SHANGHAI MING YUAN HOLDINGS LIMITED ANNUAL REPORT 2004

Directors’ Report

The directors present their annual report and the audited financial statements of the Company for the year
ended 31st December, 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal subsidiaries are set out in
note 37 to the financial statements.

RESULTS AND APPROPRIATIONS

Details of the Group's results for the year ended 31st December, 2004 are set out in the consolidated
income statement on page 25.

The directors do not recommend the payment of a dividend and propose that the profit for the year be
retained.

SHARE CAPITAL

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

RESERVES

Details of movements in the reserves of the Company during the year are set out in note 27 to the financial
statements.

SUBSIDIARIES

During the year, the Group disposed of its 100% interest in Gaint Power International Limited, L8 &#H £
BEMYEZSEER DA and Fieldcrown Investments Limited, which were engaged in the business of
property investment, for a total consideration of approximately HK$92 million.

INVESTMENT PROPERTIES

During the year, investment properties of approximately HK$102 million were disposed of as a result of
disposal of subsidiaries.

The Group also revalued all of its investment properties at the balance sheet date and a revaluation
surplus of approximately HK$0.8 million has been credited to the investment property revaluation reserve.
Details of the movements of the investment properties of the Group during the year are set out in note 11
to the financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group and the Company during the year
are set out in note 12 to the financial statements.

BORROWINGS

Details of the borrowings of the Group are set out in note 25 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group's five largest customers were less than 30% of the total
sales. The aggregate purchases attributable to the Group's five largest suppliers were less than 30% of the
total purchases.

None of the directors, the supervisors, their associates or any shareholders which, to the knowledge of the

directors, own more than 5% of the Company's issued share capital had any interest in the five largest
suppliers or customers.

POST BALANCE SHEET EVENT

Details of the post balance sheet event are set out in note 38 to the financial statements.
DIRECTORS

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

Mr. Yao Yuan — Executive Chairman
Mr. Chien Hoe Yong, Henry

Mr. Hu Jun
Dr. Hu Geng Xi (appointed on 30th June, 2004)
Mr. Yu Ti Jun (appointed on 30th June, 2004)

Independent non-executive directors:

Dr. Lam Lee G.

Dr. Xiao Chuan Guo

Mr. Lee Sze Ho, Henny (appointed on 27th September, 2004)
Ms. Chiang Su Hui, Susie (resigned on 30th June, 2004)
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In accordance with Bye-law 100 of the Company, Dr. Hu Geng Xi, Mr. Yu Ti Jun and Mr. Lee Sze Ho,
Henny, directors appointed by the board after the conclusion of the last annual general meeting, will retire
from office and, being eligible, offer themselves for re-election at the forthcoming annual general meeting
of the Company.

In accordance with Bye-law 109 of the Company, Dr. Lam Lee G. will retire from office by rotation and,
being eligible, offers himself for re-election at the forthcoming annual general meeting of the Company.

DIRECTORS' INTERESTS IN SHARES

As at 31st December, 2004, the interests of the directors of the Company and their associates in the share
capital 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 to The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies, were as follows:

Long positions

Number of ordinary

Name of director Capacity shares held (Note 1)
Mr. Yao Yuan Held by controlled corporation 1,394,469,075 (Note 2)
Dr. Hu Geng Xi Held by controlled corporation 90,000,000 (Note 3)
Notes:

1. Share(s) of HK$0.05 each in the capital of the Company.

2. The shares were held by Ming Yuan Investments Group Limited, a wholly-owned subsidiary of Ming Yuan

Holdings Limited, of which 50% is held by Mr. Yao Yuan.

3. The shares were held by Regal Legend Group Limited, of which 95% is held by Dr. Hu Geng Xi.

Save as disclosed above, as at 31st December, 2004, none of the Company’s directors or their associates
had any interests or short positions in any securities of the Company or any of its associated corporations.

20




SHANGHAI MING YUAN HOLDINGS LIMITED ANNUAL REPORT 2004

SHARE OPTIONS
Particulars of the share option schemes of the Company are set out in note 28 to the financial statements.

