The directors present their report and the audited financial statements

of the Company and of the Group for the year ended 31 March 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the principal subsidiaries consisted of the
manufacture and trading of plastic products, including PVC films.
There were no significant changes in the nature of the Group’s principal

activities during the year.

RESULTS

The Group’s profit for the year ended 31 March 2006 and the state of
affairs of the Company and of the Group at that date are set out in

the financial statements on pages 42 to 140.
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SUMMARY FINANCIAL INFORMATION

The following is a summary of the published results and of the assets,
liabilities and minority interests of the Group for the last five financial
years, as extracted from the audited financial statements and restated/
reclassified as appropriate. This summary does not form a part of the

audited financial statements.

Results
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Year ended 31 March
BEZHA=+—-HLEE

2006 2005 2004 2003 2002
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated) (Restated) (Restated)
“EEAEF —ETHF —ZTNME —ET=F —ETF
T FHT FHT FHT FHT
(E3) (E5)) (E7)) (231)
CONTINUING OPERATIONS BFEREXR
REVENUE i 5 282,886 292,020 240,754 266,107 220,139
Profit/(loss) before tax B i A E A
(&518) (1,603) (15,518) (7,969) 4,234 (88,369)
Tax I8 2,264 (105) 2,440 (248) -
Profit/(loss) for the year from G E#FEKE
continuing operations ES ¥
(E&518) 661 (15,623) (5,529) 3,986 (88,369)
DISCONTINUED OPERATION HIEREET
Loss for the year from FE-IHKIE
a discontinued operation KREHEE 2 BB - (12,620) (3,782) (3,874) (8,071)
Profit/(loss) for the year FERF (EIEB) 661 (28,243) (9,311) 112 (96,440)
Attributable to: FEAG
Equity holders of NN -y
the Company BEA 599 (28,133) (9,354) 104 (96,427)
Minority interests DB R 62 (110) 43 8 (13)
661 (28,243) (9,311) 112 (96,440)
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SUMMARY FINANCIAL INFORMATION MBEREE @)
(Continued)
Assets, Liabilities and Minority Interests EE - BEBERIVERFES
31 March
=A=+-1H”
2006 2005 2004 2003 2002
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated) (Restated) (Restated)
—EEARE s —ETNF —ET=F —ETF
FHE T FET FET FET FET
(E751) (E31)) (&%) (E5)
Property, plant and equipment ¥ &E & & & 63,350 75,342 119,434 138,468 160,887
Prepaid land lease payments  FEf+ i fH & 318 4,082 4,236 9,000 9,250 9,500
Investment properties wE - - - - 2,180
Interests in jointly-controlled 1 £ /& 2 I
entities RS 4,002 8,491 15,272 15,112 10,848
Long term receivables/ REAEM IR,
long term investments RHRE 2,698 2,866 3,150 3,150 3,150
Prepaid rentals EMEe 2,098 4,254 6,410 8,606 10,849
Current assets MEVE E 89,971 88,926 91,687 97,498 85,903
Total assets mEE 166,201 184,115 244,953 272,084 283,317
Current liabilities mEEE (87,387) (96,231)  (118,316)  (132,203)  (311,980)
Long term portion of interest- &1 8 8R7T & E 4
bearing bank and other BEEZREEHD
borrowings (12,754) (31,084) (70,934) (75,433) (28,996)
Long term portion of loan R—BRRERZ
from a shareholder K HEEMH - (22,500) - - -
Long term portion of finance EMEIEMHL ~
lease payables KHEEMH - - (1,345) (2,694) (3,683)
Convertible bonds AR (E 5 - (40,692) (72,865) (70,259) -
Total liabilities B E®E (100,141)  (190,507)  (263,460)  (280,589)  (344,659)
Minority interests LERRE R (4,562) (4,431) (11,984) (13,216) (14,505)
61,498 (10,823) (30,491) (21,721) (75,847)
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 14 to the financial

statements.

SHARE CAPITAL, SHARE OPTION SCHEME AND
CONVERTIBLE BONDS

Details of the movements in the share capital, share option scheme
and convertible bonds of the Company during the year, together with
the reasons therefor, are set out in notes 31, 32 and 30 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 which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders of the

Company.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed

or sold any of the Company’s listed securities 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 33(b) to the financial
statements and in the consolidated statement of changes in equity,

respectively.
DISTRIBUTABLE RESERVES

At 31 March 2006, the Company had no retained profits available for
cash distribution and/or distribution in specie. Under the Bermuda
Companies Act 1981, the Company’s contributed surplus of
HK$159,393,000 is currently not available for distribution. The
Company’s share premium account in the amount of HK$6,892,000

may be distributed in the form of fully paid bonus shares.

