DIRECTORS’ REPORT

The Directors present their annual report and the audited

financial statements for the year ended 31st December 2004.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are trading and
distribution of chemicals, materials and equipment used in the
manufacture of printed circuit boards and electronic products
and the manufacture of electrical and electronic products for

OEM customers.

RESULTS
The results of the Group for the year ended 31st December 2004

are set out in the consolidated income statement on page 35.

DIVIDENDS
An interim dividend of HK$0.01 per share amounting to
HK$6,928,000 was paid to the shareholders during the year.

The directors now recommend the payment of a final dividend
of HK$0.02 per share to the shareholders on the register of
members on 30th May 2005, amounting to HK$13,856,000, and
the retention of the remaining profit for the year of
HK$101,735,000.

FIXED ASSETS
Details of movements in fixed assets of the Group are set out in

note 14 of notes to the financial statements.

SHARE CAPITAL
Details of the Company’s share capital are set out in note 27 of
notes to the financial statements. There was no movement in the

Company’s share capital during the year.

RESERVES
Details of the movements in the reserves of the Group and the
Company during the year are set out in note 28 of notes 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.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

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

year.

CHARITABLE DONATIONS
During the year, the Group made charitable donations amounting
to approximately HK$980,000.

MAJOR CUSTOMERS AND SUPPLIERS

35% of turnover and 38% of purchases during the year were
attributable to the Group’s five largest customers and suppliers
respectively. 16% of turnover and 19% of purchases during the
year were attributable to the Group’s largest customer and supplier
respectively. None of the Directors, their associates or any
shareholder (which to the knowledge of the Directors owns more
than 5% of the Company’s issued share capital) has any interest

in the Group’s five largest customers or five largest suppliers.

DIRECTORS
The Directors of the Company during the year and up to the date

of this report are:

Executive Directors
Senta Wong

Edward Ying-Chun Tsui
Byron Shu-Chan Ho
Bengie Man-Hang Kwong
Hamed Hassan EL-ABD

Independent Non-Executive Directors
Peter Chung-Yin Lee

John Ho

Philip Wan-Chung Tse

Gene Howard Weiner

In accordance with Bye-laws 103 to 105 of the Company’s Bye-
laws, Mr. Hamed Hassan EL-ABD and Mr. Peter Chung—Yin Lee
shall retire by rotation and, being eligible, offer themselves for

election.

The term of office for each Independent Non-Executive Director
is the period up to his retirement by rotation in accordance with

the Company’s Bye-laws.
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No Director being proposed for re-election at the forthcoming
annual general meeting has a service contract which is not
determinable by the Group within one year without payment of

compensation (other than statutory compensation).

INTERESTS OF DIRECTORS

At 31st December 2004, the interests or short positions of the
Directors of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO”) as recorded in the register 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, were as follows:

(A) Long positions in shares of the Company
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Percentage of

total issued

shares
Number of s
Name Capacity shares held JBe A3y 48 9
¥ 274 JBe By 48 [ipid:e
Executive directors 117 3¢
Senta Wong T Interest of child or spouse, interest of 325,068,723 46.92%
controlled corporations and founder
of discretionary trust (Notel )
Tk B g ZPEHNE R
LWy fR e oL N (Bfat 1)
Edward Ying-Chun Tsui #&fEH Beneficial owner E i A A 2,973,920 0.42%
Byron Shu-Chan Ho fap At Beneficial owner B 5 #EAH A 1,000,000 0.14%
Bengie Man-Hang Kwong il e 1 Beneficial owner H i A A 2,400,000 0.35%
Non-Executive director FEH17 5 5F¢
Gene Howard Weiner Beneficial owner B #EAH A 180,000 0.03%

Note:

1. Mr. Senta Wong was deemed (by virtue of the SFO) to be interested
in 325,068,723 shares in the Company. These shares were held in

the following capacity:

(a) 1,886,000 shares were held by Ms. Wong Wu Lai Ming, wife
of Mr. Senta Wong.
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(b) 115,382,723 shares were held by Senta Wong (BVI) Limited,
the entire issued share capital of which is owned by Mr. Senta
Wong. The references to 115,382,723 shares deemed to be
interested by Mr. Senta Wong (as disclosed herein) and Senta
Wong (BVI) Limited (as disclosed in the section headed
“Interests of substantial shareholders”) relate to the same

block of shares.

