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Chairman’s Statement

Dear Shareholders

On behalf of the board (the “Board”) of directors (the “Directors”) of Xinyi Glass Holdings Limited (the “Company”), | am
pleased to announce the full-year audited consolidated results of the Company and its subsidiaries (collectively the “Group”) for
the financial year ended 31 December 2005.

Compared with 2004, our turnover grew by approximately 34.3% to approximately HK$1,380.8 million in 2005. Our net profit
attributable to equity holders of the Company grew by approximately 10.3% to approximately HK$260.1 million in 2005.

We are very pleased with the results of the Group. We therefore intend to propose the payment of a final dividend of 5.0 HK
cents per ordinary share of the Company (the “Share”) at the forthcoming annual general meeting (the “Annual General

Meeting"”) for your approval.

| set forth below an overview of the business of the Group during 2005 and key development highlights for the coming year.

A YEAR OF ADVANCES FOR OUR PLANS
2005 was an important year to the Group.

On the corporate level, the Company had great success with its initial public offering on 24 January 2005, with our Shares
winning the hearts of both institutional and retail investors in Hong Kong and other countries. The Company raised gross
proceeds in aggregate of approximately HK$835.9 million including the additional proceeds raised from the exercise of the over-
allotment option. Trading of our Shares started on the main board (the “Main Board") of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 3 February 2005. Further information on the actual use of the net proceeds from the listing

is set forth under the “Management Discussion and Analysis” in this report.

On the business front, we enjoyed impressive growth in 2005. Our turnover grew by approximately 34.3% to approximately
HK$1,380.8 million. This was primarily due to the substantial increase in sales of the Group’s automobile glass products to
overseas markets, such as North America, Australia and New Zealand. During the year, we also adjusted and strengthened our
worldwide marketing strategy to focus on exploring and establishing long-term partnership with selected automobile manufacturers
and wholesalers in different regions. We also strengthened new business relationships with certain famous international brands

of automobile glass products, producing different kinds of products for them on both aftermarket and OEM bases.

During 2005, our construction glass business also experienced significant growth, with turnover increased by approximately
28.6% to approximately HK$389.8 million. This was a result of our efforts to continue to strengthen our distribution network
and improve product quality. Sales of segment also benefited from the market trend of using environmentally friendly and energy
saving low emission coated glass as advocated in the “Eleventh Five Years Plan” of China. We believe that braced by this market
trend and the continuously improving living standards of the China population, the growth of our construction glass business will
accelerate.

XINY! GLASS HOLDINGS LIMITED
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Chairman’s Statement

IMPLEMENTING FUTURE BUSINESS PLANS

The Group has been implementing the business plans outlined in the prospectus of the Company issued on 24 January 2005. We
are confident that all of these business plans will be duly completed within this year or early next year. Our first 700 tonnes high
quality float glass production line started trial run in the first quarter of 2006 and the second production line of 500 tonnes is

expected to start trial run in the second quarter of 2006.

As China economy continues to boom, we are very optimistic about the prospects of the country’s automobile glass market. To
meet anticipated demand, we have expanded our automobile glass production capacity by building an additional a production
plant in our newly established Dongguan production complex. On 23 July 2005, The Chinese Construction Glass and Industrial
Glass Association ranked the Group as the largest automobile glass producer in terms of production capacity. We will continue
to expand our overseas markets and also increase our market share in the aftermarket automobile glass to capture more lucrative

business opportunities.

OUR WORLDWIDE BUSINESS STRATEGIES DRIVE OUR FUTURE GROWTH

According to the “China Trade Information” report, a monthly research report issued by Goodwill China Business Information
Ltd., we were the largest Chinese exporter of automobile glass products in 2005 in terms of export volume. The Group’s strategy,
however, is not only to focus on overseas markets, but also to develop the domestic market in China, so that its business can
benefit from the anticipated growth in both markets. In China, for example, economic growth has been pushing up the demand
for automobile, and accordingly that for automobile components; and at the same time, the country is also fast emerging as the
major production base for automobile parts and components globally. Our export sales amounted to approximately HK$844.1
million in 2005, representing a strong growth of approximately 49.3% as compared with that in 2004. Our domestic sales also

grew to approximately HK$536.7 million, representing an increase of approximately 15.9% as compared with that in 2004.

For the Group’s export business, countries in North America continued to be our principal overseas market, and sales to these
countries represented approximately 53.9% of our total export sales. Sales to Australia and New Zealand also grew significantly
by approximately 72.7% to approximately HK$97.2 million. Our strategy is to continue to expand in breadth and depth of our
business relationships with customers producing leading international brands of automobile glass products.

Europe and Japan are major automobile and construction glass markets. During 2005, we established a subsidiary in Germany
for sales expansion to European Union countries. We have also recently incorporated a subsidiary in Japan to help us to grow our
business in the Japanese market. We expect these two subsidiaries to further strengthen our customer base overseas, to help us

to capture emerging business opportunities and to increase our market share in the two markets.

As our Dongguan production complex and Wuhu production complex commenced commercial operation in 2005, we have been
able to better coordinate our different production facilities and processes to achieve operational efficiency. Being supported by
our headquarters in Shenzhen and the sales office in Hong Kong, our Dongguan production complex is principally for OEM and
domestic aftermarket automobile glass markets, construction glass market and float glass market and our Wuhu production
complex is principally for OEM automobile glass in northern and eastern PRC markets. This division of production scope and
responsibility plus the plants being close to raw material sources allow specialization, low transaction cost and reaping of maximum
returns from the plants and machineries, thus provides a cost-efficient platform for the Group’s business development. With
these arrangements in place, we are confident of capturing the domestic markets in different regions in China and also strengthening

our presence in North America, Europe and Japan to support sales overseas.

2005 Annual Report
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Chairman’s Statement

MAXIMIZING PRODUCTION EFFICIENCY AND STEPPING UP PRODUCT RESEARCH

Achievement of vertical integration of our production process is the key to increasing our production efficiency. The high quality
float glass production lines on trial run and being built will give us direct control over the quality of our principal raw materials
and associated production costs. Such control will help us directly to improve our production efficiency and profit margin.

We will continue to explore different alternatives and opportunities to further improve our production efficiency and product
quality. We plan to establish a product research and development centre at our Dongguan production complex in the second
quarter of 2006. We will to staff the centre with experts of national standing to help us to maintain our competitive strengths in
developing different kinds of glass product.

STRONG INDUSTRY DEMAND FACILITATES OUR GROWTH

China is one of the largest economies and automobile markets in the world and the fourth largest automobile production
country. Her demand for our products is thus very significant. With her “Eleventh Five Years Plan” which pushes continuous
urbanization and economic development and the rising of the people’s living standards, we anticipate fast growth in China’s
automobile industry and construction industry, which creates a strong demand for our automobile and construction glass products.

Moreover, the demand for automobile glass products from overseas markets is expected to continue to soar as more and more
overseas manufacturers close down their production facilities in their countries and turn to outsourcing to improve their
competitiveness. This trend results in China becoming a world production centre for industrial products. China has become one

XINYI GLASS HOLDINGS LIMITED
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Management’s Discussion & Analysis

INTRODUCTION

The Group is principally engaged in the production and sales of a variety of glass products, ranging from automobile glass
products, construction and other glass products for decorative and commercial applications. The Group has established production
facilities in Sheznhen, Dongguan and Wuhu, China. According to the “China Trade Information” report, a monthly research
report issued by Goodwill China Business Information Ltd., we were the largest Chinese exporter of automobile glass products in
2005 in terms of export volume. In addition to glass products, we also produce automobile rubber and plastic components that
are sold together with our automobile glass products. We also undertake construction projects that principally involve installation

of glass curtain wallsin China.

Founded in Hong Kong in 1989, our automobile glass products are sold to customers in approximately 80 countries and territories,
including China, Hong Kong, the United States, Canada, Australia, New Zealand, countries in the Middle East, Europe, Africa
and Central and South America. Our customers include companies engaged in different businesses, including automobile glass
distributors and manufacturers, wholesalers, automobile repair service providers, motor vehicle manufacturers, construction

companies and furniture and household appliances manufacturers.

BUSINESS REVIEW

Following the impressive performance during the year 2004, the Group continued a remarkable business growth during the
financial year ended 31 December 2005. Our turnover and net profit attributable to equity holders of the Company reached
approximately HK$1,380.8 million and approximately HK$260.1 million, respectively, representing a year-on-year increase of
approximately 34.3%. and approximately 10.3%., as compared with approximately HK$1,028.3 million and approximately
HK$235.8 million, respectively, for the financial year ended 31 December 2004. The compound annual growth rate of the
Group’s turnover and net profit is approximately 31.2%. and 21.0%., respectively, for the five consecutive years ended 31
December 2005.

