22

EERBREBE_ZTTAF=A=+
—BUEFEZEEZRBEERARAR
AEBZREZMBEHRE

EFBREHK

ARB 2 EBEBRBREEBRRRERE
BRRF e

AEBNAFEZ T BEBRL EERK
# o MEBARTENERERKEETE
WEBARBEM®

FERKE

AEBBEE_TTRF=-_A=1T—HL
FEGMRARREREENZBZ
FEAMR - FIRHBRRAEISE
1028 -

THREEEBRREEIER -FF
hE—A+-BIR#%  -EXZREFORN
—ERRFAA T ERIRERAFEZ
RSB EBRAEEIMI TR -Z
ZAFNA=ZTHBIIRREM ELZK
R-BRDKNZTHERE XFES
HREREBFEBRABELA -

T FEHBEREE

AEEBERTRAVBRFEECXERE
E BEEIBERESBEARSE
1088 -

EBEEE

ARARAKEEEEERNFAZES
HBERM B mAMELS -

[N

RABZBARERN 2 B EFBEEH N
TEMR M 5E26 ©

The directors present their report and the audited financial
statements of the Company and of the Group for the year ended
31 March 2005.

Principal Activities

The principal activities of the Company are investment holding and
the provision of management services.

The principal activities of the subsidiaries comprise the manufacture
and sale of plastic injection moulding machines and related
products. There were no significant changes in the nature of the
Group’s principal activities during the year.

Results and Dividends

The Group’s profit for the year ended 31 March 2005 and the state
of affairs of the Company and of the Group at that date are set out
in the financial statements on pages 43 to 102.

An interim dividend of HK5 cents per ordinary share was paid on
12 January 2005. The directors recommend the payment of a final
dividend of HK14 cents per ordinary share on or about
27 September 2005 to shareholders whose names appear on the
register of members on 30 August 2005 which, together with the
interim dividend paid, makes a total dividend of HK19 cents per
ordinary share for the year.

Five-Year Financial Summary

A summary of the results and of the assets, liabilities and minority
interests of the Group for the last five financial years is set out on
page 108.

Fixed Assets

Details of movements in the fixed assets of the Company and of
the Group during the year are set out in note 14 to the financial
statements.

Share Capital

Details of the movements in the share capital of the Company
during the year are set out in note 26 to the financial statements.
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Share Options

A summary of the share option scheme and details of the
movements in share options of the Company during the year,
together with the reasons therefor, are set out in note 27 to the
financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
Bye-Laws or the laws of Bermuda.

Purchase, Sale or Redemption of Listed Securities of
the Company

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the listed securities of the Company during the
year.

Reserves

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 28 to the financial
statements. The details of movements in the reserves of the Group
during the year are also included in the consolidated summary
statement of changes in equity on page 45 of this annual report.

Distributable Reserves

At 31 March 2005, the Company’s reserves available for
distribution, calculated in accordance with the Companies Act 1981
of Bermuda, amounted to HK$100,922,000, of which
HK$86,546,000 has been proposed as a final dividend for the
year.

Charitable Contributions

During the year, the Group made charitable contributions totalling
HK$1,422,000 (2004: HK$824,000).
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Major Customers and Suppliers

Sales to the five largest customers of the Group accounted for less
than 30% of the Group’s total turnover for the year.

Purchases from the five largest suppliers of the Group accounted
for less than 30% of the Group’s total purchases for the year.

Directors

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

Executive Directors

Chen CHIANG, eBM (Chairman)

Lai Yuen CHIANG (Chief Executive Officer) *
Chi Kin CHIANG

Stephen Hau Leung CHUNG

Sam Hon Wah NG

Independent Non-executive Directors

Johnson Chin Kwang TAN +

Anish LALVANI *+*

Bernard Charnwut CHAN **
(Appointed on 30 September 2004)

+ Members of the Audit Committee
* Members of the Remuneration Committee

In accordance with Bye-law 100 of the Company’s Bye-Laws,
Mr. Bernard Charnwut CHAN will retire from office and, being
eligible, offers himself for re-election at the forthcoming annual
general meeting.

