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Daiwa Associate Holdings Limited

The Directors submit their report together with the audited accounts for the
year ended 31 March 2005.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries are principally
engaged in the design, development, manufacturing and distribution of electronic

components, electronic manufacturing services and distribution and

manufacturing of personal computer and digital products.

An analysis of the Group’s turnover and contribution to operating profit by
business segment and geographical segment for the year is set out in note 2 to

the accounts.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated profit and

loss account on page 26.
An interim dividend of HK$0.01 per share with alternative to elect Warrant
Alternative totalling HK$2,647,000 was paid on 23 February 2005. The Board of

Directors proposed a final dividend of HK$0.02 per share totalling HK$5,451,000
in respect of the year ended 31 March 2005.

SUBSIDIARIES

Particulars of the company’s principal subsidiaries at 31 March 2005 are set

out in note 15 to the accounts.

FIXED ASSETS

Movements in fixed assets of the Group are set out in note 13 to the accounts.

SHARE CAPITAL

Movements in share capital of the company are set out in note 24 to the

accounts.

WARRANTS

Movements in warrants of the company are set out in note 26 to the accounts.
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RESERVES

The amounts and particulars of material transfers to and from reserves during

the year are set out in note 27 to the accounts.

DISTRIBUTABLE RESERVES

At 31 March 2005, the reserves of the company available for distribution
amounted to HK$85,602,000 (2004: HK$87,116,000), including contributed
surplus of HK$72,309,000 (2004: HK$72,309,000).

DONATIONS

The Group made charitable donations of HK$160,000 (2004: HK$263,000) during

the year.

PRE-EMPTIVE RIGHT

There is no provisions for pre-emptive rights under the Company’s bye-laws
and there was no restriction against such right under the laws in Bermuda,
which would oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results, assets and liabilities of the Group for

each of the last five years ended 31 March 2005 is set out on pages 11 to 12.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2005, sales to the five largest customers of the
Group in total accounted for approximately 37.9% of the Group’s total turnover,
with the largest customer accounting for about 12.5%. The five largest suppliers
of the Group together in total accounted for approximately 45.5% by value of
the Group’s total purchases during the year, with the largest supplier accounting
for about 28.5%.

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.
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Daiwa Associate Holdings Limited

DIRECTORS

The directors who held office during the year and up to the date of this report were:

Mr. LAU Tak Wan (President)

Ms. CHAN Yuen Mei, Pinky (Vice-president)

Mr. WAN Chor Fai

Mr. MAK Hon Kai, Stanly

Mr. Barry John BUTTIFANT*

Mr. CHOI Yuk Fan* (appointed on 17 September 2004)

Mr. LIU Ngai Wing* (appointed on 17 September 2004)

Mr. YUEN Chi Choi, Simon* (resigned on 17 September 2004)

Ms. CHAN Yuen Mei,

accordance with clause 99 of the Company’s bye-laws and, being eligible, offer

Pinky and Mr. WAN Chor Fai retire by rotation in

themselves for re-election.
* Independent non-executive directors

The terms of office of the directors, including the independent non-executive
directors, are subject to retirement by rotation and are eligible for re-election at
the Company’s annual general meeting in accordance with the Company’s bye-

laws.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive directors

Mr. LAU Tak Wan, aged 55, is the founder and the President of the Group. Mr.
Lau graduated from Hong Kong Baptist College (now known as Hong Kong
Baptist University) in Sociology and has more than 20 years’ management and
production experience in the electronics industry. Prior to founding the Group,
Mr. Lau had over 6 years’ experience in running his own business in the
electronics industry. He is responsible for the overall corporate planning, strategic

development and marketing of the Group.

Ms. CHAN Yuen Mei, Pinky, aged 48, is the spouse of Mr. LAU Tak Wan. Ms.
Chan is the Vice-president of the Group. Also she is the Director of Administration
and Finance responsible for administration, human resources and finance of the
Group. Prior to joining the Group in 1998, Ms. Chan has over 20 years of
experience in accounting and financial management and at the same time running

her own business for more than 10 years.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continueq)

Executive directors

Mr. WAN Chor Fai, aged 47, is the CEO (Manufacturing) of the Group. Mr. Wan
graduated from Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University) in Production and Industrial Engineering and is responsible
for the business development and manufacturing management of the Group.
He has more than 16 years’ experience in manufacturing and marketing. Prior
to joining the Group in 1987, he worked for an international conglomerate and

was in charge of the electronics division.