Our new construction glass product “low-emission coated glass” has become one of our most popular products in 2005. Its
environmentally friendly and energy saving features should capture the emerging demand as a result of the “Eleventh Five Years
Plan” of China.

During the year, we established a subsidiary in Germany for sales expansion to countries in Europe as a part of our worldwide

marketing strategy.

Our new automobile glass and construction glass plants at our Dongguan production complex and our automobile glass plant at
our Wuhu production complex have commenced productions in the first quarter of 2005. The first 700 tonnes high quality float
glass production line has started its trial run in the first quarter of 2006 and the second one of 500 tonnes is expected to start trial

run in the second quarter of 2006.

2005 Annual Report
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Management’s Discussion & Analysis

OPERATIONAL REVIEW

TURNOVER

Our turnover increased by approximately 34.3%. for the financial year ended 31 December 2005, as compared with the financial
year ended 31 December 2004. The increase was principally due to the substantial growth of our automobile glass export sales
to Australia, New Zealand, countries in North America and the Middle East. The increase was principally due to our additional

efforts on business development which brought us with new customers and new purchase orders.

The tables below set forth an analysis of our turnover by products and by geographical regions:—

2005 2004
HK$'000 % HK$'000 %
Turnover
Automobile glass products (Note 1) 990,933 71.8 725,288 70.5
Construction glass products (Note 2) 318,229 23.0 252,860 24.6
Construction contract revenue (Note 3) 71,615 5.2 50,186 4.9
1,380,777 100.0 1,028,334 100.0
Notes:

(1) Includes turnover derived from the sales of automobile glass and complementary automobile rubber and plastic components on original
equipment manufacturing (“OEM") and aftermarket basis.

(2)  Includes turnover derived from the sales of architectural glass products and furniture glass products.

(3) Includes construction fee income received from curtain wall construction projects.

2005 2004
HK$000 % HK$'000 %
TURNOVER
Greater China (Note (a)) 536,685 38.9 463,145 45.0
North America 455,327 33.0 278,247 27.1
Middle East 81,456 5.9 61,092 5.9
Australia and New Zealand 97,236 7.0 56,319 5.5
Europe 84,197 6.1 57,224 5.6
Others (Note (b)) 125,876 9.1 112,307 10.9
1,380,777 100.0 1,028,334 100.0
Notes:

(a) Greater China included China, Hong Kong and Taiwan.

(b)  Other countries included countries in Africa and South America.

XINYI GLASS HOLDINGS LIMITED
8




Management’s Discussion & Analysis

COST OF SALES

Our cost of sales for the financial year ended 31 December 2005 increased by approximately 37.7%. to approximately HK$901.7
million, as compared with the financial year ended 31 December 2004. Such increase was mainly due to our growth in sales.

GROSS PROFIT

Our gross profit for the financial year ended 31 December 2005 was approximately HK$479.0 million, representing an increase
of approximately 28.2%., as compared with the financial year ended 31 Decemeber 2004. The overall gross profit margin slightly
reduced from approximately 36.3%. to approximately 34.7%., which was mainly due to the unexpected time required for the
installation and testing of our new constuction glass production lines at our Dongguan production complex. The longer time
required resulted in slight delay in the timetable for the commencement of the operation of the production facilities and incurred
certain wastage of materials and production time. Nonetheless, the Directors consider that the overall installation and trial
operation process was smoothly implemented with no material difficulty. The aggregate depreciation charge attributed to the
new equipment and buildings at our Dongguan and Wuhu production complexes slightly increased, as part of our direct production
costs which affected our overall gross profit margin.

Compared to the financial year ended 31 December 2004, gross profit margin of sale of our automobile glass products for the
financial year ended 31 December 2005 slightly increased from approximately 39.5%. to approximately 40.2% which was
principally due to the improvement of production efficiency at our Shenzhen, Dongguan and Wuhu production complexes.
During the financial year ended 31 December 2005, our gross profit margin of sales of our construction glass products decreased
from approximately 28.9%. to 21.2% which was principally due to the increase in the depreciation charge and the additional
costs incurred on installation and trial operations of the newly installed plan and equipment for the production of our new

product, “low-emission coated” glass, at our Dongguan production complex.

OTHER REVENUES

Our other revenues were approximately HK$22.9 million for the financial year ended 31 December 2005, as compared to
approximately HK$26.8 million in the financial year ended 31 December 2004. Such decrease was principally due to a deferred
receipt of the government grant in China under the “tax refund on reinvestment” scheme amounted to approximately HK$3.6
million until the commencement of commercial operation of our float glass production lines. The government grant received for
the financial year ended 31 Decemeber 2005 was only approximately HK$13.0 million due to lesser reinvestment amount for the
financial year ended 31 Decemeber 2004, whereas we received approximately HK$20.4 million government grant in the financial
year ended 31 December 2004. In addition, interest income soared by approximately HK$2.7 million due to the deposit of the

listing proceeds derived from our initial public offering in February 2005.

SELLING AND MARKETING COSTS

Our selling and marketing costs increased by approximately 62.6%. to approximately HK$147.5 million for the financial year
ended 31 December 2005. Such increase was principally due to the increase in our other selling expenses from approximately
HK$45.2 million to approximately HK$88.4 million, as some of our new customers required us to bear the transportation costs
and the increase in international sea freight rates. Advertising costs also increased for the principal purpose of exploring new
market and promoting new products, such as our low-emission coated glass products, in the Greater China and other countries
and territories.

2005 Annual Report
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Management’s Discussion & Analysis

ADMINISTRATIVE AND GENERAL EXPENSES

Our administrative and general expenses increased by approximately 27.2%. to approximately HK$71.9 million for the financial
year ended 31 December 2005 which was principally due to an increase in donations of approximately HK$5.0 million, increase
in the bad debt provision of approximately HK$2.5 million and increase in administrative staff costs by our production complexes

in Dongguan and Wuhu of HK$6.0 million incurred for the financial year ended 31 December 2005.

FINANCE COSTS

Our finance costs increased by approximately 79.5%. to approximately HK$2.6 million in the financial year ended 31 December
2005. The increase was principally due to the increase in short-term loans for our working capital before the initial public offering
in February 2005. Interests costs incurred for the acquisition of plant and machinery at our production complexes in Dongguan

and Wuhu have been capitalized as part of our capital expenditure of the Group.

TAXATION

Our taxation was approximately HK$19.5 million in the financial year ended 31 December 2005. Our effective tax rate slightly
increased from approximately 5.8%. to approximately 7.0%. for the financial year ended 31 December 2005 was principally due

to the change in the tax exemption status of one our major operating subsidiaries in China from 100%. to 50%.

EBITDA AND NET PROFIT FOR THE YEAR

During the financial year ended 31 December 2005, the Company’s EBITDA (i.e. earnings before interest, taxation, depreciation
and amortization) reached approximately HK$337.9 million, representing an increase of approximately 17.2%., as compared
with approximately HK$288.4 million for the financial year ended 31 December 2004. The Company’s EBITDA margin, calculated
based on turnover, for the financial year was approximately 24.5%., as compared to approximately 28.1%. for the financial year
ended 31 December 2004.

The net profit attributable to equity holders of the Company for the financial year ended 31 December 2005 was approximately
HK$260.1 million, representing an increase of approximately 10.3%., as compared to the net profit attributable to equity holders
of the Company of approximately HK$235.8 million for the financial year ended 31 December 2004. The net profit margin
decreased from approximately 22.9%. for the financial year ended 31 December 2004 to approximately 18.8%. for the financial
year ended 31 December 2005, principally due to the start up costs and depreciation charges attributed to the new equipment
and buildings in our Dongguan and Wuhu production complexes, and the increase of overseas transportation costs.

DIVIDENDS

We declared interim dividends of HK$46.3 million in 2005 and propose to declare a final dividend of 5.0 HK cent per Share for the
financial year ended 31 December 2005, representing a dividend-pay out ratio of approximately 47.5%. The Directors believe that
this dividend level is appropriate as the overall performance of the Group improved substantially as compared with the financial year
ended 31 December 2004.

XINYI GLASS HOLDINGS LIMITED
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Management’s Discussion & Analysis

NON-CURRENT ASSETS

Our non-current assets increased by approximately 77.7%. to approximately HK$1,629.8 million. Such increase was mainly due
to the acquisition of additional plant and equipment and the down-payments made for the acquisition of plant and equipment

at the production facilities in Dongguan and Wuhu.

TRADE AND OTHER PAYABLES

Our trade and other payables increased from approximately HK$202.3 million as at 31 December 2004 to approximately HK$306.9
million as at 31 December 2005. It was principally due to the increase in capital expenditure payable, representing the amounts

payable to construction contractors and suppliers of equipment for construction and building of float glass production lines.

