CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (OGEMO) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (OSTOCK EXCHANGEO)

GEM has been established as a market designed to accommodate companies to which a high investment
risk may be attached. In particular, companies may list on GEM with neither a track record of
profitability nor any obligation to forecast future profitability. Furthermore, there may be risks arising

out of the emerging nature of companies listed on GEM and the business sectors or countries in
which the companies operate. Prospective investors should be aware of the potential risks of investing
in such companies and should make the decision to invest only after due and careful consideration.
The greater risk profile and other characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities trade on GEM
may be more susceptible to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet website
operated by the Stock Exchange. Listed companies are not generally required to issue paid
announcements in gazetted newspapers. Accordingly, prospective investors should note that they
need to have access to the GEM website in order to obtain up-to-date information on GEM listed
issuers.

The Exchange takes no responsibility for the contents of this annual report, 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 annual
report.

This annual report, for which the directors (the ODirectorsO) of Recruit Holdings Limited (the
OCompanyO) collectively and individually accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited (the OGEM Listing RulesO) for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries,
confirmed that, to the best of their knowledge and belief:- (1) the information contained in this
annual report is accurate and complete in all material respects and not misleading; (2) there are no
other matters the omission of which would make any statement in this annual report misleading; and
(3) all opinions expressed in this annual report have been arrived at after due and careful consideration
and are founded on bases and assumptions that are fair and reasonable.
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The Group had a satisfactory year in 2005 when our flagship job recruitment magazine, Recruit,
continued to consolidate our leadership position in Hong Kong. Our website, recruit.hk, which
underwent a complete revamp in late 2004 was rated as the No.1 recruitment website in Hong Kong
in a survey conducted by Synovate, an independent market survey company in 2005. Management is
confident that we are well positioned to benefit from the growth in job recruitment advertising in
Hong Kong in 2006.

In our effort to reduce our dependence on the contributions from Hong Kong where the growth of
job recruitment advertising is slowing, our company set up operations in Shanghai in early 2005 to
develop the China market. Initially, we have found the market conditions more difficult than we
forecast. In mid 2005, we redesigned our website in China to adapt to local taste and commissioned
an international advertising agency to establish our brand. The results, to-date, despite significant
start-up costs, have been encouraging, as underscored by the increasing number of readers visiting
our website, 1010job.com and positive feedback from corporate users and jobseekers in the city of
Shanghai. We aim to expand our service to cover the rest of the country in the near future.

Our inflight magazine advertising business enjoyed healthy growth. In July 2005, we succeeded in
signing a multi-year contract with China Southern Airlines, which awarded us the right to represent
them as their exclusive advertising sales agent for their inflight magazines. We anticipate steady
growth from this business unit in the foreseeable future.

The newly established printing division, 1010 Printing International, which provided high quality
printing services to overseas publishers had its full year of operation and turned in a small loss,
mainly due to an unexpected delay in the shipment of machinery to our plant in China. The facilities
are now fully operational and we are confident that the printing division will be profitable in 2006.

Despite the uncertainty over the changes in regulations which will seriously affect the placement of
corporate announcement advertisements by companies listed on the Hong Kong Stock Exchange,
SAR Media, our wholly owned subsidiary which holds the exclusive right from China Daily (Hong
Kong Edition) had a good year and made solid contributions to the GroupOs profit.

Overall, Management is optimistic of the prospects from our existing business. Further efforts and

investments are needed to turnaround our recruitment advertising business in China. Shareholders
will be informed of our progress.

Chairman

Hong Kong, 24th February 2006
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FINANCIAL REVIEW

The GroupOs profit attributable to shareholders was HK$37.1 million, a 9% increase over last year.
Turnover for the year was HK$227 million, a 118% increase over last year. The significant sales
growth was mainly due to sales of HK$66.5 million generated from printing business and revenue of
HK$39.4 million generated from sale of advertising space in China Southern Airlines inflight magazine,

both of which were new income streams for the Group in 2005. The net profit for the year comprised

a gain of HK$3.1 million arising from the revaluation of the GroupOs investment property and an

adjusted gain of HK$6 million from the sale of 5% of the GroupOs interest in recruitment advertising

business during the year.

The Group@s turnover for the three months ended 31st December 2005 was HK$71.3 million, a 129%
increase over last year. The sales growth in the fourth quarter was also driven by inflight magazine
advertising income and sales from printing business. The GroupOs profit attributable to shareholders
for the fourth quarter ended 31st December 2005 was HK$11 million, a 20% decline from last year.
The decline in profit was mainly due to a trading loss incurred by the GroupOs newly established
recruitment advertising business in Shanghai.

BUSINESS REVIEW

The advertising business of the Group enjoyed continued and steady growth during 2005. Compared
to that of 2004, the advertising sales business recorded a 54% increase in revenue.