Mr. MAK Hon Kai, Stanly, aged 43, is the CEO (Distribution) of the Group
responsible for the Group’s overall marketing strategy and the distribution of
electronic components. Mr. Mak joined the Group in 1988. He has more than

20 years’ experience in the sales and marketing of electronic components.
Independent non-executive directors

Mr. Barry John BUTTIFANT, aged 60, has been appointed as the Managing
Director of Hsin Chong International Holdings Limited (“Hsin Chong”), and the
Alternate Director of Hsin Chong Construction Group Limited since December
2004 and became the Alternate Director of Synergis Holdings Limited in January
2005. Before joining Hsin Chong, Mr. Buttifant was an Operating Partner of
Barings Private Equity Partners Asia Limited. He was also the Managing Director
of Wo Kee Hong (Holdings) Limited (“Wo Kee Hong”) from 2001 to 2002 and
was the Adviser to the board of directors of Wo Kee Hong from 2002 to 2004.
He was the Managing Director of IDT International Limited for over 8 years and
had worked for Sime Darby Hong Kong Limited and Polly Peck Group for more
than 11 years in the capacity of Finance Director and Managing Director during
the period. He is also an independent non-executive director of Hong Kong
public companies: Giordano International Limited, China Merchants DiChain (Asia)
Limited, MediaNation Inc and Alltronics Holdings Limited, one NASDAQ listed
company, China Technology Global Corporation and a director of one NYSE

public company, Global-Tech Appliances Inc.

Mr. Buttifant is a fellow member of the Association of Chartered Certified
Accountants, the Hong Kong Institute of Certified Public Accountants, the
Chartered Management Institute; the Hong Kong Management Association and
the Hong Kong Institute of Directors. He became an independent non-executive
director of the Company in 1994.
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Daiwa Associate Holdings Limited

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continueq)

Independent non-executive directors (continued)

Mr. LIU Ngai Wing, aged 54, holds a Master of Science Degree in Global
Business from the Chinese University of Hong Kong, a Master of Science Degree
in Hotel and Tourism Management from the Hong Kong Polytechnic University
and a Master Degree in Business Administration from the Open University of

Hong Kong.

Mr. Liu is an executive director of eSun Holdings Ltd, independent non-executive
director of Climax International Ltd and Hang Fung Gold Technology Ltd. He is
an associate member of both the Hong Kong Institute of Certified Public
Accountants and the Institute of Chartered Secretaries and Administrators, and

is also a fellow member of Association of Chartered Certified Accountants.

Mr. CHOI Yuk Fan, aged 52, is a holder of a Bachelor Degree of Laws (LLB)
awarded by the University of London in 1988 and a Post-graduate Certificate in
Laws (PCLL) awarded by the University of Hong Kong in 1991. Now, Mr. Choi is
the Principal of Messrs. Y. F. Choi & Co., Solicitors and is a practising lawyer

providing legal services for citizens of Hong Kong and foreign countries.

Mr. Choi was admitted Solicitor of the Supreme Court of Hong Kong in 1993
and Solicitor of the Supreme Court of England and Wales in 1994. Before, Mr.
Choi took up his legal career in 1993, he served in the Home Affairs Department
about 13 years (1977-1990).

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service contract with the
Company and these service contracts will continue thereafter until terminated

by either party for not less than three or six months’ prior written notice.

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

other than statutory compensation.
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(a) RAARBREESI0ET ZROBEFR

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the directors’ service contracts noted above and the connected
transactions noted as below, no other 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.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

At 31 March 2005, the interests and short positions of each director and chief
executive in the shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”), as recorded in the register maintained by the
company under Section 352 of the SFO or as otherwise notified to the company
and the Stock Exchange pursuant to the Model Code for Securities Transactions

by director of Listed Issuer in the Listing Rules were as follows:

(a) Long position in of HK$0.10 each in the Company

BROLER/HEIEFRABRA 2HE

Number of issued ordinary shares/underlying shares attached to derivatives

FradkEs
Unlisted Warrants

EARE EEER
EEHS Personal  [ifif  Corporate
Name of directors interests  Notes interests
HGE%E
Mr. LAU Tak Wan 1,087,338 1 21,361,612
REsatr
Ms. CHAN Yuen Mei, Pinky 670,666 1 21,361,612

