executive Officer
Dr. Yap, Allan
Vice-Chairman
Ms. Chau Mei Wah, Rosanna
Ms. Chan Ling, Eva
Mr. Li Bo
(appointed on 7th January, 2005)
Mr. Li Wa Kin
Deputy Managing Director
(resigned on 23rd December, 2004)

Alternate director to Dr. Chan Kwok Keung, Charles:
Mr. Chan Kwok Hung

Alternate director to Dr. Yap, Allan:

Mr. Lui Siu Tsuen, Richard

Independent non-executive directors:

Mr. David Edwin Bussmann
Mr. Wong King Lam, Joseph

(appointed on 30th September, 2004)
Mr. Sin Chi Fai

(appointed on 19th January, 2005)
Ms. Fung Wan Yiu, Agnes

(resigned on 19th January, 2005)

In accordance with Article 116 of the Company’s Articles of Association,
Ms. Chau Mei Wah, Rosanna and Mr. David Edwin Bussmann retire at
the forthcoming annual general meeting by rotation. In addition, in
accordance with Article 99 of the Company’s Articles of Association, Mr.
Li Bo, Mr. Wong King Lam, Joseph and Mr. Sin Chi Fai who were
appointed during the period from the last annual general meeting to the
date of this report, retires at the forthcoming Annual General Meeting.
All retiring directors, being eligible, offer themselves for re-election.
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The directors proposed for re-election at the forthcoming Annual General
Meeting do not have any service contract which is not determinable by
the Group within one year without payment of compensation (other than
statutory compensation).

The term of office of each non-executive director is the period up to the
retirement by rotation in accordance with the Company’s Articles of
Association.

BRIEF DETAILS IN RESPECT OF DIRECTORS AND
SENIOR MANAGEMENT STAFF

Dr. Chan Kwok Keung, Charles, aged 50, is the chairman and chief
executive officer of the Company. Dr. Chan holds an honorary degree of
Doctor of Laws and a bachelor’s degree in civil engineering and has over
25 years’ international corporate management experience in the
construction and property sectors as well as in strategic investments. He
joined the Company in 2000. Dr. Chan is also the chairman of ITC
Corporation Limited, Paul Y. — ITC Construction Holdings Limited, Hanny
Holdings Limited, companies whose shares are listed on the Hong Kong
Stock Exchange.

Dr. Yap, Allan, aged 49, is the vice chairman of the Company. He
obtained the honorary degree of Doctor of Laws and has over 23 years’
experience in finance, investment and banking. Dr. Yap joined the
Company in 2000. He is the managing director of Hanny Holdings Limited
and the chairman and chief executive officer of China Enterprises
Limited, a company whose shares are traded on the OTC Bulletin Board
in the United States of America and Burcon NutraScience Corporation, a
company whose shares are listed on the TSX Venture Exchange and the
Frankfurt Stock Exchange. He is an executive director of Wing On Travel
(Holdings) Limited, a company whose shares are listed on the Hong
Kong Stock Exchange. Dr. Yap is also an executive chairman of PSC
Corporation Ltd. and Intraco Limited, both public listed companies in
Singapore and the chairman of MRI Holdings Limited, a company whose
shares are listed on the Australian Stock Exchange.

Ms. Chau Mei Wah, Rosanna, aged 50, is an executive director of the
Company. She has over 25 years’ experience in international corporate
management and finance. Ms. Chau holds a bachelor’s degree and a
master’s degree in commerce and is a member of the Hong Kong
Institute of Certified Public Accountants, the CPA Australia and the
Certified General Accountants’ Association of Canada. She joined the
Company in 2000. Ms. Chau is the managing director of ITC Corporation
Limited and an executive director of Paul Y. — ITC Construction Holdings
Limited. She is also a director of Burcon NutraScience Corporation.
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Ms. Chan Ling, Eva, aged 39, is an executive director of the Company.
Ms. Chan has 17 years’ experience in auditing, accounting and finance
in both international accounting firms and listed companies. She is a
member of the Institute of Chartered Accountants in Australia, a fellow
member of the Association of Chartered Certified Accountants and also a
member of the Hong Kong Institute of Certified Public Accountants. Ms.
Chan joined the Company in 1996. She is the deputy chairman of China
Enterprises Limited and a director of MRI Holdings Limited. Ms. Chan is
also a director of major subsidiaries of Wing On Travel (Holdings) Limited.