No share options were granted to the directors during the year and no share options were held by the
directors as at 31st December, 2004.

Save as 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 debt securities (including debentures) of, the Company or any other body corporate and
neither the directors nor their chief executives, nor any of their spouses or children under the age of 18,
had any rights to subscribe for the equity or debt securities of the Company, or had exercised any such
rights.

DIRECTORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

Other than as disclosed in note 36 to the financial statements, no contract of significance to which the
Company, its holding company, subsidiaries or fellow 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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SUBSTANTIAL SHAREHOLDERS

ANNUAL REPORT 2004

The register of substantial shareholders maintained by the Company pursuant to Section 336 of the
Securities and Future Ordinance shows that at 31st December, 2004, the following shareholders had
notified the Company of relevant interests in the issued share capital of the Company.

Long positions

Shareholding

Name Capacity Number of shares Notes percentage
Ming Yuan Investments Beneficial owner 1,394,469,075 (i) 51.88%
Group Limited
Ming Yuan Holdings Limited Held by controlled 1,394,469,075 (i) 51.88%
corporation
Mr. Yao Yuan Held by controlled 1,394,469,075 (i) 51.88%
corporation
Mr. lu Chung Held by controlled 1,394,469,075 (i) 51.88%
corporation
Inglewood Group Limited Beneficial owner 135,000,000 (ii) 5.02%
(“Inglewood”)
Ms. Lee Kit Mei Held by controlled 135,000,000 (ii) 5.02%
corporation
Right Time Assets Limited Held by controlled 135,000,000 (ii) 5.02%
(“Right Time”) corporation
Deutsche Bank Beneficial owner 282,608,695 10.51%
Aktiengesellschaft
J.P. Morgan Fleming Asset Beneficial owner 148,840,000 (iii) 5.54%
Management Limited
(“JPMF Management”)
J.P. Morgan Fleming Asset Held by controlled 148,840,000 (iii) 5.54%
Management (Asia) Inc. corporation
(“JPMF Asia”)
J.P. Morgan Fleming Asset Held by controlled 148,840,000 (i) 5.54%
Management Holdings Inc. corporation
(“JPMF Holdings”)
J.P. Morgan Chase & Co. Held by controlled 148,840,000 (iii) 5.54%
(“JPM Chase”) corporation
Notes:
(i) The shares were held by Ming Yuan Investments Group Limited, a wholly-owned subsidiary of Ming Yuan

Holdings Limited, which in turn is owned as to 50% and 50% by Mr. Yao Yuan and Mr. lu Chung respectively.
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(ii) Ms. Lee Kit Mei owns the entire interest in Right Time, which in turn owns the entire interest in Inglewood.
Accordingly, Ms. Lee Kit Mei and Right Time were deemed to be interested in 135,000,000 ordinary shares in
the Company.

(iii) The shares were held by JPMF Management, a 99.99% subsidiary of JPMF Asia. JPM Chase owns the entire
interest in JPMF Holdings which in turn owns the 99.99% interest in JPMF Asia. Accordingly, JPM Chase,

JPMF Holdings and JPMF Asia are deemed to be interested in 148,840,000 ordinary shares in the Company
which were held by JPMF Management.

Save as disclosed above, the Company had not been notified of any other interests representing 5 percent
or more in the issued share capital of the Company as at 31st December, 2004.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31st December, 2004 with the Code of Best
Practice as set out in Appendix 14 to the Rules Governing the Listing of Securities of the Stock Exchange
except that non-executive directors are not appointed for a specific term but are subject to rotation and re-
election at the annual general meeting of the Company in accordance with the Company’s Bye-laws.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the year, neither the Company nor any of the subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-laws which would oblige the
Company to offer new shares on a pro-rata basis to its existing shareholders.

AUDITORS
Messrs. Deloitte Touche Tohmatsu have acted as auditors of the Company for the past three financial
years. A resolution will be submitted at the forthcoming annual general meeting to re-appoint Messrs.

Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Mr. Yao Yuan
Executive Chairman

24th March, 2005
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