The flagship ORecruitO magazine/website has consolidated its position as a market leader in Hong
Kong in terms of ads pages and number of jobs posted in the magazine whilst online sales are also
picking up. The Hong Kong recruitment advertising market has benefited from the continued
improvement of the Hong Kong economy during the year.

The Group has also developed its inflight magazine advertising business into a significant contributor
to the profits. Riding on the rapid economic growth in China, the business has continued to expand in
both the number of advertisements and client base. Serving the top two airlines in China, China
Eastern Airlines and China Southern Airlines, the Group has become a major player in ChinaOs
inflight magazine advertising industry. Already the Group has benefited from the sharing of resources
between our traditional recruitment advertising business and the inflight magazine business.

The corporate announcement business, although overshadowed by the pending change of the
announcement regulations set out by the Hong Kong Stock Exchange, has achieved better-than-
expected results.

The newly established recruitment advertising business, 1010job in Shanghai has impacted negatively
on the GroupOs operating results in 2005. However, it is encouraging to note that 1010job website
registered solid growth in unique visitors and page views in the second half of 2005 and now enjoys a
favorable level of recall among local jobseekers and enterprise clients.

Another newly set up business, 1010 Printing International, also completed its first year of operation.
Although it recorded a small trading loss, it has already shown promising prospects and the Group is
confident that 1010 Printing International will turn profitable in 2006. The establishment of 1010
Printing International is expected to have positive impacts on both the short-term profitability and
the long-term diversification and growth of the Group.
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December 2005, the Group had bank and cash balances of HK$44.9 million as compared to
HK$36.2 million as at 31st December 2004. The Group had finance lease liabilities of HK$20.4
million and loans from minority shareholders of HK$9.5 million.

The finance lease banking facilities are obtained for financing the acquisition of printing machinery
and equipments for our production line in China. The finance leases are at floating interest rates.
Loans from minority shareholders are interest-free and used as working capital for 1010 Printing
International, a non wholly-owned subsidiary of the Company. All the borrowings are denominated

in Hong Kong dollars.

The GroupOs gearing ratio as at 31st December 2005 was 14.9% (2004: Nil), which is calculated on the
basis of the GroupOs total interest bearing debts over the total equity interest as at the reporting date.

In view of the GroupQOs ability to generate cash from its operations, together with HK$44.9 million
bank and cash balances, the Group has sufficient financial resources and would invest its surplus cash
prudently in listed securities for the coming year.

The GroupOs trading transactions were mainly denominated in HK dollars, US dollars, Australian
dollars and Renminbi. The Group would use forward exchange contracts to hedge its foreign currency
exposure in trading activities when considered appropriate. The Group adopts a centralised treasury
polices in cash and financial management and would review its liquidity and financing requirements
regularly.
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ADVERTISING SALES

The Hong Kong recruitment advertising market is mature with declining profit margins and intense
competition. The Group expects to maintain its leading position in the print market by delivering
innovative ideas and first class customer service to enterprise clients. Meanwhile, the Group will
place a strong emphasis upon technological development to keep pace with and, eventually, lead the
online recruitment trend.

To take advantage of the growing demand for recruitment advertisements in China from multinational
companies and privately-owned enterprises, the Group commenced operations under the name of
1010job in Shanghai in early 2005. The Group will continue to invest in 1010job and plans to roll out
the currently Shanghai-based operation to the entire nation in 2006. Management expects that the
investment in 1010job in China will result in further losses in 2006, though the scale will be less than
that in 2005.

The inflight magazine business will continue to enjoy its leading position in the industry and is
expected to grow further along with the Chinese economic growth.

It is anticipated that the corporate announcement business will decline in 2006 following the changes
of relevant regulations on the requirement for Main Board listed companies to publish corporate
announcement in the newspapers.

PRINTING BUSINESS

With its experienced management team and state-of-the-art manufacturing facilities, 1010 Printing
International is well positioned to attract business from overseas publishers. The Group is confident
that the printing business will turnaround in 2006.

OTHER GROWTH OPPORTUNITIES

Apart from maintaining and consolidating its existing businesses, the Group will continue to seek
diversification in areas where we hold competitive edges. We shall also prudently invest our surplus
cash in listed securities in Hong Kong.
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EXECUTIVE DIRECTORS

Mr. Lau Chuk Kin , aged 53, was appointed as Chairman and an Executive Director of the Group in
October 2002. Mr. Lau was formerly the Managing Director of a leading executive search consultancy
in Hong Kong. He also founded a main board listed printing company. Mr. Lau holds a Bachelor of

Arts degree from the US and a Master of Business Administration Degree from The Chinese University

of Hong Kong.

Ms Ho Suk Yi, aged 38, was appointed as an Executive Director of the Company in June 2004. She is
also the Qualified Accountant and the Company Secretary of the Group. Ms Ho holds a bachelorOs
and a masterOs degree in accountancy and is a member of the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified Accountants. She has extensive experience

in auditing, finance and accounting.