Mr. Li Bo, aged 33, an executive director of the Company since January
2005. He graduated from Beijing Foreign Studies University with
bachelor’s degree. Mr. Li has financial management experience in a
textile company, management experience in public company and
experience in the field of M&A business. Mr. Li has served a Hi-tech
company in the PRC, meanwhile involved in managing a subsidiary listed
as an A-share company, and preparing listing procedure of that Hi-tech
company on Hong Kong stock market. Mr. Li had served governmental
departments with experience of dealing with diplomatic affairs. Mr. Li
had engaged in the research of capital markets and privatisation of
countries in transition. Mr. Li had also worked at the representative
office in Beijing for an US securities company, providing consulting
advisory services for Chinese clients intending to go public in the USA.

Mr. David Edwin Bussmann, aged 51, has been appointed an independent
non-executive director of the Company since February 2000. Mr.
Bussmann has more than 20 years experience in the investment and
finance field, and is very familiar with investment issues related to China,
as well as sectors such as technology, real estate, and direct investment.
He previously worked at Salomon Brothers, Citibank, Bank of America
and Prudential Asia. Mr. Bussmann is also an independent non-executive
director of China Enterprises Limited.

Mr. Sin Chi Fai, aged 45, is an independent non-executive director of the
Company since January 2005. Mr. Sin obtained a diploma in Banking
from The Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University). He has over 10 years’ experience in banking
field and has 10 years’ sales and marketing experience in information
technology industries. Mr. Sin is a director and a shareholder of a
Singapore company engaged in the distribution of data storage media
and computer related products in Asian countries. Mr. Sin is also an
independent non-executive director of Wing On Travel (Holdings) Limited
and Capital Estate Limited.
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Mr. Wong King Lam, Joseph, aged 52, is an independent non-executive
director of the Company since September 2004. He is a fellow member
of the Association of Chartered Certified Accountants and the Hong Kong
Institute of Certified Public Accountants. He has more than 24 years’
extensive experience in auditing, corporate and financial management
with a number of companies in different business sectors which include
an international accounting firm and a local listed company. Mr. Wong is
currently the chief executive officer of a renowned automobile services
company in Hong Kong. Mr. Wong is also an independent non-executive
director of Hanny Holdings Limited, Tungtex (Holdings) Company Limited
and Wing On Travel (Holdings) Limited.

Mr. Chan Kwok Hung, aged 46, has been appointed an alternate director
to Dr. Chan Kwok Kueng, Charles of the Company since July 2001. He
holds a diploma in arts and has over 21 years’ experience in trading
business in the People’s Republic of China. Mr. Chan is an executive
director of ITC Corporation Limited and Hanny Holdings Limited. He is
the younger brother of Dr. Chan Kwok Keung, Charles, the chairman
and chief executive officer of the Company.

Mr. Lui Siu Tsuen, Richard, aged 49, has been appointed an alternate
director to Dr. Yap, Allan of the Company since July 2001. He is a
qgualified accountant and has over 25 years of accounting, financial and
corporate management experience. He has held senior positions in an
international accounting firm and various private and public listed
companies. Mr. Lui is the deputy managing director of Hanny Holdings
Limited. He is also an executive director of Wing On Travel (Holdings)
Limited and PSC Corporation Ltd.

Ms. Law, Dorothy, aged 35, is a director of China Enterprises Limited.
She received her Bachelor of Commerce and Bachelor of Laws degrees
from the University of British Columbia in Canada. Ms. Law is a Barrister
and Solicitor licensed to practice law in British Columbia and has also
been admitted as a Solicitor of the High Court of Hong Kong. Ms. Law is
also a director of Burcon NutraScience Corporation and corporate counsel
of Hanny Holdings Limited.

