Directors’ Report

The directors of the Company (the “Directors” or “Board”) present to the
shareholders their report together with the audited financial statements of the
Company and its subsidiaries (the “Group”) for the year ended 31st December,
2006 (the “Year").

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities
and other particulars of its principal subsidiaries and associates as at 31st

December, 2006 are set out in notes 39 and 40 to the financial statements.
RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated income

statement on page 39.

No interim dividend was declared for the Year (2005: Nil) and the Board did

not recommend any payment of final dividend for the Year (2005: Nil).

SEGMENT INFORMATION

An analysis of the Group's turnover and contribution to profit for the Year by

principal activities is set out in note 6 to the financial statements.
FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last five

financial years is set out on page 101.
INVESTMENT PROPERTIES

Movements in the investment properties during the Year are set out in note 16

to the financial statements.
PROPERTY, PLANT AND EQUIPMENT

Movements in the property, plant and equipment during the Year are set out in

note 17 to the financial statements.
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Directors’ Report

PROPERTIES HELD FOR DEVELOPMENT

Movements in the properties held for development during the Year are set out

in note 18 to the financial statements.
PROPERTY INTERESTS HELD FOR DEVELOPMENT

Movements in the property interests held for development during the Year are

set out in note 19 to the financial statements.
PREPAID LEASE PAYMENTS

Movements in the prepaid lease payments during the Year are set out in note

20 to the financial statements.
PRINCIPAL PROPERTIES

Details of the principal properties of the Group at 31st December, 2006 are set
out on pages 102 to 106.

SHARE CAPITAL

Movements in the share capital of the Company during the Year are set out in

note 32 to the financial statements.
RESERVES

Movements in the reserves of the Group and the Company during the Year are

set out on page 42 and in note 33 to the financial statements respectively.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the Year, neither the Company nor any of its subsidiaries had purchased,

sold or redeemed any of the Company's listed securities.
CHARITABLE DONATIONS

During the Year, no charitable donations have been made by the Group (2005:
Nil).
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Directors’ Report

MAJOR SUPPLIERS AND CUSTOMERS

The aggregate purchases attributable to the Group's largest supplier and five
largest suppliers contributed approximately 63% and 98% of the Group's total

purchases for the Year.

The aggregate turnover attributable to the Group’s largest customer and five
largest customers accounted for 14% and 38% of the Group's total turnover

for the Year.

None of the Directors, their associates, or any shareholders of the Company
(which to the knowledge of the Directors owned more than 5% of the Company's
issued shares) had a beneficial interest in any of the Group's five largest suppliers

and customers.

DIRECTORS

The Directors during the Year and up to the date of this report are:

Executive Directors:

Mr. Matthew Cheong, Veng-va (Chairman)
(appointed on 29th March, 2006)

Ms. Teresa Poon, Mun-chie (Chief Executive Officer)
(appointed on 29th March, 2006)

Mr. Thomas Lau, Luen-hung (Chairman)
(resigned on 29th March, 2006)

Mr. Joseph Lau, Luen-hung (Chief Executive Officer)
(resigned on 29th March, 2006)

Independent Non-executive Directors:
Mr. Lai, Yun-hung
(appointed on 1st December, 2006)
Mr. Mok, Hon-sang
Mr. Wong, Tik-tung
Mr. Wang, Jian-guo
(resigned on 1st December, 2006)

In accordance with Articles 92 and 101 of the Company's Articles of Association,
Mr. Lai, Yun-hung and Mr. Wong, Tik-tung will retire and, being eligible, offer

themselves for re-election at the forthcoming annual general meeting.

No Director being proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group within

one year without payment of compensation (other than statutory compensation).
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Directors’ Report

DIRECTORS" AND CHIEF EXECUTIVE(S)" INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 31st December, 2006, none of the Directors or chief executive(s) of the
Company had any 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 Securities and Futures Ordinance (the “"SFO")) as
recorded in the register kept by the Company under section 352 of the SFO, or
as 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 Issuers (the “Model Code") contained in the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). During the Year, none of the Directors or chief
executive(s) of the Company nor their spouses or children under 18 years of
age were granted or had exercised any right to subscribe for any securities of

the Company or its associated corporations.

