REPORT OF THE DIRECTORS

The directors present their annual report and the audited financial
statements for the year ended 30th September, 2005.

PRINCIPAL ACTIVITIES

The principal activities of the Company are property investment
and investment holding. The principal activities of the Company’s
subsidiaries and jointly controlled entity are set out in notes 16
and 17 to the financial statements respectively.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 30th September, 2005
are set out in the consolidated income statement on page 24.

An interim dividend of HK$0.02 per share amounting to
HK$2,203,588 was paid to the shareholders during the year. The
directors now recommend the payment of a final dividend of
HK$0.10 per share to the shareholders on the register of members
on 29th December, 2005, amounting to HK$11,017,939.

MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity and financial resources

The Group will maintain its conservative financial approach to the
funding and treasury policies. At 30th September, 2005, the
shareholders’ funds were HK$1,464.9 million, an increase of
HK$263.8 million from HK$1,201.1 million at 30th September,
2004. The increase was mainly due to the upward revaluation of
the Group’s investment properties.

At 30th September, 2005, the Group’s total borrowings which
were denominated in Hong Kong dollars were HK$220.9 million, a
decrease of HK$40.1 million from HK$261 million last year. The
decrease was due to repayment of borrowings out of the sales
proceeds from disposal of investment property and net income
from operating activities. The borrowings of HK$77.8 million were
repayable within one year, a decrease of HK$37.1 million from
HK$114.9 million at 30th September, 2004. The remaining
borrowings of HK$143.1 million were due for repayment after one
year but within two years, while at 30th September, 2004,
borrowings of HK$3 million were repayable after one year but
within two years and borrowings of HK$143.1 million were
repayable after two years. At 30th September, 2005, the Group
had outstanding bank overdraft of HK$1.5 million, which carried
interest chargeable at prime rate less a margin, whereas interest
on remaining borrowings of HK$219.4 million was chargeable at
HIBOR plus a margin. At 30th September, 2005, the debt to equity
ratio, based on the Group’s total borrowings of HK$220.9 million
and its net assets value of HK$1,464.9 million, was 15.1% , as
compared with 21.7% on 30th September, 2004. The decrease
was mainly due to the upward revaluation of the Group’s
investment properties as mentioned above.
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REPORT OF THE DIRECTORS (Continued)

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Liquidity and financial resources(Continued)

Certain investment properties of the Group with an aggregate
carrying value of HK$1,554 million were pledged to banks to
secure the general banking facilities granted to the Group.

As at 30th September, 2005, the Group had undrawn banking
facilities of HK$231 million which will provide adequate funding for
the Group’s operational and capital expenditure requirement.

As at 30th September, 2005, the Group had contingent liabilities in
respect of guarantees issued to secure the bank loans to the
extent of HK$15 million granted to the subsidiary of the Group’s
jointly controlled entity. The extent of banking facilities utilised by
the subsidiary of the jointly controlled entity and guaranteed by
the Group at 30th September, 2005 was approximately HK$15
million.

Employees

At 30th September, 2005, the Group had 123 employees and the
employee’s cost including directors’ emoluments for the year
amounted to approximately HK$16.1 million which was slightly
higher than that of last year. There was no change in employment
and remuneration policies of the Group and the Group does not
have any share option scheme for employees.

RESERVES
Movements in the reserves of the Group and the Company during
the year are set out in note 25 to the financial statements.

BORROWINGS
Bank loans and overdrafts and other borrowings repayable within
one year or on demand are classified under current liabilities.
Details of long term borrowings are set out in notes 26 and 27 to
the financial statements. No interest was capitalised by the Group
during the year.

INVESTMENT PROPERTIES

The Group revalued its investment properties at the year end. The
revaluation gave rise to an increase of HK$247 million, which has
been credited to the investment property revaluation reserve.