Ms. Cheung Sze Man, Sharen, aged 34, joined the group as Financial
Controller in September 2002. She holds a Bachelor of Commerce degree
and Bachelor of Arts degree from the University of Auckland in New
Zealand, and is a member of both the Hong Kong Institute of Certified
Public Accountants and CPA Australia. Prior to joining the group, Ms
Cheung has worked in Hong Kong and overseas, and has accumulated
diversified experience in audit and financial management in both private
and public companies. She is also a director of MRI Holdings Limited.
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DIRECTOR'’S INTERESTS IN SHARES

As at 31st December, 2004, the interests of the directors of the Company
and their associates in the share, underlying shares and debentures of
the Company and its associated corporations (within the meaning of Part
XV of the Securities and Future Ordinance) as recorded in the register
required to be kept by the Company pursuant to section 352 of the
Securities and Futures Ordinance or as otherwise notified to the Company
and the Hong Kong Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, were as follows:

Long positions

(i) The Company

Name of director
EEHA

Capacity
HE

Dr. Chan Kwok Keung, Charles (Note 2)

B 3 B HE 4
R-ZFTEF+-A=+—0  BAAARE
% R () 3520677 B 2 B M AT R oK
RIFEF AR EEETELRBNBETRIR
RAREBBIFAEAEG - AAREERR
EIHBATRAATREMEEEE (RES
E+ R ER) 2R - HER

KEE 15RDI %
MRESTHEE 2 ERWT

WA

(i) XAw
Number of Approximate

ordinary shares shareholding

Interest held by

held (Note 1) percentage

FEEERHEAE HOBERESH
(K1)

258,819,795 29.36%

controlled corporation

BREIREL (Af22) SRR

(i) Associated corporation

Name of

Name of director associated corporation

ESnA HEEE B

Dr. Chan Kwok Keung, Charles Wing On Travel
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o

f% R~ A e

(i) HEEE

Capacity

=1

Beneficial
owner

BE=mEA A

Number of
ordinary
shares held
g ER
#HE

17,280,000
(Note 3)
(K1 :E3)

Approximate
shareholding
percentage
Aotk

0.05%
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Notes:
1. Share(s) of HK$0.10 each in the capital of the Company.

2. Dr. Chan Kwok Keung, Charles is deemed to be interested in 258,819,795
shares of the Company held by Calisan Developments Limited (“Calisan”) by
virtue of his interest in Chinaview International Limited (“Chinaview”) which
has a controlling interest in Calisan. Details of which are disclosed under the
heading “Substantial Shareholders”.

3. Share(s) of HK$0.01 each in the capital of Wing On Travel.

Save as disclosed above, as at 31st December, 2004, none of the
Company’s directors or their associates had any interests or short
positions in the shares, underlying shares of the Company or any of its
associated corporations.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

The Company
A summary of the movements of share options under the 2002 Scheme
during the year ended 31st December, 2004 were as follows:

et
1. ARAAKRAPEREE. 108 T MM °

2. PR 3%18 1 A 7 # A Chinaview International
Limited ( [ Chinaview] ) i # & Calisan
Developments Limited ([Calisan]) 2 ¥ % & 25 -
MU AR B ¥k B R Calisan 45 8 2 258,819,7950%
RAEIRG - EBAFBEENEZRE] — -
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Number of shares under option

BRESR2ROHEE
Outstanding Granted Exercised Outstanding
Exercise at during during at
Date of grant Exercisahle period price 1.1.2004 the year the year 31.12.2004
R-ZEZME R-ZEZNE
—-HA—8 +t=ZB=t-8
RHAH TREH TREE e K AT 6 FRRME ERETE e K 17 2
HK$
BB
Employees
BB
8.1.2004 8.1.2004 to 7.1.2009
—ETME-ANA —ETME-ANRZE
“ETNF-HLR 0.1776 - 25,000,000 (25,000,000) -
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Consideration was received by the Company in respect of the options
granted during the year was insignificant.

The closing price of the Company’s shares immediately before the options
granted on 8th January, 2004 was HK$0.178.

The weighted average closing prices of the Company’s shares
immediately before dates of exercise by the employees were HK$0.3940,
HK$0.4003, HK$0.4505, HK$0.4698 and HK$0.4753 respectively.

