Directors’ Report

The directors present their annual report and the audited financial statements
for the year ended 31st December, 2005.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities of its

principal subsidiaries are set out in note 37 to the financial statements.

RESULTS AND APPROPRIATIONS

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

the consolidated income statement on page 36.

In the opinion of the directors, the Company'’s reserves available for distribution
represented retained profits with an amount of HK$82,899,000 at 31st
December, 2005 (2004: HK$81,919,000).

The directors recommend the payment of a final dividend of approximately
HK$7.9 million representing HK$0.01 (2004: Nil) per share, payable to
shareholders of the Company whose names are on the register of members on
1st June, 2006.

SHARE CAPITAL

Pursuant to a share placing agreement dated 1st February, 2005, the Company
issued a total of 102,800,000 ordinary shares of HK$0.01 each at a price of
HK$0.255 per share in February 2005. The net proceeds from the share placing
was HK$25.8 million of which HK$23.1 million was used to repay the secured
borrowings from a fellow subsidiary and the remaining balance was used as

general working capital of the Group.

Details of the above and other movements in the share capital of the Company

are set out in note 28 to the financial statements.
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INVESTMENT PROPERTIES

During the year, the Group disposed of investment properties with carrying
amount of approximately HK$5.4 million at a consideration of approximately
HK$9.0 million.

The Group's investment properties were revalued at 3 1st December, 2005 by
an independent firm of professional property valuers, on an open market value

basis. Details are set out in note 17 to the financial statements.

A summary of the investment properties held by the Group at 31st December,

2005 is set out on page 87.
DIRECTORS AND DIRECTORS' SERVICE CONTRACTS

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

were:
Executive directors:

Mr. Aaron Tam, Chong-cheong (Chairman)
Mr. Leung, Wing-pong (Chief Executive Officer)
Mr. Kong, Chi-ming (Deputy Chairman) (appointed on 22nd July, 2005)

Ms. Jackie Shek, Lai-ping (resigned on 22nd July, 2005)

Independent non-executive directors:

Mr. Leung, Yun-fai
Mr. Lam, Yat-fai
Dr. David Chain, Chi-woo

In accordance with clauses 86(2) and 87(2) of the Company's bye-laws, Mr.
Aaron Tam, Chong-cheong, Mr. Kong, Chi-ming and Mr. Leung, Yun-fai will retire
at the forthcoming annual general meeting and, being eligible, offer themselves

for re-election.
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DIRECTORS AND DIRECTORS' SERVICE CONTRACTS
(cont'd)

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

to his retirement as required by the Company's bye-laws.

None of the directors being proposed for re-election at the forthcoming annual
general meeting has any 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.

DIRECTORS' INTERESTS IN SHARES AND SHORT
POSITION

At 31st December, 2005, none of the directors, chief executives nor their
associates, had any interests or short position in any shares, underlying shares
or rights to subscribe for the securities of the Company and its associated
corporations, as recorded in the register maintained by the Company under
Section 352 of the Securities and Futures Ordinance (the “SFQO"), or otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”) contained in the Rules

Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).
SHARE OPTION SCHEME

The Company has adopted a share option scheme on 15th February, 2002 (the
"2002 Scheme") for which the details are set out in note 29 to the financial

statements.

No options were outstanding at 3 1st December, 2005 under the 2002 Scheme.

No options were granted, exercised, cancelled or lapsed during the year.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option scheme as disclosed above, at no time during the
year was the Company, its holding companies or any of its subsidiaries or fellow
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 debt securities

(including debentures) of, the Company or any other body corporate.
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Directors’ Report

DISCLOSEABLE INTERESTS AND SHORT POSITION
OF SHAREHOLDERS UNDER THE SFO
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As at 31st December, 2005, the following parties were recorded in the register
kept by the Company under section 336 of the SFO as being directly or indirectly

interested or deemed to be interested in 5% or more of the issued share capital
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of the Company:

Long position in shares

B 2N 500 8% LA £ 2

RO ZERE
Number of Percentage of
Name of Shareholder Shares Capacity Note shareholding
BREEE ROEHE S4 B BEED %
Million Point Limited 170,000,000  Beneficial owner 1 21.41
EmEAA
Cosmos Success Limited 170,000,000 Interest of a controlled corporation 1 21.41
N o v s
Chinese Estates, Limited 170,000,000 Interest of a controlled corporation 1 21.41
EABEEBRAA gk NGl
Luckpoint Investment Limited 76,877,685  Beneficial owner 2 9.68
HHICEBR AT BEmEAA
China Entertainment and Land Investment 76,877,685 Interest of a controlled corporation 2 9.68
Company, Limited SNl £
FERESEFR AR
Paul Y. Holdings Company Limited 150,981,076  Beneficial owner and interest of 3&4 19.01
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DISCLOSEABLE INTERESTS AND SHORT POSITION RIEE 75 N
OF SHAREHOLDERS UNDER THE SFO (cont'd) ; )

Name of Shareholder

REREE

Chinese Estates Holdings Limited

Mr. Joseph Lau, Luen-hung
DA

Global King Ltd.

GZ Trust Corporation

Hutchison International Limited

ML EEERAR

Hutchison Whampoa Limited
MEEHBERAA

Cheung Kong (Holdings) Limited
RIB%¥ (5H) GRAF

Mr. Li Ka-shing

FERWALE

Number of

Shares

R EE

397,858,761

397,858,761

397,858,761

397,858,761

100,887,912

100,887,912

100,887,912

100,887,912

s2
Az
Z R
Capacity
514

Interest of controlled corporations
RS ARz ER

Interest of a controlled corporation
REHIRR 2w

Interest of a controlled corporation
RS ARZER

Interest of a controlled corporation
REHIAR

Beneficial owner and interest of
controlled corporations

EalEBARREN DR 2 ER

Interest of controlled corporations
RESI ARz ER

Interest of controlled corporations
REHIAR

Founder of discretionary trusts and

interest of controlled corporations

EREFEZAIZARZES
AAZ s

“EERFFHR ECEARAR

Percentage of
Note shareholding
M=E REBSE®%

1,2,3&4 50.10
5 50.10
6 50.10
6 50.10
7 12.70
7 12.70
7 12.70
7 12.70
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DISCLOSEABLE INTERESTS AND SHORT POSITION
OF SHAREHOLDERS UNDER THE SFO (cont'd)

RIEES MR RD JZE)%?&?%

Number of Percentage of
Name of Shareholder Shares Capacity Note shareholding
REAM ROBE S ME REBDL%
Li Ka-Shing Unity Trustcorp Limited 100,887,912  Trustee and beneficiary of trust 7 12.70
EREAREGEFRZEREA
Li Ka-Shing Unity Trustee Corporation Limited 100,887,912  Trustee and beneficiary of trust 7 12.70
BERARERZE®EA
Li Ka-Shing Unity Trustee Company Limited 100,887,912  Trustee 7 12.70
EFEA

Notes:

1. Million Point Limited (“Million Point") was the beneficial owner of 170,000,000
shares. Each of Chinese Estates Holdings Limited (“Chinese Estates”), Chinese
Estates, Limited and Cosmos Success Limited was deemed to be interested in the
same parcel of shares in which Million Point was interested since Chinese Estates
owned the entire issued share capital of Chinese Estates, Limited, which in turn
owned the entire issued share capital of Cosmos Success Limited, which in turn

owned the entire issued share capital of Million Point.

2. Luckpoint Investment Limited (“Luckpoint”) was the beneficial owner of 76,877,685
shares. Each of Chinese Estates and China Entertainment and Land Investment
Company, Limited (“CELI") was deemed to be interested in the same parcel of
shares in which Luckpoint was interested since Chinese Estates owned the entire
issued share capital of CELI, which in turn owned the entire issued share capital of

Luckpoint.
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DISCLOSEABLE INTERESTS AND SHORT POSITION
OF SHAREHOLDERS UNDER THE SFO (cont'd)

3.