NON-EXECUTIVE DIRECTORS

Mr. Lee Ching Ming, Adrian , aged 54, was appointed as a Non-Executive Director in June 2002. Mr.
Lee graduated from The University of Hong Kong with a Bachelor of Social Sciences Degree. He is
an Assistant Director of Great Eagle Holdings Limited and has more than 30 years of experience in
banking, finance, investment, marketing and general management.

Mr. Wan Siu Kau, aged 54, joined the Group in January 2003 as a Non-Executive Director. Mr. Wan
has over 18 years of experience in the executive search industry and holds a Master of Business
Administration Degree from The Chinese University of Hong Kong. He is currently the Managing
Partner of Amrop Hever, a global executive search firm and an independent non-executive director
of Wai Kee Holdings Limited, a company listed on the Main Board of The Stock Exchange of Hong
Kong Limited.

Mr. Peter Stavros Patapios Christofis aged 61, was appointed as a Non-Executive Director in March
2000. Mr. Christofis is a consultant B International Transport Media to JCDecaux SA. Prior to taking
on this role, he was the Managing Director of JCDecaux Pearl & Dean ® Hong Kong from where he
retired in 2003. Mr. Christofis has over 33 years of advertising sales and general management experience
gained in Europe, Africa and South East Asia.

Ms Lam Mei Lan, aged 39, was appointed as an Executive Director in October 2002. She resigned her
executive role but continues to serve on the board as a Non-Executive Director in July 2003. Ms Lam
holds a Master of Business Administration Degree from The Chinese University of Hong Kong. She
is a fellow member of the Hong Kong Institute of Certified Public Accountants and the Association

of Chartered Certified Accountants respectively. Ms Lam has over 17 years of experience in finance
and had held senior financial position in various main board listed companies in Hong Kong. Ms.
Lam is now the Financial Administrator of The Salvation Army Hong Kong and Macau Command.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mrs. Ling Ching Man, Eleanor, SBS, OBE, JP, aged 58 was appointed as an Independent Non-
Executive Director in April 2000. Mrs. Ling has over 30 years of experience in management and is a
Fellow of the Institute of Chartered Management. Mrs. Ling is now an Adviser to Jardine Matheson
Limited and also serves on a number of statutory bodies including the Medical Council, the Standing
Commission on Civil Service Salaries and Conditions of Service. Mrs. Ling is also a Council Member
of the Employers® Federation of Hong Kong and a Vice Patron of the Community Chest.

Mr. Cheng Ping Kuen, Franco, aged 52, was appointed as an Independent Non-Executive Director in
January 2003. Mr. Cheng has over 26 years of experience in the management of private banking and
investment businesses both in Hong Kong and Canada. Mr. Cheng holds a Master Degree in Business
Administration from The Chinese University of Hong Kong and is now the Chief Representative of
Rothschild Bank AG in Hong Kong.

Mr. Tyen Kan Hee, Anthony, aged 50, was appointed as an Independent Non-Executive Director of
the Company in September 2004. Mr. Tyen holds a Doctoral degree in Philosophy and a Master
degree in Business Administration, both from The Chinese University of Hong Kong. He is an
associate member of the Hong Kong Institute of Certified Public Accountants, a fellow member of
both the Association of Chartered Certified Accountants and the Institute of Chartered Secretaries
and Administrators, and a member of the Chinese Institute of Certified Public Accountants. He is
currently a practising certified public accountant in Hong Kong and has over 28 years of experience
in auditing, accounting, management and company secretary. Mr. Tyen is currently an independent
non-executive director of Value Convergence Holdings Limited, a company listed on the Growth
Enterprise Market of The Stock Exchange of Hong Kong.

SENIOR MANAGEMENT

Mr. Chan Chin Wah, Edward, aged 49, is the Chief Executive Officer of 1010 Printing International
Limited, the printing division of the Group. Mr. Chan has over 29 years of experience in book
production and export sales gained with overseas international publishing companies. He joined the
Group in April 2005.

Mr. Chan Shu To, Camus aged 35, is the MIS Manager of the Group. Mr. Chan holds a master
degree in E-Commerce and a bachelor degree in Information Engineering from The Chinese University
of Hong Kong. He has nearly 10 years of experience in the information technology field. Prior to
joining the Group in June 2005, he had worked for three listed companies in Hong Kong.

Ms Choi Ching Kam, Dora, aged 41, is the Chief Editor of the Group and is responsible for the

editorial content of Recruit. Ms Choi has over 15 years experience in mainstream publishing having
held senior editorial positions in a number of leading newspapers and magazines in Hong Kong. She
joined the Group in July 2002.