In accordance with Bye-law 189 (viii) of the Company’s Bye-Laws,
Mr. Chi Kin CHIANG and Mr. Sam Hon Wah NG will retire from
office by rotation and, being eligible, offer themselves for re-election
at the forthcoming annual general meeting.

The Company has received from each independent non-executive
director an annual confirmation of his independence pursuant to
Rule 3.13 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) and
the Company considered all independent non-executive directors
to be independent.
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Brief Biographical Details of
Directors and Senior Management

Brief biographical details of the directors of the Company and the
senior management of the Group are set out on pages 18 to 21 of
this annual report.

Directors’ Service Contracts

None of the directors 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.

Directors’ Interests in Contracts

No director had a material interest in any contract of significance
to the business of the Group to which the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries was a party
during the year.

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

At 31 March 2005, the number of issued ordinary shares of the
Company was 618,187,600; and the interests and short positions
of the directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)), as recorded in the
register of the Company required to be kept under Section 352 of
the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) in the Listing Rules were as follows:
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(a) REATROBREBROGZHR (a) Long position in shares and underlying shares of the
Company

HE#&T

ZERZ

REBR RERR G BHAED T

2R 2R Approximate

EEME Interest in Interest in percentage

EEnA Nature of ordinary underlying ot of the issued

Name of director interest shares shares* Total ordinary shares

BE & A 1,000,000 2,000,000 3,000,000 0.49%
Chen CHIANG Personal

BE Hi 396,813,620 1,200,000 398,013,620 G 64.38%
Chen CHIANG Other

BB & A 1,666,000 3,334,000 5,000,000 0.81%
Lai Yuen CHIANG Personal

R & A 1,010,000 1,068,000 2,078,000 0.34%
Chi Kin CHIANG Personal

EMR & A - 1,400,000 1,400,000 0.23%
Stephen Hau Leung Personal

CHUNG

REE & A - 1,000,000 1,000,000 0.16%
Sam Hon Wah NG Personal

PR BB & A 384,000 - 384,000 (M 0.06%
Johnson Chin Kwang TAN Personal

Anish LALVANI & A 220,000 - 220,000 ) 0.04%
Personal

L RAETIEZHEBEROD 2ER AR *  The interests in underlying shares of equity derivatives represent

BARG ZHEREAEMELE 2ER interests in options granted under the Company’s share option

D MZSERARMKRETZR schemes of which they were unissued shares. The details of such

1 o B B HE = 57 15 B A B 7S R 3R B 5E interests are set out in “Share Options” of note 27 to the financial

272 MBI © statements.
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(b) REBZERD2HFR

(i)

(ii)

REEREGR AR ([EH#KR

(b) Long position in shares of associated corporations

(i) Interests in ordinary shares in Chen Hsong Investments

Bl)zEBRiER Limited (“CH Investments”):

HEBRRE

ERITRGOZ

BHBES

Approximate

EREE percentage of the

EEgA Nature of 514 R zER issued shares of

Name of director interest Capacity Interest in shares CH Investments

BE HAh ERELIKIA 66,044,000 @ 84.42%
Chen CHIANG Other Founder of
discretionary trusts

EEm & A ExnEB A 1,216,000 1.55%
Lai Yuen CHIANG Personal Beneficial owner

BER & A EmfEE A 1,220,000 1.56%
Chi Kin CHIANG Personal Beneficial owner

RRABIZEETHREFELRES
A NIRBEAE BN RE
WERZ ##E e

(ii) Dr. Chen CHIANG, a director of the Company, is deemed
to be interested in shares and paid-up capital of the
following associated corporations:

LB EIEEREER
ERITRG
BEREXAZHBNBE D
Approximate

percentage of the

RE#®H, relevant class of

BEWEERZER issued shares/

HELIEERB Interest in shares/ M5 paid-up capital of

Name of associated corporation paid-up capital Notes associated corporation

Chiangs’ Industrial Holdings Limited 1 Iz 7] BB Bl iR 19 (3) 100.00%
1 redeemable share

BREKEERAA 2 lRE AR (3), (4) 100.00%
Equaltex Investment Limited 2 ordinary shares

Gondmyne Limited 100,000 R & 38 i (3), (4) 100.00%

100,000 ordinary shares
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EEBEE AR R

EBRITRA

BEWREXRZBNEI L

Approximate
percentage of the

R, relevant class of
BREAZER issued shares/
M EE E B Interest in shares/ Mt &£ paid-up capital of
Name of associated corporation paid-up capital Notes associated corporation
HET B R AR 2 lREmR (3), (5) 100.00%
Desee Limited 2 ordinary shares
EBARAT 2 &R (3), (5) 100.00%
Desko Limited 2 ordinary shares
BXERRAF 2 IRE R (3), (5) 100.00%
Goman Limited 2 ordinary shares
=HEARA A 2 lRE R (3), (5) 100.00%
Koyoki Limited 2 ordinary shares
EEBRA A 2 lREmR (3), (5) 100.00%
Mikia Limited 2 ordinary shares
RE2BERAT 2 g EE R (3), (5) 100.00%
Mogin Limited 2 ordinary shares
EEAARAA 2 lRERKR (3), (5) 100.00%
Potachi Limited 2 ordinary shares
iR =N /NC] 2 lREmAR (3), (5) 100.00%
Parot Limited 2 ordinary shares
FE B R QA 2 lREmR (3), (5) 100.00%
Rikon Limited 2 ordinary shares
HEH R A T 2 & R (3), (5) 100.00%
Semicity Limited 2 ordinary shares
At BR A A 2 B Em AR (3), (5) 100.00%
Sibeland Limited 2 ordinary shares
REBRAA 2 g mAR (3), (5) 100.00%

Sumei Limited

2 ordinary shares
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EHEBEEEEER
BRTRG
BRELXZBHOBED L
Approximate

percentage of the

Rt relevant class of
B EZEEB BEWELRzER issued shares/
Name of associated Interest in shares/ Ff = paid-up capital of
corporation paid-up capital Notes associated corporation
Granwich Limited 1 iR E @A (3), (4) 100.00%
1 ordinary share
HEBIE B R & 52,570,000 P& & i A% (3), 4) 75.10%
FEEREERR A 52,570,000 ordinary shares
Hong Kong Cad-Cam
Services Limited
Hong Kong Cad-Cam 10,000 A% & 38 I (3), (6) 100.00%
Applications Limited 10,000 ordinary shares
BEEME B RG REERK 10,000 A% 3 i A% (3), (6) 100.00%
(BB BR A A 10,000 ordinary shares
Hong Kong Cad-Cam Services
(International) Limited
Hong Kong Cad-Cam Services 10,000 M 38 fi% (3), (6) 100.00%
(Plastics) Limited 10,000 ordinary shares
Kadom Limited 2 IREER (3), (4) 100.00%
2 ordinary shares
EEEEBRAA 8 IR E i AX (3), (4) 80.00%
Keyset Development Limited 8 ordinary shares
B (RE) BERAF 54 g E @R (3), (7) 84.38%
Callan (China) Limited 54 ordinary shares
EBIEET E i E A R A ) 33,593,200 % 7T (3), (7) 67.19%
Shanghai Ciro’s Real Estate BEWE R
Company Limited US$33,593,200
paid-up capital
Pro-Team Pacific Limited 1 f% & 8 % (3), (4) 100.00%