CAPITAL COMMITMENT

As at 31 December 2005, the Group had capital commitments of approximately HK$161.7 million, which was approximately
HK$11.8 million higher than that as at 31 December 2004. The balance mainly represented the purchases of plant and equipment

for the float glass lines in our Dongguan production complex.

OPERATING LEASES COMMITMENT

As at 31 December 2005, our operating leases commitment was approximately HK$9.6 million, which was approximately HK$3.5
million higher than that as at 31 December 2004. Such increase was due to the new tenancy agreements made in China and
Canada by the Group, of which the unutilised tenancy value amounted to approximately HK$3.8 million and approximately

HK$2.7 million, respectively.

CONTINGENT LIABILITIES

As at 31 December 2005, the Group had no significant contingent liabilities.

CURRENT RATIO

Our current ratio for the financial year ended 31 December 2005 was approximately 1.47, as compared to that of approximately
1.07 in the year 2004. Our current ratio increased because of the increase in trade and bills receivables and inventories which

were consistent with increment in the sales volume during the financial year.

TRADE AND BILLS RECEIVABLES TURNOVER DAYS

Our trade and bills receivables turnover days for the financial year was approximately 74.5 days, which slightly increased from

approximately 67.4 days in the financial year 2004 since we offered longer credit terms to some of our selected customers.

2005 Annual Report
11



Management’s Discussion & Analysis

INVENTRORY TURNOVER DAYS

Our inventory turnover days for the financial year slightly decreased from approximately 84.8 days to approximately 80.8 days in

the financial year 2005 as a result of better control on inventory level to improve cash flow.

NET CURRENT ASSETS

As at 31 December 2005, we had net current assets of approximately HK$246.0 million, as compared with approximately
HK$42.5 million as at 31 December 2004. The increase was principally due to repayment of short term bank borrowings as the

Group had a better financial position for the financial year ended 31 December 2005.

FINANCIAL RESOURCES AND LIQUITY

During the financial year ended 31 December 2005, our primary source of funding included cash generated from operating
activities and credit facilities provided by our principal banks in Hong Kong and China. Net cash inflow from operating activities
amounted to approximately HK$227.7 million (2004: HK$206.8 million) as a result of our working capital management which
generated a net cash surplus from operations. As at 31 December 2005, we had a bank balances and cash of HK$140.9 million
(2004: HK$248.3 million).

As at 31 December 2005, we had a total bank loan of approximately HK$333.9 million, representing a decrease of approximately
44.5 per cent. as compared with the same as at 31 December 2004. Such decrease was principally due to our successful initial
public offering completed in February 2005 which provided us additional funding to mitigate our needs to arrange for short-

term loans with banks.

Our gearing ratio as at 31 December 2005, calculated by dividing the total liabilities by the total assets of our Group as at 31
December 2005, was approximately 27.1%. which reduced from approximately 50.3%. as at 31 December 2004.

PLEDGE OF ASSETS

As at 31 December 2005, bank balance of approximately HK$11.1 million were pledged as collateral for banking facilities of the

Group.

USE OF NET PROCEEDS FROM INITIAL PUBLIC OFFERING

As at the date of this report, a total of approximately HK$700.1 million has been used for the purchase of machinery and
equipment, factory construction and building renovation in our Dongguan production complex and our Shenzhen production

complex. The proposed usage is consistent with the disclosure in the Company’s prospectus dated 24 January 2005.

XINYI GLASS HOLDINGS LIMITED
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Management’s Discussion & Analysis

TREASURY POLICIES AND EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES

Our business transactions are mainly denominated in Renminbi, U.S. dollar and Hong Kong dollar with operations mainly in
China. As at 31 December 2005, our bank borrowings were denominated in Renminbi and Hong Kong dollar with interest
bearing at rates ranging from 4.7 per cent. to 4.9 per cent. per annum. Our exposure to the foreign exchange fluctuations was
minimal and we have not experienced any material difficulties which affect our operations or liquidity as a result of fluctuations
in currency exchange risk. We may use financial instrument for hedging purpose when considered appropriate.

EMPLOYEES AND RENUMERATION POLICY

As at 31 December 2005, we had 4,660 full-time employees of which 4,556 were based in China, 72 in Hong Kong and 30 in
Canada and 2 were based in Germany. We maintain a good relationship with our employees. We provide staff training on
business knowledge including information on the application of our products and to maintain client’s relationship. Remuneration
packages offered to our staff are in line with the prevailing market terms and reviewed on a regular basis. Discretionary bonuses
may be rewarded to employees after assessment of our performance and performance of individual employee.

Pursuant to the applicable laws and regulations, we participated in the relevant defined contribution retirement schemes which
are administrated by the relevant government authorities in China for our staff employed in China. In Hong Kong, we have made
all the required arrangements pursuant to the mandatory provident fund requirements prescribed by the Mandatory Fund Schemes

Ordinance (Chapter 485 of the laws of Hong Kong) for all our employees in Hong Kong.

We have also adopted a share option scheme on 18 January 2005 for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of our operations. The Directors may at their discretion, invite any employees or

Directors and other selected participants as set out in the scheme, to participate in the scheme.

As at the date hereof, an aggregate of 8,520,000 options have been granted to employees of the Group of which 600,000
options have been granted to connected persons of the Company and its subsidiaries, being directors of subsidiaries of the
Company. The exercise price of such options is HK$2.15 and the option holders may exercise the options during the period
between 27 January 2008 and 26 January 2009, provided that the holders are employee of subsidiary of the Company during
the exercising period. If any of the option proposed to be granted hereby shall not have been exercised by the holders before 26
January 2009, the un-exercised option shall lapse, and the holders shall not be entitled to exercise the outstanding Option to

subscribe for any Shares.
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Management’s Discussion & Analysis

BUSINESS OUTLOOK

We enter into a new era following the successful initial public offering completed in February 2005. The initial public offering has
strengthened our shareholders base, enhanced our corporate governance system and increased the financial resources available
for our future business development. We raised from the initial public offering gross proceeds of an aggregate of approximately

HK$835.9 million, following the exercise of the over-allotment option as part of the offering.

Looking ahead, we will leverage our strengths to capture new business opportunities, develop new products and improve the
efficiency of our production activities. We are confident that we will be able to capitalise the surging market demand for both
aftermarket automobile glass and construction glass in China and overseas. In particular, we believe that China automobile glass
market will continue to grow because of the continuous economic development and the increasing number of international
automobile manufacturers establishing their production facilities in China. In order to capture this market trend, we will establish
a business presence in Japan to strengthen our customer base there and build an aftermarket automobile glass plant in Tianjin to
service the northern China market. Upstream vertical integration by way of installing float glass production lines, OEM of automobile

glass and business diversification will continue to be our overall directions in business development.

Amidst the backdrop of the promising market, we will continue to seek for appropriate opportunities to acquire companies in
similar business for our business expansion, vertical or horizontal integration, or achieving synergy effects. From time to time, we

approach potential companies, or are approached by potential companies, for the purpose of forming strategic collaboration.
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Profile of Directors and Senior Management

DIRECTORS

EXECUTIVE DIRECTORS

LEE Yin Yee (O O O ), aged 53, is our Chairman and founder. Mr. LEE Yin Yee has 16 years’ experience in the automobile glass
industry. Prior to establishing our Group, Mr. LEE Yin Yee was involved in the trading of automobile parts. Mr. LEE Yin Yee is a
committee member of The Chinese People’s Political Consultative Conference and an honorary citizen of Shenzhen in the PRC.
Mr. LEE Yin Yee was appointed in December 2003 as the first chairman of Shenzhen Fujian Corporate Association. Mr. LEE Yin
Yee is also the Life Honorary Chairman of the Hong Kong Quanzhou Clans United Association and the Fukienese Association
Limited in Hong Kong. Mr. LEE Yin Yee is the father of Mr. LEE Shing Put, our executive Director. Mr. LEE Yin Yee is also the
brother-in-law of Mr. TUNG Ching Bor, our vice-chairman and executive Director, and brother-in-law of Mr. TUNG Ching Sai, our
chief executive officer and executive Director, and uncle of Mr. LEE Yau Ching, our executive Director. Mr. LEE Yin Yee was

appointed as our executive Director on 25 June 2004.

TUNG Ching Bor (0O O O ), aged 43, is our vice-chairman and chief purchasing officer, responsible for managing our daily
operations and overseeing our purchasing functions. Prior to joining us in January 2000, Mr. TUNG Ching Bor had over 11 years’
experience in automobile parts purchase. Mr. TUNG Ching Bor is a member of The Chinese People’s Political Consultative Conference
Nanping Committee of Fujian Province. Mr. TUNG Ching Bor is the brother-in-law of Mr. LEE Yin Yee, brother of Mr. TUNG Ching
Sai, our chief executive officer and executive Director, and uncle of Mr. Lee Shing Put, our executive director. Mr. TUNG Ching Bor

was appointed as our executive Director on 25 June 2004.