Ms Chow So Chu, Rita aged 33, is the General Manager of inflight magazine advertising division of
the Group. Ms Chow holds a bachelor degree in Language and Communication from The Hong Kong
Polytechnics University and has over 10 years experience in sales and marketing. She joined the
Group in March 2004.

Ms Lai Wing Ting, Jacklen, aged 35, is the General Sales Manager of the Group. She is responsible
for the recruitment and display advertising business of the Group. She joined the Group in 1995.
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Ms Shao Yang, Amy, aged 37, joined the Group in May 2004. Ms Shao is the Project Manager of the
Group. She has nearly 15 years of China-related experience gained from the financial and direct
investment fields. Ms Shao is responsible for the GroupOs business expansion in Mainland China. Ms
Shao holds a master degree in Business Administration and a bachelor degree in English Literature.

Mr. Tsoi Chit Shun, Roger, aged 46, joined the Group in September 2005. Mr. Tsoi is the Chief
Operation Officer of 1010 Printing International Limited, the printing division of the Group. Mr.
Tsoi has extensive experience in factory management. Prior to joining the Group, he was the General
Manager of an ink plant in Mainland China.

Ms Yang Tin Wai, Lydia, aged 43, is the Human Resources Manager of the Group. She is responsible
for the human resources and administrative functions of the Group. Ms Yang holds a Postgraduate
Diploma in Human Resources Management and has over 15 years of experience in human resources
management. She joined the Group in April 2000.
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The Directors present their annual report and the audited financial statements of the Company and
the Group for the year ended 31st December 2005.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and provides corporate management services.
The activities of its principal subsidiaries and associates are set out in notes 39 and 18 respectively to
the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December 2005 are set out in the consolidated income
statement on page 23.

The Directors recommended final dividend of HK$0.04 per share for the year ended 31st December
2005 payable to shareholders whose names appear on the Register of Members of the Company at
the close of business on 13th April 2006. Subject to the passing of the relevant resolution at the
forthcoming annual general meeting, such dividend will be payable on 28th April 2006.

RESERVES

Details of movements in the reserves of the Group and of the Company during the year are set out in the
consolidated statement of changes in equity on page 26 and note 31 to the financial statements
respectively.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the past five financial years is set
out on page 68 of the annual report.

PROPERTY, PLANT AND EQUIPMENT

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

INVESTMENT PROPERTIES

The Group revalued its investment properties as at 31st December 2005 on an open market value
basis. The net surplus arising on the revaluation, which has been credited directly to consolidated
income statement, amounted to approximately HK$3.1 million.

Details of movements during the year in the investment properties of the Group are set out in note
16 to the financial statements.

Particulars of the investment properties are set out on page 69 of the annual report.

SHARE CAPITAL

Details of movements during the year in the share capital of the Company are set out in note 29 to
the financial statements.

-10 -
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DIRECTORS

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

EXECUTIVE DIRECTORS

Mr. Lau Chuk Kin
Ms Ho Suk Yi

NON-EXECUTIVE DIRECTORS

Mr. Lee Ching Ming, Adrian

Mr. Peter Stavros Patapios Christofis
Ms. Lam Mei Lan

Mr. Wan Siu Kau

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mrs. Ling Ching Man, Eleanor
Mr. Cheng Ping Kuen, Franco
Mr. Tyen Kan Hee, Anthony

In accordance with No. 87 of the CompanyOs bye-laws, Mr. Lau Chuk Kin, Mr. Lee Ching Ming,
Adrian and Mr. Cheng Ping Kuen, Franco will retire at the forthcoming annual general meeting and,
being eligible, will offer themselves for re-election.

DIRECTOROS SERVICES CONTRACT

Each of the non-executive directors has entered into a service contract with the Company for a term
of two years commencing on 1st January 2006 and is subject to termination by either party giving not
less than one monthOs prior written notice to the other.

The Company confirms that it has received from each of its independent non-executive directors a confirmation
of his independence pursuant to Rule 5.09 of the Rules Governing the Listing of Securities on the Growth
Enterprise Market (the OGEM Listing RulesO) of The Stock Exchange of Hong Kong Limited (the OStock
ExchangeO) and the Company considers the independent non-executive directors to be independent.

None of the directors being proposed for re-election at the forthcoming annual general meeting has any
service contract with the Company or any of its subsidiaries which is not determinable by the Group within
one year without payment of compensation other than statutory compensation.

DIRECTORSO INTERESTS IN CONTRACTS OF SIGNIFICANCE

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.

