HKR INTERNATIONAL LIMITED & B BB EEHR D H

The directors of the Company (the “Directors”) have pleasure in
presenting to shareholders their report together with the audited
financial statements of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 March 2006.

The principal activity of the Company is investment holding, and
the activities of its principal subsidiaries and associates are set
out in note 47 to the financial statements.

Details of the results of the Group for the year ended 31 March
2006 are set out in the consolidated income statement on page
56 and the state of affairs of the Group at 31 March 2006 is set
out in the consolidated balance sheet on pages 57 and 58.

The board of Directors (the “Board”) has recommended the
declaration of a final dividend of HK9 cents (2005: HK7 cents)
per share for the year ended 31 March 2006 to shareholders
whose names appear on the register of members of the Company
on 24 August 2006. Subject to shareholders’ approval at the
forthcoming annual general meeting of the Company, the final
dividend will be paid on 15 September 2006. The proposed final
dividend together with the interim dividend of HK3 cents per share
paid on 23 January 2006 (2005: HK3 cents) makes a total
dividend of HK12 cents (2005: HK10 cents) per share for the
year.

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 161. This
summary does not form part of the financial statements.

Details of segment information are set out in note 7 to the financial
statements.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

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

Non-executive Chairman
Dr CHA Chi Ming

Executive Deputy Chairman
Mr CHA Mou Sing Payson

Executive Directors
Mr CHA Mou Zing Victor (Managing Director)
Mr CHEUNG Tseung Ming
Mr CHUNG Sam Tin Abraham
(also as alternate to Mr CHA Mou Sing Payson)
Ms HO Pak Ching Loretta
Mr TANG Moon Wah

Non-executive Directors

The Honourable Ronald Joseph ARCULLI
(re-designated on 23 June 2005)

Mr CHA Mou Daid Johnson

Ms WONG CHA May Lung Madeline

Independent Non-executive Directors
Dr CHENG Kar Shun Henry
Dr The Honourable CHEUNG Kin Tung Marvin
Mr CHEUNG Wing Lam Linus
(appointed on 25 January 2006)

Dr CHENG Kar Shun Henry, Dr The Honourable CHEUNG Kin
Tung Marvin and Mr CHEUNG Wing Lam Linus have provided to
the Company their annual confirmations of 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”) and the Company considers that all of them
continue to be independent.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

According to article 99 of the Company’s articles of association
(the “Articles”), Mr CHEUNG Wing Lam Linus, who was appointed
by the Board as independent non-executive director of the
Company on 25 January 2006, shall hold office until the
forthcoming annual general meeting of the Company. According
to article 116 of the Articles, one-third of the Directors for the
time being (which shall include any Directors who may be required
to retire at the same annual general meeting under other provisions
of the Articles), or if their number is not three or a multiple of
three, then the number nearest to but not less than one-third,
shall retire from office by rotation at the forthcoming annual general
meeting of the Company. In addition, the Code on Corporate
Governance Practices (the “CG Code”) under Appendix 14 to
the Listing Rules provides, inter alia, that every Director should
be subject to retirement by rotation at least once every three
years. In accordance with the Articles and the CG Code, Mr
CHEUNG Wing Lam Linus, Mr CHA Mou Zing Victor, Ms HO
Pak Ching Loretta, Ms WONG CHA May Lung Madeline and Dr
CHENG Kar Shun Henry shall retire by rotation at the forthcoming
annual general mesting of the Company. All the retiring Directors,
being eligible, have offered themselves for re-election. Other
remaining directors of the Company will continue in office.

None of the Directors offering themselves for re-election at the
forthcoming annual general meeting of the Company has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Company within one year without payment
of compensation (other than statutory compensation).

The non-executive directors and independent non-executive
directors of the Company were not appointed for a specific term
but their respective terms of office are subject to retirement by
rotation and re-election at the annual general meetings of the
Company in accordance with the Articles. The rotation article
sets up a mechanism to ensure all Directors shall retire and offer
for re-election at least once every three years.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Non-executive Chairman

Dr CHA Chi Ming

GBM, JP, DBA (Hons), DSSc (Hons) (Aged 92)

Dr CHA is the founder of the Group. He became the chairman of
the Board in 1989 and was re-designated as non-executive
director of the Company in December 2004. He has also been
director of a number of subsidiaries of the Group since its inception
in 1977. Dr CHA has over 25 years experience in property
development and more than 65 years experience in textile
industry. He was awarded the Grand Bauhinia Medal by the
Government of the HKSAR in 1997. Dr CHA is the father of Ms
WONG CHA May Lung Madeline, Mr CHA Mou Sing Payson, Mr
CHA Mou Zing Victor and Mr CHA Mou Daid Johnson. He is also
a director of CDW Holdings Limited which is a substantial
shareholder of the Company under Part XV of the Securities and
Futures Ordinance (“SFQ”).

Executive Deputy Chairman

Mr CHA Mou Sing Payson

JP, DSSc (Hons) (Aged 63)

Mr CHA was appointed executive director in 1989 and the
executive deputy chairman of the Board in September 2001. Mr
CHA has been the managing director of HKR Asia-Pacific Pte
Ltd since 1995 and is now in charge of its operations and
management. He has been serving as director of a number of
subsidiaries of the Group since its inception in 1977. Mr CHA is
also the non-executive chairman of the Company’s associated
corporation, Hanison Construction Holdings Limited, and an
independent non-executive director of New World Development
Company Limited, both of them are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Mr CHA is an
independent non-executive director of Eagle Asset Management
(CP) Limited, manager of Champion Real Estate Investment Trust
which is listed on the Stock Exchange. He has over 40 years
experience in property development. Mr CHA is a member of the
National Committee of the Chinese People’s Political Consultative
Conference. He is a son of Dr CHA Chi Ming and brother of Ms
WONG CHA May Lung Madeline, Mr CHA Mou Zing Victor and
Mr CHA Mou Daid Johnson. Mr CHA is also a director of LBJ
Regents Limited, CDW Holdings Limited and Novantenor Limited,
all of which are substantial shareholders of the Company under
Part XV of the SFO.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Executive Directors