TUNG Ching Sai (O O 0O ), aged 40, is our executive Director and chief executive officer. Mr. TUNG Ching Sai has been with us
for 16 years since our inception in November 1988 and is responsible for overseeing our daily operations. Mr. TUNG Ching Sai is
also a committee member of The Chinese People’s Political Consultative Conference of Fujian Province, a committee member of
The Chinese People’s Political Consultative Conference Nanping Committee of Fujian Province, the Chairman of the Shenzhen
Federation of Young Entrepreneurs, vice president of The Automobile Association of Shenzhen and the Third Shenzhen Municipal
Ten Outstanding Young Entrepreneur. Mr. TUNG Ching Sai is the brother-in-law of Mr. LEE Yin Yee, brother of Mr. TUNG Ching
Bor, and uncle of Mr. Lee Shing Put, our executive director. Mr. TUNG Ching Sai was appointed as our executive Director on 25
June 2004.

LEE Shing Put (O O O ), aged 29, is our executive Director. Mr. LEE Shing Put is the general manager of Xinyi Plastics Products
(Shenzhen) Development Co., Ltd.. Prior to joining us in June 2004, Mr. LEE Shing Put had been engaged in information technology
and investment businesses in Hong Kong and the PRC since 1999. Mr. LEE Shing Put graduated from the Hong Kong University
of Science and Technology in 2000 with a bachelor degree in business administration majoring in finance and economics. Mr. LEE
Shing Put is the son of Mr. LEE Yin Yee, cousin of Mr. LEE Yau Ching, and nephew of Mr. TUNG Ching Sai and Mr. TUNG Ching

Bor. Mr. LEE Shing Put was appointed as our executive Director on 25 June 2004.
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LEE Yau Ching (O O O ), aged 30, is our executive Director and chief operations officer. Mr. LEE Yau Ching is responsible for
planning our overall operations strategy and overseeing Group’s operations in China. Mr. LEE Yau Ching is also the general
manager of both YiDe Glass (Shenzhen) Co., Ltd. and Xinyi Glass Technology (Shenzhen) Co., Ltd. Mr. LEE Yau Ching joined us
in June 1999. Mr. LEE Yau Ching graduated from the Hong Kong University of Science and Technology in 1999 with a bachelor
degree in business administration majoring in finance. Mr. LEE Yau Ching is the son of Mr. LEE Sing Din, one of the controlling
Shareholders (as such term is defined under the Listing Rules) and a nephew of Mr. LEE Yin Yee and a cousin of Mr. LEE Shing Put.

Mr. LEE Yau Ching was appointed as our executive Director on 25 June 2004.

LI Man Yin (O O 0O), aged 51, is our executive Director and has joined us since July 1999. Mr. LI Man Yin is the assistant general
manager of Xinyi Automobile Glass (Shenzhen) Co., Ltd. Prior to joining us, Mr. LI Man Yin has worked at a local transportation
service company in the PRC handling retail sales, and also in the trading of automobile parts industry. Mr. LI Man Yin was

appointed as our executive Director on 25 June 2004.

NG Ngan Ho (O O O ), aged 41, is our executive Director and has joined us since August 2003. Mr. NG Ngan Ho is responsible
for overseeing the financial and purchasing matters in relation to the construction of our Dongguan Production Complex. Mr. NG

Ngan Ho was appointed as our executive Director on 25 June 2004.

NON-EXECUTIVE DIRECTORS

LI Ching Wai (O O O ), aged 48, is our non-executive Director and has been with us since April 2001. Prior to joining us, Mr. LI
Ching Wai has worked in the trading of automobile parts industry. Mr. LI Ching Wai was appointed as our non-executive Director
on 25 June 2004.

SZE Nang Sze (O O 0O ), aged 48, is our non-executive Director and has been with us since April 2001. Prior to joining us, Mr. SZE
Nang Sze has worked in the trading of automobile parts industry. Mr. SZE Nang Sze was appointed as our non-executive Director
on 25 June 2004.

LI Ching Leung (O O O ), aged 50, is our non-executive Director and has joined us since August 2004. Mr. LI Ching Leung was
the assistant general manager of our Wuhu Production Complex. Prior to joining us, Mr. LI Ching Leung has worked in the
trading of automobile parts industry, manufacturing of plastic products and mould industry, and manufacturing of leather
products industry. Mr. LI Ching Leung was appointed as our executive Director on 25 August 2004 and was re-designated as non-

executive Director on 14 September 2005.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

LAM Kwong Siu (0O 0 O ), aged 72, is the vice chairman of BOC International Holdings Limited, the Delegate of the National
People’s Congress, the chairman of Hong Kong Fukien Chamber of Commerce, the vice chairman of Fujian Hong Kong Economic
Co-operation, the treasurer of the Chinese General Chamber of Commerce and the Hong Kong Chinese Enterprises Association
and thus has the appropriate professional expertise required under Rule 3.10(2) of the Listing Rules. Mr. LAM Kwong Siu has also
been the non-executive director of CITIC International Financial Holdings Limited since November 1996, BOC International
Holdings Limited since October 2001, CITIC Ka Wah Bank Limited since January 2002, BOCI Capital Limited since July 2002,
China Overseas Land & Investment Limited since September 2003 and Fujian Holdings Limited since December 2003. Mr. LAM
Kwong Siu was awarded the HKSAR Silver Bauhinia Star in 2003. Mr. LAM Kwong Siu was the non-executive director of Amanda
Wing On Travel Holdings Limited (now known as Wing On Travel (Holdings) Limited), Henderson China Holdings Limited and Lai

Fung Holdings Limited. Mr. LAM Kwong Siu was appointed as our independent non-executive Director on 30 August 2004.

WONG Kong Hon (0O 0O 0O ), aged 63, is a justice of peace in Hong Kong, recipient of Silver Bauhinia Star in year 2002 and an
honorary citizen of Xiamen in the PRC. Mr. WONG Kong Hon is currently a director of a number of companies listed on the Main
Board including Titan Holdings Limited, U-RIGHT International Holdings Ltd. and Tongda Group Holdings Limited. Mr. WONG
Kong Hon is a member of Standing Committee of the 10th Chinese People’s Political Consultative Conference and vice chairman
of the Chinese General Chamber of Commerce. Mr. WONG Kong Hon was appointed as our independent non-executive Director
on 30 August 2004.

WONG Chat Chor Samuel (O 0O O), aged 56, is currently a Barrister-at-Law in Hong Kong and a Chartered Arbitrator. Mr. WONG
Chat Chor Samuel, a member of several arbitration institutions, is a Fellow of the Chartered Institute of Arbitrators, a Fellow of the
Hong Kong Institute of Arbitrators, a member of the Consultative Committee of the Hong Kong International Arbitration Center
and has been the president of the Hong Kong Institute of Arbitrators since 2002. Mr. WONG Chat Chor Samuel is also on the panels
of the Arbitration Commissions of Guangzhou, Suzhou and Huizhou of the PRC. In addition, Mr. WONG Chat Chor Samuel is also
a director of Nan Fung (Singapore) Pte Limited and the chairman of the BPC Group of Companies, Malaysia and Bei Hai LC
Technology Limited. Mr. WONG Chat Chor Samuel is also a member of the Peoples’ Political Consultative Committee of Wenzhou,
Zhejiang, PRC. Mr. WONG Chat Chor Samuel was appointed as our independent non-executive Director on 30 August 2004.

SENIOR MANAGEMENT

Antonio PK. TAM (O O 0O), aged 54, is our head of international business development, president and a director of Xinyi Glass (North
America) Inc. and a director of Xinyi Glass (America) Development Inc.. Mr. Antonio PK. TAM is responsible for planning our development
strategy and overseeing our operation in North America. Prior to joining us in January 1997, Mr. Antonio PK. TAM had more than 13
years' experience in the trading of glass manufacturing machinery. Mr. Antonio PK. TAM obtained a bachelor degree in science from
The Chinese University of Hong Kong in 1974 and a master degree in science from the University of Rochester, U.S. in 1976.

William CHEN (O O 0O ), aged 75, is our senior float glass technology consultant and has joined our Group since March 2003.
Prior to joining our Group, Mr. William CHEN had worked in the glass technology industry for over 35 years. Mr. William CHEN
was granted a special subsidy by the State Council in 1991 for his contribution to glass engineering technology.
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CHEN Shao Yi (O O O), aged 49, is our vice president and has joined our Group since April 2001. Prior to joining our Group, Mr.
CHEN Shao Yi worked at an automobile rubber and plastic components manufacturing company in the PRC. Mr. CHEN Shao Yi
graduated from Qingdao Institute of Chemical Technology in 1987 with a bachelor degree in rubber and plastic engineering, and
is also qualified as a senior engineer.