The directors are of the view that the value of the theoretical value of the
options granted during the year depends on a number of variables which
are either difficult to ascertain or can only be ascertained on a number
of theoretical basis and speculative assumptions. Accordingly, the
directors of the Company believed that any calculation of the value of
the options will not be meaningful and may be misleading to shareholders
in the circumstances.

Particulars of the Company’s share option schemes are set out in note
30 to the financial statements.

As at 31st December, 2004, there were no shares available for issue
under the Company’s share option schemes.

China Enterprises Limited

Details of the share option scheme of China Enterprises Limited are set
out in note 30 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 debt
debentures (including debentures), of the Company or any other body
corporate and neither the directors nor their chief executors, nor any of
their spouses or children under the age of 18, had any rights to subscribe
for the equity or debt debentures of the Company, or had exercised any
such rights.

DIRECTORS’
SIGNIFICANCE

INTERESTS IN CONTRACTS OF

No contract of significance, to which the Company, its holding company,
fellow subsidiaries or 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.

A3 B 54 PO AT B AR AR R (B

ERBEREN_ZTOF - A/\BRLA - A
RARD Z KT ER01I7SETT °

EREBTHEAMEH - ARARN ZNEFIS
Y 8 o Bl & 0.3940% 7T ~ 0.4003/ T -
0.4505% 7t ~ 0.4698% 7T [ 0.47537% T °

EERRFARKZBEREZEREEIRT
ZIRBHME M ERBETDHEURELR L
ELEEREEREHABRR THE - BER
- ARREFRETMBEREEBEZFES

ARBBREFIZHBRERY B HRRME
30-°

RZZBZENF+_A=+—H  BEREEARQ
BB AR IR T EAIT 2D o

China Enterprises Limited

China Enterprises Limited 2 BT &1 2 5515
B B 5 R M 5E30 ©

FREAERE - NARREERHERRSH]
B TMZH - BMEARRRES A ERENE
ARRARHEMEMEE 2RO RES (BREE
BE)MBENE MEFRREZEFEER
AT ASAE AL B 3L 1858 A T F L IR MR 4
MRBARRBRAKBESRITEZFEN -

EHEZERNGAMELD

ARAE - HEEAR - REKEBARSKKEA
B BT ERARNREENE P EENHEEE
BERNGZ AR FABFREREIDAL
MZBREHL o
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES  # 5 it i 5 £ B5 2 M 4
TR EERBFEBTHEBARE LWARR

F8I0ETABEZEZIAT ¢

The interests of Directors in competing businesses during the year
required to be disclosed pursuant to Rule 8.10 of the Listing Rules were

as follows:

Name of Director
BEEHA

Dr. Chan Kwok Keung,
Charles

Name of Company
AT ER

Paul Y. — ITC Construction
Holdings Limited

Nature of competing business

RERBME

Property development and
investment in the PRC

Nature of interest
EEHE

Substantial shareholder
and chairman of

BRE9 SR 18 £ (“Paul Y. ITC") and Paul Y. - ITC
its subsidiaries
RERTFEEEH RAEBEZMEZRRRKE REBHEZFERIRER
BRAR ([RERE])
R H BB A A
Hanny Holdings Limited Substantial shareholder,
(“Hanny”) and its chairman and executive
subsidiaries director of Hanny
HEEEFRA WEIFERR  EFER
(Fﬁ%ﬂiJ)&ﬁﬁH%’&ﬂ HWITES
Dr. Yap, Allan Hanny and its subsidiaries  Property development and Managing director of Hanny
Yap, Allanfg &= investment in the PRC

wRE N EH B AR
Wing On Travel and
its subsidiaries

RABEzYFEEREREE
Property Investment in
the PRC

R ERBLE
Executive director of
Wing On Travel

0893 S PN RPBZYERE KRB ZHITES
Ms. Chau Mei Wah, Paul Y. - ITC and Property development and Director of
Rosanna its subsidiaries investment in the PRC Paul Y. - ITC
FEEEL L+ REZFREMEAR RABEZHMEZERIKRE REBIFEZES