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY

As at 31st December, 2006, so far as are known to any Director or chief executive
of the Company, the following parties (other than a Director or chief executive
of the Company) were recorded in the register kept by the Company under
section 336 of the SFO, or as otherwise notified to the Company, as being

directly or indirectly interested or deemed to be interested in 5% or more of
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the issued share capital of the Company: LBZ/\ Bk 9\\) o
Number of Shares Percentage of

Name (ordinary share) Capacity Issued Share Capital
B BROHEB (BEER) g4 ERITREAES L
Billion Up Limited 209,931,186 Beneficial Owner 61.96%

(note 1) BEmfEB A

(FF&E1)
Lucky Years Ltd. 209,931,186 Interest in Controlled Corporation 61.96%

(note 1) N NG o - oy

(FE&E1)
Chinese Estates Holdings Limited 209,931,186 Interest in Controlled Corporation 61.96%
EABEEE (note 1) RZEB A B2

(FEEE1)
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE ~F EJRER K

SECURITIES OF THE COMPANY (cont'd)

Number of Shares

Name (ordinary share)
=x ROBE (BEER)
Mr. Joseph Lau, Luen-hung 209,931,186
I A (note 2)
(PfF5E2)

Global King Ltd. 209,931,186
(note 3)

(PF5E3)

GZ Trust Corporation 209,931,186
(note 3)

(PFF5E3)

Mr. Li Ka-shing 20,833,142
TRBLE (notes 4 & 5)
(FizE4%5)

Li Ka-Shing Unity Trustcorp Limited 20,833,142
(notes 4 & 5)

(FiEE4 K5)

Li Ka-Shing Unity Trustee Corporation Limited 20,833,142
(notes 4 & 5)

(B x4 K5)

Li Ka-Shing Unity Trustee Company Limited 20,833,142
(notes 4 & 5)

(B x4 K5)

Capacity
)

Interest in Controlled Corporation
NS NS o X

Trustee

BEFEA

Trustee and Beneficiary of a Trust

ErRAR—BERZZEA

Founder of Discretionary Trusts and
Interest of Controlled Corporations
BIBEFEZBISZ AR

S VNI 5o

Trustee and Beneficiary of a Trust

SREARIBEFZZERA

Trustee and Beneficiary of a Trust
BREARBEEZESA

Trustee
ZFEA
—ERRFFR

i

B
J
i
B

Percentage of

Issued Share Capital
ERTRABIL

61.96%

61.96%

61.96%

6.15%

6.15%

6.15%

6.15%
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE FERERARNA T 2 EFAH5REZ

SECURITIES OF THE COMPANY (cont'd)

Number of Shares

Percentage of

Name (ordinary share) Capacity Issued Share Capital
£ BOEE (ZEER) 5% ERITRAES L
Cheung Kong (Holdings) Limited 20,833,142 Interest of Controlled Corporations 6.15%
RIEX (5E) BRAA (notes 4 & 5) RIS AT 2w
(BisE4R5)
Hutchison Whampoa Limited 20,833,142 Interest of Controlled Corporations 6.15%
M EHABRAFR (note 4) S 1| NI - £y
(FizE4)
Hutchison International Limited 20,833,142 Interest of a Controlled Corporation 6.15%
MEEBRATR (note 4) —RIZIEH AR 2w
(Fizx4)
Primetek Holdings Limited 20,833,142 Beneficial Owner 6.15%
(note 4) EmfEAA
(FizE4)

Notes:

1. Billion Up Limited is a wholly-owned subsidiary of Lucky Years Ltd., which in turn is 1.

a wholly-owned subsidiary of Chinese Estates Holdings Limited (“Chinese Estates”).
By virtue of the SFO, Lucky Years Ltd. and Chinese Estates were deemed to be
interested in the 209,931,186 shares of the Company held by Billion Up Limited.

2. Mr. Joseph Lau, Luen-hung, by virtue of his approximately 47.07% interests in the 2.

issued share capital of Chinese Estates, was deemed to be interested in the same
interests stated against Chinese Estates under the SFO.

3. GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of 3.

which Global King Ltd. is the trustee. Global King Ltd. is entitled to exercise more
than one-third of the voting power at the 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 by virtue of the SFO.
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY (cont'd)

4. Primetek Holdings Limited (“Primetek”) is a wholly-owned subsidiary of Hutchison
International Limited (“HIL"), which in turn is a wholly-owned subsidiary of Hutchison
Whampoa Limited (“HWL"). By virtue of the SFO, HWL and HIL were deemed to
be interested in the 20,833,142 shares of the Company held by Primetek.

5. Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-shing, Mr. Li Tzar
Kuoi, Victor and Mr. Li Tzar Kai, Richard is interested in one-third of the entire
issued share capital, owns the entire issued share capital of Li Ka-Shing Unity
Trustee Company Limited (“TUT1"). TUT1 as trustee of The Li Ka-Shing Unity Trust
("UT1"), together with certain companies which TUT1 as trustee of UT1 is entitled
to exercise or control the exercise of more than one-third of the voting power at
their general meetings, hold more than one-third of the issued share capital of
Cheung Kong (Holdings) Limited ("CKH"). Subsidiaries of CKH are 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 owns 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 the UTT.