Paul Y. Holdings Company Limited (“Paul Y.") was the beneficial owner of
113,818,911 shares. Chinese Estates was deemed to be interested in the same
parcel of shares in which Paul Y. was interested since Chinese Estates owned the

entire issued share capital of Paul Y..

In addition, Great Empire International Ltd. (“Great Empire”) was the beneficial
owner of 37,162,165 shares. Each of Chinese Estates and Paul Y. was deemed to
be interested in the same parcel of shares in which Great Empire was interested
since Chinese Estates owned the entire issued share capital of Paul Y., which in

turn owned the entire issued share capital of Great Empire.

Mr. Aaron Tam, Chong-cheong, Mr. Leung, Wing-pong and Mr. Kong, Chi-ming,
directors of the Company, are also employees of subsidiaries of Chinese Estates
and/or Paul Y.. These subsidiaries are not themselves substantial shareholders of

the Company.

Mr. Joseph Lau, Luen-hung, by virtue of his 60.96% interest in the issued share
capital of Chinese Estates, was deemed to be interested in the same interests stated

against Chinese Estates under the provisions of the SFO.

GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of
which Global King Ltd. was the trustee. Global King Ltd. was entitled to exercise
more than one-third of the voting power at general meetings of Chinese Estates.
Accordingly, Global King Ltd. and GZ Trust Corporation were deemed to be

interested in the same interests stated against Chinese Estates.

These shares comprised 62,899,924 shares beneficially owned by Hutchison
International Limited ("HIL") and 37,987,988 shares beneficially owned by Koga
Limited (“Koga"). HIL is a wholly-owned subsidiary of Hutchison Whampoa Limited
("HWL"). By virtue of the SFO, HWL was deemed to be interested in the same parcel
of such 62,899,924 shares which HIL was interested. Koga is a wholly-owned
subsidiary of Cheung Kong Infrastructure (BVI) Limited, which in turn is a wholly-
owned subsidiary of Cheung Kong Infrastructure Holdings Limited (“CKI"). CKl is a
subsidiary of Hutchison Infrastructure Holdings Limited which in turn is a wholly-
owned subsidiary of HIL. By virtue of the SFO, each of HIL and HWL was deemed
to be interested in the same parcels of such 37,987,988 shares in which Koga was

interested.
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DISCLOSEABLE INTERESTS AND SHORT POSITION
OF SHAREHOLDERS UNDER THE SFO (cont'd)

Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-shing (“Mr. Li"), Mr.
Li Tzar-kuoi, Victor and Mr. Li Tzar-kai, Richard was interested in one-third of the
entire issued share capital, owned the entire issued share capital of Li Ka-Shing Unity
Trustee Company Limited (“TUT1"). TUTT as trustee of The Li Ka-Shing Unity Trust
("UT1"), together with certain companies which TUT1 as trustee of UT1 was entitled
to exercise or control the exercise of more than one-third of the voting power at
their general meetings, held more than one-third of the issued share capital of
Cheung Kong (Holdings) Limited (“"CKH"). Certain subsidiaries of CKH were entitled
to exercise or control the exercise of more than one-third of the voting power at the

general meetings of HWL.

In addition, Li Ka-Shing Unity Holdings Limited also owned the entire issued share
capital of Li Ka-Shing Unity Trustee Corporation Limited (“TDT1") as trustee of The
Li Ka-Shing Unity Discretionary Trust ("DT1") and Li Ka-Shing Unity Trustcorp Limited
("TDT2") as trustee of another discretionary trust (“DT2"). Each of TDT1 and TDT2
holds units in UT1.

Mr. Li was the settlor of each of DT1 and DT2 and may be regarded as a founder of
each of DT1 and DT2 for the purpose of the SFO. By virtue of the SFO, each of Mr.
Li, TDT1, TDT2, TUT1 and CKH was deemed to be interested in the 100,887,912

shares in which HWL was interested.