Ms. Chan Ling, Eva

Wing On Travel and

Property investment

Director of subsidiaries

PRS2+ its subsidiaries in the PRC of Wing On Travel 23
K iR E R LM A A Rz MERE KERBEMBARIZESE
Mr. Chan Kwok Hung Hanny and its subsidiaries  Property development and Executive director of T
R B 18 9 A investment in the PRC Hanny S
87 01 K2 H B A A REBzYMEERRIRE WEZHITES =
T
Mr. Lui Siu Tsuen, Richard Wing On Travel and Property investment Executive director of
= IR R A its subsidiaries in the PRC Wing On Travel w
S e s _ Wi s NN L k
K& R i B ELBfT B 2 A RAEBEZMERE KL ZMATES T

Hanny and its subsidiaries

i B Ko HLf /& A 7]

Property investment and
development in the PRC
RPBZYMRKRE RER

Deputy managing director
of Hanny
WEY B ERRLE
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained by the Company
pursuant to Section 336 of the Securities and Future Ordinance shows
that as at 31st December, 2004 the following shareholders had notified
the Company of relevant interests in the issued share capital of the

Company.

Long positions

Name

L

Calisan

Great Decision Limited

Paul Y. - ITC Investments Group Limited

Paul Y. - ITC
RERHE
Hollyfield Group Limited

ITC Investment Holdings Limited

ITC Corporation Limited
BECREEFRRAA
Galaxyway Investments Limited

Chinaview

Dr. Chan Kwok Keung, Charles
PR 8 £

Ms. Ng Yuen Lan, Macy
LmER+

Well Orient Limited
BfmERAR

Powervote Technology Limited

Hanny Magnetics (B.V.1.) Limited

Hanny
il

Capacity

#HE

Beneficial owner

ESBEAA

Interests held by controlled corporation
RABERRAER

Interests held by controlled corporation
FABERRAER

Interests held by controlled corporation
FAERRAER

Interests held by controlled corporation
RABERRAER

Interests held by controlled corporation
RABERRAER

Interests held by controlled corporation
RAEERRAER

Interests held by controlled corporation
RABERRAER

Interests held by controlled corporation
FAERRAER

Interests held by controlled corporation
FAERRAER

Interests held by family

RERGER

Beneficial owner

ESBEAA

Interests held by controlled corporation
RAEBERRAER

Interests held by controlled corporation
RABERRAER

Interests held by controlled corporation

REERARER

EERR

RIRARARIZEE 7 B RDIZE 33615 R E
ATREZIERRELMAE - R-FZFN
F+-_A=1T—8  NIERANEARAFELE
BEARRBCBHTRAEAER

HE
Approximate
shareholding
Notes Number of shares percentage
BRTR
Fit &t Ro#E Bk
I 258,819,795 29.36%
1 258,819,795 29.36%
1 258,819,795 29.36%
1 258,819,795 29.36%
1 258,819,795 29.36%
1 258,819,795 29.36%
I 258,819,795 29.36%
1 258,819,795 29.36%
1 258,819,795 29.36%
1 258,819,795 29.36%
2 258,819,795 29.36%
3 258,819,794 29.36%
3 258,819,794 29.36%
3 258,819,794 29.36%
3 258,819,794 29.36%



DIRECTORS’ REPORT EE2#fHfis&=

Note:

1. Dr. Chan Kwok Keung, Charles owns the entire interest of Chinaview which
in turn owns the entire interest in Galaxyway Investments Limited
(“Galaxyway”). Galaxyway owns more than one-third of the entire issued
ordinary share capital of ITC Corporation Limited (“ITC”). ITC owns the
entire interest of ITC Investment Holdings Limited (“ITC Investment”) which
owns the entire interest of Hollyfield Group Limited (“Hollyfield”). Hollyfield
owns more than one-third of the entire issued share capital of Paul Y. — ITC.
Paul Y. — ITC owns the entire interest of Paul Y. — ITC Investments Group
Limited (“PYITCIG"), PYITCIG owns the entire interest in Great Decision
Limited (“GDL") which in turn owns the entire interest in Calisan. Accordingly,
GDL, PYITCIG, Paul Y. = ITC, Hollyfield, ITC Investment, ITC, Galaxyway,
Chinaview and Dr. Chan Kwok Keung, Charles were deemed to be interested
in 258,819,795 shares of the Company which are held by Calisan.