Mr CHA Mou Zing Victor

BA, MBA (Aged 56)

Mr CHA was appointed executive director of the Company in
1989 and the managing director of the Company in September
2001. He was also appointed the managing director of HKR Asia-
Pacific Pte Ltd in 1996 and has been serving as director of a
number of other subsidiaries of the Group with the earliest
appointment back to 1978. Mr CHA is responsible for the overall
and day to day management of the Group. He has been involved
in textile manufacturing and real estate businesses for over 15
years. Mr CHA is an independent non-executive director of China
Netcom Group Corporation (Hong Kong) Limited and alternate
independent non-executive director of New World Development
Company Limited, both companies are listed on the Stock
Exchange. He is a son of Dr CHA Chi Ming and brother of Ms
WONG CHA May Lung Madeline, Mr CHA Mou Sing Payson
and Mr CHA Mou Daid Johnson. Mr CHA is also a director of
Novantenor Limited which is a substantial shareholder of the
Company under Part XV of the SFO.

Mr CHEUNG Tseung Ming

BSc, MBA, MAcc, MICE, M Struct.E, CPA (Aged 64)

Mr CHEUNG was appointed executive director of the Company
in September 2001. He is also the resident director of HKR Asia-
Pacific Pte Ltd in Singapore and director of a number of other
subsidiaries of the Group. Mr CHEUNG has been serving in the
Group since 1995 and is the head of the South East Asia real
estate business unit responsible for the management of the
Company’s hospitality subsidiaries and related investments in the
Asia Pacific region. He is a member of the Institute of Structural
and Civil Engineers in the United Kingdom and a member of the
Hong Kong Institute of Certified Public Accountants and CPA
Australia.

Mr CHUNG Sam Tin Abraham

FCPA (Aged 60)

Mr CHUNG was appointed executive director of the Company in
1994 and is also director of a number of subsidiaries of the Group.
Mr CHUNG has been serving in the Group since 1978 and is the
head of finance office responsible for oversight of the Group’s
treasury, accounting, tax, company secretarial and internal audit
functions. He is a certified public accountant (practising) and a
fellow member of the Hong Kong Institute of Certified Public
Accountants, and has over 35 years experience in financial
management and property development in Hong Kong. He is
the qualified accountant of the Company as required under the
Listing Rules.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Ms HO Pak Ching Loretta

FCIH (Aged 59)

Ms HO was appointed executive director of the Company in 1994
and is also director of a number of subsidiaries of the Group.
She firstly joined in 1979 and has been serving in the Group for
19 years. Ms HO is the head of Hong Kong real estate business
unit and corporate office responsible for the Group’s real estate
business in Hong Kong and oversight of corporate strategy and
development, new business models, legal, human resources,
information technology and corporate affairs functions. She is a
fellow member of the Chartered Institute of Housing, Hong Kong
Branch, and has over 35 years experience in property
development, investment and management.

Mr TANG Moon Wah

BA (Arch Studies), BArch (Aged 52)

Mr TANG was appointed executive director of the Company in
December 2004 and is also director of a number of subsidiaries
of the Group. He has been serving in the Group since 1985 and
is the head of China real estate business unit and projects function
responsible for project management of real estate development
in Hong Kong and the People’s Republic of China and oversight
of master planning, conceptual and major designs and technical
advice on acquisitions. Mr TANG has over 25 years extensive
experience in property development. He has been a member of
the Hong Kong Institute of Architects since 1981, an Authorised
Person since 1982 and a Registered Architect since 1991.

Non-executive Directors

The Honourable Ronald Joseph ARCULLI

GBS, CVO, OBE, JP (Aged 67)

Mr ARCULLI was appointed Director in 1989 and became an
independent non-executive director of the Company since 1993
before he was re-designated as non-executive director in June
2005. He is the senior partner of Arculli Fong & Ng, a firm of
solicitors in Hong Kong. Mr ARCULLI became an independent
non-executive director and the chairman of Hong Kong
Exchanges and Clearing Limited with effect from 26 and 28 April
2006 respectively. He is an independent non-executive director
of each of Hang Lung Properties Limited, SCMP Group Limited,
and a non-executive director of Hongkong Electric Holdings
Limited, Hutchison Harbour Ring Limited, Sino Hotels (Holdings)
Limited, Sino Land Company Limited and Tsim Sha Tsui Properties
Limited, all of them are companies listed on the Stock Exchange.
He also holds directorships in other public and private companies
in Hong Kong and overseas.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Mr CHA Mou Daid Johnson

BA, MBA (Aged 54)

Mr CHA was appointed Director in 1989 and re-designated as
non-executive director of the Company in December 2004. He
has been serving as director of a number of subsidiaries of the
Group with the earliest appointment back to 1978. Mr CHA is
also a non-executive director of Hanison Construction Holdings
Limited, an associated corporation of the Company listed on the
Stock Exchange, director/non-executive director of a number of
other public and private companies in Hong Kong and China,
and is actively participating in many non-profit making
organisations. Mr CHA has over 25 years investment
management experience in Silicon Valley and Asia. Mr CHA is a
son of Dr CHA Chi Ming and brother of Ms WONG CHA May
Lung Madeline, Mr CHA Mou Sing Payson and Mr CHA Mou
Zing Victor. He is also a director of LBJ Regents Limited which is
a substantial shareholder of the Company under Part XV of the
SFO.

Ms WONG CHA May Lung Madeline

(Aged 66)

Ms WONG was appointed Director in 1989 and re-designated
as non-executive director of the Company in December 2004.
She has been serving as director of a number of subsidiaries of
the Group since its inception in 1977. Ms WONG s also director
of a number of other public and private companies in Hong Kong
and overseas, including Hon Kwok Land Investment Company,
Limited and Chinney Investments, Limited which are listed on
the Stock Exchange. She is a daughter of Dr CHA Chi Ming and
sister of Mr CHA Mou Sing Payson, Mr CHA Mou Zing Victor
and Mr CHA Mou Daid Johnson. She is also director of CDW
Holdings Limited and Novantenor Limited, which are substantial
shareholders of the Company under Part XV of the SFO.