LAU Sik Yuen (O O O ), aged 39, is our company secretary, chief financial officer and qualified accountant. Prior to joining our
Group in April 2003, Mr. LAU Sik Yuen had fourteen years’ experience in auditing and financial accounting. Mr. LAU Sik Yuen is
responsible for the Group’s financial and treasury strategy and operation. Mr. LAU Sik Yuen had worked for PricewaterhouseCoopers
for five years, and had been the financial controller of a subsidiary of a company listed on the Main Board, for over three years.
Mr. LAU Sik Yuen is a member of the Hong Kong Institute of Certified Public Accountants, a member of the American Institute
of Certified Public Accountants and a certified public accountant in the state of lllinois, U.S.

CHEN Xi (O O ), aged 48, is the general manager of Xinyi Glass Engineering (Dongguan) Co., Ltd., and joined our Group in
March 2003 . Mr. CHEN Xi is responsible for the production and administrative activities of Xinyi Glass Engineering (Dongguan)
Co., Ltd. Mr. CHEN Xi graduated from Sichuan Industrial Institute in 1983 and is qualified as a senior mechanical engineer.

ZHANG Ming (O O ), aged 45, is the general manager of Xinyi Ultra-thin Glass (Dongguan) Co., Ltd. and is responsible for
overseeing and implementing float glass technology and has obtained qualification as a senior engineer. Prior to joining our
Group in February 1998, Mr. ZHANG Ming worked at a float glass plant. Mr. ZHANG Ming graduated from Wuhan Construction
Materials Institute in 1982 with a bachelor degree in construction materials and mechanics.

ZHA Xuesong (0O O O ), aged 34, is the assistant general manager of Xinyi Automobile Glass (Shenzhen) Co., Ltd., overseeing
our automobile glass overseas markets and patterned glass domestic and overseas market. Prior to joining our Group in March
1996, Mr. ZHA Xuesong taught at the Hubei Chinese Medical School for two years, after graduation from Hubei University in
1994 with a bachelor degree in arts. Mr. ZHA Xuesong has also completed the course of Postgraduate Certificate in International
Laws at Shenzhen University in 2002.
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The Company always recognizes the importance of incorporating elements of good corporate governance in the management
structures and internal control procedures, to ensure all business activities and decision-making can be properly regulated.
During the financial year ended 31 December 2005, the Company complied with the applicable Code Provisions in the Code on
Corporate Governance Practices (the “Code") as set out in Appendix 14 to The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) save that the number of meetings of the board of Directors held
during the financial year ended 31 December 2005 was less than the required under the Code as the Directors consider that

three Board meetings held in the financial year effectively dealt with all major matters of the Group during the same period.

BOARD OF DIRECTORS

The board of Directors of the Company (the “Board”) is responsible for preventing the frauds and irregularities, for safeguarding
the assets of the Group and for formulating of business strategies for the Group’s development. The Board currently comprises
seven executive Directors, three non-executive Directors and three independent non-executive Directors. Details of the Directors

are given on pages 15 to 17 of this report.

Seven executive Directors comprise Mr. LEE Yin Yee, Mr. TUNG Ching Bor, Mr. TUNG Ching Sai, Mr. LEE Shing Put, Mr. LEE Yau
Ching, Mr. LI Man Yin and Mr. NG Ngan Ho. Mr. LEE Yin Yee is the father of Mr. LEE Shing Put, and also the brother-in-law of Mr.
TUNG Ching Bor and Mr. TUNG Ching Sai, and the uncle of Mr. LEE Yau Ching. Mr. TUNG Ching Bor is the brother of Mr. TUNG
Ching Sai. Mr. LEE Shing Put is the son of Mr. LEE Yin Yee, cousin of Mr. LEE Yau Ching and nephew of Mr. TUNG Ching Bor and
Mr. TUNG Ching Sai. Mr. LEE Yau Ching is the nephew of Mr. LEE Yin Yee and cousin of Mr. LEE Shing Put. Three non-executive
Directors comprise Mr. LI Ching Wai, Mr. SZE Nang Sze and Mr. LI Ching Leung. Three independent non-executive Directors
comprise Mr. LAM Kwong Siu, Mr. WONG Kong Hon and Mr. WONG Chat Chor Samuel. Where vacancies exist at the Board,
candidates will be proposed and put forward to the Board for consideration and approval, with a view to appointing to the Board

individuals with appropriate capabilities at that time.

Mr. LEE Yin Yee is the Chairman of the Group, and Mr. TUNG Ching Sai is the Chief Executive Officer of the Group. The Chairman
is responsible for managing and providing leadership to the Board. He ensures that the Group has maintained strong and
effective corporate governance practices and procedures. The Chief Executive Officer is responsible for the day-to-day management
of the business of the Group. With the assistance of the Board and other senior management, he closely monitors the operating
and financial results of the Group, identifies the weakness of the operation and takes appropriate steps to remedy, and outlines
the future business plans and strategies of the Group for the Board’s approval.

All three non-executive Directors were appointed for a term of three years, commenced on 1 January 2005. All three independent
non-executive Directors were appointed for a term of three years, commenced on 3 February 2005. All of them meet the
independence criteria and have made annual confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all independent non-executive Directors meet the independence guidelines set out in Rule 3.13 of

the Listing Rules.
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During the financial year 2005, the Board held three board meetings on 18 January 2005, 22 April 2005 and 13 September
2005, respectively, and all Directors had attended the three meetings except Mr. WONG Kong Hon was absent on 22 April 2005.

At least four Board meetings are scheduled for the financial year 2006.

The Board, led by the Chairman, is responsible for the formulation of the overall strategies and objectives, the monitoring and
evaluation of the operating and financial performance, the review of the corporate governance standard, and the supervision of
the management of the Group. The management of the Group is responsible for the implementation of the business strategies
and the day-to-day operations of the Group under the leadership of the Chief Executive Officer. The Directors have full access to
information on the Group. Senior management of the Group also provides the Directors from time to time with information on

businesses of the Group.

MODEL CODES FOR SECURITIES TRANSACTIONS

The Group has adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix 10 of the
Listing Rules (the “Model Code”). The Company have made specific enquires with the Directors and all Directors have confirmed
that they complied with the Model Code throughout the year ended 31 December 2005.

REMUNERATION COMMITTEE

The Remuneration Committee of the Company has five members comprising Mr. LAM Kwong Siu, Mr. WONG Kong Hon, Mr.
WONG Chat Chor Samuel, Mr. LEE Yin Yee and Mr. TUNG Ching Sai. The chairman of the Remuneration Committee is Mr. LAM
Kwong Siu. The primary duties of the Remuneration Committee include reviewing the terms of remuneration packages and
determining the award of bonuses. Its terms of reference are available on request. During the year, a meeting of the Remuneration

Committee was held on 13 September 2005 and all the committee members had attended the meeting.

AUDIT COMMITTEE

The Audit Committee of the Company comprises three independent non-executive Directors, Mr. LAM Kwong Siu, Mr. WONG
Kong Hon and Mr. WONG Chat Chor Samuel. Mr. LAM Kwong Siu is the chairman of the Audit Committee. The Audit Committee
assists the Board to review the financial reporting process, to evaluate the effectiveness of internal control systems, and to
oversee the auditing processes. Its terms of reference are available on request. An audit committee meeting was held on 22 April
2005 throughout the financial year 2005.
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DIRECTOR’S RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The Board acknowledges that it is their responsibility for (i) overseeing the preparation of the financial statements of the Group
with a view to ensuring such financial statements give a true and fair view of the state of affairs of the Group, and (ii) selecting
suitable accounting policies, applying the selected accounting policies consistently, and making prudent and reasonable judgments

and estimates for the preparation of the financial statements of the Group.
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The Directors are pleased to present their report and the audited financial statements of the Group for the year ended 31
December 2005.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding whereas its subsidiaries are principally engaged in the production
and sales of automobile glass products, construction and household glass products and a variety of related products in China.

Particulars of the subsidiaries of the Company are shown in note 8 to the financial statements of the Group.

The analysis of the Group’s performance for the financial year by business and geographical segments is set out in note 5 to the

financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the financial year ended 31 December 2005 are set out in the consolidated income statement on
page 38. During the financial year, an interim dividend of 3.0 HK cents per share, amounting to a total of about HK$46 million,
was paid to Shareholders on 10 October 2005.

