The directors present their annual report and the audited financial statements
of the Company and its subsidiaries (hereinafter collectively referred to as the

“Group”) for the year ended 31 December 2005.

The Company is an investment holding company. Its subsidiaries are principally
engaged in the business of providing package tours, travel and other related
services, and hotel operation in Hong Kong and the People’s Republic of China

(the "PRC").

The results of the Group for the year ended 31 December 2005 are set out in

the consolidated income statement on page 39.

An interim dividend of HK2 cents per share amounting to HK$8,752,000 was
paid to the shareholders during the year. The directors now recommend the
payment of a final dividend of HK1.5 cents per share to the shareholders
whose names appear on the register of members of the Company on 24 May

2006.

A financial summary of the Group is set out on page 144.

Particulars of the movements in the share capital of the Company are set out

in note 40 to the financial statements.

Particulars of the convertible notes of the Company are set out in note 37 to

the financial statements.
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In addition to the accumulated profits, under The Companies Act 1981 of
Bermuda (as amended), contributed surplus is also available for distribution.
However, the Company cannot declare or pay a dividend, or make a distribution

out of contributed surplus if:

(@) itis, or would after the payment be, unable to pay its liabilities as they

become due; or

(b) the realisable value of its assets would thereby be less than the aggregate

of its liabilities and its issued share capital and share premium account.

In the opinion of the directors, the reserves of the Company which were
available for distribution to shareholders at 31 December 2005 were

HK$353,092,000 (2004: nil).

Details of movements during the year in the property, plant and equipment

of the Group are set out in note 16 to the financial statements.

Details of revaluation of the investment property of the Group as at 31

December 2005 are set out in note 17 to the financial statements.

Particulars of the properties of the Group as at 31 December 2005 are set out

on pages 146 to 148 of the annual report.
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The directors of the Company during the year and up to the date of this

report are:

Executive Directors:

Mr. Yu Kam Kee, Lawrence B.B.S., M.B.E., J.P (Chairman)
Mr. Cheung Hon Kit (Managing Director)

Dr. Yap, Allan

Mr. Chan Pak Cheung, Natalis

Mr. Lui Siu Tsuen, Richard

Ms. Luk Yee Lin, Ellen

Non-Executive Director:

Mr. Chan Yeuk Wai (Honorary Chairman)

Independent Non-Executive Directors:

Mr. Kwok Ka Lap, Alva
Mr. Sin Chi Fai
Mr. Wong King Lam, Joseph

In accordance with Bye-Law 99 of the Company’s Bye-Laws, Mr. Yu Kam Kee,
Lawrence, Mr. Chan Pak Cheung, Natalis and Mr. Kwok Ka Lap, Alva will
retire by rotation and, being eligible, offer themselves for re-election at the

forthcoming annual general meeting.

Independent non-executive directors have been appointed for a term subject

to retirement by rotation as required by the Company’s Bye-Laws.

Mr. Chan Yeuk Wai and Ms. Luk Yee Lin, Ellen have tendered their resignation
notices to the Company and shall cease to be director of the Company with

effect from 1 May 2006.
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None of the directors being 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 Group within one year without

payment of compensation other than statutory compensation.

During the year, the Group had transactions with certain directors of the
Company and certain companies in which directors of the Company have

interests, details of which are set out in note 52 to the financial statements.

Save as disclosed above, 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.

As at 31 December 2005, none of the directors or chief executive of the
Company had any interests or short positions in the shares, underlying shares
or debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFO")) which
are required (a) to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they are taken
or deemed to have under such provisions of the SFO); or (b) pursuant to
section 352 of the SFO, to be entered in the register referred to therein; or (c)
pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers in the Rules Governing the Listing of Securities on the Stock Exchange

to be notified to the Company and the Stock Exchange.
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The share option scheme of the Company (the “Scheme”), which was
approved and adopted by its shareholders on 3 May 2002, is valid and effective

for a period of 10 years after the date of adoption.

The purpose of the Scheme is to enable the Company to grant options to
employees, executives or officers of the Company or any of its subsidiaries
(including executive and non-executive directors of the Company or any of its
subsidiaries) and any suppliers, consultants, agents or advisers who will
contribute or have contributed to the Company or any of its subsidiaries as
incentives and rewards for their contribution to the Company or such

subsidiaries.