FRIERE
Mr. WAN Chor Fai - -

REERE
Mr. MAK Hon Kai, Stanly - -

= bt
Mr. Barry John BUTTIFANT - _

i3

BRAEER
Ordinary shares in issued

bR BARS EREE bR Ay
Other fifi Personal fiiif Corporate [z Other izt Total At
Notes interests Notes interests Notes interests Nofes interests  Nofes interests Percentage
2789999 4 5186666 1 111,176,064 283 13949999 ¢4 155,501,673 58.47%
3,156,066 4 3363332 1 111,176,064 283 15,783,333 4 155,501,673 58.47%
- 150,000 - - 150,000 0.06%
- 1,000,000 - - 1,000,000 0.38%
- 500,000 - - 500,000 0.19%
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION (continued)

(a)

(b)

Cosmos Wires and Connectors Manufacturing Limited

Westpac Digital Limited

RIRBEFEARAA
Vastpoint Industrial Limited

BEMEZEERAT

Daiwa Associate (H.K.) Limited

AN EERAER A A 20

Daiwa Associate Holdings Limited

Long position in of HK$0.10 each in the Company (continued)

Notes:

1. 504,000 warrants and 2,520,000 shares in the Company were jointly
held by Mr. Lau and Ms. Chan (the spouse of Mr. Lau).

2. 9,373,766 warrants and 51,236,832 shares in the Company were
beneficially owned by China Capital Holdings Investment Ltd (“China
Capital”). The issued share capital of China Capital is 60% owned by Mr.
Lau, and 40% owned by Ms. Chan.

3. 11,987,846 warrants and 59,939,232 shares in the Company were
beneficially owned by Leading Trade Ltd (“Leading Trade”). The issue
share capital of Leading Trade is 50% owned by Mr. Lau and 50% owned
by Ms. Chan.

4. 2,623,333 warrants and 13,116,667 shares in the Company were

beneficially owned by Cyber Concept Limited (“Cyber Concept”). Cyber
Concept is a company wholly owned by Mr. Yuen Che Bun, Mr. Yuen
Che Bun and Mr. Lau are acting in concert.

Shares of associated corporations of the company

Dominion International Limited, which is wholly owned by a trustee for
the benefit of a discretionary trust the beneficiaries of which include Mr.
LAU Tak Wan, and certain of his family members, has beneficial interests

in the following subsidiaries:

BEZERERECRAHAE
Number of non-voting
deferred shares held

50,000

455,000

1,500,000
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o Bl ERBLZ LA ESEER
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10,0000 o

B Ealt B FE & HN -

R-ZEZRF=ZA=+—RH 4A2x
AREES LB RIFE2GERERFZAMP L
%@‘METFJ:H?%EWJL REABERETEFRHHRAE
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By RESFTEREAERE AR

EEAEHN

TEEAR  AARUERBEERNENEEEKZ
EESTRIERIIFEEMAH

BERS

RZZEZTNFENANAZ+MA - & E 5K W EElte

Century Holdings Inc. (RIS B A B% AR Z ERFR

HMITEE  HEBA%RIE) - X HENEARHE

X5 WKBERZ-ZZTZMFENA=TBHZRIELER
ERINBIRRAB

B —"%F 7" A—H - Elite Century Holdings Inc.
Hf—HHREBARRIGELERRRZ T HE%E
BZRBgt—MMERMERTL-—BEERZE - B
- NANAAFNA-—BEZZEEXRNFRA=FT—
B ettt EmE 2 ATHR15,332.64007T °

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION (continued)

(b) Shares of associated corporations of the company (continueq)

In addition, each of Mr. Lau and Ms. Chan beneficially owns 140,000
and 10,000 non-voting deferred shares respectively in Cosmotec

Precision Industrial Limited.

Save as disclosed above, as at 31 March 2005, none of the directors or chief
executive of the Company or their associates had any interests or short positions
in the shares, underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO) as recorded in the
register maintained by the Company under section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by directors of Listed Issuers in the

Listing Rules.
MANAGEMENT CONTRACTS

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

existed during the year.
CONNECTED TRANSACTIONS

On 24 September 2004, The Group completed an acquisition of Elite Century
Holdings Inc. which is 89.1% beneficially owned by Mr. Lau Tak Wan, the
Chairman and executive director. This transaction constituted a major and
connected transaction. The acquisition was approved by independence

shareholders’ in the Special General Meeting held on 30 August 2004.