Independent Non-executive Directors

Dr CHENG Kar Shun Henry

GBS, BA, MBA, DBA(Hons), LLD(Hons) (Aged 59)

Dr CHENG was appointed Director in 1989 and re-designated
as independent non-executive director of the Company in 1993.
Dr CHENG is the managing director of New World Development
Company Limited which is listed on the Stock Exchange, and
director of a number of other public and private companies in
Hong Kong and overseas.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Dr The Honourable CHEUNG Kin Tung Marvin

SBS, OBE, JP, DBA (Hons) (Aged 58)

Dr CHEUNG was appointed an independent non-executive
director of the Company in September 2004. He is a fellow
member of both the Institute of Chartered Accountants in England
and Wales and the Hong Kong Institute of Certified Public
Accountants. Dr CHEUNG is an independent non-executive
director of Hang Seng Bank Limited and Hong Kong Exchanges
and Clearing Limited, both of which are listed on the Stock
Exchange.

Mr CHEUNG Wing Lam Linus

BSSc, JP (Aged 58)

Mr CHEUNG was appointed an independent non-executive
director of the Company in January 2006. He was chief executive
of Hong Kong Telecom from 1994 to 2000. He is an independent
non-executive director of China Unicom Limited (“CUL”), Taikang
Life Insurance Co. Ltd. and Lotus International Limited. CUL is a
company listed on the Stock Exchange. Mr CHEUNG is chairman
of LWLC and Associates Limited and chairman of HKU School
of Professional and Continuing Education.

Senior Management

Mr CHAN Chi Ming

BSc (Aged 49)

Mr CHAN joined the Group in 1980. He is the general manager
and head of sales, marketing and investment management
function responsible for oversight of conceptual and product
planning, professional advice on sales and marketing campaigns
and leasing strategies. He is also director of a number of
subsidiaries of the Group and has over 25 years experience in
property development, sales and marketing of real estate.

Mr Rolando P GOSIENGFIAO

MBA (Aged 56)

Mr GOSIENGFIAO joined the Group in 2000. He is the senior
general manager and head of healthcare business unit responsible
for oversight of healthcare group business and the Imperial
Bathroom Products group. He is also director of a number of
subsidiaries of the Group and has over 20 years experience in
investment banking, hotels and entrepreneurial businesses.

(Note: Some of the above directors and senior management hold various
directorships in the Company’s subsidiaries and/or associated
companies.)

Particulars of directors’ emoluments are set out in note 13 to the
financial statements.
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At 31 March 2006, the interests and short positions of the
directors and chief executive of the Company and their respective
associates in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies (the
“Model Code”) contained in the Listing Rules were as follows:

(1) The Company
Long positions in shares of HK$0.25 each

Personal
Name of Director Capacity Interests
BEftg gt BAER
CHA Chi Ming Interests of spouse and -
BER beneficiary of trust
REERRETIEA
CHA Mou Sing Payson Beneficial owner, 2,352,860
&2 interests of a controlled
corporation and
beneﬂciary of trust
ERAAAN RIBEE
BaRETIERA
CHA Mou Zing Victor Beneficiary of trust -
B RRZHA
CHA Mou Daid Johnson Beneficiary of trust -
BaE RRZHA
WONG CHA May Lung Beneficiary of trust -
Madeline fEEXEA
TExE
Ronald Joseph ARCULLI Beneficial owner 241,472
BEE ERAEA
CHUNG Sam Tin Abraham  Beneficial owner 315,084
ELE ERAEA
HO Pak Ching Loretta Beneficial owner 85,600
s ERAAA
TANG Moon Wah Beneficial owner 135,200
s ERAAA
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(1) AATH
REREEC.25B RN 2 iR
Number of Ordinary Shares
LERYA
Percentage
of Issued
Family  Corporate Other Share Capital
Interests Interests Total EERTRA
NRER Rz By BN
151,666 - 616,015,920 616,167,586 45,63
(Note a) (Note ¢)
(Hita) (Hitc)
- 2624600 666,333,673 671,311,133 49.72
(Note b) (Note c)
(Fib) (fitc)
- - 666,333,673 666,333,673 49.35
(Note ¢)
(Hite)
- - 674,118,665 674,118,665 49.92
(Note ¢)
(Hite)
- - 673521815 673,521,815 49.88
(Note ¢)
(Hiitc)
- - - 241,472 0.02
- - - 315,084 0.02
- - - 85,600 0.01
- - - 135,200 0.01
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Notes:

@) The shares were held by Ms LIU Bie Ju, the wife of Dr CHA
Chi Ming.

(b) The shares were held by Accomplished Investments Limited,
a corporation 100% owned by Mr CHA Mou Sing Payson.

(c) The shares belonged to certain but not identical discretionary
trusts and were held directly and/or indirectly by corporate
trustees namely, LBJ Regents Limited and Novantenor
Limited, of which the relevant directors and their respective
individual associates were members of the class of
discretionary beneficiaries. Please refer to the paragraph
headed "Substantial Shareholders” below for further details
of the numbers of shares held by the corporate trustees.