=N/

RIEE 5 LS RGIA T HE
Z IR EsS NoRR (8)

MEEHTE ([FR4E])  FTEHEAERS
BREERBREEMERTRE=9 2 —#x
2 Li Ka-Shing Unity Holdings Limited # & Li Ka-
Shing Unity Trustee Company Limited ([TUT1])
2 EEEITHRAS o TUT1 BA The Li Ka-Shing Unity
Trust ([UT1)) EsEAZH M - ERET AR
(TUTTAUTT EREAZ B EREREBRRKE
FITRSERITTRE=s 2 — A LR AR
EHFAERIEE (88) gRAF ([RE])
=RZ—NEZBEBTRA - REETHER
BRENEZRRAE LTEIEHTE=92
— A EZRERE-

It 4N Li Ka-Shing Unity Holdings Limited 71 &
Li Ka-Shing Unity Trustee Corporation Limited
([TDT1] + The Li Ka-Shing Unity Discretionary
Trust ([DT1])) ZfE7EA) KL Ka—Shing Unity
Trustcorp Limited ([ TDT2) » B —2#{E5
(IoT2]) Z{E5EA) ZZHBEITIA » TOTI
K TDT2 £#58 UT1 Z 87 -

FEERDTI RDN2ZMERTA  REHFRK
HERAIME - AR A DT & DT2 28l
o BIRFEF KB KA - L& - TDTI
TDT2 » TUTI REESEHBRINMER#EE Z
100,887,912 IRIR D 2 emh B A o

All the interests stated above represent long position and interest in shares. As
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at 31st December, 2005, no short position was recorded in the register kept by
the Company under section 336 of the SFO.
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CONNECTED TRANSACTIONS

On 28th March, 2002 and 4th September, 2003, each of Great King Limited
(“Great King") and Gold Concept Limited ("Gold Concept”) entered into a facility
letter and supplement agreements with Oriental Ford Finance Limited (“Oriental
Ford"), a wholly owned subsidiary of Chinese Estates, pursuant to which Oriental
Ford agreed to provide secured loan facilities of up to the HK$23,917,000 and
HK$1,450,000, respectively, to Great King and Gold Concept. The secured loan
facilities are secured by the mortgage deeds on the flats A and B on the 4th
floor and roofs A and B, shop G on the ground floor, the whole of Tst, 2nd and
3rd floors of Golden Hall Building, numbers 49-63 Castle Peak Road, Yuen Long,
New Territories, Hong Kong. Interests were payable at such rate as announced
or applied by Standard Chartered Bank (Hong Kong) Limited (or such other bank
as Oriental Ford may from time to time select in its absolute discretion) from
time to time as its prime interest rate in Hong Kong for lending of Hong Kong

Dollars to its prime customers.

The secured loans together with interests to be accrued thereon would be repaid
by Great King and Gold Concept by way of 204 successive monthly instalments
of HK$166,000 and HK$10,000 each, respectively, (subject to adjustment).
During the year, interest of approximately HK$ 159,000 was paid to Oriental Ford.

The outstanding secured loans and accrued interest were wholly repaid on 21st
February, 2005.
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DIRECTORS' INTERESTS IN CONTRACTS

A lease agreement was entered into between a fellow subsidiary of the Company
and a joint tenant, of which D.Y. Lam & Co. is a party, for office premises on
normal commercial terms for two years commencing from 10th June, 2004 to
9th June, 2006 at monthly rental of HK$16,000. Mr. Lam, Yat-fai, being the
independent non-executive director of the Company, is the sole proprietor of
D.Y. Lam & Co.. Rental of HK$ 186,000 and management fee of HK$62,000 were

charged to the joint tenant during the year.

Other than as disclosed above, no contract of significance, to which the
Company, its holding companies, fellow subsidiaries or 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.