One of the subsidiaries of Elite Century Holdings Inc. had entered into a rental
agreement in respect of office space in Canada on 1 June 1996 with a company
jointly owned by Mr. Lau Tak Wan and Ms. Chan Yuen Mei, Pinky for the period
from 1 June 1996 to 31 May 2006. Monthly rental paid for the office premises is
CAN$15,332.64.

21 ANMBEFERAERAZA
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Leading Trade Limited
China Capital Holdings Investment Limited
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CONNECTED TRANSACTIONS (continued)

The above constituted a connected transaction under the Listing Rules. The
Directors are of the opinion that the above transaction was entered into on
normal commercial terms and on an arm’s length basis and is fair and reasonable

so far as the shareholders of the Company, taken as a whole, are concerned.

The above connected transaction constituted an exempted connected transaction

under the Listing Rules.

Save as disclosed above, neither the Company nor its subsidiaries had entered
into any connected transactions discloseable by the Company under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

(the “Listing Rules”) during the year.
SHARE OPTION SCHEMES

On 22 August 2002, the Company adopted a new share option scheme (the
“New Scheme”) in compliance with Chapter 17 of the Listing Rules, which
replaced the old share option scheme (the “Old Scheme”) in force previously.
The Company has not granted any options under the New Scheme and no

share options were outstanding as at 31 March 2005.
INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 March 2005, to the best knowledge of the directors, the following
parties (other than a director or chief executive of the Company) were recorded
in the register kept by the Company under section 336 of the SFO as being
directly or indirectly interested in 5% or more of the issued share capital of the

Company:

Interests in the shares of the Company

HEBRTRG

BEAEROBE BEASL

i Number of % of the total
Note shares held issued shares
1 59,939,232 22.54%
2 51,236,832 19.26%
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

(continued)

Interests in the shares of the Company (continued)

Notes:

1. Leading Trade Limited is 50% owned by Mr. LAU Tak Wan and 50% owned by
Ms. CHAN Yuen Mei, Pinky. Accordingly, Leading Trade Limited, Mr. Lau and Ms.
Chan were deemed by SFO to be interested in 59,939,232, 155,501,673 and
155,501,673 shares of the Company.

2. China Capital Holdings Investment Limited is 60% owned by Mr. LAU Tak Wan

and 40% owned by Ms. CHAN Yuen Mei, Pinky. Accordingly, China Capital
Holdings Investment Limited, Mr. Lau and Ms. Chan were deemed by SFO to be
interested in 51,236,832, 155,501,673 and 155,501,673 shares of the Company
respectively.

Save as disclosed above, the Company has not been notified of any other
interest representing 5% or more of the issued share capital of the Company
and recorded in the register of Substantial Shareholders maintained under Section
336 of the SFO as at 31 March 2005.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and within the
knowledge of the Directors, the Company has maintained a sufficient public

float throughout the year under review.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES

The Directors of the Company confirmed that they are not aware of any
information which would reasonably indicate that the Company is not, or was
not in compliance with the Code of Best Practice, as set out in Appendix 14 of
the Listing Rules (in force prior to 1 January 2005), at any time during the year
ended 31 March 2005 except for not specifying the terms of appointment of

independent non-executive directors.

According to the bye-laws of the Company, independent non-executive directors
are subject to retirement by rotation and re-election at the annual general

meeting.
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COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 of the
Listing Rules as its code of conduct regarding directors’ securities transactions.
Having made specific enquiry of all directors, the directors have confirmed
compliance with the required standard set out in the Model Code as provided in
Appendix 10 of the Listing Rules for the year ended 31 March 2005.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each Independent Non-executive Director an
annual confirmation of his independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers that all of the independent non-executive directors
are independent.

AUDIT COMMITTEE

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. 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 internal audit and
of internal controls and risk evaluation. The Committee comprises three
independent non-executive directors, namely Mr. Barry John BUTTIFANT, Mr.
CHOI Yuk Fan and Mr. LIU Ngai Wing. Two meetings were held during the
current financial year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold and redeemed
any of the Company’s listed securities during the six months ended 31 March
2005.

AUDITORS

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

On behalf of the Board
LAU Tak Wan
President

Hong Kong, 14 July 2005