Associated Corporation — Hanison Construction (2)
Holdings Limited
Long positions in shares of HK$0.10 each

ES
@  RODHEERELZEFHENL
+HEe

(b) BROTIHERESLELEHR N A]
Accomplished Investments Limited#¥

() ZERODBRE T TRABEETRSH
2 A1 BJ Regents Limited XNovantenor
Limited 2 ZBZAA BR RS
FE-BHEFRIESEMEGHE
AT BEEINE Zos A B B2
FHsR1I7 8 2 —F5F 16 B2 H T
X [EERE| £

HEEE - EBRRERARLT

REREECI0E TR 2 1F &

Number of Ordinary Shares
HER¥A
Percentage
of Issued
Personal Family  Corporate Other Share Capital
Name of Director Capacity Interests Interests Interests Interests Total HHERTRA
BEps &t BARBE  FhER AR HtEs ay  zEsh
CHA Chi Ming Interests of spouse and - 25,390 - 95,839,533 95,864,923 21.63
BER bengficiary of trust (Note &) (Note ¢)
RBERRETXEA (fiita) (fitc)
CHA Mou Sing Payson Beneficial owner, 459,541 - 512,616 104,263,263 105,235,420 23.74
&2 interests of a controlled (Note b) (Note ¢)
corporation and EL) (Hite)
beneficiary of trust
ERBEA RIEEERA
REFRHEA
CHA Mou Zing Victor Beneficiary of trust - - - 104,263,263 104,263,263 23.52
BEH EEBAIN (Note ¢)
(Mitc)
CHA Mou Daid Johnson Beneficiary of trust - - - 105,783,769 105,783,769 23.87
B EEBAIN (Note ¢)
(Hiztc)
WONG CHA May Lung Beneficiary of trust - - - 105,667,195 105,667,195 23.84
Madeline EREEREA (Note ¢)
TExE (it e)
Ronald Joseph ARCULL Beneficial owner 47,162 - - - 47,162 0.01
B ERAAA
CHUNG Sam Tin Abraham  Beneficial owner 52,746 - - - 52,746 0.01
EULE ERAAA
HO Pak Ching Loretta Beneficial owner 10,628 - - - 10,628 0.002
g ERAEA
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Notes:

@) The shares were held by Ms LIU Bie Ju, the wife of Dr CHA
Chi Ming.

(b) The shares were held by Accomplished Investments Limited,
a corporation 100% owned by Mr CHA Mou Sing Payson.

(c) The shares belonged to certain but not identical discretionary
trusts and were held directly and/or indirectly by corporate
trustees namely, LBJ Regents Limited and Novantenor
Limited, of which the relevant directors and their respective
individual associates were members of the class of
discretionary beneficiaries. Please refer to the paragraph
headed "Substantial Shareholders” below for further details
of the numbers of shares held by the corporate trustees.

Save as disclosed above and for certain directors holding non-
beneficial interests in the share capital of some of the subsidiaries
of the Company as nominee shareholders, at 31 March 2006,
none of the directors or chief executive of the Company or their
respective associates had any interests or short positions in any
shares, underlying shares and debentures of the Company or
any associated corporations (within the meaning of the SFO) as
recorded in the register required to be kept under section 352 of
the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code contained in the Listing
Rules.

At 31 March 2008, the following persons (other than a director
or chief executive of the Company) had interests or short positions
in the shares and underlying shares of the Company as recorded
in the register required to be kept under section 336 of the SFO:

Long positions in shares of HK$0.25 each

Shareholder Capacity
IRER 5%

LBJ Regents Limited Trustee and interest of

(Note a) a controlled corporation
(Hizt a) ZHEARZIELEEER
(Note b)
(Kt b)

CDW Holdings Limited Beneficial owner

(Note b) EmEA A
(Htatb)
Novantenor Limited Trustee
ZFEA

ik

@) RO THEERELEFRENL
THAe

(b) RN ERBEL 2 EHEZ 5]

Accomplished Investments Limited ¥

(©) ZERODBRE T TRANEETRSH
& A BJ Regents Limited XNovantenor
Limited 2% BZ:EAB#ER, ST
HE -HHEERKEESEZIESE
ALBREEZHA J:}I/Z:'X u%/\
ﬁﬁf#ﬁ)’(}f ‘5)?5255 */F#/EJ F-EE
X[FEBRE]—

Xﬁ?%&ﬁ”?%%%fﬁ%}\%%ﬁﬁ$
AE OB ARRA 2 FFEmERIN T
NEZAZT R ARRZEEHRSTHR
BRER B BB ATRAR RS A HHE
EE (ERRESFRAEGD) 2k Bk
K& #H  HEREE RIEE S NS (755356215
ARARIEEZECMA - SRE AR R ek
RAESTRIZANE AR R R A P 2 (R i e 20K

=

\—7

>N>lﬂ+‘>)$
ﬂ)l_l

R-ZBERF=ZA=1T—R RELRFRES
NS 5P 336G R ERTFE 2 ErcMATacik
THAL (RARZEFZHEZSITHRA BRI 7
RRBZ Bty KA A 2 amgok R 1
T:

REREE.25B TR 2 iF A

Percentage of

Issued
Number of Share Capital
Ordinary Shares HERITRA
EZEREHE ZBEDL
235,692,062 17.46
(Note a)
(Hizta)
72,405,057 5.36
(Note b)
(Hiztb)
445,614,745 33.00
(Note c)
(Miztc)
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

(@) The 235,692,062 shares in which LBJ Regents Limited was interested
or deemed to be interested (including the 72,405,057 shares held
indirectly through its 62.24% owned subsidiary namely, CODW
Holdings Limited) were shares held by it as corporate trustee for
certain but not identical irrevocable discretionary trusts of which
members of the class of discretionary beneficiaries comprised Dr
CHA Chi Ming and his issue.

(b) CDW Holdings Limited is 52.24% owned by LBJ Regents Limited.
By virtue of the SFO, CDW Holdings Limited is a controlled
corporation of LBJ Regents Limited and the 72,405,057 shares held
by CDW Holdings Limited therefore formed part of the 235,692,062
shares in which LBJ Regents Limited was interested or deemed to
be interested.

(c) The 445,614,745 shares were held by Novantenor Limited as
corporate trustee for certain irrevocable discretionary trusts, of which
members of the class of discretionary beneficiaries comprised Dr
CHA Chi Ming and his issue.

Save as disclosed above, at 31 March 2006, no other interests
or short positions in the shares or underlying shares of the
Company were recorded in the register required to be kept by
the Company under section 336 of the SFO.