(c) 207,800,000 shares were held by Greatfamily Inc. (which was
in turn wholly owned by Greatguy Inc.) for a discretionary
trust, of which Mr. Senta Wong and Batsford Limited were
regarded as the founders (by virtue of the SFO). The
references to 207,800,000 shares deemed to be interested
by Mr. Senta Wong (as disclosed herein), Greatfamily Inc.,
and Greatguy Inc. (as disclosed in the section headed
“Interests of substantial shareholders”), and Batsford Limited
(as disclosed in Note 1(a) under the section headed “Interests
of substantial shareholders”) relate to the same block of

shares.
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(B) Long positions in shares of associated corporations of the  (B) AAGAMBEEERZETR
Company

Percentage
of total
issued shares
Number of fic 1
Name Associated corporation Capacity share held JBe iy 48 %
4 B 2% By Pt % JBE 8 A
Senta Wong F fEfil Golden Crown Limited Beneficial owner 25 12.5%

% 2PN

Certain Directors held qualifying shares in certain subsidiaries of
the Group on trust for the Company or other subsidiaries of the

Group.

Save as disclosed herein, as at 31st December 2004, none of the
Directors of the Company or his associates had any interests or
short positions in the shares, underlying shares or debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
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 for Securities Transactions by Directors of Listed

Companies.
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DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract 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.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, its subsidiaries or its
associated corporations a party to any arrangement to enable the
Directors or chief executives of the Company or their respective
associates to acquire benefits by acquisition of shares or underlying
shares in, debentures of, the Company or its associated

corporations.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

The Company has been notified that, as at 31st December 2004,
persons (other than Directors of the Company) who had interests
or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept under

Section 336 of the SFO were as follows:

Long positions in shares of the Company
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Percentage of

total issued

shares
Number of HeEs
Name Capacity shares held JBe Aoy 48 8
%4 S0 P45 I B T
Substantial shareholders
TR
Batstord Limited Founder of discretionary
trust and trustee (Note 1) 238,413,332 34.41%
MG (5 2 L N 2 REN (BitFE D)
Greatfamily Inc. Beneficial owner (Note 2) 207,800,000 29.99%
HadEA A (L2
Greatguy Inc. Trustee (Note 2) 207,800,000 29.99%
XEEN (Mf7E2)
Senta Wong (BVI) Limited Beneficial owner (Note 3) 115,382,723 16.65%
HaA A (i 3)
Other persons
HAb AL
Wong Chung Yin F [ HE Beneficial owner, interest of child or spouse
and founder of discretionary trust (Note 4) 69,969,251 10.10%
HABEA N~ T L sl (R £
P (S SEZ NS N (B 7E4)
HSBC International Interest of controlled corporations 70,680,284 10.20%

EERIEI 2 MR

Trustee Limited




Notes:

1. Batsford Limited was deemed (by virtue of the SFO) to be interested

in 238,413,332 shares in the Company. These shares were held in

the following capacity:

(a)

(b)

207,800,000 shares were held by Greatfamily Inc. (which was
in turn wholly owned by Greatguy Inc.) for a discretionary
trust, of which Mr. Senta Wong and Batsford Limited were
regarded as the founders (by virtue of the SFO). Please see

Note 1(c) under the section headed “Interests of Directors”.

30,613,332 shares were held by Levy Investment Limited
(which was in turn wholly owned by Batsford Limited) for a
discretionary trust, of which Mr. Wong Chung Yin was
regarded as the founder (by virtue of the SFO). The
references to 30,613,332 shares deemed to be interested by
Batsford Limited (as disclosed herein) and Mr. Wong Chung
Yin (as disclosed in Note 4(c) below) relate to the same block

of shares.

2. Please see Note 1(c) under the section headed “Interests of

Directors”.

3. Please see Note 1(b) under the section headed “Interests of

Directors”.

4. Mr. Wong Chung Yin was deemed (by virtue of the SFO) to be

interested in 69,969,251 shares in the Company. These shares were

held in the following capacity:

(a)

(b)

(©)

(d)

3,772,000 shares were held by Mr. Wong Chung Yin

personally.

