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Appendix — Explanatory Statement

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
explanatory statement, makes no representation as to its accuracy or completeness and
expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this explanatory statement.

EXPLANATORY STATEMENT ON GENERAL MANDATE TO REPURCHASE SHARES

At the last Annual General Meeting of the Company held on 30 April 2003, the Directors of
the Company were given a general and unconditional mandate to exercise all powers of the
Company to repurchase shares on the Stock Exchange in the Company. This mandate will
lapse at the conclusion of the forthcoming Annual General Meeting of the Company.

At the Annual General Meeting of the Company to be held on 28 May 2004, an ordinary
resolution will be proposed to seek shareholders’ approval for the renewal of the general
and unconditional mandate given to the Directors of the Company to exercise all powers of
the Company to repurchase shares on the Stock Exchange in the Company up to a maximum
of 10% of the shares of the Company in issue at the date of passing the ordinary resolution
(the "Repurchase Mandate”). Immediately upon completion of the Open Offer, the Company
will be allowed under the Repurchase Mandate to repurchase a maximum of 48,000,000
shares of the Company. At the same meeting, an ordinary resolution for granting the Directors
of the Company a general mandate to exercise all powers of the Company to allot, issue or
otherwise deal with shares of the Company up to a maximum of 20% of the shares of the
Company in issue at the date of passing this resolution (the “lIssue Mandate”) and an
ordinary resolution for the extention of the Issue Mandate by adding to the aggregate
number of shares which may be allotted or agreed conditionally or unconditionally to be
allotted by the Directors pursuant to the Issue Mandate the number of shares purchased
under the Repurchase Mandate, if granted, will be proposed.

This explanatory statement includes information required under the Listing Rules to be
given to the Shareholders of the Company (the “Shareholders”) regarding the proposed
Repurchase Mandate to be granted to the Directors of the Company.

The Stock Exchange Rules for Share Repurchases

The following is a summary of the principal provisions of the Listing Rules relating to the
repurchase of its shares on the Stock Exchange by a company whose primary listing is on
the Stock Exchange:

(a)  Shareholders’ approval

The Listing Rules provide that all share repurchases on the Stock Exchange by a
company with its primary listing on the Stock Exchange must be approved in advance
by an ordinary resolution, either by way of general mandate or by specific resolution in
relation to specific transactions. The shares to be repurchased are fully paid. The
Listing Rules require an explanatory statement such as is contained herein to be sent
to Shareholders to give Shareholders adequate information to enable them to decide
whether to approve the mandate.
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(b)

(c)

(d)

Source of funds

Repurchases must be funded out of funds legally available for the purpose in accordance
with the Company’s Memorandum and Articles of Association (the “Memorandum”
and "Articles”) and the Companies Law of the Cayman Islands (the “Companies Law").
A listed company may not repurchase its own shares on the Stock Exchange for a
consideration other than cash or for settlement otherwise than in accordance with the
trading rules of the Stock Exchange. Any repurchases by the Company may be made
out of profits of the Company or out of the proceeds of a fresh issue of shares made
for the purpose of the repurchase or, if so authorised by the Articles and subject to
the provisions of the Companies Law, out of capital and, in the case of any premium
payable on the repurchase, out of the profits of the Company or from sums standing
to the credit of the share premium account of the Company or, if so authorised by the
Articles and subject to the Companies Law, out of capital.

Reasons for repurchases

The Directors believe that it is in the best interest of the Company and its Shareholders
for the Directors to have general authority from the Shareholders to enable the Company
to repurchase shares in the market. Such repurchases may, depending on market
conditions and funding arrangements at the time, lead to an enhancement of the net
asset value per share and/or earnings per share and will only be made when the
Directors believe that such repurchases will benefit the Company and the Shareholders.

No material adverse changes

As compared with the position disclosed in the Company's audited financial statements
as at 31 December 2002, and taking into account the current working capital position
of the Company, the Directors consider that no material adverse effect on the working
capital and gearing position of the Company may result in the event that the Repurchase
Mandate was to be exercised in full in the period before the Repurchase Mandate
expires. The Directors however do not propose to exercise the Repurchase Mandate
to such extent as would, in the circumstances, have a material adverse effect on the
working capital requirements of the Company or the gearing levels which in the opinion
of the Directors are from time to time appropriate for the Company.