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

Remuneration package comprised salary and year-end bonuses based on
individual merits. The Company has adopted a share option scheme on 15th
February, 2002 (the “2002 Scheme"). Details of the 2002 Scheme are set out
in note 29 to the financial statements. There were no outstanding options at the
beginning and at the end of the year. No options were granted, exercised,

cancelled or lapsed during the year.
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PENSION SCHEMES

The Group operates two pension schemes:

(1) the provident fund scheme as defined in the Mandatory Provident Fund
Schemes Ordinance, Chapter 485 of the laws of Hong Kong (the "MPF

Scheme"); and

(2) the provident fund scheme as defined in the Occupational Retirement
Schemes Ordinance, Chapter 426 of the laws of Hong Kong (the “Top-up

Scheme”).

Both the MPF Scheme and the Top-up Scheme were defined contribution
schemes and the assets of both schemes were managed by their respective

trustees accordingly.

The MPF Scheme was available to all employees aged 18 to 64 and with at least
60 days of service under the employment of the Group in Hong Kong.
Contributions were made by the Group at 5% based on the staff's relevant
income. The maximum relevant income for contribution purpose is HK$20,000
per month. Staff members were entitled to 100% of the Group's contributions
together with accrued returns irrespective of their length of service with the
Group, but the benefits were required by law to be preserved until the retirement

age of 65.

The Top-up Scheme was available to those employees with basic salary over
HK$20,000 and/or years of service over 5. Contributions to the Top-up Scheme
were made by the Group at 5%, 7.5% or 10% of staff's basic salary (depending
on the length of service) less the Group's mandatory contribution under the MPF
Scheme. Staff members were entitled to 100% of the Group’s contributions
together with accrued returns after completing 10 years of service or more, or
attaining the retirement age, or were entitled at a reduced scale between 30%
to 90% of the Group's contributions after completing a period of service of at
least 3 years but less than 10 years. The Top-up Scheme allowed any forfeited
contributions (made by the Group for any staff member who subsequently left
the Top-up Scheme prior to vesting fully in such contributions) to be used by

the Group to offset the current level of contributions of the Group.
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PENSION SCHEMES (cont'd)

The Group's cost for the schemes charged to consolidated income statement
for the year ended 31st December, 2005 amounted to HK$40,000 (2004:
HK$46,000) after reduction of HK$8,000 from the forfeited contribution of the
Top-up Scheme.

During the year, contributions to the Top-up Scheme of HK$16,000 were
forfeited and used to reduce existing level of contributions. As at 31st December,
2005, HK$8,000 was utilized and the balance of HK$8,000 was available to

reduce future contribution.
MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group's largest customer and five largest
customers accounted for approximately 25% and 75%, respectively, of the

Group's total turnover for the year.

The aggregate purchases attributable to the Group's largest supplier and five
largest suppliers accounted for approximately 419% and 67%, respectively, of

the Group's total purchases for the year.

None of the directors, their associates, or any shareholders which, to the
knowledge of the directors, own more than 5% of the Company's issued share
capital, had any interest in the share capital of any other of the five largest

customers or suppliers of the Group.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold

or redeemed any of the Company's listed securities.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's bye-laws,
or the laws of Bermuda, which would oblige the Company to offer new shares

on a pro-rata basis to existing shareholders.
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Directors’ Report

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

executive directors are independent.

SUFFICIENCY OF PUBLIC FLOAT

Rule 8.08 of the Listing Rules required at least 25% of the issued share capital
of the Company must be held in public hands. Based on information that is
publicly available to the Company and within the knowledge of the directors as
at 10th March, 2006 (the latest practicable date prior to the issue of the annual

report), the obligation has been complied with.

POST BALANCE SHEET EVENT

Details of significant post balance sheet event are set out in note 40 to the

financial statements.

AUDITORS

A resolution will be submitted to the annual general meeting to re-appoint

Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Aaron Tam, Chong-cheong

Chairman
Hong Kong, 13th March, 2006
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