DIRECTORS' REPORT EE € 4%

The directors present their annual report and the audited
consolidated financial statements for the year ended 31
December 2006.

Principal Activities

The Company is an investment holding company and engaged
in property investment and securities trading. The Company
and its subsidiaries are principally engaged in property
investment, other investments and distressed assets business.
Details of the principal activities of the Company’s subsidiaries,
the Group’s associates and jointly controlled entity are set
out in note 56 to the consolidated financial statements.

Results and Appropriations

The results of the Group and appropriations of the Company
for the year ended 31 December 2006 are set out in the
consolidated income statement on page 49.

The Directors recommend the payment of a final dividend of
HK$0.07 per share to the shareholders on the register of
members on 29 May 2007, amounting to approximately
HK$127,450,000.

Fixed Assets

The Group’s leasehold properties were revalued on 31
December 2006. The net surplus on revaluation amounting
to approximately HK$11,926,000, of which a surplus of
approximately HK$5,193,000 was credited to the consolidated
income statement to reverse the deficit previously charged to
the consolidated income statement and the remaining surplus
of approximately HK$6,733,000 was credited to the asset
revaluation reserve.

The Group and the Company revalued all of its investment
properties on 31 December 2006. The net increase in fair
value of investment properties, which has been credited
directly to the consolidated income statement, amounted to
approximately HK$89,927,000.
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Fixed Assets (Continued)

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

Details of the major investment properties of the Group as at
31 December 2006 are set out in the section under “Summary
of Investment Properties and Stock of Properties”.

Share Capital

Details of the movements during the year in the share capital
of the Company are set out in note 39 to the consolidated
financial statements.

Distributable Reserves of the Company

The Company’s reserves available for distribution to
shareholders as at 31 December 2006 comprised the retained
profits of approximately HK$367,418,000.

Directors

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

Executive directors

Gao Jian Min (Managing Director)

Liu Tianni (Deputy Managing Director)
Gu Jianguo
Chen Yongcun
Chow Kwok Wai
Zhu Dengshan (resigned on 13 February 2006)

Cheung Chung Kiu (resigned on 17 July 2006)
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Directors (Continued)
Non-executive directors

Chen Xiaozhou (Chairman) (appointed on
13 February 2006 and
redesignated as
non-executive directors
on 1 September 2006)

Hui Xiao Bing (Vice Chairman) (re-designated as
non-executive director on
1 September 2006)

Yuen Wing Shing (re-designated as
non-executive director on
1 September 2006)

Independent non-executive directors

Kang Dian
Zhang Lu
Hung Muk Ming

The term of office of each director, including the non-executive
directors and the independent non-executive directors, is the
period up to his retirement by rotation in accordance with
the Company’s Articles of Association.

In accordance with the provisions of the Company’s Articles
of Association, Messrs. Gao Jian Min, Chen Yongcun, Chow
Kwok Wai and Kang Dian retire at the forthcoming annual
general meeting, and they being eligible, offer themselves for
re-election. The remaining directors shall remain in office.
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Directors’ Service Contracts

Other than as disclosed in the section headed “Connected
Transaction” below, no director 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).

Directors’ Interest in Shares

As at 31 December 2006, none of the directors and the chief
executive of the Company nor any of its associates had any
interests or short positions in any shares, underlying shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”) as recorded in the register as
required to be 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. None of the directors or their
spouses or children under the age of 18, had been granted
any right to subscribe for the equity or debt securities of the
Company or any of its associated corporation, or had
exercised any such right during the year.

Share Options

Details of the share option scheme adopted by the Company
on 26 June 1995 (the “Old Option Scheme”) and the share
option scheme adopted by the Company on 27 May 2002
(the “New Option Scheme”) are set out in note 41 to the
consolidated financial statements.

e H| =
'Aﬂ@_&;{:oﬂ%
===

BESZBBEN

BTXIEEXS] A EEN  RERE
BRAEFAS LBEEEZESMBRLE
BRI N —FZAMELERE CEERER
SN BRI R R IE 2 lRIEE K ©

EEokmES

RIBEZXRF+A=+—HBIt» "AFR
BEFRBERIIEB2GEFHELME
BRERARBNEERERITHRABRESE
EATBE A BN AR B SR E AT A AR
B(EREREHFMAERMEXVE) HEE
ARty ~ AR REREOREZIORAR
RESETUBENERAARLREEMERS
PREMR AT ([BZFT]) MBENRRR - REF
N EFHIRFOEBRTARATHTF
o BERER T EAEN AT RBEARASNE
EARBEB A A K EREE L G ITEER
AFER e

BRE

RRARR—ANAFARAZHRBRANE
Perat 8 ((EBIREE D) RARRN-F
ZoFHA - T BRBHBARERT B (T
AR E)) 2B E N R B IS IR M
FE41 e

By




DIRECTORS' REPORT EE € 4%

Share Options (Continued)

The following table discloses the movements in the Company’s
share options granted to the directors and other employees
of the Company under the Old Option Scheme and the New
Option Scheme during the year.
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Number of share options

BREHA
Outstanding Outstanding
as at as at
1 January 31 December
Subscription 2006 Exercised 2006
price RZZEEX during RZ-ZZXF
Directors Exercisable period per share —A—H theyear t—A=+—H
2= A FITEHE ERABE RFTHE FRETHE ZRFITHE
HKS$
BT
CHEN Yongcun 25/07/2001-24/07/2011 0.535 2,000,000 (2,000,000) —
B ok 15 07/06/2002-06/06/2012 0.700 5,000,000 (5,000,000) —
GAO Jian Min 09/01/1997-08/01/2007 0.967 15,000,000 (15,000,000) —
BER 07/06/2002-06/06/2012 0.700 5,000,000 (5,000,000) —
GU Jianguo 27/07/1999-26/07/2009 0.900 2,000,000 (2,000,000) —
FEEE
29,000,000 (29,000,000) —
Other employees 25/07/2001-24/07/2011 0.535 3,000,000 (3,000,000) —
HiES
Total
& 32,000,000  (32,000,000) -

During the year, no share options were granted to the
directors and other employees under the New Option Scheme.