Exercise in full of the Repurchase Mandate, on the basis of 80,000,000 existing ordinary
shares of HK$0.01 each of the Company in issue as at 2 April 2003, and on the basis
that no new shares are issued or repurchased prior to the date of the resolution
approving the Repurchase Mandate could accordingly result in up to 48,000,000 shares,
immediately upon completion of the Open Offer, representing 10% of the issued
share capital at the latest practicable date, being repurchased by the Company during
the course of the period from the date of resolution granting the Repurchase Mandate
until the earlier of (i) the conclusion of the next annual general meeting of the Company;
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(e)

(f)

or (ii) the expiration of the period within which the next annual general meeting of the
Company is required by the Articles of the Company or any applicable law of the
Cayman lIslands to be held; or (iii) the revocation or variation of the Repurchase Mandate
by an ordinary resolution of the Shareholders in general meeting.

Share prices
The highest and lowest prices at which the shares were traded on the Stock Exchange

during each of the previous twelve months before the Latest Practicable Date were as
follows:

Shares
Highest Lowest
HK$ HK$
2003
April N/A N/A
May N/A N/A
June 0.152 0.138
July N/A N/A
August 0.139 0.138
September 0.164 0.139
October 0.15 0.15
November N/A N/A
December N/A N/A
2004
January 0.143 0.131
February 0.147 0.146
March 0.136 0.136
April (to the Latest Practicable Date) 0.131 0.131
Undertaking

To the best of their knowledge, having made all reasonable enquiries, none of the
Directors nor any of their associates currently intend to sell any Shares to the Company
if the Repurchase Mandate is approved by the Shareholders.

The Directors have undertaken to the Stock Exchange that, so far as the same may be
applicable, they will exercise the Repurchase Mandate in accordance with the Listing
Rules and the applicable laws and regulations of Hong Kong and the Cayman Islands.

As at the Latest Practicable Date, no connected person (as defined in the Listing
Rules) has notified the Company that he has a present intention to sell any Shares to
the Company, or has undertaken not to do so, if the Repurchase Mandate is approved
by the Shareholders.
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(9)

(h)

Hong Kong Code on Takeovers and Mergers

If, as a result of a repurchase of Shares, a Shareholder’s proportionate interest in the
voting rights of the Company increases, such increase will be treated as an acquisition
for the purposes of the Takeovers Code. Accordingly, a Shareholder, or a group of
Shareholders acting in concert, depending on the level of increase of the interest of
the Shareholder(s), could obtain or consolidate control of the Company and become
obliged to make mandatory offer in accordance with Rule 26 of the Takeovers Code.

As at the Latest Practicable Date, to the best of the knowledge of the Directors, the
following Shareholders are interested in 10 per cent or more of the issued share
capital of the Company as recorded in the register of interests in shares and short
positions of the Company under Section 336(1) of Part XV of the Securities and
Futures Ordinance:

Approximate Approximate

percentage percentage

Number of of holding of holding

Name Shares held of Shares of Shares

(Note i) (Note ii)

Principal Shareholder 17,924,000 22.405% 24.894%
and its nominees

Baron Capital Limited 15,996,000 19.995% 22.217%
and its associates

Ip Ki Cheng 15,436,000 19.295% 21.439%

Cheng Fat Ning, Lenda 14,396,000 17.995% 19.994 %

Notes:
percentage held of the issued shares capital of the Company as at the Latest Practicable Date.

ii. percentage held of the issued share capital of the Company immediately after the exercise in full of
the Repurchase Mandate.

To the best of the knowledge of the Directors, in the event that the Directors exercise
in full of the Repurchase Mandate (see Notes i and ii above), then the shareholding of
Principal Shareholders and its nominees in the Company would be increased to
approximately 24.89 per cent of the issued share capital of the Company. Such increase
would give rise to an obligation to make a mandatory offer under Rule 26 of the
Takeovers Code. At present, the Directors do not intend to exercise the Repurchase
Mandate to such extent as will give rise to such obligation.

During the period since its last annual general meeting held 30 April 2003 to the
Latest Practicable Date, the Company has not repurchased (whether on the Stock
Exchange or otherwise) any Shares.

Share repurchase made by the Company

The Company has not repurchased any of its shares, whether on the Stock Exchange
or otherwise, during the previous six months preceding the Latest Practicable Date.