The Company'’s existing share option scheme (the “2002
Scheme”) was adopted on 3 January 2002 and came into effect
on 18 January 2002. Particulars of the 2002 Scheme as required
to be disclosed under the Listing Rules are set out below:

(1)  Summary of the 2002 Scheme

(a)

(b)

(c)

Purpose

The purpose is to provide the participants who have
been granted options under the 2002 Scheme to
subscribe for ordinary shares in the Company with
the opportunity to acquire proprietary interests in
the Company and to encourage the participants
to work towards enhancing the value of the
Company and its shares for the benefit of the
Company and its shareholders as a whole.

Participants

All directors (including independent non-executive
directors), full-time employees and consultants of
the Company, its subsidiaries and/or its associated
companies are eligible to participate in the 2002
Scheme.

Maximum number of shares available for
issue

A maximum number of 115,737,802 shares of the
Company may be issued upon exercise of all
options granted or to be granted under the 2002
Scheme.

Wik

(@A) LBJ Regents Limited %5 8L 12 /31 5 i~
235,692,062 IR 17 T3 LA BTN B 10 BE
FEATaBEz E}?i/a Brtts A (BIEER
HHEEL2.24% 491118 2 FICDW Holdings
Limited B #5752 72,405,057 IR AR 17) * iMia% &
Bl E 5 A it B RIE L REEf -

(b) LBJ Regents Limited #GCDW Holdings Limited
52.24% 2 #z - IRIREF R B XP) - CDW
Holdings Limited ZLBJ Regents Limited 2 4%
JEE - FIECDW Holdings Limited #5852
72,405,057 2 2 17 18 AXLBJ Regents Limited FT
?jﬁiﬁ%&’%ﬁ}%%ﬁ2%5 692,062 R % 17 #z

(© 445,614, 745 iK% 17 ] BiNovantenor Limited X
JEERFEA %J}_{% & T TR #El 2 BE 5t
B MZERERRACREEERIEL RAE

e

B EXRBEEN R -_ZERF=A=1+—8"#
BEFMATRARBRRDIAABIRO S % EE
BIRA R RIREE LB RDIF 33615 AFE

ZE etz Bt sk R

ARRE 2 W8 ([T T3 8)) T
R-BE—F—A=RRMIN-FT=F—5
AR AR LT RAARBEH BT
FHEBZFHERIINT

(1) ="BE-_FHEZHE
(a) By
EW%%E@F:%%:E%%
BEEERENREAR AL BR
Z2EEREEERD Tﬁﬁ%
mre WEEZEEARA
&Hk$2%%ﬁJ BHIRS
NI NERD ZEE.

(b) 3B8RE
FTEARE HIBAR R, HE
BMERRIZBES (BB
WITEE) 2BIEES MERBE
ARE-TE —FEHE Y EK

AZR—<=—

(c) AFRTZRERHAEE

AITERE —_EE —F328R T
A TR A BRE T
TZ2ABAI RO &®%E A
115,737,8020%
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(e)
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Maximum entitlement of each participant
The total number of shares of the Company issued
and to be issued upon exercise of the options
granted to each participant (including both
exercised and unexercised options) under the 2002
Scheme or any other share option scheme (if any)
adopted by the Company in any 12-month period
must not exceed 1% of the shares of the Company
in issue unless otherwise approved by the
shareholders of the Company.

Where any grant of options to a substantial
shareholder or an independent non-executive
director of the Company, or any of their respective
associates (as defined in the Listing Rules), would
result in the shares of the Company 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:

0] representing in aggregate over 0.1% of the
shares of the Company in issue; and

(i) having an aggregate value, based on the
closing price of the shares of the Company
as stated in the daily quotations sheets
issued by the Stock Exchange on the date
of grant in excess of HK$5.0 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.

Period within which the shares must be taken
up under an option

An option must be exercised within 10 years from
the date on which it is granted or such shorter
period as the Board (or the relevant committee
thereof) may specify at the time of grant.

Minimum period, if any, for which an option
must be held before it can be exercised

At the time of the grant of an option, the Board or
the relevant committee thereof must specify the
minimum period(s), if any, for which an option must
be held before it can be exercised.
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(9) Period open for acceptance of an option and
amount payable upon acceptance
The offer of the grant of an option (of which the
date of grant must be a Stock Exchange business
day) must be accepted within 14 days from the
date on which the offer letter is delivered to the
participant and a consideration of HK$1.0 must
be paid upon acceptance.

(h) Basis of determining the subscription price
of an option
The subscription price of an option shall be no less
than the higher of:

0] the closing price of the shares of the
Company as stated in the daily quotations
sheets issued by the Stock Exchange on
the date of grant;

(ii) the average closing price of the shares of
the Company as stated in the daily
quotations sheets issued by the Stock
Exchange for the five Stock Exchange
business days immediately preceding the
date of grant; and

(iii) the nominal value of a share of the Company
on the date of grant.

(i) Remaining life
The 2002 Scheme has a life of 10 years and will
expire on 3 January 2012 unless otherwise
terminated in accordance with the terms of the
2002 Scheme.

2 Details of options granted and available for grant
No option was granted under the 2002 Scheme since its
inception. The total number of shares of the Company
available for grant of options under the 2002 Scheme is
115,737,802 shares which represents 8.57% of the issued
share capital of the Company at the date of this annual
report (i.e. 29 June 2006).

On 26 April 2005, the Company issued zero coupon convertible
bonds due 2010 in the aggregate principal amount of
HK$1,410.0 million. Each bond may, at the option of the holder,
be converted into fully paid ordinary shares of the Company with
a par value of HK$0.25 each at an initial conversion price of
HK$6.5 per share (subject to adjustment). The conversion price
was adjusted to HK$6.43 effective on the date of issue of new
shares under the rights issue on 25 January 2006. There was no
conversion of convertible bonds during the period from the date
of issue of the convertible bonds to the year end of 31 March
2006.