-11 -
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DIRECTORSO AND CHIEF EXECUTIVESO INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 31st December, 2005, the interests and short positions of the directors and chief executives of
the Company in the shares, underlying shares or debentures of the Company or any associated
corporations, within the meaning of Part XV of the Securities and Futures Ordinance (the OSFOO), as
recorded in the register maintained by the Company required to be kept under section 352 of the
SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the required
standard of dealings by the Directors under Rule 5.46 of the GEM Listing Rules, were as follows:

(a) Long Position in the shares of the Company

Percentage to
the issued

Personal Family Corporate Total share capital of
Name of Directors Interests Interests Interests Interests  the Company
(Shares) (Shares) (Shares) (Shares) (%)
Mr. Lau Chuk Kin (Note 1) Nil Nil 179,314,000 179,314,000 65.39
Mr. Lee Ching Ming, Adrian (Note 2) 100,500 50,000 Nil 150,500 0.05
Mr. Peter Stavros Patapios Christofis 670,500 Nil Nil 670,500 0.24
Mr. Cheng Ping Kuen, Franco 204,000 Nil Nil 204,000 0.07
(b)  Options to subscribe for shares of the Company
Number of share options
Outstanding Granted Exercised Cancelled/  Outstanding
Name of Director at during during lapsed during at
1.1.2005 the year the year theyear  31.12.2005
Ms Ho Suk Yi (Note 3) 500,000 b b b 500,000
Notes:
1. Of 179,314,000 shares, 1,360,000 shares and 177,954,000 shares are beneficially owned by ER2 Holdings Limited
(OER20) and City Apex Limited respectively. As at 31st December, 2005, Mr. Lau Chuk Kin beneficially owned
67% of the issued share capital of ER2, which is the ultimate holding company of City Apex Limited. Accordingly,
Mr. Lau Chuk Kin is deemed to be interested in the said shares pursuant to Part XV of the SFO.
2. Of 150,500 shares, 50,000 shares are beneficially owned by the wife of Mr. Lee Ching Ming, Adrian, who is

deemed to be interested in the said shares under Part XV of the SFO.

-12 -
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3. Details of the share options granted to Ms Ho Suk Yi are set out below:
Percentage to the
Number of share  Exercise price Exercisable issued share capital
Date of grant options granted per share Vesting period period of the Company
(HK$) (%)
17.5.2004 250,000 0.28 17.5.2004 B 17.5.2005 B 0.09
16.5.2005 2.7.2013
9.12.2004 250,000 0.43 9.12.2004 B 9.12.2005 B 0.09
8.12.2005 2.7.2013

Save as disclosed above, as at 31st December, 2005, to the best knowledge of the Company, none of
the directors or chief executives of the Company had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the Company or its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register required to be maintained
under section 352 of Part XV of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the required standard of dealings by directors as referred to in Rule 5.46 of the
GEM Listing Rules.

SHARE OPTIONS

Details of the movements in the share options of the Company during the year are set out in note 30
to the financial statements.

ARRANGEMENT TO PURCHASE SHARES OR DEBENTURES

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 none of
the directors, chief executive or their spouses or children under the age of 18, had any right to subscribe for
the securities of the Company, or had exercised any such right.

FINANCIAL ASSISTANCE TO AFFILIATED COMPANIES

As reported in previous annual report of the Company, the Group provided financial assistance to PPG
Investments Limited of approximately HK$16 million, which was proportional to the GroupOs 20 per cent
equity interest in PPG Investments Limited (OPPGIO). The financial assistance is unsecured, interest free and
there is no fixed term of repayment.

As at 31st December 2005, the GroupOs advance to PPGI, net of allowance, was approximately HK$5

million (2004: HK$7 million). The Directors believe that no further allowance for the amount due
from PPGI is required.

-13-
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SUBSTANTIAL SHAREHOLDERS

As at 31st December 2005, so far as is known to any director or chief executive of the Company,
other than a director or chief executive of the Company, the following persons had interests or short
positions in the shares or underlying shares of the Company, being 5% or more in the issued share
capital of the Company as recorded in the register required to be kept by the Company under Section
336 of the SFO:

Percentage to the
issued share capital

Name Number of shares of the Company
%

Mr. Lau Chuk Kin (Note 1) 179,314,000 65.39
ER2 Holdings Limited (Note 1) 179,314,000 65.39
City Apex Limited (Note 1) 177,954,000 64.90
Tai Wah Investment Company Limited (Note 2) 22,000,000 8.02
Chan Family Investment

Corporation Limited (Note 2) 26,677,333 9.73
Great Eagle Holdings Limited (Note 3) 22,076,000 8.05
Jolly Trend Limited (Note 3) 22,076,000 8.05
The Great Eagle Company, Limited (Note 3) 22,076,000 8.05
Dr. Lo Ka Shui (Note 4) 22,226,000 8.11
JAIC-Somerley Corporate

Development Fund Limited (Note 5) 16,788,178 6.12
Japan Asia Investment Company Limited (Note 5) 16,788,178 6.12
HSBC International Trustee Limited (Note 6) 16,788,178 6.12
Notes:
1. Of the 179,314,000 shares, Mr. Lau Chuk Kin is deemed to be interested in the 1,360,000 shares directly held by

ER2. Each of Mr. Lau Chuk Kin and ER2 is deemed to be interested in the 177,954,000 shares owned by City
Apex Limited.

