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EXPLANATORY STATEMENT AND MEMORANDUM

To the Shareholders

Dear Sir/Madam:

Explanatory Statement and Memorandum in relation to the
Buyback Mandate (as hereinafter defined)

This is an explanatory statement and memorandum of the terms of the
proposed repurchases given to all the shareholders of the Company relating to
a resolution to approve the Company repurchasing its own shares (“Buyback
Mandate™) to be proposed at the annual general meeting of the Company to

be held on 12 May 2005 (the “AGM”).

This explanatory statement contains the information required under rule
10.06(1)(b) of the Rules governing the Listing of Securities (“Listing Rules”)
on The Stock Exchange of Hong Kong Limited (“Stock Exchange”). Its
purpose is to provide shareholders with all the information reasonably
necessary for them to make an informed decision as to whether or not to vote
in favour of the resolution approving the Buyback Mandate and it also forms
the memorandum of the terms of the proposed repurchases given under
Section 49BA(3)(b) of the Companies Ordinance.

i. SHARE CAPITAL

As at 15 March 2005, being the latest practicable date prior to the printing of
this document (“LLPD™), the issued share capital of the Company was
2.192,110,160 shares of HK$0.40 each (“Shares™).

Subject to the passing of the resolution approving the Buyback Mandate
and on the basis that no further Shares are issued or repurchased prior to the
AGM, the Company would be allowed under the Buyback Mandate to
repurchase a maximum of 219,211,016 Shares, representing 10% of the

issued share capital of the Company.

ii. SHAREHOLDER APPROVAL/TRADING RESTRICTIONS
The Listing Rules provide that all proposed repurchases of securities by a
company with a primary listing on the Stock Exchange must be approved in
advance by an ordinary resolution, either by way of a general mandate or by
a specific approval of a particular transaction.

iii. REASONS FOR REPURCHASES

The Directors believe that it is in the best interests of the Company and the
shareholders to seek a general authority from shareholders to enable the

Directors to repurchase the Shares of the Company on the market.
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Repurchases of Shares will only be made when the Directors believe that such
a repurchase will benefit the Company and its shareholders. Such repurchases
may, depending on market conditions and funding arrangements at the time,
lead to an enhancement of the value of the net assets and/or earnings and/or
dividend per share.

iv. FUNDING OF REPURCHASES

Repurchases must be funded out of the funds legally available for the purpose
in accordance with Hong Kong law, being profits available for distribution
and the proceeds of a fresh issue of shares made for the purpose of the
repurchases. It is envisaged that the funds required for any repurchase would
be derived from profits available for distribution.

The Directors do not propose to exercise the Buyback Mandate to such an
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. However, there might be an adverse impact on the working capital
or gearing position of the Company (as compared with the position disclosed
in the audited financial statements as at 31 December 2004) in the event that
the Buyback Mandate was exercised in full.

v. SHARE PRICES
The highest and lowest prices at which the Shares were traded on the Stock
Exchange during each of the 12 months preceding the LPD, from 1 March

2004 to 28 February 2005, were as follows:
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Shares &1

Highest $ & () Lowest § &A% (7T)

2004 March 24.35 21.50
April 23.65 18.75

May 20.00 15.90

June 19.85 17.40

July 19.30 18.00

August 20.10 18.05

September 20.70 19.35

October 20.55 18.85

November 22.30 19.70

December 22.90 21.55

2005 January 22.50 20.50
February 22.90 21.05
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vi. GENERAL

None of the Directors, or to the best of their knowledge, having made all
reasonable enquiries, their associates, have any present intention if the
Buyback Mandate is exercised to sell any Shares to the Company or its
subsidiaries.

The Directors have undertaken to the Stock Exchange that they will
exercise the power of the Company to make repurchases pursuant to the
Buyback Mandate in accordance with the Listing Rules and the laws of
Hong Kong.

If as the 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 purposes of the Hong Kong Code on Takeovers
and Mergers and Share Repurchases (“Takeover Code”). As a result, a
shareholder, or group of shareholders acting in concert depending on the level
of increase of sharcholders’ interest, could obtain or consolidate control of the
Company and become obliged to make a mandatory offer in accordance with
Rule 26 of the Takeover Code. As at 15 March 2005, the LPD, CITIC Hong
Kong (Holdings) Limited (“CITIC HK™) together with its directors as parties
acting in concert held approximately 49% of the issued share capital of the
Company. In the event of full exercise of the Buyback Mandate and the
maintenance by CITIC HK and its concert parties of their present
shareholding, the percentage of the issued share capital of the Company held
by CITIC HK and parties acting in concert would increase by more than 5%.
An obligation to make a general offer to shareholders under Rules 26 and 32
of the Takeover Code may accordingly arise. The Directors have no present
intention to exercise the Buyback Mandate to such an extent as would result
in such takeover obligation arising. CITIC 1K is a wholly owned subsidiary of
CITIC Group (“CITIC Beijing”) and thus both CITIC 1K and CITIC Beijing
are substantial shareholders of the Company. Save as disclosed, the Directors
are not aware of any shareholder or group of shareholders acting in concert
who will become obliged to make a mandatory offer as a result of a

repurchase of Shares.
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There have been no repurchases of any securities of the Company made in 27N o AR m R A ) FLAT ] 8 2

the previous six months (whether on the Stock Exchange or otherwise). (/B0 468 7 16 52 B s DA HA B ) o

The Listing Rules prohibit the Company from knowingly repurchasing TR RIAR 1A F S A B A P ) [ B
Shares of the Company on the Stock Exchange from a “connected person” NS EE M 15D AT NN
(as defined in the Listing Rules) and a connected person is prohibited from B A7 T 28 N RS 1 R T A ) o B
knowingly selling his/her Shares to the Company. H Ao

No connected persons (as defined in the Listing Rules) of the Company BERA N ZBEAL GERR EHH
have notified the Company that they have a present intention to sell Shares to ) EA AL v s IS BURF A B AR A
the Company, or have undertaken not to do so, in the event that the N FVHESHE B 11 e 4y 2 15 DL 1) AR A A
Company is authorized to make repurchases of Shares. B A KR A H B R
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Yours faithfully RE TG
By Order of the Board TBIRE FHYLH
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29 March 2005 CEERE=A-THE

Henry Fan Hung Ling Managing Director