(9) EMBREZRKEREENS
T8
R (R BB A R
P2 €% R) MBHVAERS R
AEEHELHEF4R RERR
REAEBHMNKEL0ETT

(hy BREIBECEEEE

Bl RBEVANMIR T
itz s -

(i IRIBEE PR H B R
hZ B RRERMMAAD
AT

i  AREBXAREERRGA
HiR) F (A A2 P 52 B 2
hZ B RRERMMEAR
A TR TE R

(i)  ARATRODAFRLEBEZ
[ERER

i) BTN EH
BRIRIE -2 T —F5H 8 2 &R
BITRIEIN — 2 —FHEIZH
MEBHAI0F BR T ——F—
A=BHme

2 CEURAHBHZBREFS
—ET —FHE A ARUAR WERHT
AIEERR I - IR IE — T T - Far 8T
BREITREARNQDRMDAEEH
£115,737,802/%  IHFE R AR RIRARF H
FEEH ST AFANA-THLABET
&R 28.57%¢

RZZBEERFWMA —+ A AQRIBITER=
T —TFRFHIAR S EEE A1, 41008 BB T2EE
AR EE - EHEA A REBEESESFEMNL
B ASREE2SETTZ AR R T LB V15
RREBRE.5ET (AT FHRAE) HBREER=-Z
TRF-AZ+TRAREBEHERETHRGE B
BE6.438 T HAIRESFEITRHBHE —TT X
FZA=t+—HEA BB E LR AT R E
%éo
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During the year, the interests of the Directors in businesses which
competed or were likely to compete, either directly or indirectly,
with the businesses of the Group as required to be disclosed
pursuant to the Listing Rules were set out as follows:

(M Ms WONG CHA May Lung Madeline is a director of each
of Chinney Investments, Limited and Hon Kwok Land
Investment Company, Limited whose groups’ businesses
consist of property development and property investment.
Chinney Investments, Limited and Hon Kwok Land
Investment Company, Limited are both listed on the Stock
Exchange.

() Mr CHA Mou Daid Johnson is a non-executive director of
Hanison Construction Holdings Limited (“Hanison”). The
businesses of Hanison consist of property investment,
property development and property management.
Hanison is listed on the Stock Exchange.

3 Mr CHA Mou Sing Payson is the non-executive chairman
of Hanison. He is also an independent non-executive
director of New World Development Company Limited
(“New World”) and Eagle Asset Management (CP) Limited
(“Eagle Asset”), manager of Champion Real Estate
Investment Trust (“Champion”). The businesses of
Hanison, New World, Eagle Asset and Champion involve
at least some if not all of property investment, property
development, property management, treasury investment
and hotel management and ownership. Hanison, New
World and Champion are listed on the Stock Exchange.

(4) The Honourable Ronald Joseph ARCULLI is an
independent non-executive director of Hang Lung
Properties Limited (“Hang Lung”) and also the non-
executive director of Hutchison Harbour Ring Limited
(“Hutchison”), Sino Hotels (Holdings) Limited (“Sino
Hotels”), Sino Land Company Limited (“Sino Land”) and
Tsim Sha Tsui Properties Limited (“TST”). The businesses
of Hang Lung, Hutchison, Sino Hotels, Sino Land and
TST involve at least some if not all of property investment,
property development, property management, hotel
management and ownership. Hang Lung, Hutchison, Sino
Hotels, Sino Land and TST are listed on the Stock
Exchange.

Save as disclosed above, none of the Directors were interested
in any business apart from the Group’s businesses which
competed or was likely to compete, either directly or indirectly,
with the businesses of the Group during the year.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

The Company has a share option scheme adopted on 3 January
2002 and effected on 18 January 2002 under which options may
be granted, inter alia, to Directors. Details of the share option
scheme are set out in the paragraph headed “Share Option
Scheme” above and note 37 to the financial statements.

There was no grant to, and no exercise by, the Directors of any
options under the Company’s said share option scheme during
the year.

Save as disclosed above, 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.

On 28 October 2005, the Company entered into a sale and
purchase agreement with Mingly Corporation (“Mingly”) for the
acquisition from Mingly the entire issued share capital of CDW
Building Limited and the shareholder’s loan from Mingly to CDW
Building Limited for the consideration of HK$1,284.2 million
(subject to adjustment). The consideration for the acquisition took
into account an agreed valuation of CDW Building owned by
CDW Building Limited, the net asset value of CDW Building
Limited and the shareholder’s loan at completion.

The acquisition constituted a major transaction of the Company
under Chapter 14 of the Listing Rules as one or more of the
relevant percentage ratios (as defined in the Listing Rules) was
more than 25% but less than 100%. Mingly is a company wholly
owned by the Cha Family which in turn was collectively a
substantial shareholder of the Company with approximately
50.75% shareholding interest in the Company at the time of
entering into the sale and purchase agreement. Accordingly,
Mingly constituted a connected person of the Company. The
entering into of the sale and purchase agreement, the acquisition
and the transactions contemplated therein constituted a major
and connected transaction of the Company under Chapter 14A
of the Listing Rules and were subject to the reporting,
announcement and independent shareholders’ approval
requirements as set out in rules 14A.45 to 14A.55 of the Listing
Rules.

The purpose of the acquisition was to increase the Group’s
portfolio of investments properties, provide additional source of
steady revenue and control over the management of and create
synergy for both CDW Building and Discovery Park Commercial
Centre, which is next to CDW Building and of which the Group
has a 50% equity interest.

RABFEA—ER —TE _F— A= AEMHIN
—EE-F—A+N\BESZBRRETE E
A (EPeE) EER N ERE - ZEREE
BRI R E — B RIS IR
5370

RAFERNEELERBEANADE LB E S
RS TR R

B EXREEIN RRRISEAFMNE QRS E
RAEE AR RS E AR BUEE =
HBEARREMEMEABRZ RNFIES
R

RZZTRFTAZ+N\B ARRHRENEE
ERAERARSAZNEBIZERERAR ([
#$11) UeBECDW Building Limited % &8 21T A AR
X4 11 ECDW Building Limited2 4t 2 BB & 5kET
VEEWE REA1,284.2888 T (AT FH
) U BER BB 5TE CDW Building LimitedFTHE A
A BRI K 2 1557 14 /8 - CDW Building Limited
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The entering into of the sale and purchase agreement, the
acquisition and the transactions contemplated therein were
approved by an ordinary resolution at the extraordinary general
meeting of the Company held on 19 December 2005 (“EGM”).
The Cha Family and its associates (as defined in the Listing Rules)
abstained from voting at the EGM.