REBFTFRAZYE BEREEE
TEHRERMIFE14 ©

EACE %

B -BRESFERTRERES

KRB FERNZBA BRI SRREFE
BHBEERERE 2B EN M BRRMES
32%30°

BrBERE

ARARZERMBNEBREEMGEERER
RRARFBRELPIRARBIRAEBREREITHR
ZEREERE-

BE EORLEARATA LHE
2
ARRLEAFNBAREERTABE EE
S E A AR LT RS

ot 8

RRBRAEBRAFRNZHHEEBDFHBDREH
RMBRERMEBORGEEEREEH K-

A 7 Ik {4

RZEERFZA=Z+—H AR WEJHIE
CHIRKREND IR ZARE EMBIE— N
—FBEREQRE (KER]) ARRAZEHEH
159,393,0005% 7T 38 B I A Al 4 99 K - AN A &) 2 fR
194 {8 856,892,000/ 7T Al 2 4 B 4L ik 2 R AE
K °

22

Bestway International Holdings Limited Annual Report 2006



MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
accounted for 58% (2005: 47%) of the total sales for the year and
sales to the largest customer included therein amounted to 31% (2005:
21%). Purchases from the Group’s five largest suppliers accounted for
67% (2005: 37%) of the total purchases for the year and purchases
from the largest supplier included therein amounted to 30% (2005:
17%).

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers or suppliers

during the year.
DIRECTORS

The directors of the Company during the year and up to the date of

this report were:

Executive directors:
Tang Kuan Chien

Cheung Ming Leung Denver
Tang Wei Lun

Lam Chi Yin Henry (appointed on 5 January 2006)

Andy Hsiao-An Yuan (appointed on 5 January 2006)

Chang Bin Lin (resigned on 5 January 2006)

Yang Ting (resigned on 29 August 2005)

Independent non-executive directors:
Hung Shean-I
Wong Nai Ping

Au Kwok Yee Benjamin
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DIRECTORS (Continued)

In accordance with clauses 86(2) and 87 of the Company’s bye-laws,
Mr Tang Kuan Chien, Mr Wong Nai Ping, Mr Andy Hsiao-An Yuan and
Mr Lam Chi Yin Henry will retire and, being eligible, will offer

themselves for re-election at the forthcoming annual general meeting.

The Company has received annual confirmations of independence from
Mr. Hung Shean-I, Mr. Wong Nai Ping and Mr. Au Kwok Yee Benjamin,

and as at the date of this report still considers them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 14 to 18 of the

annual report.
DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company or any of its
subsidiaries which is not determinable by the Company within one
year without payment of compensation, other than statutory

compensation.
DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at general
meetings with reference to the recommendation of the Group's
remuneration committee. Other emoluments are determined by the
Company’'s board of directors with reference to directors’ duties,

responsibilities and performance and results of the Group.
DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the

Company or any of its subsidiaries was a party during the year.
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DIRECTORS’ INTERESTS AND SHORT
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EERRO -HERORESZ

POSITIONS IN SHARES, UNDERLYING SHARES EEkER

AND DEBENTURES

At 31 March 2006, the interests of the directors in the share capital RIZZEZRNF=ZA=+—H HUOEAREIREFE
of the Company or its associated corporations (within the meaning of HEREEEN ([FHELREEEM]) £35218EFE
Part XV of the Securities and Futures Ordinance (the “SFO")), as e BB LT AR ESFTETESFR
recorded in the register required to be kept by the Company pursuant %Zﬁ%‘%‘ SR (MEESFA]) BREARARRE

to Section 352 of the SFO, or as otherwise notified to the Company o
and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors

of Listed Issuers (the “Model Code"), were as follows:

Long positions in ordinary shares of the Company:

e RAFARAT (B

PRXPT]) CEERAR
A(EERBHFRBEHEHIEXV

#8) HQZIKZT%EE LEN

RERABERZRE:

Number of shares held, capacity and nature of interest

BFAEROBE SORESEME

Percentage

of the

Directly Through Company’s

beneficially controlled issued share

Name of director owned corporation Total capital
L N

Hi EB EBITRAE

EEaE BEEER EH DA A% Bak
Tang Kuan Chien EER 18,014,000 788,135,092# 806,149,092 15.67
Tang Wei Lun EEm 30,000,000 - 30,000,000 0.58
Wong Nai Ping =5)5F 5,182,000 - 5,182,000 0.10
Cheung Ming Leung Denver wREAR 84,000,000 - 84,000,000 1.63
Hung Shean-I BLE— 6,000,000 - 6,000,000 0.12
Andy Hsiao-An Yuan Andy Hsiao-An Yuan - 1,052,073,520* 1,052,073,520 20.45
# The corporate interest shares are held as to 265,965,000 by Bestway # A @l # z= 1D Ty B Bestway Development

Development Limited, a company incorporated in the British Virgin
Islands and wholly-owned by Mr. Tang Kuan Chien, and as to
522,170,092 shares by Best Online Limited, a company incorporated in
the British Virgin Islands and wholly-owned by Ms. Wang Ya Chin, the
spouse of Mr. Tang Kuan Chien.

## The corporate interest shares are held as to 1,052,073,520 by #i#
Wealthguard Investment Limited (“Wealthguard”), a company
incorporated in the British Virgin Islands and wholly-owned by Mr.