2. Ms. Ng Yuen Lan, Macy is a spouse of Dr. Chan Kwok Keung, Charles and
deemed to be interest in 258,819,795 shares of the Company held by
Calisan.

3.  Well Orient Limited (“WOL") is wholly-owned by Powervote Technology
Limited (“PTL"”) which is in turn owned by Hanny Magnetics (B.V.l.) Limited
(“Hanny Magnetics”). Hanny Magnetics is wholly-owned by Hanny. PTL,
Hanny Magnetics, Hanny were deemed to be interested in 258,819,794
shares of the Company which are held by WOL.

Save as disclosed above, the Company had not been notified of any
other interests or short position in shares and underlying shares of the
Company pursuant to section 336 of the Securities and Future Ordinance
which representing 5 percent or more in the issued share capital of the
Company as at 31st December, 2004.

THE MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

During the year, the Company adopted the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”) as
set out in Appendix 10 to the Rules Governing the Listing Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) as its
own code of conduct regarding directors; securities transactions. Based
on specific enquiry of all the directors of the Company, the directors
complied throughout the year in review with the required standards as
set out in the Model Code.

At -

1. PR B 3% 1§ + #% & Chinaview® S #E &= + 1M
Chinaview#E & Galaxyway Investments Limited
([Galaxyway] ) & &0 # z& ° Galaxyway# & 2+
TEEEERAR ([EFeE) BR=22—
EBTEBERA - BELEHEAFITC Investment
Holdings Limited ([ITC Investment]) Z & B #
# * M ITC Investmentfl # & Hollyfield Group
Limited ([Hollyfield]) 2 2 &4z ° Hollyfield#
EREBHFBA=D 2 —BEITRAE - RER
#E#E A Paul Y.— ITC Investments Group Limited
(TPYITCIG]) 2 2 ## 2  PYITCIGHE A Great
Decision Limited ([GDL]) & #f# % - GDLAI %
A Calisanz £ ¥4 o Bt - GDL » PYITCIG »
{REEEFE - Hollyfield » ITC Investment ~ =3¢ &
% . Galaxyway * Chinaview X fR B0 58 18 + #% 18 &
A CalisanfT#FH 2 258,819,7958% 248 A &l i 17
HEHRER -

2. MEMRETRREREL ZER  WEER
Calisan¥ 8 2 258,819,795/% F A~ 1 Rl A& {7  #&
B °

3. BmBRATF ([ERm]) B Powervote Technology
Limited ([ PTL]) & & # & - il PTLE Hanny
Magnetics (B.V.1.)Limited ([ Hanny Magnetics] )
2 & %A ° Hanny Magneticshi 82 BE 2 B A -
PTL » Hanny Magnetics & & ¥ 47 18 & 7 B BT
#752258,819,794 AN R RN R A FERS o

B EXRBEEIN  R-TTEMF+_A=+—
B RIEES LB GRGIZE3360% - AARL
PR EAALTRAR R Z B kAR
PHEAEARRB D BEHITRAS% A L Z M
Hit ek iE R -

AT RS IR 2 oy 2 AR ST A

FR - AEERPNEBEBERSMERQARE
F EmRA(TEWARA]) MR I0ME EH A
RAEFETEFRR S 2BEESTR ([RES
ADEREAGABEFETERRFIZE
7 e REBEAARREBERFLZFITE
AR EEROEFEARY BB TREST
QAR ZIRE -
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CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice (the “Code”)
as set out in Appendix 14 of the Listing Rules throughout the year,
except that the non-executive directors of the Company are not appointed
for specific terms as required by the Code but they are subject to
retirement by rotation and re-election at the annual general meeting in
accordance with the Company’s Articles of Association.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
During the year,

neither the Company nor any of the subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

POST BALANCE SHEET EVENT

Details of the significant post balance sheet events are set out in note 41
to the financial statements.