1 ordinary share
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R EEEEER
BRTRG
BREXZBHNBED L
Approximate

percentage of the

R, relevant class of

B EZEEB BWEAZER issued shares/

Name of associated Interest in shares/ Ff & paid-up capital of

corporation paid-up capital Notes associated corporation

Tatiara Investment Company 2 REE R (3), (4) 100.00%
Limited 2 ordinary shares

HEEZEBRAA 1,000,000 A% & i iz (3), (4) 100.00%
Unispace Investment Limited 1,000,000 ordinary shares

EEIXESHERRAA 2 RERFEREBEERD (3), (4) 100.00%
Chen Hsong Industrial Trading 2 non-voting
Company Limited deferred shares

ERYREERRAR 5,000,000 Az (3), (4) 100.00%
Chen Hsong Logistics EERERELERD
Services Company Limited 5,000,000 non-voting
deferred shares

EHEMERERA R 50,000,000 [% (3), (4) 100.00%
Chen Hsong Machinery EIRFERIREER D
Company, Limited 50,000,000 non-voting
deferred shares

B (PR BREARAA PRELEEELERND (3), (4) 100.00%

Chen Hsong (PRC)
Investment Company Limited

2 non-voting
deferred shares
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Notes:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

Such interests are held in the capacity as beneficial owner.

This represents the collective interest indirectly held by
Cititrust (Bahamas) Limited, trustee of two discretionary
trusts, namely, The Chiang Chen Industrial Charity
Foundation (“Charity Foundation”) and The Chiangs’ Family
Foundation, which respectively holds 74.42% and 10% of
the issued share capital of CH Investments. Dr. Chen
CHIANG is deemed to be interested in the aforesaid
discretionary trusts as he is the settlor of both discretionary
trusts and may be regarded as founder of such
discretionary trusts.

Chiangs’ Industrial Holdings Limited holds 74.42%
controlling interest in CH Investments, in turn, Chiangs’
Industrial Holdings Limited is wholly-owned by Cititrust
(Bahamas) Limited. Cititrust (Bahamas) Limited being the
trustee of the Charity Foundation in which Dr. Chen
CHIANG is deemed to be interested as he is the settlor of
the Charity Foundation and may be regarded as founder of
the Charity Foundation.

Such interests are held by CH Investments.

Such interests are indirectly held by CH Investments
through Gondmyne Limited.

Such interests are indirectly held by CH Investments
through Hong Kong Cad-Cam Services Limited.

CH Investments holds 80% controlling interest in Keyset
Development Limited which holds 84.38% controlling
interest in Callan (China) Limited. Callan (China) Limited
holds 67.19% controlling interest in Shanghai Ciro’s Real
Estate Company Limited.
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Report of the Directors

Save as disclosed above, at 31 March 2005, none of the directors
or chief executive of the Company had any interests or short
positions in the shares, underlying shares or debentures of the
Company or any associated corporation (within the meaning of Part
XV of the SFO) as recorded in the register of the Company required
to be kept under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

Details of share options granted to or exercised by the directors or
chief executive of the Company during the year and their
outstanding balances at 31 March 2005 are set out in “Share
Options” of note 27 to the financial statements.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to arrangements to
enable the directors of the Company to acquire benefits by means
of the acquisitions of shares in or debentures of the Company or
any other body corporate, and none of the directors, chief executive
or their spouse or children under the age of 18, had any right to
subscribe for securities of the Company, or had exercised any
such right during the year.
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TERFEZAROREBER G Substantial Shareholders’ Interests and Short Positions