By virtue of the SFO, Mr. Li Ka-shing, being the settlor of DT1 and DT2 may be
regarded as a founder of DT1 and DT2 and for the purpose of the SFO, each of Mr.
Li Ka-shing, TDT1, TDT2, TUT1 and CKH was deemed to be interested in the
20,833,142 shares of the Company held by Primetek.

All the interests stated above represent long positions. As at 31st December,
2006, no short positions were recorded in the register kept by the Company
under section 336 of the SFO.
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Directors’ Report

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

There were no arrangements to which the Company, its ultimate holding
company, or any of its ultimate holding company’s subsidiaries was a party to
enable the Directors to acquire benefit by means of the acquisition of shares in,

or debentures of, the Company or any other body corporate during the Year.

DIRECTORS" AND CONTROLLING SHAREHOLDERS'
INTERESTS IN CONTRACTS

There were no contracts of significance in relation to the Company’s business,
to which the Company or any of the Company's subsidiaries was a party,
subsisting at the end of the Year or at any time during the Year, and in which a
Director had, whether directly or indirectly, a material interest, nor there were
any other contracts of significance in relation to the Company's business between
the Company or any of the Company's subsidiaries and a controlling shareholder

or any of its subsidiaries.
CONNECTED TRANSACTIONS

During the Year, there were no discloseable non-exempted connected
transactions or non-exempted continuing connected transactions under the

Listing Rules.
DIRECTORS' INTERESTS IN COMPETING BUSINESSES

As at 31st December, 2006, none of the Directors were interested in any
business, which competed or was likely to compete, either directly or indirectly,

with the Company’s businesses.
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Directors’ Report

RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit 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 benefit was required by law to be preserved until the retirement
age of 65. Forfeited contributions of MPF Scheme cannot be used by the Group

to offset the existing level of contributions.

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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Directors’ Report

RETIREMENT BENEFIT SCHEMES (cont'd)

The Group's cost for the MPF scheme charged to consolidated income statement
for the Year amounted to HK$87,000 (2005: HK$55,000).

During both years, no employee of the Group was entitled to the benefit of the
Top-up Scheme and no contributions had been made by the Group to the Top-

up Scheme.
ADVANCES TO ENTITIES

As at 31st December, 2006, the Group had made advances to associated
companies of approximately HK$191 million (before provision). The shareholder
loans had been granted either for financing their acquisition of assets or daily
operations. The shareholder loans are unsecured, with no specific maturity dates

and are repayable on demand.

Pursuant to Rule 13.20 of the Listing Rules, details of the loans advanced to the

entities as at 31st December, 2006 were as below:

Attributable

interest held
Name of associated by the Group Interest
companies rEERESF rates
BERAT BB Z LR F =
% %
Finedale Industries Limited 33 1/s Prime —2.75
BiHMEEER QA REFF X
2.75
Canaria Holding Limited 50 N/A
iE A

Tianjin Winson Real Estate
Development Co., Ltd. 50 N/A
REERFHELEREBR QA T A

Earn Elite Development Limited 50 6.75
BAERBRAA
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Directors’ Report

PROFORMA COMBINED BALANCE SHEET OF THE
AFFILIATED COMPANIES

Pursuant to Rule 13.22 of the Listing Rules, a proforma combined balance
sheet of the affiliated companies with financial assistance from the Group as at

31st December, 2006 (the latest practicable date) is presented below:

Non-current assets IEMBNVEE
Current assets MENEE
Current liabilities mEIaE
Non-current liabilities ERBERE
Net assets BEFE

Note: Proforma combined balance sheet has been adjusted so as to align with the Group's
accounting policies.

AUDIT COMMITTEE

The Audit Committee comprises Independent Non-executive Directors of the
Company and the annual results of the Group for the Year had been reviewed

by the Audit Committee.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors, the Company had maintained the prescribed
amount of public float during the Year and up to the date of this report as

required under the Listing Rules.
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Directors’ Report

AUDITORS

During the Year, Messrs. Deloitte Touche Tohmatsu resigned as auditors of the
Company and Messrs. HLB Hodgson Impey Cheng were appointed by the

Directors to fill the casual vacancy.

Save as disclosed above, there have been no other changes of auditors in the

past three years.

A special notice pursuant to sections 116C and 132(1)(c) of the Companies
Ordinance has been received from a shareholder of the Company nominating

Messrs. HLB Hodgson Impey Cheng to be reappointed auditors of the Company.

It is proposed to put forward to shareholders for consideration of passing an
ordinary resolution at the forthcoming annual general meeting of the Company
to re-appoint Messrs. HLB Hodgson Impey Cheng as auditors of the Company.
HLB Hodgson Impey Cheng will retire at the conclusion of the forthcoming
annual general meeting, and being eligible, will offer themselves for re-

appointment, as auditors of the Company.

On behalf of the Board
Matthew Cheong, Veng-va

Chairman

Hong Kong, 13th March, 2007
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