Directors’ Report
EEgREE

The directors present their annual report and the audited
financial statements for the year ended 31 December 2005.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. Its
subsidiaries are principally engaged in the manufacture and
sale of liquid crystal display products and electronic consumer
products including MP3 players, calculators and electronic
components.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December
2005 are set out in the consolidated income statement on
page 24.

An interim dividend of 23 HK cents per share, amounting to
HK$105,378,000, was paid to the shareholders during the
year.

The directors now recommend the payment of a final dividend
of 25 HK cents per share to the shareholders of the Company
whose names appear on the register of members on 28 April
2006, amounting to HK$114,614,000, and the retention of
the remaining profit of HK$482,056,000 for the year.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired plant and machinery
amounting to HK$379,142,000 for the purpose of expanding
its manufacturing capacity in Shan Wei City, Guangdong
Province in the People’s Republic of China.

Details of these and other movements in the property, plant
and equipment of the Group during the year are set out in
note 15 to the financial statements.

SHARE CAPITAL

Details of movements during the year in the issued share
capital of the Company are set out in note 29 to the financial
statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY
The Company’s reserves available for distribution to
shareholders as at 31 December 2005 were as follows:
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HK$’000 HK$'000

FET FAET

Share premium f& 74 8 279,431 265,860
Special reserve 5 R 17,409 17,409
Retained earnings IRE &7 18,254 3,271
315,094 286,540

Under the applicable laws of the Cayman Islands, the share
premium of the Company is available for distributions or paying
dividends to shareholders subject to the provisions of its
Memorandum or Articles of Association and provided that
immediate following the distribution or paying dividend the
Company is able to pay its debts as they fall due in the ordinary
course of business.

The special reserve of the Company represents the difference
between the net book values of the underlying assets of the
Company’s subsidiaries acquired at the date on which the
shares of these companies were acquired by the Company,
and the nominal amount of the Company’s shares issued for
the acquisitions.

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

Executive directors:

Lam Wai Wah, Steven

Wong Pong Chun, James

Cheung Tat Sang, James

Li Jian Hua

Independent non-executive directors:
Chung Kam Kwong

Heung Kai Sing
Ip Cho Ting, Spencer
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DIRECTORS (continued)

In accordance with Articles 100 and 120 of the Company’s
Articles of Association, Wong Pong Chun, James and Cheung
Tat Sang, James retire and, being eligible, offer themselves
for re-election.

The independent non-executive directors are subject to
retirement by rotation in accordance with the above articles.

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or
its subsidiaries which is not determinable by the Group within
one year without payment of compensation (other than
statutory compensation).

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance 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.
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

At 31 December 2005, the interests of the directors and their
associates in the shares and underlying shares of the Company
and its associated corporations, as recorded in the register
maintained by the Company pursuant to Section 352 of the
Securities and Futures Ordinance, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies, were as follows:

Long positions

Ordinary shares of HK$0.1 each of the Company
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(a) ARFFREEC.VETL ZiEhR

Percentage
Number of of the issued
issued ordinary share capital
shares held of the Company
Name of director Capacity e A=Y 5 EERATZE
BEENE g% ZRERYAE BITREABDHL
%
Lam Wai Wah, Steven Beneficial owner 199,548,000 43.55
EZE EmAaA
Held by spouse (note 1) 12,100,000 2.64
micEsE (HeEs)
211,648,000 46.19
Wong Pong Chun, James Beneficial owner 404,000 0.09
wmHE ERBEA
Held by spouse (note 2) 100,000 0.02
midEFE (fE2)
504,000 0.11
Cheung Tat Sang, James Beneficial owner 910,000 0.20
REA ERBBEA
Li Jian Hua Beneficial owner 1,173,000 0.26
TR EmAA
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DIRECTORS’ INTERESTS IN SHARES

UNDERLYING SHARES (Continued)