Details of the investment properties of the Group at the year end
are set out in pages 63 and 64.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group and the Company are set out in note 15 to the financial
statements.
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REPORT OF THE DIRECTORS (Continued)

MAJOR CUSTOMERS AND SUPPLIERS

For the financial year ended 30th September, 2005, the five
largest customers of the Group accounted for less than 30% of the
Group’s turnover. The five largest suppliers of the Group accounted
for approximately 52% of the Group’s total purchases for the year
and purchases from the largest supplier included therein accounted
for approximately 22%.

At no time during the year did a director, an associate of a director
or a shareholder of the Company (which to the knowledge of the
directors owns more than 5% of the Company’s share capital)
have an interest in any of the Group’s five largest suppliers.

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

Mr. Wong Bing Lai

Mr. Wong Tat Chang, Abraham

Mr. Wong Tat Kee, David

Mr. Wong Tat Sum, Samuel

Mdm. Lam Hsieh Li Chen, Linda *

Mr. Li Kwok Sing, Aubrey *

Mr. Sit Hoi Wah, Kenneth *  (appointed on 10th October, 2005)
Mdm. Chan Ho Lai Kuen *  (deceased on 3rd June, 2005)

* Independent non-executive directors

In accordance with the Company’s Articles of Association, Mdm.
Lam Hsieh Li Chen, Linda will retire by rotation from the board at
the forthcoming Annual General Meeting and, being eligible,
offers herself for re-election. Mr. Sit Hoi Wah, Kenneth will retire
from the board at the forthcoming Annual General Meeting and
being eligible, offers himself for re-election.

The term of office for each non-executive director is the period up

to his/her retirement by rotation in accordance with the Company’s
Avrticles of Association.
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REPORT OF THE DIRECTORS (Continued) BEESRFE (B

DIRECTORS’ INTERESTS IN SHARES EBEROER

At 30th September, 2005, the interests of the directors and chief RIZZEZRFNA=TH @ B FREEKY
executives and their associates in the shares of the Company and E352M6Mm R 2 BB MAraasE - sl L AF
its associated corporations as recorded in the register maintained BERETESRGZIFETAUMAARNT REH
by the Company pursuant to Section 352 of the Securities and BEERSAAERATELE BN TEER
Futures Ordinance, or otherwise notified to the Company and The ITEARE R B A LB AN A B R E B
Stock Exchange of Hong Kong Limited pursuant to the Model DALz ERET

Code for Securities Transactions by Directors of Listed Companies,
were as follows:

(a)  Long position interests in the Company (@) MARRBZIFEEZ
Number of ordinary shares
ERRHE
Percentage of
the issued
share capital
Personal Family Other of the Company
Name of director interests interests interests Total AATRERIT
EEME BARES RikfEz HibfEz Foy BARZEDE
(note 1) (note 2)
(PigeE1) (FIEE2)
Wong Tat Chang, Abraham
mEE 450,800 - 56,806,234 57,257,034 52.0%
Wong Tat Kee, David
EEH - - 56,806,234 56,806,234 51.6%
Wong Tat Sum, Samuel
BER - 28,800 56,806,234 56,835,034 51.6%
Lam Hsieh Li Chen, Linda
W e 104,420 - — 104,420 0.1%
(b)  Long position interests in Elephant Holdings Limited (b) MAEARFZHBATIAEITERAF (K
("EHL"), a subsidiary of the Company RIT]) 2 R
Number of ordinary shares
LaRyE
Percentage of
the issued
share capital
Personal Other of EHL
Name of director interests interests Total REITEBT
EEME BARERE HipfEs st BEzE D=
(note 2)
(M=E2)
Wong Tat Chang, Abraham
HEE 10 4,784 4,794 47.9%
Wong Tat Kee, David
EEH - 4,784 4,784 47.8%
Wong Tat Sum, Samuel
EER - 4,784 4,784 47.8%
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REPORT OF THE DIRECTORS (Continued)

DIRECTORS’ INTERESTS IN SHARES (Continued)
Notes:

©! Mr. Wong Tat Sum, Samuel is deemed to be interested in 28,800
ordinary shares of the Company, being the interest held
beneficially by his spouse.