ZERRERE in Shares and Underlying Shares
R-EERF=ZA=+—H ' BARQT At 31 March 2005, so far as is known to the directors and chief
BEERBESTRABRMM  BEFEHFK executive of the Company, the interests or short positions of
HE &P EI36IKERTF AR E LM substantial shareholders/other persons in the shares and underlying
Fack s FEME " HALTHRARAA] shares of the Company as recorded in the register of the Company
2B KA 2 EESOAR T required to be kept under Section 336 of the SFO were as follows:
REXATRGOREBERGZFR Long position in shares and underlying shares of the Company
e 1T
ZERERMGZ
1H B R 75 BHABEI T
ZERRE % & Approximate
Number of Number of percentage
BRREE S 56 ordinary underlying st Bt 5 of the issued
Name of shareholder Capacity shares shares* Total Notes ordinary shares
EHRE BEm#A AN 396,813,620 1,200,000 398,013,620 (1) 64.38%
CH Investments Beneficial owner
Chiangs’ Industrial RX¥EHl 396,813,620 1,200,000 398,013,620 (1) 64.38%
Holdings Limited A B
Interest of
controlled
corporation
Cititrust (Bahamas) <A 396,813,620 1,200,000 398,013,620 (1) 64.38%
Limited Trustee
BE 2HEEFEE 396,813,620 1,200,000 398,013,620 (1), (2), 64.38%
Chen CHIANG Z LA (3)
Founder of
discretionary
trust
BE BEmi#EA A 1,000,000 2,000,000 3,000,000 (3) 0.49%
Chen CHIANG Beneficial owner
* ORATETEREZEERD 2 #E= AR *  The interests in underlying shares of equity derivatives represented
BARQAG ZHERESEMEL 2ER interests in options granted under the Company’s share option
D MzSEmARARET IR scheme of which they were unissued shares.

{/'\ ®
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SZEFEA MERASREHERMD R
HERDEERER  MzEE@ERKRD
K A8 B B 10 Ty i i B AT 6l 8905 B
Chiangs’ Industrial Holdings Limited#E
EHEREREBT7442% 2 RS M
A o

REBIREAZESZIVMERTA
REFZLZLBEGD  BEBLAR
BERBERZTESZIRIA @ MKE
RRABRBRDREBRNF AR

) BEREZTIABEBLIZER RE
B RBEERD - SRELLURLR
BaghmERARERERLIRAL
BRABO AR OG A #ERS -

B EXFEBEEIN  RZZETRF=H

=t—B  REEHFLHEHKRGIE336

fi&

AR RARTF 2 B LM P A 86 &

T EMA LA ANR R B SIER

By 2 HIORR -

Notes:

(1)

This represents the same parcel of shares held by CH Investments.
Cititrust (Bahamas) Limited is deemed to have interest in the relevant
shares and underlying shares by virtue of being the trustee of the
Charity Foundation, the relevant shares and underlying shares are
held through its controlled corporation, Chiangs’ Industrial Holdings
Limited which holds 74.42% controlling interest in CH Investments.

The relevant shares and underlying shares are deemed to be
interested by Dr. Chen CHIANG by virtue of the SFO as he is the
settlor of the Charity Foundation, and he may be regarded as the
founder of the Charity Foundation.

Ms. Jwung Hwa MA, being the spouse of Dr. Chen CHIANG, in the
capacity of interest of spouse, is deemed to be interested in the
relevant shares and underlying shares held by Dr. Chen CHIANG by
virtue of the SFO.

Save as disclosed above, at 31 March 2005, no other parties were
recorded in the register of the Company required to be kept under
Section 336 of the SFO as having interests or short positions in the
shares and underlying shares of the Company.
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Connected Transactions

Pursuant to Chapter 14A of the Listing Rules, the following
connected transactions require disclosure in the annual report of
the Company:

(A) Continuing connected transactions

(i) Purchase of steel (Note)

On 15 July 2004, a master agreement (the “Master
Agreement”) was entered into between Zhenjian Mould &
Machinery (Shenzhen) Co., Ltd. (“CC-SZ”) and Chen
Hsong Machinery (Shenzhen) Company, Limited (“CHM-
SZ”), an indirect wholly-owned subsidiary of the Company,
in which CHM-SZ (including a subsidiary or branch of
CHM-SZ, a holding company of CHM-SZ and any other
company within the same group of companies) would, on
non-exclusive basis, purchase steel from CC-SZ for a term
of three years commencing from 1 April 2004.

The Group purchased steel from CC-SZ for use in the
manufacturing of plastic injection moulding machines, the
core products of the Group.