2. Of these shares, 3,679,333 shares are directly owned by Chan Family Investment Corporation Limited, 998,000

shares and 22,000,000 shares are respectively held by Earnyear Limited and Tai Wah Investment Company
Limited. Both Earnyear Limited and Tai Wah Investment Company Limited are wholly-owned subsidiaries of
Chan Family Investment Corporation Limited.

3. Each of Great Eagle Holdings Limited and Jolly Trend Limited is deemed to be interested in the 22,076,000
shares owned by The Great Eagle Company, Limited.

4. Of these shares, 22,076,000 shares are duplicated in the interest described in note 3, as The Great Eagle Company,
Limited is a wholly-owned subsidiary of Great Eagle Holdings Limited. Dr. Lo Ka Shui was interested and/or
deemed to be interested in the issued share capital of Great Eagle Holdings Limited. In addition, Dr. Lo Ka Shui
has personal interest in 150,000 shares.

5. Japan Asia Investment Company Limited is deemed to be interested in the 16,788,178 shares owned by JAIC-
Somerley Corporate Development Fund Limited.

6. 16,788,178 shares relate to the same block of shares as described in note 5. HSBC International Trustee Limited,
in which the corporations mentioned in note 5 are the beneficiaries, is interested and/or deemed to be interested in
the said 16,788,178 shares.

Save as disclosed above, as at 31st December, 2005, the Company had not been notified of any other person
(other than a director or chief executive of the Company) who had an interest or short position in the shares,
underlying shares or debentures of the Company and was required to be recorded in the register required to
be kept by the Company under Section 336 of the SFO.

-14 -
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MAJOR SUPPLIERS AND CUSTOMERS

The top five suppliers in aggregate and the single largest supplier of the Group accounted for
approximately 57% and 15% for the GroupOs total purchases for the year ended 31st December 2005
respectively.

The top five customers in aggregate and the single largest customer of the Group accounted for approximately
36% and 10% for the GroupOs total sales for the year ended 31st December 2005 respectively.

At no time during the year did a director, an associate of a director, within the meaning of the GEM Listing
Rules, or a shareholder of the Company which to the knowledge of the directors owns more than 5% of the
CompanyQOs share capital have any interest in the GroupOs five largest suppliers and five largest customers.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the year ended 31st December 2005, neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the CompanyOs listed securities.

COMPETING INTERESTS

Interests of the directors of the Company in competing businesses required to be disclosed pursuant to Rule
11.04 of the GEM Listing Rules are as follows:

Nature of
Name of director Name of companies competing business Natureof interest
Mr. Lau Chuk Kin International Executive search in As a director and
Resources Group the United Kingdom shareholder
Limited
Amrop Hever Hong Kong Executive search in Asa shareholder
and Shanghai Hong Kong and the PRC
Mr. Wan Siu Kau Amrop Hever Hong Kong Executive search in As a director and
and Shanghai Hong Kong and the PRC shareholder

Having considered (i) the nature, geographical market, scope and size of the above businesses; and (ii) the
nature and extent of the above-named directorsO respective interest in these businesses, the directors
of the Company believe that there is unlikely to be any significant competition caused to the businesses
of the Group.

Save as disclosed in this section, none of directors or the management shareholders of the Company or any

of their respective associates (as defined in the GEM Listing Rules) has any business or interest that
competes or may compete with the business of the Group.
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CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the Company is set out on
pages 18 to 21 of the annual report.

AUDIT COMMITTEE

The audit committee has three members comprising the three independent non-executive directors,
namely, Mrs. Ling Ching Man, Eleanor, Mr. Cheng Ping Kuen, Franco and Mr. Tyen Kan Hee,
Anthony, with terms of reference in compliance with the GEM Listing Rules.

During the year, the audit committee held meetings regularly and performed duties, namely, reviewing the
CompanyOs draft annual report and accounts, half-yearly report, quarterly reports and circulars, and providing
advice and comments thereon to the CompanyOs board of directors, meeting with external auditors to discuss
audit matters of governance interest that arise from the annual audit of the CompanyOs financial statements.

EMPLOYEES AND EMOLUMENT POLICY

As at 31st December 2005, the Group had around 165 employees (2004: 60). The pay scale of the GroupOs
employees is maintained at a competitive level and employees are rewarded on a performance-related basis
within the general framework of the GroupOs salary and bonus system. Other employees benefits include
provident fund, insurance and medical cover. Options to subscribe for an aggregate of 3,557,000 shares of
the Company pursuant to the CompanyOs share option scheme were outstanding as at 31st December 2005.