2) Shares included in other interests are beneficially owned by
discretionary trusts of which Messrs. Wong Tat Chang, Abraham,
Wong Tat Kee, David and Wong Tat Sum, Samuel are
beneficiaries and the number of shares in each of the above
companies are duplicated for each of these three directors.

Save as disclosed above, at 30th September, 2005, none of the
directors or chief executives, nor their associates, had any
interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations.

CONNECTED TRANSACTIONS

Details of the related party transactions are set out in note 33 to
the financial statements. As these transactions are exempted
continuing connected transactions, none of these connected
transactions constitutes a discloseable connected transaction as
defined under the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”).

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE
Other than as disclosed in note 33 to the financial statements, 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.

SERVICE AND MANAGEMENT CONTRACTS

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or any
of its subsidiaries which is not determinable by the employing
company within one year without the payment of compensation
(other than statutory compensation).

No contracts of significance concerning the management and
administration of the whole or any substantial part of the business
of the Company or any of its subsidiaries were entered into during
the year or subsisted at the end of the year.

ARRANGEMENTS TO ACQUIRE 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 of
the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.
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REPORT OF THE DIRECTORS (Continued)

SUBSTANTIAL SHAREHOLDERS

At 30th September, 2005, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
Securities and Futures Ordinance showed that, other than the
interests disclosed above in respect of directors, the following
shareholder had notified the Company of relevant interests in the
issued share capital of the Company:

Number of Percentage of the

ordinary shares  issued share capital

Name in the Company of the Company
Madison Profits Limited 22,827,632 (Note) 20.7%

Note: These 22,827,632 shares were taken to be the corporate interests of
Mdm. Kung, Nina pursuant to the Securities and Futures Ordinance.

Save as disclosed above, the Company had not been notified by
any person, not being a director, of interests or short positions in
the shares and underlying shares of the Company as required to
be recorded in the register pursuant to Section 336 of the
Securities and Futures Ordinance.

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s shares during the year.

RETIREMENT BENEFIT SCHEME

The Group operates the mandatory provident fund scheme (“MPF
Scheme”) for all qualifying employees in accordance with the
Mandatory Provident Fund Schemes Ordinance (the “Ordinance”).
The assets of the MPF Scheme are held separately from those of
the Group, in funds under the control of trustees.

The Group’s contributions to the MPF Scheme were calculated at
5% of the employee’s monthly relevant income. Any contributions
which exceed the contributions required under the Ordinance are
paid to the MPF Scheme as voluntary contribution.

Contributions to the MPF Scheme for the year made by the Group
amounted to HK$636,000. At 30th September, 2005, no material
forfeited contribution which arose upon employees leaving the
retirement benefit scheme was available to reduce the contributions
payable in future years.

Save as aforementioned, no retirement benefits were paid or are
payable by the Group in respect of the year.
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REPORT OF THE DIRECTORS (Continued)

LOANS TO ENTITIES

In accordance with rule 13.13 and 13.20 of the Listing Rules, the
directors of the Company reported on details of advances by the
Group to the following entities which exceeded 8% of the
Company’s relevant percentage ratios as at 30th September,
2005, as follows:
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As at 30th September, 2005

RIEZREAR=TH

Attributable Non-interest Committed
interest held bearing  Guarantee  Guaranteed capital
by the Group advances given  loan drawn injection Total
Name of affiliated company KRB REER ATHMER  CBEN  AREA &t
BEARNER 3 A B) EREX HEx (A+B)
HK$'000 HK$ 000 HK$ 000 HK$ 000 HK$'000
BT E¥TT E¥Tr BT BETR
Silver Gain Development Limited (Note 1) (Note 3)
FHNRRARLE (Hit1) 331/3% 59,886 - - - 59,886 (fi3)
Guangzhou Garden Plaza Development Company Limited (Note 2)
BMMREFHEERAT (12 331/3% - 15,000 15,000 - 15,000
Silver Gain Development Limited & its subsidiary
FAERBEROAREREAA 59,886 15,000 15,000 - 74,886
Notes: Bitat