The transaction value amounted to approximately
HK$2,119,000 during the year. The terms of the
purchases were negotiated on an arm’s length basis.
Settlement of the purchase amount was required to be
made within 30 days from end of each month.




36

(i) HEXZ (H:#)

(@)

B 55

RZZEETMFLA+H
E'EWIil(ﬂMﬁ
RARI(KAAAEEEE
Mg AR fERTHEAR
BR (ORI EREBAZE
0L WREMR
REARLMBE ([FE])
YT RE R R T ¥R
BARRERCEETXE
A B 55 T & #96,465.54
FHAKZEE - ZBHZ
HEHH _TTMFLA
+THRERBE _ZEZLF
=—A=+—H81t - EAHA
& B AR 84,0527 (4
HERAB’ET9,2957T) °
FRZRSBEHAAR
# 1,009,000 (X #F 1
7 #952 0007T) °

ETIREE
R_ZEZNFEF+LA+HA

H BRIXECRIDE
RAR(AAREEEE
MEBAR)EARDLME AR
BR(RYDERAEMBEAZE
A—MHEERKEL - A
T E NP R BRI T RE
ATEERNFEARRERE
ZETEIRS (BEY
X5  BRRBREE
=) c A RERE
AXHE - ZA6H2HE
HE-_TTNFtA+H
HR®BKZ-ZEZ+F=H1
=t+t—HLE -FAZXS
EELH A AR 138,000
7T (#9485 72 5 130,000
TT) °

(ii) Rental transactions (Note)

(@)

(b)

Factory

By a tenancy agreement dated 15 July 2004, Chen
Hsong Industrial Park (Shenzhen) Company,
Limited, an indirect wholly-owned subsidiary of the
Company, as landlord, and CC-SZ, as tenant for
lease of an area of approximately 6,465.54 square
metres of the Building A factory of the Chen Hsong
Industrial Park at Renmin Dong Lu, Kengzi Town,
Longgang Grand Industrial Zone, Shenzhen, the
People’s Republic of China (“PRC”) for a term
commencing from 15 July 2004 to 31 March 2007
at a monthly rent of RMB84,052 (equivalent to
approximately HK$79,295). The transaction value
during the year amounted to approximately
RMB1,009,000 (equivalent to approximately
HK$952,000).

Staff quarters

By a tenancy service agreement dated 15 July 2004,
Chen Hsong Industrial Park (Shenzhen) Company,
Limited, an indirect wholly-owned subsidiary of the
Company, as landlord, and CC-SZ, as tenant for
lease of certain staff quarters (including property
management, cleaning services and utilities) at
Renmin Dong Lu, Kengzi Town, Longgang Grand
Industrial Zone, Shenzhen, the PRC for a term
commencing from 15 July 2004 to 31 March 2007
at a monthly rate which was charged on a usage
basis. The transaction value during the year
amounted to approximately RMB138,000
(equivalent to approximately HK$130,000).
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(c) Office

By a licence agreement dated 15 July 2004, Chen
Hsong Machinery Company, Limited, an indirect
wholly-owned subsidiary of the Company, as licensor,
and Chen Chien Holdings Limited (“CC Holdings”),
as licensee for licence of an office space of
approximately 50.76 square metres at the Ground
Floor of 13-15 Dai Wang Street, Tai Po Industrial
Estate, Tai Po, New Territories, Hong Kong for a term
commencing from 15 July 2004 to 31 March 2007
at a monthly licence fee of HK$5,200. The
transaction value during the year amounted to
approximately HK$62,000.