The completion of the acquisition took place on 25 January 2006.
The final adjusted consideration for the acquisition at completion
was HK$1,400.0 million.

The consideration for the acquisition was partially funded by way
a rights issue of 192,896,338 rights shares at HK$3.8 each on
the basis of one rights share for every six shares held by
shareholders. The underwriter of the rights issue was Mingly. A
commission of HK$10.0 million was paid to Mingly pursuant to
the underwriting agreement entered into between the Company
and Mingly on 28 October 2005. The rights issue was completed
on 25 January 2006.

During the year ended 31 March 2006, the Group entered into
the following transactions which constituted continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules, of which conditional waivers (the “Waivers”) from strict
compliance with the relevant disclosure and/or shareholders’
approval requirements have been granted by the Stock Exchange
prior to the said Chapter 14A coming into effect and hence the
Waivers remain applicable to these transactions conducted in
the year:

(1) Transactions under the Revised and Reformed
Participation Agreement
Pursuant to the revised and reformed participation
agreement dated 9 November 2000 (the “Revised and
Reformed Participation Agreement”) entered into between
Broad Base International Limited (“Broad Base”), a wholly-
owned subsidiary of the Company, Cagen Holdings
Limited (“Cagen”) and Mingly Global Holdings Limited
(“Mingly Global”), both of Cagen and Mingly Global are
associates of Dr CHA Chi Ming, chairman of the Company,
Cagen was appointed for a fixed period expiring on 31
December 2006 as the manager of, inter alia, the retained
portfolio of a fund in the original amount of US$100 million
placed by Broad Base with Cagen in 1994 (the “Retained
Fund”). Cagen is entitled to participation interest under
the Revised and Reformed Participation Agreement as
follows:

(@ a manager’s carried interest equals to 1% of the
value of the Retained Fund (see note); and

RIS B B WE MBI EEETT 2 RBNAR
AE-ZZRF+ AT NBRTZERREFIKR
g ([BRRFERIAR]) AEBRERD AT
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RIRE ERERR
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(b) an incentive carried interest equals to 10% of the
gain generated by the Retained Fund for each year
provided that such gain exceeds an amount which
the Retained Fund would have gained at the rate
of the last quoted 180 days US Treasury Bill rate
plus 1% (see note).

Note:  The manager’s carried interest and incentive carried interest
payable to Cagen under the Revised and Reformed
Participation Agreement for any one year shall not in
aggregate exceed an amount calculated by reference to 3%
(applicable up to 31 December 2006) of the book value of
the net tangible assets of the Group as disclosed in the
immediate preceding year’s published audited consolidated
accounts.

For the year ended 31 March 2006, the aggregate
manager’s carried interest and aggregate incentive carried
interest (including those arising from further sum or interest,
if any, placed by Broad Base) payable by Broad Base to
Cagen under the Revised and Reformed Participation
Agreement amounted to HK$11.0 million and HK$8.7
million respectively (2005: HK$10.4 million and HK$4.2
million respectively).

Construction Transactions and Renovation
Transactions

By virtue of Dr CHA Chi Ming, chairman of the Company,
and his issue being discretionary beneficiaries of certain
discretionary trusts of which the trustees are the substantial
shareholders of both the Company and Hanison, Hanison
constitutes a connected person (as defined in the Listing
Rules) of the Company, and the (a) various construction
projects (the “Construction Transactions”) and (b) various
interior and renovation projects (the “Renovation
Transactions”) conducted between Hanison and it
subsidiaries (the “Hanison Group”) and the Group have
constituted continuing connected transactions of the
Company under the Listing Rules.

The aggregate transaction value in respect of each of the
Construction Transactions and the Renovation
Transactions for the year ended 31 March 2006 amounted
to HK$187.5 million and HK$0.5 million respectively (2005:
HK$180.8 million and HK$1.4 million respectively).
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

EXE (BRARRZELIFNITES) NEER
NERZEEIR Lt () Rz HERER S (58
[ZEFEEERS]) NBEERAESERMELZ
HHE Bl RUERSRHERERX S AR

The Directors (including the independent non-executive directors
of the Company), upon receiving a letter from the Company’s
auditors in respect of the factual findings on the continuing
connected transactions described in (1) and (2) above (collectively
the “Continuing Connected Transactions”), have reviewed and
approved the Continuing Connected Transactions and confirmed

that:

0] The Continuing Connected Transactions conducted in the 0] RAFENETZEREBEI SR
year were carried out in accordance with the following T B RAIEST:
principles:

ERSERE R —REBBET:

in the ordinary and usual course of business of the —
Group;

on normal commercial terms or terms no less
favourable than terms available to (or from)
independent third parties;

in accordance with the terms of the relevant
agreements governing the Continuing Connected
Transactions; and

on a fair and reasonable basis and in the interest
of the Company and its shareholders as a whole.

B RERERITERN ST (3
R BB E=F 2GRN

BRERERHERERZ 2 HHE
R P R] L2 M550 Ko

BATARYER WHAKAT
PESISPE T

(ii) The respective aggregate amounts of the Continuing (i) REBEE-_TTF_A=+—HILFE"
Connected Transactions for the year ended 31 March ZERBRER S SHEEBESEIEE
2006 did not exceed the following caps as prescribed in FEH TSP R FTERTE 2 & LR
the Waivers:

- All further sums or interests (if any) placed by Broad —

Base under the management of Cagen in addition
to the Retained Fund and all carried interests
payable by Broad Base to Cagen in the year did
not exceed 3% of the latest audited net tangible
assets value of the Group from time to time.