The Directors propose the payment of a final dividend of 5.0 HK cents per Share to shareholders whose names appear on the
register of members of the Company on 12 May 2006. Subject to approval of the Directors’ recommendation by Shareholders at
the Annual General Meeting, the final dividend will be paid on 22 May 2006.

The register of members will be closed from Tuesday, 9 May 2006 to Friday, 12 May 2006, both days inclusive, during which
period, no transfer of Shares will be registered. In order to qualify for the final dividend, all Share certificates with completed
transfer forms either overleaf or separately, must be lodged with the Company’s branch share registrars and transfer office in
Hong Kong, Computershare Hong Kong Investor Services Limited, Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Hong Kong not later than 4:00 p.m. on Monday, 8 May 2006.

RESERVES

Movements in the reserves of the Group and the Company during the financial year are set out in note 17 to the financial

statements.

FINANCIAL SUMMARY

A summary of the operating results and of the assets and liabilities of the Group for the last five financial years is set out in the

section headed “Financial Summary” in this report.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group are set out in note 7 to the financial statements.

DONATIONS

Donations by the Group for charitable and other purposes during the financial year amounted to HK$5,306,972 (2004:
HK$283,000).

SHARE CAPITAL

Details of the movements in share capital of the Company are set out in note 16 to the financial statements.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman Islands, share premium amounting to approximately HK$670.7 million is distributable
to shareholders, subject to the condition that immediately following the date on which the distribution or dividend is proposed

to be made, the Company is able to pay its debts as they full due in the ordinary course of business.

As at 31 December 2005, the Company had retained earnings available for distribution to Shareholders amounting to approximately
HK$77.4 million.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s articles of association or the laws of the Cayman Islands,

which would oblige the Company to offer new Shares on a pro-rata basis to the existing Shareholders.
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DIRECTORS

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

EXECUTIVE DIRECTORS

Mr. LEE Yin Yee (Chairman)

Mr. TUNG Ching Bor (Vice chairman)

Mr. TUNG Ching Sai (Chief executive officer)
Mr. LEE Shing Put

Mr. LEE Yau Ching

Mr. LI Man Yin

Mr. NG Ngan Ho

NON-EXECUTIVE DIRECTORS

Mr. LI Ching Wai
Mr. SZE Nang Sze
Mr. LI Ching Leung (re-designated as non-executive Director on 14 September 2005)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LAM Kwong Siu
Mr. WONG Kong Hon
Mr. WONG Chat Chor Samuel

In accordance with article 108 of the Company’s articles of association, Mr. NG Ngan Ho, Mr. LI Ching Leung, Mr. LI Ching Wai and

Mr. SZE Nang Sze will retire by notation and, being eligible, offer themselves for re-election at the Annual General Meeting.

The independent non-executive Directors were appointed for an initial term of three years commencing on 3 February 2005 and
shall continue thereafter until terminated by not less than three month’s notice in writing served by either party on the other.

The Company received the independent non-executive Directors’ confirmations of their independence pursuant to Rule 3.13 of
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). The Company
considered all the independent non-executive Directors are independent.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the forthcoming annual general meeting has entered or has proposed
to enter into any service agreements with the Company or any other member of the Group which is not determinable by the

employer within one year without payment of compensation (other than statutory compensation).

DIRECTORS’ REMUNERATION

The Company’s policies concerning remuneration of the executive Directors are:-

(i) the amount of remuneration is determined on the basis of the relevant executive Director’s experience, responsibility,

workload and the time devoted to the Group;
(i) non-cash benefits may be provided to the executive Directors under their remuneration package; and

(iii)  the executive Directors may be granted, at the discretion of the board of Directors, options pursuant to the Share Option

Scheme, as part of their remuneration package.

Each of the non-executive Directors was appointed by the Company for a term of three years, commenced on 1 January 2005.
None of the non-executive Directors is expected to receive any other remuneration for holding their office as a non-executive

Director.

Each of the independent non-executive Directors were appointed by the Company for a term of three years, commenced on 3
February 2005. Save for the annual remuneration of HK$200,000 for each independent non-executive Director, none of the
independent non-executive Directors is expected to receive any other remuneration for holding their office as an independent

non-executive Director.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to which the Company or its subsidiaries was a financial party and
in which a Director had a material interest, whether directly or indirectly, subsisted at the end of the financial year or at any time

during the financial year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business of the Company

was entered into or existed during the financial year.
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SHARE OPTION SCHEME

Pursuant to a written resolution of the Shareholders passed on 18 January 2005, a share option scheme (the “Share Option

Scheme"”) was approved and adopted.

The purpose of the Share Option Scheme is to provide the Company with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to the Participants (as defined below) and for such other purposes as the

Directors may approve from time to time.

For the purpose of the Share Option Scheme, Participants include (i) any employees (whether full-time or part-time) of the
Company or any of its subsidiaries, associated companies, jointly controlled entities and related companies from time to time
(collectively, the "Extended Group”); (ii) any directors (whether executive directors or non-executive directors or independent
non-executive directors) of the Extended Group; (iii) customers of the Extended Group or any of the subsidiaries or associated

companies of such customers; and (iv) any consultants, professionals and other advisers to each member of the Extended Group.

The total number of Shares which may be allotted and issued upon exercise of all options to be granted under the Share Option
Scheme and any other share option schemes of the Company shall not in aggregate exceed 10 per cent. (the “Scheme Mandate

Limit") of the total number of Shares on the Listing Date.

The Company may seek approval of the Shareholders in general meeting to refresh the Scheme Mandate Limit such that the total
number of Shares in respect of which options may be granted under the Share Option Scheme and other share option schemes
of the Company in issue shall not exceed 10 per cent. (the “Refreshed Limit"”) of the issued share capital of the Company at the

date of approval to refresh such limit.

Notwithstanding the above, the maximum number of the Shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme and any other share option schemes of the Company shall not
exceed 30 per cent. of the total number of Shares in issue from time to time. No option may be granted under the Share Option
Scheme and any other share option schemes of the Company if this will result in the aforesaid 30 per cent. limit being exceeded.

Unless with the approval of the Shareholders in general meeting, the maximum number of Shares issued and to be issued upon
the exercise of the options granted to each Participant (including both exercised and outstanding options) under the Share
Option Scheme and any other share option schemes of the Company in any 12-month period shall not exceed 1 per cent. of the
Shares in issue.

An option must be exercised in accordance with the terms of the Share Option Scheme at any time during a period to be
determined and notified by the Directors to each grantee, with period may commerce from the date of the offer for the grant of
the option is made, but shall end in any event not later than 10 years from the date on which the offer for the grant of the option
is made, subject to the provisions for early termination thereof. An option may be accepted by a participant within 21 days from

the date of the offer for the grant of the option and the amount payable on acceptance of the grant of an option is HK$1.

Unless otherwise determined by the Directors and stated in the offer for the grant of options to a grantee, there is neither any
performance target that needs to be achieved by a grantee before an option can be exercised nor any minimum period for which
an option must be held before it can be exercised.
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The subscription price in respect of each Share issued under the Share Option Scheme shall be a price solely determined by the
Directors but shall not be less than the highest of:

(@) the closing price of the Shares as stated in the daily quotation sheet of the Stock Exchange for trade in one or more broad
lots of the Shares on the date of the offer for the grant, which must be a day on which licensed banks are open for business

in Hong Kong and the Stock Exchange is open for the business of dealing in securities (the “Trading Day”);

(b) the average closing price of the Shares as stated in the daily quotation sheets of the Stock Exchange for the five Trading
Days immediately preceding the date of the offer for the grant; and

(c)  the nominal value of a Share.

The Share Option Scheme will remain in force for a period of 10 years commencing on the date on which the Share Option
Scheme is adopted.