2,000,000 shares were held under Mr. Wong Chung Yin and
his wife, Ms. Woo Sin Ming.

30,613,332 shares were held by Levy Investment Limited
(which was in turn wholly owned by Batsford Limited) for a
discretionary trust, of which Mr. Wong Chung Yin was
regarded as the founder (by virtue of the SFO). Please see
Note 1(b) above.

33,683,919 shares were held for The Pacific Way Unit Trust,
of which Guardian Trustee Limited was regarded as the
beneficiary (by virtue of the SFO). Mr. Wong Chung Yin was
regarded as the founder of the trust (by virtue of the SFO)

in relation to the same block of shares.
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Save as disclosed, the Company has not been notified of any other
interests or short positions in the shares or underlying shares of

the Company as at 31st December 2004.

RETIREMENT BENEFITS SCHEMES
Details of the Group’s retirement benefits schemes are set out in

note 33 of notes to the financial statements.

COMPLIANCE WITH CHAPTER 13 OF THE LISTING RULES
The following information is disclosed pursuant to rules 13.18
and 13.21 of Chapter 13 of the Listing Rules:

The Company entered into a loan agreement on 6 August, 2003
with a syndicate of banks for a 4-year term loan facility of up to
HK$250 million to refinance a previous loan facility and for
general working capital purposes. This loan agreement includes
conditions to the effect that: (a) Mr. Senta Wong, the controlling
shareholder of the Company, together with his associates, must
remain the single largest shareholder of the Company; (b) Mr.
Senta Wong, together with his associates and his other family
members, must hold more than 50% of the issued share capital
of the Company; and (c¢) Mr. Senta Wong must remain as the
Chairman and the Chief Executive Officer of the Company. Under
this loan agreement, if such an event of default occurs, all amounts
outstanding and owing under the facility may become immediately
due and payable. As at the latest practicable date, none of the

above events of default has occurred.

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 of the Rules Governing The Listing of Securities on
The Stock Exchange of Hong Kong Limited, except that the
Independent Non-executive Directors are not appointed for a
specific term but are subject to retirement by rotation and re-
election at annual general meetings of the Company in accordance

with the provisions of the Company’s Bye-Laws.

The Company has adopted the Model Code (the “Model Code”)
for Securities Transactions by Directors of Listed Issuers as set
out in Appendix 10 to the Listing Rules (as may be amended from
time to time by the Stock Exchange pursuant to the Listing Rules)
as the Company’s code of conduct and rules governing dealings

by all Directors in the securities of the Company. All Directors
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had complied with the required standard regarding Directors’
securities dealing set out in the Model Code during the year ended
31st December, 2004.

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rules 3.13 of the Listing Rules. The Company
considers all of the Independent Non-executive directors are

independent.

A Remuneration Committee was established by the Board of
Director on 11th April 2005. It comprises the three Independent
Non-executive Directors with the terms of reference based on

those set out in Appendix 14 to the amended Listing Rules.

AUDIT COMMITTEE

The Audit Committee comprises the three Independent Non-
Executive Directors, namely Messrs. John Ho, Philip Wan-Chung
Tse and Peter Chung-Yin Lee.

The written terms of reference which describe the authority and
duties of the Audit Committee were prepared and adopted with
reference to “A Guide for the Formation of An Audit Committee”
published by the Hong Kong Institute of Certified Public
Accountants. The principal activities of the Audit Committee
include the review and supervision of the Group’s financial

reporting process and internal controls.

The Audit Committee met twice during the financial year in
conjunction with the management of the Group to review the
internal controls, interim results and final financial statements of

the Group prior to recommending them to the Board for approval.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, as at the latest
practicable date prior to the printing of this report, there is
sufficient public float of not less than 25% of the Company’s issued

shares as required under the Listing rules.
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AUDITORS

Messrs. Deloitte Touche Tohmatsu who acted as joint auditors of
the Company with Messrs. Ho and Ho & Company for the past
years, resigned on Ist September 2003.

The financial statements for the year have been audited by Messrs
Ho and Ho & Company who retire and, being eligible, offer
themselves for reappointment at the forthcoming annual general

meeting.

On behalf of the Board

Senta Wong

Chairman

Hong Kong, 11th April 2005
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