Note:

Dr. Chen CHIANG and Mr. Chi Kin CHIANG, who are both directors of the
Company, and/or their respective associates together control the exercise
of 80% of the voting power at general meetings of CC Holdings.
Ms. Lai Yuen CHIANG, a director of the Company, is the daughter of Dr.
Chen CHIANG and the sister of Mr. Chi Kin CHIANG and the said
associates. CC-SZ is a wholly-owned subsidiary of CC Holdings. Therefore,
each of CC Holdings and CC-SZ are connected persons of the Company as
defined in the Listing Rules.
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The independent non-executive directors of the Company reviewed
the above continuing connected transactions and confirmed that
the transactions have been entered into:

(1) in the ordinary and usual course of business of the Company;

(2) on normal commercial terms; and

(3) in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

The auditors of the Company have reviewed the above continuing

connected transactions pursuant to rule 14A.38 of the Listing Rules

and advised the board of directors of the Company in writing with a

copy provided to the Stock Exchange that the transactions:

(1) have been approved by the board of directors of the Company;

(2) have been entered into in accordance with the relevant
agreements governing the transactions; and

(3) the continuing connected transaction (i) above has not
exceeded the cap disclosed in the previous announcement.
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(B) Connected transaction relating to acquisition of 30%

equity interest in Intra-ltaly Hydraulics (Foshan Shunde)
Company Limited (“Intra-Italy”)

On 8 July 2005, Pointeam Development Limited (“Pointeam”),
an indirect wholly-owned subsidiary of the Company, entered
into an Assignment of the Equity Interest and the Distribution
of Dividends in Intra-ltaly (the “Agreement”) with Parker
Calzoni S.r.l. (“Parker”) and Intra-ltaly whereby (i) Parker
agreed to sell and assign to Pointeam and Pointeam agreed to
purchase from Parker the 30% equity interest in Intra-Italy;
and (ii) Parker agreed to grant to Pointeam, Intra-Italy and
their respective affiliates a licence, for use in the PRC, of
certain technology know-how, for an aggregate cash
consideration of approximately RMB8&,812,000 (equivalent to
approximately HK$8,313,000). The consideration was
determined after arm’s length negotiation between the parties
by reference to the net asset value of Intra-ltaly as at 31
December 2004.

As at the date of the Agreement, Intra-Italy was 70% owned
subsidiary of the Group and Parker held the remaining 30%
equity interest in Intra-ltaly. Accordingly, Parker was a
connected person of the Company and the Agreement
constituted a connected transaction of the Company under
the Listing Rules.

The Agreement was conditional upon the issuance to Intra-
Italy a new “Certificate of Approval for Establishment of
Enterprises with Foreign Investment in the PRC” or such other
analogous formal approval certificates of similar nature by the
relevant PRC authority approving and evidencing the
assignment of the said 30% equity interest.
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Post Balance Sheet Event

Details of the post balance sheet event of the Group are set out in
note 32 to the financial statements.
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Public Float

Based on the information publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
the prescribed amount of public float during the year and up to the
date of this report as required under the Listing Rules.

Corporate Governance

The Code of Best Practice was replaced by the Code on Corporate
Governance Practices and becomes effective for accounting periods
commencing on or after 1 January 2005. The Company will report
on compliance with the Code on Corporate Governance Practices
in its interim report for the six months ending 30 September 2005.

In the opinion of the directors, the Company complied with the
Code of Best Practice as set out in Appendix 14 of the Listing
Rules (remains in force for accounting periods commencing before
1 January 2005), throughout the accounting period covered by the
annual report, except that the non-executive directors of the
Company are not appointed for specific terms but are subject to
retirement by rotation in accordance with the Company’s Bye-Laws.

The Company has adopted a code of conduct regarding securities
transactions by directors (the “Code”) on terms no less exacting
than the required standard set out in the Model Code contained in
Appendix 10 to the Listing Rules. The Company, having made
specific enquiry of all directors, confirms that the directors have
complied with the required standard set out in the Model Code and
the Code throughout the year ended 31 March 2005.

Auditors

Ernst & Young retire and a resolution for their reappointment as
auditors of the Company will be proposed at the forthcoming annual
general meeting.

By Order of the Board

Chen CHIANG
Chairman

Hong Kong, 19 July 2005