As at the date hereof, an aggregate of 8,520,000 options have been granted to employees of the Group, of which 600,000
options have been granted to connected persons of the Company and its subsidiaries, being directors of subsidiaries of the
Company. The exercise price of such options is HK$2.15 and the option holders may exercise the options during the period
between 27 January 2008 and 26 January 2009, provided that the holders are employee of the Group of during the exercising
period. If any of the options proposed to be granted hereby shall not have been exercised by the holders before 26 January 2009,
the un-exercised Option shall lapse, and the holders shall not be entitled to exercise the outstanding Option to subscribe for any
Shares.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Biographical details of Directors and senior management are set out on pages 15 to 18 of this report.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2005, the interests and short positions of the Directors and chief executive of the Company in the Shares, the
underlying share and debentures of the Company and its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")), as recorded in the register required to be kept by the Company pursuant to section 352 of
the SFO; or as otherwise notified to the Company and the Stock Exchange pursuant to the Divisions 7 and 8 of Part XV of the SFO
(including interest or short positions which the Directors or the chief executives were taken or deemed to have under such
provisions) and the Model Code for Securities Transactions by Directors of Listed Companies (the “Model Code”) contained in

the Listing Rules, were as follows:

THE COMPANY

Long position in the Shares

Percentage of

Number of ordinary the Company'’s

Name of Directors Nature of interest Shares held issued share capital
Mr. LEE Yin Yee Interest of a controlled corporation (Note a) 404,617,500 26.22%
Mr. TUNG Ching Bor Interest of a controlled corporation (Note b) 148,837,500 9.65%
Mr. TUNG Ching Sai Interest of a controlled corporation (Note c) 148,837,500 9.65%
Personal interest 3,060,000 0.20%

Mr. LI Ching Wai Interest of a controlled corporation (Note d) 66,150,000 4.29%
Mr. NG Ngan Ho Interest of a controlled corporation (Note e) 44,100,000 2.86%
Mr. LI Man Yin Interest of a controlled corporation (Note f) 44,100,000 2.86%
Mr. SZE Nang Sze Interest of a controlled corporation (Note g) 60,637,500 3.93%
Mr. LI Ching Leung Interest of a controlled corporation (Note h) 44,100,000 2.86%

Notes:

(@  Mr. LEE Yin Yee's interests in the Shares are held through Realbest Investment Limited (“Realbest”), a company incorporated in the BVI
with limited liability on 2 July 2004 and wholly-owned by Mr. LEE Yin Yee.

(b)  Mr. TUNG Ching Bor's interests in the Shares are held through High Park Technology Limited (“High Park”), a company incorporated in the
BVI with limited liability on 1 July 2004 and wholly-owned by Mr. TUNG Ching Bor.

() Mr. TUNG Ching Sai’s interests in the Shares are held through Copark Investment Limited (“Copark”), a company incorporated in the BVI
with limited liability on 2 July 2004 and wholly-owned by Mr. TUNG Ching Sai.

(d)  Mr. LI Ching Wai's interests in the Shares are held through Goldbo International Limited (“Goldbo”), a company incorporated in the BVI
with limited liability on 2 July 2004 and wholly-owned by Mr. LI Ching Wai.

(e)  Mr. NG Ngan Ho’s interests in the Shares are held through Linkall Investment Limited ("“Linkall”), a company incorporated in the BVI with
limited liability on 2 July 2004 and wholly-owned by Mr. NG Ngan Ho.
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(f) Mr. LI Man Yin's interests in the Shares are held through Perfect All Investments Limited (“Perfect All”), a company incorporated in the BVI
with limited liability on 28 June 2004 and wholly-owned by Mr. LI Man Yin.

(g)  Mr. SZE Nang Sze's interests in the Shares are held through Goldpine Limited (“Goldpine”), a company incorporated in the BVI with
limited liability on 2 July 2004 and wholly-owned by Mr. SZE Nang Sze.

(h)  Mr. LI Ching Leung’s interests in the Shares are held through Herosmart Holdings Limited (“Herosmart”), a company incorporated in the
BVI with limited liability on 1 July 2004 and wholly-owned by Mr. LI Ching Leung.

ASSOCIATED CORPORATIONS

Class and number

of shares held in Approximate

Name of the associated  shareholding
associated corporation Name of Director corporation percentage
Realbest (Note i) Mr. LEE Yin Yee 2 ordinary shares 100%
High Park (Note j) Mr. TUNG Ching Bor 2 ordinary shares 100%
Copart (Note k) Mr. TUNG Ching Sai 2 ordinary shares 100%
Telerich (Note ) Mr. LEE Shing Din 2 ordinary shares 100%
Goldbo (Note m) Mr. LI Ching Wai 2 ordinary shares 100%
Linkall (Note n) Mr. NG Ngan Ho 2 ordinary shares 100%
Perfect All (Note o) Mr. LI Man Yin 2 ordinary shares 100%
Goldpine (Note p) Mr. SZE Nang Sze 2 ordinary shares 100%
Herosmart (Note q) Mr. LI Ching Leung 2 ordinary shares 100%

Notes:

(i) Realbest is wholly-owned by Mr. LEE Yin Yee.

() High Park is wholly-owned by Mr. TUNG Ching Bor.

(k)  Copark is wholly-owned by Mr. TUNG Ching Sai.

() Telerich is wholly-owned by Mr. LEE Shing Din.

(m)  Goldbo is wholly-owned by Mr. LI Ching Wai.

(n)  Linkall is wholly-owned by Mr. NG Ngan Ho.

(o)  Perfect All is wholly-owned by Mr. LI Man Yin.

(p)  Goldpine is wholly-owned by Mr. SZE Nang Sze.

(g)  Herosmart is wholly-owned by Mr. LI Ching Leung.
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Save as disclosed above, as at 31 December 2005, to the knowledge of the Company, none of the Directors or chief executive of
the Company had or was deemed under the SFO to have, any interests or short positions in any of the Shares or the underlying
share and debentures of the Company and any of its associated corporations (within the meaning of Part XV of the SFO) which
was required to be recorded pursuant to section 352 of the SFO, or as otherwise required to be notified to the Company and the
Stock Exchange pursuant to the Divisions 7 and 8 of Part XV of the SFO and the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITION IN SHARES

As at 31 December 2005, the interests and short positions of the persons, other than Directors and chief executive of the
Company, in the Shares and the underlying Shares of the Company, as notified to the Company pursuant to Divisions 2 and 3 of
Part XV of the SFO; or as recorded in the register required to be kept by the Company pursuant to section 336 of the SFO, were

as follows:

THE COMPANY

Long position in the Shares

Percentage of

Name of the Company'’s
Substantial Shareholders Number of Shares held Nature of interest issued share capital
Realbest 404,617,500 Registered and beneficial owner 26.2237%
High Park 148,837,500 Registered and beneficial owner 9.6463%
Copark 148,837,500 Registered and beneficial owner 9.6463%
Telerich Investment Limited (Note) 141,120,000 Registered and beneficial owner 9.1462%

Note: These Shares are registered in the name of Telerich Investment Limited, the entire issued share capital of which is beneficially owned by
Mr. LEE Sing Din, the father of Mr. LEE Yau Ching, who is an executive Director.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARE CAPITAL OF SUBSIDIARIES OF THE
COMPANY

As at 31 December 2005, the persons who are, directly or indirectly, interested in 10 per cent. or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances at general meetings of any other member of the Group (other

than the Company) were as follows:

Class and number

of shares held in Approximate

Name of subsidiary the subsidiary of  shareholding
of the Company Name of shareholder the Company percentage
Xinyi Glass (North America) Inc. Polaron International Inc. 30,000 class A 25%

common shares
Mr. CHAN Chung Shun Alex 20,000 class A 16.7%
common shares

Xinyi Glass (America) Development Inc. Mr. TAM Peng Kuan Antonio 30,000 common shares 25%
Mr. LAU Chee Wai Daniel 20,000 common shares 16.7%
Xinyi Glass (Germany) Limited Mr. Wolfgang Walter WILLNAT 2,000 common shares 20%
Mr. Friedel Wilhelm 1,000 common shares 10%

Alfred Ernst Rudi BEYE
Polaron International Inc. 1,000 common shares 10%

Save as disclosed herein, the Directors are not aware of any persons who were directly or indirectly interested in 10 per cent. or
more of our Shares then in issue, or equity interest in any member of the Group representing 10 per cent. or more of the equity
interest in such company, or who had any interests or short positions in our Shares and underlying share which were disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at 31 December 2005, none of the Directors and their respective associates (as defined in the Listing Rules) had any interest

in a business, which competes or may compete wit the business of the Group.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, or any of its subsidiaries, a party to any arrangements to enable the Directors to
acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any other body corporate and
neither the Directors or the chief executive, nor any of 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.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases for the year attributable to the Group’s major customers and suppliers are as follows:

Sales

- the largest customer 9.5%
- the largest five customers combined 21.7%
Purchases

- the largest supplier 14.4%
- the largest five suppliers combined 44.6%

None of the Directors, their associates or any shareholder of the Company which, to the knowledge of the Directors, owned
more than five per cent. of the Company’s issued share capital, had any interest in the share capital of the Group’s five largest

customers and five largest suppliers.

BANK BORROWINGS

The total borrowings of the Group as at 31 December 2005 amounted to approximately HK$333.9 million (2004: HK$602.1

million). Particulars of the borrowings are set out in note 19 to the financial statements of the Group.

REWARD FOR EMPLOYEES

As at 31 December 2005, we employed over 4,660 employees in China, Hong Kong, Canada and Germany. Our employees are
remunerated with monthly salary, subject to annual review and discretionary bonuses. Our employees are also entitled, subject to
eligibility, to retirement fund and provident fund and to participate in the Share Option Scheme. We place strong emphasis on

nurturing a continuous learning culture amongst the employees and implement a variety of programmes to promote training.

