Report of the Directors EE2# %

50

The Directors submit their report together with the audited
financial statements of the Group for the year ended 31
December 2005.

CHANGE OF COMPANY NAME IN CHINESE AND
REGISTERED OFFICE

The Company changed its company name in Chinese to £ &
B ABR A A on 28 September 2005 and its registered office to
Suite 2707-8, One Exchange Square, 8 Connaught Place, Central,
Hong Kong on 6 June 2005.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the principal subsidiaries are set out in
note 17 to the financial statements.

SEGMENT INFORMATION

An analysis of the Group’s performance, asset and liabilities for
the year by business segments is set out in note 5 to the financial
statements.

RESULTS
The results of the Group for the year are set out in the
consolidated profit and loss account on page 59.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2005, the aggregate turnover
attributable to the Group’s five largest customers accounted for
approximately 65.2% of the Group’s total turnover and the
turnover attributable to the Group’s largest customer was
approximately 22.8% of the Group'’s total turnover.

For the year ended 31 December 2005, the aggregate purchases
attributable to the Group’s five largest suppliers accounted for
approximately 32.5% of the Group’s total purchase and the
purchase attributable to the Group’s largest supplier was
approximately 8.3% of the Group’s total purchases.

None of the Directors, their Associates or any Shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company’s share capital) had any interest in any of the Group’s
five largest customers or suppliers noted above.

DIVIDEND

The Directors do not recommend the payment of a dividend for
the year.
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RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in the Consolidated Statement of
Changes in Equity and note 29 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of
the Group and the Company are set out in note 14 to the
financial statements.

PRINCIPAL PROPERTY
Details of the principal property of the Group held for investment
purposes are set out in note 15 to the financial statements.

DONATIONS
The Group did not make any charitable donation for the year.

SHARE CAPITAL
Details of the share capital of the Company are set out in note
28 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2005,
calculated under section 79B of the Companies Ordinance,
amounted to HK$52,576,000 (2004: HK$60,982,000).

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial periods is set out on pages 127
to 128.

PURCHASE, SALE OR REDEMPTION OF COMPANY'S
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the
year.
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SHARE OPTION SCHEME
The old share option scheme adopted on 29 December 1997

was terminated on 3 June 2005.

The Scheme was adopted on 5 June 2005. The key terms of the

Scheme are summarized below:—

(i)

(ii)

(iii)

(iv)

The purpose of the Scheme is to enable the Company to
grant options to selected participants as incentives or
rewards for their contribution or potential contribution to
the growth and development of the Group;

The participants of the Scheme include any employee or
officer (whether full time or part time, and including any
executive Director but excluding any non-executive Director
and independent non-executive Director) of any company
within the Group or any Invested Entity (as defined in the
Scheme);

The total number of Shares available for issue under the
Scheme is 7,200,000 which represent 10% of the existing
issued share capital of the Company as at the date of
adoption of the Scheme;

The total number of Shares which may be allotted and
issued upon exercise of all options to be granted under the
Scheme and any other share option scheme of the Group
must not in aggregate exceed 10% of the Shares in issue
as at the date of adoption of the Scheme unless approval
from the Company’s Shareholders has been obtained. The
number of Shares which may be allotted and issued upon
exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other share option
schemes of the Group must not in aggregate exceed 30%
of the Shares in issue from time to time. No option may be
granted under the Scheme or any other share option
scheme of the Group if such grant would result in the 30%
limit being exceeded;
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(vii)

Unless approved by the Shareholders in general meeting,
the total number of Shares issued and to be issued upon
exercise of all options granted to any Eligible Participant (as
defined in the Scheme) under the Scheme and any other
share option scheme (including both exercised and
outstanding options) in any 12-month period during which
an option is exercised by the grantee, shall not exceed 1%
of the total number of Shares for the time being in issue.
Any grant of options to a substantial Shareholder or any of
their respective Associates in aggregate more than 0.1% of
Shares in issue, and having an aggregate value, based on
the closing price on the date of such grant, in excess of
HK$5 million, must be approved by the Shareholders in
general meeting;

An option may be exercised in accordance with the terms
of the Scheme at any time during a period (which may not
expire later than 10 years from the date of grant) to be
notified by the Board to each grantee. Unless otherwise
determined by the Board at its sole discretion, there is no
requirement on the minimum period for which any option
granted or to be granted must be held or the performance
targets which must be achieved before the option can be
exercised;

A non refundable remittance of HK$10 by way of
consideration for the grant of an option is required to be
paid by each grantee upon acceptance of the option;

(viii) The subscription price payable upon exercising any particular

option granted under the Scheme is determined based on a
formula: P = N x Ep, where “P" is the subscription price;
“N" is the number of Shares to be subscribed; and “Ep” is
the exercise price of the highest of (a) the nominal value of
a Share on the date of offer; (b) the official closing price of
Shares as stated in the daily quotation sheets of the Stock
Exchange on the date of offer; and (c) the average of the
official closing prices of Shares as stated in the daily
quotation sheets of the Stock Exchange for the five business
days immediately preceding the date of offer and as
adjusted pursuant to the clauses of the Scheme; and
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(ix)

As at

The life of the Scheme is until the tenth anniversary of the
adoption date of the Scheme or the date on which the
Scheme is terminated by resolution of the Shareholders in
general meeting, whichever is earlier.

31 December 2005, no share option was issued, exercised,

cancelled, lapsed or outstanding.
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Notes:
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Appointed as an executive Director on 1 March 2005.

Appointed as an executive Director on 18 February 2005.
Appointed as an independent non-executive Director on 18
February 2005 and redesignated as an executive Director on 8
November 2005.

Appointed as an independent non-executive Director on 6 October
2005.

Resigned as an executive Director on 18 February 2005.

Resigned as an independent non-executive Director on 18 February
2005.

Resigned as an independent non-executive Director on 31 March
2005.
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In accordance with Article 110 of the Articles of Association, Dr.
Allen LEE Peng Fei, J.P. retires at the forthcoming AGM and,
being eligible, offers himself for re-election.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of Directors and senior management
are set out on pages 16 to 21.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
AGM has a service contract with the Company which is not
determinable by the Company within one year without payment
of compensation, other than statutory compensation.

COMPETING BUSINESS

As at 31 December 2005, none of the Directors nor his/her
Associates was interested in any business which competes or is
likely to compete, either directly or indirectly, with the business
of the Group.

DIRECTORS’ AND CHIEF EXECUTIVE's INTERESTS IN
SECURITIES

Details of Directors’ and chief executive’s interests in securities
are set out on page 38 in the “Corporate Governance Report”.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN

SECURITIES
Details of Substantial Shareholders’ interests in securities are set
out on page 47 in the "Corporate Governance Report”.

DIRECTORS’ INTERESTS IN CONTRACTS AND
MANAGEMENT CONTRACTS

Other than those contracts disclosed in “Related Party
Transactions” as set out in note 33 to the financial statements,
no contracts of significance in relation to the Group’s business
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 year-end or at any
time during the year.
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CORPORATE GOVERNANCE

The Company is committed to maintaining high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out on
pages 22 to 49 in the “Corporate Governance Report”.

EVENT AFTER THE BALANCE SHEET DATE
The event after the date of Balance Sheet of the Group is set
out in note 35 to the financial statements.

AUDITORS

The financial statements have been audited by
PricewaterhouseCoopers, the existing Auditors of the Company,
who were first appointed on 19 July 2004 in place of Grant
Thornton, retire and, being eligible, offer themselves for re-
appointment at the forthcoming AGM.

By order of the Board

Datuk LIM Chee Wah
Chairman

Hong Kong, 13 April 2006
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