Andy Hsiao-An Yuan. During the year, Mr. Yang Ting, a former director
of the Company, sold his 100% interests in Wealthguard to Mr. Andy
Hsiao-An Yuan.

Limited (R REE LB SEMK I Z AR HE
EfREEL2EHE) 552659650000 HAF
522,170,092 % f% 15 FA Best Online Limited (7
RBELZESEMA I 2 AR BELEZER
BEHREZT2EHEA) BB

A Bl # @ IR 15 Jh B Wealthguard Investment
Limited ( [ Wealthguard]) ) (R BREZE ST
RSz 2 A &) A Andy Hsiao-An Yuan%t &£ &
BYWH) ¥751,052,073,5200% - £ 0 AR F AT
B H1H S %4 HE EWealthguardZ 100% 7 25
T Andy Hsiao-An Yuanit & °
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES (continued)

In addition to the above, Mr. Tang Kuan Chien has non-beneficial
personal equity interests in certain subsidiaries held in trust for the
benefit of the Company solely for the purpose of complying with the

minimum company membership requirements.

Save as disclosed above, as at 31 March 2006, none of the directors
had registered an interest or short position in the shares, underlying
shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to 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

At no time during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company granted
to any directors or their respective spouse or minor children, or were
any such rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the directors to

acquire such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS
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At 31 March 2006, the following interests of 5% or more of the RIZEZERF=ZA=+—H EEARAIREE
issued share capital of the Company were recorded in the register of REIEIEMEIB6BRF o =T MasE %E
interests required to be kept by the Company pursuant to Section KRATEBEITIRANS %I LA w2 B R &5 a0
336 of the SFO: N
Long positions: RE:
Percentage of
Number of the Company’s
ordinary issued share
Name Notes shares held capital
HELH
BER{TERF
L Wt ik ERBA BAk
Ms. Wang Ya Chin ITHELL (a) 806,149,092 15.67%
Best Online Limited Best Online Limited (b) 522,170,092 10.15%
Bestway Development Limited Bestway Development Limited (b) 265,965,000 5.17%
Wealthguard Investment Limited Wealthguard Investment Limited () 1,052,073,520 20.45%
GEM Global Yield Fund Limited GEM Global Yield Fund Limited 402,970,000 7.83%
Atlantis Investment Management Ltd  Atlantis Investment Management Ltd 370,000,000 7.19%
Jayhawk China Fund (Cayman). Ltd Jayhawk China Fund (Cayman). Ltd (d) 259,406,000 5.04%
Kent C. McCarthy Kent C. McCarthy (d) 259,406,000 5.04%
Notes: B 5

(a) The interests of Ms. Wang Ya Chin include the 522,170,092 shares
held by Best Online Limited, being the personal and corporate interests
of Mr. Tang Kuan Chien, as disclosed under the heading “Directors’
interests and short positions in shares, underlying shares and

debentures” above.

(b) These interests are also included as a corporate interest of Mr. Tang
Kuan Chien as disclosed under the heading “Directors’ interests and
short positions in shares, underlying shares and debentures” above.

(0) These interests are also included as a corporate interest of Mr. Andy
Hsiao-An Yuan as disclosed under the heading “Director’ interests and
short positions in shares, underlying shares and debentures” above.

(d) The controlling shareholder of Jayhawk China Fund (Cayman). Ltd is
Kent C. McCarthy.

Save as disclosed above, as at 31 March 2006, no person other than
the directors of the Company whose interests are set out under the
heading “Directors’ interests and short positions in shares, underlying
shares and debentures” above, had registered an interest or short
position in the shares, underlying shares or debentures of the Company

that was required to be recorded pursuant to Section 336 of the SFO.

(a) F #)E 22+ 2 # @ B FE Best Online Limitedfr
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Al BN EXTESRRG BREKRN RE
HFrHERER] —HREE-

(b) ISR EXTERRBND
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of the
Company’s total issued share capital was held by the public as at the

date of this report.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

None of the directors of the Company or their respective associates
was interested in, apart from the Group’s businesses, any business
which competes or is likely to compete, either directly or indirectly,

with the businesses of the Group.
CORPORATE GOVERNANCE

In the opinion of the directors, the Company has compiled with the
Code on Corporate Governance Practices (the “Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) throughout the accounting period
covered by the annual report, except for certain deviations, please
refer to the Corporate Governance Report on pages 30 to 39 of the

annual report.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as the Company’s code of
conduct for dealings in securities of the Company by the directors.
Based on specific enquiry of the Company’s directors, the directors
confirmed that they have complied with the required standard set out
in the Model Code, throughout the accounting period covered by the

annual report.
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AUDIT COMMITTEE

The Company has an audit committee which was established in April
1999 and in compliance with Rules 3.21 of the Listing Rules for the
purpose of reviewing and providing supervision over the Group's
financial reporting process and internal controls. The audit committee
comprises the three independent non-executive directors of the

Company.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the Group are

set out in note 40 to the financial statements.

AUDITORS

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

general meeting.

ON BEHALF OF THE BOARD

Tang Kuan Chien

Chairman

Hong Kong
21 July 2006
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