CONNECTED TRANSACTIONS

No significant related party transactions entered into between the Company or its associates and the Group constituted connected

transactions for the financial year ended 31 December 2005.

COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE PRACTICES

In the opinion of the Directors, the Company has complied with the applicable Code Provisons in the Code of Corporate
Governance Practices ('the Code”) as set out in the Appendix 14 to the Listing Rules during the financial year ended 31 December
2005 except the number of meetings of the board of Directors held during the financial year ended 31 December 2005 was less
than the required under the Code as the Directors consider that three Board meetings held in the financial year effectively dealt

with all major matters of the Group during the same period.
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AUDIT COMMITTEE

The Company has established an audit committee, comprising three independent non-executive Directors, with written terms of
reference set out in “A Guide For The Formation Of An Audit Committee” published by the Hong Kong Institute of Certified
Public Accountants adopted as the terms of reference of audit committee with the exception that the audit committee may have
a minimum of two members. The primary duties of the audit committee are to review and supervise the financial reporting
process and internal control system of the Group and to provide comments and advice to the Board. The audit committee has
reviewed the audited financial statements of the Company and audited consolidated financial statements of the Group for the
financial year ended 31 December 2005.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SHARES

There were no purchases, sales or redemptions of the Company’s listed securities by the Company or any of its subsidiaries
during the financial year ended 31 December 2005.

PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors as at the date of this

report, there is sufficient public float or more than 25% of the Shares was held by the public as required under the Listing Rules.

SUBSEQUENT EVENTS

No significant event has taken place subsequent to 31 December 2005.

AUDITORS

The retiring auditors, PricewaterhouseCoopers, have signified their willingness to continue in office. A resolution will be proposed

at the annual general meeting to re-appoint them and to authorise the Directors to fix their remuneration.

ANNUAL GENERAL MEETING

The Annual General Meeting will be held on Friday, 12 May 2006, at Hennessy Room, Level 7, Conrad Hong Kong, Pacific Place,
88 Queensway, Hong Kong, at 10:00 a.m. The notice convening the Annual General Meeting has been published on the newspaper
and has been dispatched with this report.

On Behalf of the Board

LEE Yin Yee

Chairman

Hong Kong, 3 April 2006
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Consolidated balance sheet

As at 31 December 2005

Note 2005 2004
HK$'000 HK$'000
(Restated)
ASSETS
Non-current assets
Leasehold land and land use rights 6 120,785 120,616
Property, plant and equipment 7 1,263,353 636,023
Deposits for property, plant and equipment 232,385 158,067
Available-for-sale financial assets 9 481 —
Investment securities 10 — 472
Interest in an associate 11 11,911 —
Deferred income tax assets 20 852 2,207
1,629,767 917,385
Current assets
Inventories 12 235,215 164,177
Trade and other receivables 13 375,955 276,252
Amounts due from customers for contract work 14 19,211 1,837
Cash and cash equivalents
Pledged 15 11,108 24,618
Unpledged 15 129,779 223,709
771,268 690,593
Total assets 2,401,035 1,607,978
EQUITY
Capital and reserves attributable to the Company’s equity holders
Share capital 16 824,975 30,010
Other reserves 17 122,493 64,723
Retained earnings
- Proposed final dividend 27 77,147 77,147
- Others 722,947 625,106
1,747,562 796,986
Minority interest 2,517 2,132
Total equity 1,750,079 799,118

The notes on pages 41 to 89 are an integral part of these consolidated financial statements.
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As at 31 December 2005

Note 2005 2004
HK$'000 HK$'000
(Restated)
LIABILITIES
Non-current liabilities
Bank borrowings 19 125,583 160,303
Deferred income tax liabilities 20 110 461
125,693 160,764
Current liabilities
Trade and other payables 18 306,916 202,336
Bank borrowings 19 208,340 441,805
Current income tax liabilities 10,007 3,955
525,263 648,096
Total liabilities 650,956 808,860
Total equity and liabilities 2,401,035 1,607,978
Net current assets 246,005 42,497

Total assets less current liabilities 1,875,772 959,882

The notes on pages 41 to 89 are an integral part of these consolidated financial statements.
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Balance sheet

As at 31 December 2005

ASSETS
Non-current assets
Interest in subsidiaries

Deferred income tax asset

Current assets
Due from subsidiaries
Prepayments

Cash and cash equivalents

Total assets

EQUITY
Capital and reserves attributable
to the Company’s equity holders
Share capital
Retained earnings
- Proposed final dividend
- Others

Total equity

LIABILITIES
Non-current liabilities
Accruals and other payables

Total liabilities

Total equity and liabilities

Note 2005
HK$'000

8 820,010
20 127

15 11

902,483

16 824,975

27 77,147
298

902,420

The notes on pages 41 to 89 are an integral part of these consolidated financial statements.
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Consolidated income statement

Sales
Cost of sales

Gross profit

Other revenue

Selling and marketing costs
Administrative expenses

Operating profit
Finance costs

Share of associate’s result

Profit before income tax
Income tax

Net profit for the year

Attributable to:

Equity holders of the Company

Minority interests

Earnings per Share for profit attributable to
the equity holders of the Company

during the year (expressed in Cents per share)

- basic

- diluted

Dividends

The notes on pages 41 to 89 are an integral part of these consolidated financial statements.
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Note

21

21
21

23
11

24

25

26

26

27

38

Year ended 31 December 2005

2005 2004
HK$°000 HK$'000
(Restated)
1,380,777 1,028,334
(901,749) (654,781)
479,028 373,553
22,921 26,827
(147,530) (90,751)
(71,923) (56,532)
282,496 253,097
(2,614) (1,456)
(2) =
279,880 251,641
(19,486) (14,677)
260,394 236,964
260,114 235,835
280 1,129
260,394 236,964
17.3 21.4
N/A N/A

123,435 128,344



Consolidated statement of changes in equity







Notes to the consolidated financial stater!

1 GENERAL INFORMATION
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.1 BASIS OF PREPARATION (Continued)

The adoption of new / revised HKFRS

In 2005, the Group adopted the new / revised standards and interpretations of HKFRS below, which are relevant to its

operations. The 2004 comparatives have been amended as required, in accordance with the relevant requirements.

HKAS 1

HKAS 2

HKAS 7

HKAS 8

HKAS 10

HKAS 16

HKAS 17

HKAS 21

HKAS 23

HKAS 24

HKAS 27

HKAS 28

HKAS 32

HKAS 33

HKAS 36

HKAS 39

HKAS 39 Amendment
HKAS-Int 12 Amendment
HKAS Int 15

HKFRS 3

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in Accounting Estimates and Errors
Events after the Balance Sheet Date

Property, Plant and Equipment

Leases

The Effects of Changes in Foreign Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial Statements

Investments in Associates

Financial Instruments: Disclosures and Presentation

Earnings per Share

Impairment of Assets

Financial Instruments: Recognition and Measurement

Transition and Initial Recognition of Financial Assets and Financial Liabilities
Scope of HKAS-Int 12 Consolidation — Special Purpose Entities
Operating Leases — Incentives

Business Combinations

The adoption of new / revised HKASs 1, 2, 7, 8, 10, 16, 21, 23, 24, 27, 28, 33, 36 and HKAS-Ints 12 and 15 and HKFRS

3 did not result in substantial changes to the Group’s accounting policies. In summary:

— HKAS 1 has affected the presentation of minority interest, share of net after-tax results of associate and other

disclosures.

— HKASs 2, 7, 8,10, 16, 23, 24, 27, 28, 33, 36 and HKAS-Ints 12 and 15 and HKFRS 3 had no material effect on the

Group’s policies.

— HKAS 21 had no material effect on the Group’s policy. The functional currency of each of the consolidated

entities has been re-evaluated based on the guidance to the revised standard. All the group entities have the

same functional currency as the presentation currency for respective entity financial statements.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.1 BASIS OF PREPARATION (Continued)

The adoption of revised HKAS 17 has resulted in a change in the accounting policy relating to the reclassification of
leasehold land and land use rights from property, plant and equipment to operating leases. The up-front prepayments
made for the leasehold land and land use rights are expensed in the income statement on a straight-line basis over the
period of the lease or when there is impairment, the impairment is expensed in the income statement. In prior years,
the leasehold land and land use rights were accounted for at cost less accumulated depreciation and accumulated

impairment.

The adoption of HKASs 32 and 39 has resulted in a change in the accounting policy relating to the classification of
available-for-sale financial assets.

All changes in the accounting policies have bee made in acc