CONTINUING DISCLOSURE OBLIGATION

(1) As at 31st December, 2004, the financial assistance given to the
Company'’s affiliated companies by the Group to Wing On Travel and
its subsidiaries (“Wing On Group”) aggregated to approximately
HK$165.97 million, representing more than 8% of the Company’s
market capitalization of approximately HK$477.82 million as at 31st
December, 2004 (the “Market Capitalization”).

B (£ JE A <¥

RABRFARN—E BT LR A M 1478
ZEAERAST R (TSR - AR R EMTT
ESVIHFRBETAZAENEETHRET - M
ARBARRZERARERRBFAS L&
BEERBEESL-

WE U B

I

ARAREMBARNEFAGEEE
FBEARBMER EHES o

H 1% 2 JH

K & =X

REE
T4l

B & 2 R E 0 15 800 B 75 o MY

8 P 5% J AT

(1) RZZEZMF+ZA=+—8  ~x5B#H
FARBBBRBIKET IR REME A
(IkEZ&B)2HBEHEHROR
165,970,000 7T * IR A RIKR ZZZT M
F+ZA=+—H2Zm{E#X477,820,000
B ([Th{E]) BiB8% -
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Details of financial assistance given to the Company’s affiliated n=

companies as at 31st December, 2004:

Affiliated company

BEL T

Wing On Group
KERHE

Notes:

1. The advances are unsecured and repayable on 2nd January, 2006.

Group’s interest
(%)

AEBE L ER
(%)

19.58

2. The advance is unsecured and repayable on 29th January, 2005.

3. The advance is unsecured and matured on 9th June, 2005.

=

g

3. BRLEEMER _ZZTAFAHA

ME+—_A=T-—HB & T4AR
AMBARIZMBEENFBWT ¢
Interest Rate
Principal Advances Per annum Note
(million)
Btz esE FEE Mt &
(B&)
HK$32.20 Prime + 2% 1
75 #532.207T HEFEMNEMHAE
HK$53.10 Prime 2
& #53.107T REF X
HK$74.70 Prime 3
B ¥ 74.707C REBMN X
Rmb5.54 6% 1
AR #5547 INE
Rmb0.59 Nil 4
AR#0.597T m
Hiat
1. BN EERARAR_ZTRFEF-HA_RBE
8 .

2. BERNEEMRAR-_ZZTRF-A-+N1E
B o

JUHEEH o

4. The advance is unsecured, interest free and has no fixed term of repayment. 4. ®FZXVEEE - R NEETERE -

(2) As at 31st December, 2004, the guarantee of HK$30 million were (2) RZZEZEWME+-_A=+—H  KX&EEH

given for banking facilities granted by the Company to Jean-Marie
Pharmacal Co., Limited, an affiliated company of Tung Fong Hung
Investment Limited, a former wholly-owned subsidiary of the

Company.

EXZmEH

30,000,000/ 7T 2 &R °

% F Tung Fong Hung Investment Limited
(RRRzREREMB A T)Z J?E
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(3) Pursuant to Rule 13.22 of the Listing Rule, the financial information
of the affiliated companies and the Group’s attributable interest in
these affiliated companies based on their financial position as at
31st December, 2004 are present below:

Non-current assets FRBEE

Current assets mEEE

Current liabilities mEaE

Non-Current Liabilities FERBEE

Minority interests LERERER

Net assets BEEFE
AUDITORS

A resolution will be submitted to the Annual General Meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of
the Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles
CHAIRMAN

Hong Kong
26th April, 2005

(3) BE EMHRBIE13.22(6 - RZZEZTWF
T-A=1t—8 KBARZHABEF
AR 32 F 2 BARSAROR - NS B 5% FH
BRrRZBIGHEDZINOT

Consolidated financial

position as at The Group’s
31st December, 2004 attributable interest

R=ZZNEF
+TZA=+—-HZ rEEZ
RE MBI & 1k #E &=
(HK$°000) (HK$'000)
(B#For) (B®For)
2,037,951 399,030
564,490 110,527
(581,588) (113,875)
(1,075,940) (210,669)
(312,171) (61,123)
632,742 123,890

1% BHT

EREHNTRBEE « BEMRT S8 TEER
REVZBERBRBEARB ZBRRBFX
gLRRE -

RREFE

FE
BREN &S+

BB
—EERFWMA=—+H