Long positions (Continued)
(b)  Share options

BE#
(b) FEAIE

AND EEZROKEBEROER @

Number of Number of
Name of director Capacity options held underlying shares
EEnA g% iz BREHE HEROEE
Lam Wai Wah, Steven Beneficial owner 6,900,000 6,900,000
MEE ERBAEA
Wong Pong Chun, James Beneficial owner 5,190,000 5,190,000
m EmAA
Cheung Tat Sang, James Beneficial owner 8,100,000 8,100,000
RiEE BEmBAA
Li Jian Hua Beneficial owner 4,400,000 4,400,000
TR ERBAEA
Held by spouse (note 3) 4,400,000 4,400,000
midEFE (FE3)
28,990,000 28,990,000

Notes:

1. Lam Wai Wah, Steven is deemed to be interested in 12,100,000
ordinary shares of the Company, being the interests held
beneficially by his spouse, Chung King Yee, Cecilia.

2. Wong Pong Chun, James is deemed to be interested in 100,000
ordinary shares of the Company, being the interests held
beneficially by his spouse, Lai Ching Mui, Stella.

3. Li Jian Hua is deemed to be interested in 4,400,000 share
options of the Company, being the interests held beneficially

by his spouse, Guo Yu Yan.

Other than as disclosed above, none of the directors nor their
associates had any interests or short positions in any shares
and underlying shares of the Company or any of its associated
corporations as at 31 December 2005.
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SHARE OPTIONS
Particulars of the Company’s share option schemes are set
out in note 34 to the financial statements.

The following table discloses movements in the Company’s
share options during the year:

B
BEARD RIERET B 2 FBE R M B RE T
F3418-

TREBAA 72 BRENERZ 2

Number of Number of
options options
outstanding at outstanding at
beginning of year Exercised end of year
Option type REDERITE during year RELERITE
R R R BRERE FRITE BREHA
Category 1: Directors
E-¥ Ex
Lam Wai Wah, Steven 2001 6,900,000 - 6,900,000
MEZE
Wong Pong Chun, James 2001 1,270,000 (480,000) 790,000
wERE 2003 4,400,000 - 4,400,000
Cheung Tat Sang, James 2001 6,200,000 (2,500,000) 3,700,000
RiEE 2003 4,400,000 - 4,400,000
Li Jian Hua (Note) 2003 8,800,000 - 8,800,000
FRE
31,970,000 (2,980,000) 28,990,000

Note: Li Jian Hua is deemed to be interested in 4,400,000 2003
share options, being the interests held beneficially by his
spouse, Guo Yu Yan.

Category 2: Substantial shareholder

Other than the share options held by Lam Wai Wah, Steven
as disclosed above, no share option has been granted to other
substantial shareholders.
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Number of Number of

options options

outstanding at outstanding at

beginning of year Exercised end of year

Option type REFERITE during year RELMRITE

BRESR BREHKE FRITHE BREHA

Category 3: Employees 2001 6,200,000 (3,495,000) 2,705,000
E=8:EE 2003 26,400,000 - 26,400,000
32,600,000 (3,495,000) 29,105,000

The weighted average closing price of the Company’s shares
immediately before the dates on which the options were
exercised was HK$10.38.
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ARRANGEMENT TO ACQUIRE SHARES OR
DEBENTURES

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

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2005, the register of substantial
shareholders maintained by the Company pursuant to Section
336 of the Securities and Futures Ordinance shows that other
than the interests disclosed above in respect of Lam Wai Wah,
Steven, the following shareholders had notified the Company
of relevant interests in the issued share capital of the
Company.

Long positions
Ordinary shares of HK$0.1 each of the Company
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Percentage of

Number of the issued

issued ordinary share capital

shares held of the Company

Name of shareholder Capacity iz e g7 EERATZE

RERMA g5 ZER#E BITREABDHL

%

Chan Kin Sun (note) Beneficial owner 28,900,000 6.31
ReR s (B &E) EmAA

Held by spouse 9,856,000 2.15
BEEBREE

38,756,000 8.46

Chan Lai Lan Beneficial owner 25,896,000 5.65
BREERE ERBAEA

Note: Chan Kin Sun and his spouse, Cheng Kwan Ying, Jennifer, are
deemed to be interested in 38,756,000 shares of the Company.