Subject to the condition that the total number of shares which may be issued
upon the exercise of all outstanding options granted and to be exercised
under the Scheme and any other schemes of the Company must not exceed
30% of the shares of the Company in issue from time to time, the total
number of shares in respect of which options may be granted under the
Scheme, when aggregated with any shares subject to any other schemes, is
not permitted to exceed 10% of the shares of the Company in issue on the

date of approval and adoption of the Scheme.

As at the last annual general meeting of Company held on 27 May 2005, an
ordinary resolution was passed to amend the Scheme so that the Scheme sets
out that when determining the “refreshed” 10% limit under the Scheme as
at the date of approval of the limit, options previously granted (i.e. before the
date of approval of the limit) under the Scheme and any other share option
schemes of the Company (including those outstanding, cancelled, lapsed in
accordance with the schemes or exercised options) will not be counted for

the purpose of calculating the limit as “refreshed”.
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The number of shares in respect of which options may be granted under the
Scheme and other share option scheme(s) of the Company to any individual
in aggregate in any 12 month period is not permitted to exceed 1% of the
shares of the Company in issue, without prior approval from the Company’s

shareholders.

Where any grant of options to a substantial shareholder or any independent
non-executive director of the Company, or any of their respective associates
(as defined in Rule 1.01 of the Listing Rules), would result in the number of
shares issued and to be issued upon exercise of all options already granted
and to be granted to such person in any 12 month period up to and including

the date of the grant:

(i)  representing in aggregate over 0.1% of the shares in issue, and

(i)  having an aggregate value, based on the closing price of the shares of

the Company on the date of grant in excess of HK$5 million,

such grant of option shall be subject to prior approval of the shareholders of
the Company who are not connected persons of the Company as defined in

the Listing Rules.

Option granted must be taken up within 30 days of the date of offer. The
consideration payable for the option is HK$1. Options may be exercised at
any time from the date of acceptance of the share option to such date as
determined by the board of directors but in any event not exceeding 10 years.
The exercise price is determined by the directors of the Company and will not
be less than the higher of (i) the average closing price of the shares for the
five business days immediately preceding the date of grant, (ii) the closing
price of the shares on the date of grant or (iii) the nominal value of the shares

of the Company.
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No options have been granted since the adoption of the Scheme.

The total number of securities available for issue under the Scheme is
43,758,610 shares representing approximately 10% of the issued share capital
of the Company as at the date of this report.

Save as disclosed above, none of the directors or their spouses or children
under the age of 18 had any right to subscribe for securities of the Company,
or had exercised any such right during the year; and at no time during the
year was the Company or any of its subsidiaries a party to any arrangement
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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Interests of directors of the Company in competing businesses as at 31
December 2005 required to be disclosed pursuant to Rule 8.10 of the Listing

Rules were as follows:

Name of director

By

Mr. Yu Kam Kee, Lawrence

RBALL

Mr. Cheung Hon Kit
REGEE

Name of entity which
businesses are considered
to compete or likely to
compete with the
businesses of the Group
HEBPRAERER
ZEBERBMERTEE
FHREMCERERE

Fung Choi Properties Limited

EREXERAR

City Champ Limited

RIEBRAA

Oceanpass Holdings Ltd.
and its subsidiaries

BEERERAR
REMBAR

A non wholly-owned subsidiary
of China Strategic Holdings Limited
PREBERAFZHLZEMBAF

Cheung Tai Hong Holdings
Limited ("CTHH") and its
subsidiaries

HROTEEERAA ([HZET])
REMBLF

China Development Limited

hEERER AR

T~

Description of

businesses of the entity

which are considered

to compete or likely to

compete with the

businesses of the Group

HEBBRARSIEE
ZEBEBRFERTE
BTz EEEHLR

Property investment in
Hong Kong
REBNEHERE

Property investment in
Hong Kong
REENEHERE

Property investment in
Hong Kong
REALSERE

Property business in
the PRC
B EEE

Property development

and investment in

Hong Kong and the PRC

REERTAENSE
BRIEE

Property investment in
Hong Kong
REALSERE

REBELETHRANES10FERERRREER _TFT
hAE+-A=+t—"BARABFUEREE RN

Nature of interest of
the director in the entity

ExnzEB RatE

Director and Substantial Shareholder

EERIEME

Director and Substantial Shareholder

EERIERR

Director and Substantial Shareholder of

Oceanpass Holdings Ltd.
BEERERARCEESREERE

Director

2%

Chairman of CTHH and Director

of its subsidiaries

RETZIRRAMBARZES

Director and Shareholder

EEIER



Name of entity
which businesses
are considered

Description of
businesses of the entity
which are considered to

Name of director

EEnR

Dr. Yap, Allan
Yap, Allant§ £

Mr. Lui Siu Tsuen, Richard
BRREAE

to compete or likely to
compete with the
businesses of

the Group
HEBWRAERER
ZEBERBMERTTEE
EREHCEREE

Artnos Limited
HEERRT]
Co-Forward Development Ltd.
BRERERAR
Orient Centre Limited
RABRAF

Super Time Limited
BRERAH

Asia City Holdings Ltd
THEEERAR
Supreme Best Ltd.