1. The issued share capital of Silver Gain Development Limited is owned by
the following companies in equal shares:

(a) Dynabest Development Inc. which is wholly owned by Pokfulam
Development Company Limited;

(b) Million Global Limited which is wholly owned by China National
Cereals, Oils & Foodstuffs Import & Export Corporation, a state-owned
enterprise and an independent third party; and

(c) Property Trust Guangzhou Investments Limited which is beneficially
owned as to 95% by Mr. Cheng Kai Chiu, Anthony, an independent
third party and 5% by the general public.

2. Guangzhou Garden Plaza Development Company Limited is a wholly
owned subsidiary of Silver Gain Development Limited.

3. This loan has been provided by the Group to the abovenamed entity as
shareholder’s loan which is unsecured and has no fixed repayment terms.
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REPORT OF THE DIRECTORS (Continued)

FINANCIAL ASSISTANCE AND GUARANTEES TO AFFILIATED
COMPANIES

In accordance with rule 13.16 of the Listing Rules, the directors of
the Company reported on details of advances to, and guarantees
given for the benefit of its affiliated companies as at 30th
September, 2005, which in aggregate exceeded 8% of the
Company’s relevant percentage ratios as at 30th September,
2005, as follows:

Attributable

interest held

by the Group

Name of affiliated company KEBfE

BEARNER [Elb R
Disclosed as loans to entities in previous section

RAABRARE 2 TERNER 33'1:%

In accordance with rule 13.22 of the Listing Rules, the unaudited
consolidated balance sheet of Silver Gain Development Limited as
at 30th September, 2005 is set out below:

Non-current assets FEREEE
Current assets B EE

Current liabilities mBAE
Non-current liabilities FERBELE

Net liabilities BEFE

Net liabilities attributable to the Group SEELEEFE

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 30th
September, 2005 with the Code of Best Practice as set out in
Appendix 14 (which was in force prior to 1st January, 2005) of the
Listing Rules. As the Code of Best Practice was replaced by the
Code of Corporate Governance Practice (the “Corporate Governance
Code”), which subject to transitional arrangements became effective
on 1st January, 2005, the Company has taken actions to comply
with the provisions of the Corporate Governance Code.

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules as the code for dealing in securities of the Company by the
directors (the “Model Code”). Having made specific enquiry of all
directors of the Company, the Company confirms that all directors of
the Company have complied with the required standard set out in the
Model Code for the year under review.
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REPORT OF THE DIRECTORS (Continued)

CORPORATE GOVERNANCE (Continued)

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the independent non-executive directors are
independent.

The Company has established a Remuneration Committee on 24th
November, 2005. The Remuneration Committee comprised of
independent non-executive directors, Mr. Li Kwok Sing, Aubrey
and Mr. Sit Hoi Wah, Kenneth and executive director, Mr. Wong
Tat Chang, Abraham (Managing Director) with the terms of
reference based on those set out in Appendix 14 of the Listing
Rules.

AUDIT COMMITTEE

The Company’s audit committee is composed of all the three
independent non-executive directors of the Company. The Audit
Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed
auditing, internal control and financial reporting matters including
the review of the consolidated financial statements for the year
ended 30th September, 2005 with the executive directors.

EMOLUMENT POLICY

The emoluments of employees of the Group were determined on
the basis of their performance, experience and prevailing industry
practices.

The Company determined the emoluments of the directors on the
basis of the market competitiveness, duties and performance.

SUFFICIENCY OF PUBLIC FLOAT
The Company has maintained a sufficient public float throughout
the year ended 30th September, 2005.

AUDITORS

A resolution to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors of the Company will be proposed at the forthcoming
annual general meeting.

On behalf of the Board
Wong Bing Lai
Chairman

Hong Kong, 24th November, 2005
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