Other than as disclosed above, the Company has not been
notified of any other relevant interests or short positions in
the issued share capital of the Company as at 31 December
2005.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is set
up by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, having regard to the
Company’s operating results, individual performance and
comparable market statistics.

The Company has adopted share option schemes as an
incentive to directors and eligible employees, details of the
schemes are set out in note 34 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association, or the laws of Cayman
Islands, which would oblige the Company to offer new shares
on a pro-rata basis to existing shareholders.

PURCHASES, SALES OR REDEMPTION OF
LISTED SECURITIES

There was no purchase, sale or redemption of the Company’s
listed securities by the Company or any of its subsidiaries
during the year.

MODEL CODE

None of the Directors of the Company is aware of information
that would reasonably indicate that the Company was not in
the year under review in compliance with the Model Code for
Securities Transactions by Directors of Listed Issuers as set
out in Appendix 10 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange of Hong
Kong Limited.
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AUDIT COMMITTEE

The Company has an Audit Committee which was established
in accordance with the code provisions of the Corporate
Governance Code (the “Code”) for the purposes of reviewing
and providing supervision over the Group’s financial reporting
matters and internal controls. The annual results have been
reviewed by the Audit Committee which comprises all the three
independent non-executive directors namely Mr. Chung Kam
Kwong (being the Chairman), Mr. Ip Cho Ting, Spencer and
Mr. Heung Kai Sing, and Mr. Wong Pong Chun, James, an
executive director, as members. They meet at least four times
a year.

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

REMUNERATION AND NOMINATION
COMMITTEES

The Company has set up a Remuneration Committee and a
Nomination Committee respectively in accordance with the
relevant requirements of the Code. The two Committees are
chaired by Mr. Chung Kam Kwong, an independent non-
executive director and comprise three other members, namely
Mr. Ip Cho Ting, Spencer and Mr. Heung Kai Sing, being
independent non-executive directors and Mr. Wong Pong Chun,
James, an executive director of the Company.

CORPORATE GOVERNANCE

We have complied with all the applicable code provisions set
out in the Code on Corporate Governance Practices in Appendix
14 of the Listing Rules which became effective on 1 January
2005, throughout the year ended 31 December 2005, except
for the following major deviations:

1. Code Provision A.2.1 — The roles of the Chairman and
the Chief Executive are not separated and are performed
by the same individual, Mr. Lam Wai Wah, Steven. The
Board will meet regularly to consider major matters
affecting the operations of the Company. The Board
considers that this structure will not impair the balance
of power and authority between the Board and the
management of Company and believes that this structure
will enable us to make and implement decisions promptly
and efficiently.
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CORPORATE GOVERNANCE (Continued)

2.

Code Provision A.4.1 — The independent non-executive
Directors have not been appointed for a specific term,
but are subject to retirement and re-election in
accordance with the Articles.

Code Provision A.4.2 — This Code Provision stipulates
that all directors appointed to fill a casual vacancy shall
hold office until the first next general meeting after their
appointment, and every director should be subject to
retirement by rotation at least once every three years.
According to the Articles, any Director shall hold office
until the next following annual general meeting and at
such meeting, one-third of the Board shall retire from
office by rotation and be eligible for re-election.
Amendments to the relevant provisions of the Articles
will be proposed at the 2006 annual general meeting of
the Company to comply with Code Provisions A.4.1 and
A.4.2.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the year ended 31 December 2005.

DONATIONS

During the year, the Group made charitable and other
donations amounting to HK$5,421,000.

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

Lam Wai Wah, Steven
CHAIRMAN

Hong Kong, 23 March 2006
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