Supreme Best Ltd.

China Strategic Holdings Limited
("CSH") and its subsidiaries
PREBERAF ([PHREE])

REMBAR

China Strategic Holdings
Limited and its subsidiaries
FREBERDAIRENBAR

compete or likely to
compete with the
businesses of

the Group
HEBWRAELER
ZEBERFHRATRE
AREMHCERER

Property investment in
Hong Kong
REAUSHERE

Property investment in
Hong Kong
REAUEHERE

Property investment in
Hong Kong
REBREMERE

Property investment in
Hong Kong
REALEERE

Property investment in
Hong Kong
REBNEHERE

Property investment in
Hong Kong
BB EHERE

Property business in
the PRC
B EE

Property business in
the PRC
B S ERET

Nature of interest of
the director in the entity

ExnzER RENE

Director and Shareholder

BEIER

Director and Shareholder

EERERR

Shareholder

R

Director and Shareholder

EERERR

Director and Shareholder

EERERR

Shareholder

BR

Vice Chairman of CSH

TREEZETR

Alternate Director to Dr. Yap,
Allan, Vice Chairman of CSH
FIREBEERYap, AlanBL 2z

BHES



As at 31 December 2005, so far as was known to the directors or chief executive
of the Company, the following persons (other than directors or chief executive
of the Company) had an interest or short position in the shares and underlying
shares which would fall to be disclosed to the Company under the provisions

of Divisions 2 and 3 of Part XV of the SFO:

Interests in the shares
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Approximate

Long position/ Nature Number of percentage of

Name of shareholder short position Capacity of interest shares held shareholding

BREREB R/ KE &4 REREE FEROEE REZBABEDTLL

China Strategic Holdings Long position Interest of controlled Corporate interest 121,386,481 27.74%
Limited corporations

RREEBRAA Ha XEbI ARz R Gl 121,386,481 27.74%

China Enterprises Limited Long position Interest of controlled Corporate interest 121,386,481 27.74%
corporation

China Enterprises Limited e BRI AR s NRlERE 121,386,481 27.74%

Million Good Limited Long position Beneficial owner Corporate interest 121,386,481 27.74%

Million Good Limited e BEEEAA NGl £ 121,386,481 27.74%

Note: Million Good Limited (“Million Good") is a wholly-owned subsidiary of China
Enterprises Limited (“CEL"), whose shares are traded on the OTC Bulletin
Board in the United States of America, which in turn is a company owned as
to approximately 55.22 % effective equity interest and approximately 88.79%
effective voting interest by CSH. CSH and CEL are deemed to be interested
in 121,386,481 shares held by Million Good by virtue of the SFO.

Save as disclosed above, as at 31 December 2005, the directors or chief
executive of the Company were not notified of any other persons who had
interests or short positions in the shares, underlying shares or debentures of
the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which would be required to be disclosed to the Company
and the Stock Exchange pursuant to Part XV of the SFO.
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Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the year ended 31

December 2005.

There are no provision for pre-emptive rights under the Company’s Bye-Laws
although there are no restrictions against such rights under the laws in

Bermuda.

The aggregate amount of purchases and turnover attributable to the Group’s
five largest suppliers and customers were less than 30% of the total value of

the Group’s purchases and turnover respectively.

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

has maintained sufficient public float as required under the Listing Rules.

During the year, the Group made charitable donations amounting to

HK$41,000.
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Details of the significant post balance sheet events are set out in note 51 to ~ FEA4E B4 B1E 2 FI5E NP IEREMFEST -

the financial statements.

A resolution will be submitted to the annual general meeting of the Company ~ EEE€BRARRRRBAFAS LIRS EBEE
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.  Ejef= R S:1EITT AR FHXEM 2 RE %=

On behalf of the Board REREFE
Yu Kam Kee, Lawrence EN:3
Chairman REFE

Hong Kong, 31 March 2006 B ZEENF=ZA=1+—H