RETIREMENT BENEFITS SCHEMES

The Group participates in both a defined contribution scheme which is registered under the
Occupational Retirement Schemes Ordinance (the OORSO SchemeO) and a Mandatory Provident
Fund Scheme (the OMPF SchemeO) established under the Mandatory Provident Fund Ordinance in
December 2000. The assets of the schemes are held separately from those of the Group, in funds
under the control of trustees. Employees who were members of the ORSO Scheme prior to the
establishment of the MPF Scheme were offered a choice of staying within the ORSO Scheme or
switching to the MPF Scheme, whereas all new employees joining the Group on or after 1st October
2000 are required to join the MPF Scheme.

The retirement benefits cost charged to income statement represents contributions payable to the
schemes by the Group at rates specified in the rules of the schemes. For members of the MPF
Scheme, the Group contributes 5% of the relevant payroll costs to the Scheme, which contribution is
matched by the employee. The ORSO Scheme is funded by monthly contributions from both employees
and the Group at rates ranging from 5% to 7.5% of the employeeOs basic salary, depending on the
length of service with the Group.

Where there are employees who leave the ORSO Scheme prior to vesting fully in the contributions,
the contributions payable by the Group are reduced by the amount of forfeited contributions.

The employees of the GroupOs subsidiaries which operates in the PRC are required to participate in a
central pension scheme operated by the local municipal governments. These PRC subsidiaries are
required to contribute 31.5% to 45.6% of its payroll costs to the central pension scheme. The
contributions are charged to the income statement as they become payable in accordance with the
rules of the central pension scheme.
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Details of the amount of retirement benefits contributions for the Group are set out in note 36 to the
financial statement.

AUDITORS

On 5th December 2005, the Company announced that Messrs. Deloitte Touche Tohmatsu (ODTTO)
had resigned as auditors of the Company with effect from 22nd November 2005. Following the
resignation of DTT, the Directors resolved to propose to the shareholders of the Company to appoint
Messrs. Grant Thornton as the new auditors of the Company. Pursuant to an ordinary resolution
passed at the special general meeting held on 30th December 2005, Messrs. Grant Thornton had been
appointed as the auditors of the Company to fill the vacancy following the resignation of DTT and to
hold the office until the conclusion of the next annual general meeting of the Company. A resolution
will be proposed at the forthcoming annual general meeting to re-appoint Messrs. Grant Thornton as
auditors of the Company.

On behalf of the Board

Lau Chuk Kin
Chairman

Hong Kong, 24th February 2006
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The Group has complied with most of the code provisions on Corporate Governance Practices as set
out in the GEM Listing Rules (OCG CodeO). This report describes its corporate governance practices,
explains the applications of the principles of the CG Code and deviations, if any.

DIRECTORSO SECURITIES TRANSACTIONS

The Company has adopted the rules set out in Rules 5.48 to 5.67 of the GEM Listing Rules as the
code for dealing in securities of the Company by the Directors. Having made specific enquiry of all
directors, the Company was not aware of any non-compliance with the required standard as set out in
the code of conduct regarding securities transactions by the directors throughout the year ended 31st
December 2005.

BOARD OF DIRECTORS

The Board comprises nine directors, of whom two are executive directors, four are non-executive

directors and three are independent non-executive directors. The participation of non-executive

directors in the Board brings independent judgement on issues relating to the GroupOs strategy,
performance, conflicts of interest and management process to ensure that the interests of all
shareholders of the Company have been duly considered.

Each of the non-executive directors has entered into a service contract with the Company for a term
of two years and is subject to termination by either party giving not less than one monthOs prior
written notice to the other.

The Board considers that all of the independent non-executive directors are independent and has
received from each of them the annual confirmation of independence required by the GEM Listing
Rules.

The Board members for the year ended 31st December 2005 were:

Chairman
Mr. Lau Chuk Kin

Executive directors

Mr. Lau Chuk Kin
Ms Ho Suk Yi

Non-executive directors

Mr. Lee Ching Ming, Adrian

Mr. Wan Siu Kau

Mr. Peter Stavros Patapios Christofis
Ms Lam Mei Lan

Independent non-executive directors

Mrs. Ling Ching Man, Eleanor
Mr. Cheng Ping Kuen, Franco
Mr. Tyen Kan Hee, Anthony
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The Board is responsible to the approval and monitoring of the GroupOs overall strategies and policies;
approval of business plans; evaluating the performance of the Group and oversight of management.
It is also responsible for promoting the success of the Company and its businesses by directing and
supervising the CompanyOs affairs.

The Board focuses on overall strategies and policies with particular attention paid to the growth and
financial performance of the Group.

The Board delegates day-to-day operations of the Group to executive directors and senior management,
while reserving certain key matters for its approval. Decisions of the Board are communicated to the
management through executive directors who have attended at Board meetings.