The aggregate amount payable by the Group in
respect of the Construction Transactions in the year
did not exceed the higher of (i) 50% of the audited
consolidated turnover of the Hanison Group for the
previous financial year (i.e. the financial year ended
31 March 2005;) or (i) HK$800.0 million.

The aggregate amount payable by the Group in
respect of the Renovation Transactions in the year
did not exceed HK$10.0 million.

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 had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

In accordance with the requirements of rule 13.22 of Chapter 13
of the Listing Rules, the followings are the details of financial
assistance and guarantees to affiliated companies of the
Company at 31 March 20086.

At 31 March 20086, the Group advanced to Tung Chung Station
Development Company Limited (“TCSDCL”) an aggregate
amount of HK$2,379.3 million representing the several guarantee
by the Group in respect of TCSDCL’s banking facilities of
HK$950.0 million. The banking facilities are not utilised by
TCSDCL at 31 March 2006.

TCSDCL is engaged in the development of Tung Chung Station
Package Il Project in Lantau Island, Hong Kong in which the Group
has 31% interest. The advances were provided by the Group in
the form of subordinated shareholders’ loans in proportion to the
Group’s shareholding interest in TCSDCL, for the purpose of
funding the working capital requirements of TCSDCL. The
advances are unsecured, bear interest at the rate of HIBOR plus
2% to 2.5% per annum, and have no fixed term of repayment.
As agreed by all the beneficial shareholders of TCSDCL in a deed
of release and discharge entered into on 3 June 2003 and with
the consent from the banks, the interests accrued by TCSDCL
on the subordinated shareholders’ loans were released and
discharged in the net asset value of TCSDCL during the year
ended 31 March 2003. All interests payable by TCSDCL on
outstanding shareholders’ loans due by TCSDCL were released
and discharged as from 1 January 2002 until further determined
by all its beneficial shareholders at a later time. The advances
together with the accrued interests thereon, if any, are
subordinated to the banks providing the banking facilities to
TCSDCL as mentioned above.

In addition, at 31 March 20086, the Group also advanced to several
affiliated companies at an aggregate amount of HK$0.1 million.

At 31 March 2006, the aggregate amount of advances provided
to and guarantees given for these affiliated companies by the
Group amounted to HK$2,434.4 million and represented 30.4%
of the consolidated net tangible assets of the Group of
HK$7,996.1 million at 31 March 2006.

A combined balance sheet of these affiliated companies and the
Group’s attributable interest in these affiliated companies at 31
March 2006 are set out in note 21 to the financial statements.
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No contract for the management and administration of the whole
or any substantial part of any business of the Company was
entered into or existed during the year.

Details of the share capital of the Company are set out in note 36
to the financial statements.

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the
year.

Details of movements in the reserves of the Group during the
year are set out in the consolidated statement of changes in equity
on page 59.

The aggregate turnover attributable to the Group’s five largest
customers was less than 30% of the total value of the Group’s
turnover.

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

None of the Directors, any of their associates, or shareholders of
the Company (which to the knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any interest
in the Group’s five largest customers.

Details of changes in the investment properties and property,
plant and equipment of the Group during the year are set out in
notes 16 and 17 to the financial statements respectively.

Details of changes in properties held for/under development of
the Group during the year are set out in note 18 to the financial
statements.

A summary of major properties held for/under development, sale
and investment purposes is set out on pages 162 to 169.
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During the year, the Group made charitable and other donations
amounting to approximately HK$1.2 million (2005: approximately
HK$4.2 million).

At 31 March 2008, the total number of employees of the Group
in Hong Kong and overseas was 3,133. Our human resources
policy is to attract, develop and retain the most competent people;
develop potential of individuals and promote career advancement;
recognize accomplishment and individual achievements.

The corporate-wide customer service training program was rolled
out for all employees. Our corporate volunteer team “HKR Care
& Share” received the Gold Award from the Social Welfare
Department by achieving over 1,000 hours of service in 2005.
The Company was also awarded the Caring Company 2005/
2006 by serving the community.

Information on the Group’s retirement benefits schemes is set
out in note 45 to the financial statements.

There are no provisions for pre-emptive rights under the Articles
although there is no restriction against such rights under the laws
of the Cayman Islands.

In the opinion of the Directors, the Company has complied with
the code provisions of the CG Code as set out in Appendix 14 to
the Listing Rules during the year ended 31 March 2006, except
for the code provision C.2.1 on internal controls (which is
applicable to the accounting periods commencing on or after 1
July 2005) and deviations from code provisions A.3.1 and A.4.1
which have been duly remedied during the year under review
and code provisions A.2.1, D.1.1 and D.1.2 with more details
set out in the Corporate Governance Report.
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The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules (including amendments as
effected from time to time) as its own code of conduct to regulate
securities transactions by directors of the Company and specified
employees who, by reference to their positions and duties, are
likely to be in possession of unpublished price-sensitive
information of the Group. Following specific enquiry by the
Company, the Directors have confirmed that they have complied
with the required standard set out in the Model Code.

According to information available to the Company, the
percentage of the Company’s shares which are in the hands of
the public exceeds 25% of the Company’s total number of issued
shares.

Details of the post balance sheet event are set out in note 46 to
the financial statements.

This annual report has been reviewed by the audit committee
established in compliance with rule 3.21 of the Listing Rules and
the relevant provisions of the CG Code. The audit committee
comprises the three independent non-executive directors namely,
Dr CHENG Kar Shun Henry, Dr The Honourable CHEUNG Kin
Tung Marvin and Mr CHEUNG Wing Lam Linus and a non-
executive director namely, The Honourable Ronald Joseph
ARCULLI.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint Deloitte Touche Tohmatsu,
being eligible and offering themselves for re-appointment, as the
auditors of the Company.

On behalf of the Board

CHA Mou Zing Victor
Managing Director

Hong Kong, 29 June 2006
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