The Board held a board meeting for each quarter. Details of the attendance of the Board are as
follows:

Directors Attendance
Mr. Lau Chuk Kin 4/4
Ms Ho Suk Yi 4/4
Mr. Lee Ching Ming, Adrian 4/4
Mr. Wan Siu Kau 2/4
Mr. Peter Stavros Patapios Christofis 0/4
Ms Lam Mei Lan 4/4
Mrs. Ling Ching Man, Eleanor 4/4
Mr. Cheng Ping Kuen, Franco 4/4
Mr. Tyen Kan Hee, Anthony 4/4

CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

Mr. Lau Chuk Kin assumes the role of both the chairman and the chief executive officer of the
Company. While serving as the chairman of the Group, Mr. Lau leads the Board and is responsible
for the proceedings and workings of the Board. He ensures that:

b the Board acts in the best interests of the Group; and
b the Board functions effectively, and that all key and appropriate issues are properly briefed
and discussed by the Board.

The role of chairman and chief executive officer of the Group rests on the same individual which
deviates from the code provision in the CG Code of not having a clear division of responsibilities.
The Board is of the view that this has not compromised accountability and independent decision
making for the following reasons:

b the non-executive directors form the majority of the Board of which three out of seven are
independent; and

b Audit Committee composed exclusively of independent non-executive directors;

b The independent directors have free and direct access to the CompanyOs external auditors and

independent professional advice when considered necessary.
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Mr. Lau, the executive chairman, is a substantial shareholder of the Group and has considerable
industry experience. He is motivated to contribute to the growth and profitability of the Group. The
Board is of the view that it is in the best interests of the Group to have an executive chairman so that
the Board can have the benefit of a chairman who is knowledgeable about the business of the Group
and is most capable to guide discussions and brief the Board in a timely manner on pertinent issues
and developments to facilitate open dialogue between the Board and the management.

REMUNERATION COMMITTEE

The Remuneration committee is established and comprising three independent non-executive directors,
namely Mrs. Ling Ching Man, Eleanor, Mr. Cheng Ping Kuen, Franco and Mr. Tyen Kan Hee,
Anthony.

The terms of reference of the Remuneration committee are posted on the CompanyOs website. The
principal functions include:

b to recommend to the Board on the CompanyOs policies and structure for the remuneration of
the directors and senior management of the Group;

b to determine the remuneration packages of all executive directors and senior management of
the directors and senior management of the Group;

b to review and approve their performance-based remuneration.

The principal elements of executive remuneration package include basic salary, discretionary bonus
and share option. The emoluments of executive directors are based on skill, knowledge and involvement
in the CompanyOs affairs of each director and are determined by reference to the CompanyQOs
performance and profitability, as well as remuneration benchmark in the industry and the prevailing
market conditions.

The Remuneration committee consults the chairman and chief executive officer about its proposals
relating to the remuneration of other executive directors. During the year, no meeting was held and

the remuneration committee decisions were approved by way of written resolutions passed by all the
committee members. A resolution in writing signed by all the committee members shall be as valid

and effectual as if it had been passed at a meeting of the Remuneration committee duly convened
and held. A meeting of the Remuneration committee will be convened in 2006.

NOMINATION OF DIRECTORS

The Board is empowered under the CompanyOs Bye Laws to appoint any person as a director either
to fill a casual vacancy on or, subject to authorization by the shareholders of the Company in general
meeting, as an additional member of the Board. Qualified candidates will be proposed to the Board
for consideration and the selection criteria are mainly based on the assessment of their professional
qualifications and experience. The Board selects and recommends candidates for directorship having
regard to the balance of skills and experience appropriate to the GroupOs business.

There was no nomination of directors during the year.

AUDITORSO REMUNERATION

An amount of approximately HK$0.5 million (2004: HK$0.3 million) was charged to the GroupOs
income statement for the year ended 31st December 2005. There was no significant non-audit service
assignment undertaken by the auditors during the year.
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AUDIT COMMITTEE

The Audit Committee was established in April 2000 to review the GroupOs financial reporting, internal
controls and make relevant recommendations to the Board. The terms of reference of the Audit
Committee are posted on the CompanyOs website.

The Audit Committee comprises three independent non-executive directors, namely Mrs. Ling Ching
Man, Eleanor, Mr. Cheng Ping Kuen, Franco and Mr. Tyen Kan Hee, Anthony. The chairman of the
Audit Committee is Mr. Tyen Kan Hee, Anthony.

The Audit Committee held four meetings in 2005, which were attended by all members. The GroupOs
2005 quarterly report, 2005 half-yearly report and 2004 annual report have been reviewed by the
Audit Committee, which was of the opinion that such reports were prepared in accordance with the
applicable accounting standards and requirements. For 2004 annual report, the Audit Committee met
with the external auditors to discuss auditing, internal control, statutory compliance and financial
reporting matters before recommending it to the Board for approval. The committee also monitored
the CompanyOs progress in implementing the code provisions on corporate governance practices as
required under the GEM Listing Rules.
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