The weighted average closing price of the shares immediately
before the dates on which the share options were exercised
is HK$2.35.
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Arrangements to Purchase Shares or Debentures

Other than the share option holdings disclosed above, at no
time during the year was the Company or any of its
subsidiaries, a party to any arrangement to enable the
directors of the Company to acquire benefits by means of
the acquisition of shares in, or debenture of, the Company or
any other body corporate, and neither the directors nor the
chief executive nor any of their spouse or children under the
age of 18, had any right to subscribe for the securities of the
Company, or had exercised any such right.

Directors’ Interests in Contracts of Significance

Other than as disclosed in the section headed “Connected
Transaction” below, no contracts of significance to which the
Company or its subsidiaries was a party and in which a
director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at
any time during the year.
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Substantial Shareholders

As at 31 December 2006, persons other than a director or
the chief executive of the Company having interest in 5% or
more of the issued share capital of the Company as recorded
in the register required to be kept by the Company under

Section 336 of SFO were as follows:

Long positions in shares and underlying shares of the

Company as at 31 December 2006 are set out below:
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Name of Number of the issued
substantial ordinary Underlying Total share capital
shareholders Capacity shares shares interests -
FTERRER 54 ZEREAR 1E B BR 12 RSB =
Silver Grant Beneficial owner 144,770,022 — 144,770,022 7.95%
International EnlEEA (Note 1)
Holdings Limited (Ktatt1)
China Cinda Asset Interest of controlled 416,924,000 — 416,924,000 22.90%
Management corporation (Note 2)
Corporation ZEGLEBE RN E S (HfaE2)
(“China Cinda”)
PEEEEE
[SBENE]
(TR EEZED)
Citigroup Inc. 23,181,000 shares as 46,984,000 138,813,559 185,797,559 10.20%
beneficial owner, (Note 3)
23,803,000 shares (Kt a£3)
as approved lending
agent and
138,813,559
underlying shares as
beneficial owner
23,181,000/% & & &=
%HB A - 23,803,000/%
BRzAREREAR
138,813,5591A @ A% 15
BEZEARA
Notes Htat:
1. Messrs. Gao Jian Min and Liu Tianni, both of whom are 1. BEREERBRGLE  HEHAEEAR

directors of the Company, each had a 30% interest in Silver

Grant International Holdings Limited as at 31 December 2006.
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Substantial Shareholders (Continued) FERR (&)

Notes: (Continued) fist : ()

2. The following is a breakdown of the interests in shares of the 2. W BFEEEMFRARRZ R ES
Company held by China Cinda: M

Total interest in shares
BHEZEAE
Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
SEEEER ERRRER 2HEs % HEER EEEs
Well Kent International China Cinda 100% — 416,924,000
Investment Company Limited & E {5 &
EREBRKRERRDA
Catic Limited Well Kent International 100% 416,924,000 -
Investment Company Limited
EZBRKREBRAA
3. This represents the interest in convertible note in the principal 3. It & 7K & 8852,500,000% 70 2 7] 2 3% 2= $5

BIHEZ  BHIEER2.958 T 294
BB 2T E AT R AR R AT A 2 iR B
Wk - BEEITE $£138,813,5590% #1 %

amount of USD52,500,000 pursuant to which a total number
of 138,813,559 new shares will be issued upon full exercise
of the conversion rights attaching thereto at the initial

conversion price of HK$2.95 per share. e
Other than as disclosed above, the register required to be bR EXPTEEEN  RIBEFESREEGOE
kept under Section 336 of the SFO showed that the Company SBBIEMTERATHEENELZMAER - A2
had not been notified of any other interests or short positions AVEZETANEER - F+_A=
in the shares and underlying shares of the Company as at 31 T—BEARRTRMD RABERD RS E0A
December 2006. HEMED R A NER -
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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 Rule 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange. The Company
considers all of the independent non-executive directors are
independent.

Connected Transaction

A service agreement dated 28 December 2004 was entered
into between Mr. Gao Jian Min (“Mr. Gao”) and the Company.
Pursuant to the terms and conditions set out therein, the
Company agreed to employ Mr. Gao and Mr. Gao agreed to
serve the Company as a Managing Director by providing the
Company with the services as described in the service
agreement for a term of three years from 28 December 2004
to 27 December 2007, which term shall continue thereafter
until determined by either party giving to the other not less
than 3-months prior written notice.

Purchase, Sales 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 its listed
securities.

Emolument Policy
The emolument policy of the employees of the Group is set

up by the Remuneration Committee and is based on their
merit, qualifications and competence.
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Emolument Policy (Continued)

The emoluments of the directors of the Company are decided
by the Remuneration Committee, having regarded to the
Company’s operating results, individual performance and
comparable market practices.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 41 to the consolidated financial
statements.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of its directors, during
the year and up to the date of this report, there is a sufficient
public float, of not less than 25% of the Company’s issued
shares as required under the Listing Rules.

Major Customers and Suppliers

The Group’s turnover comprises rental income from leasing
of properties, dividend income from investments in securities,
income from property management, the gross proceeds
received and receivable from trading of securities, income
from sales of properties and shares of recoveries of interest
in distressed assets.

The aggregate amount of purchases and turnover attributable
to the Group’s five largest suppliers and customers were
less than 30% of the Group’s total purchases and turnover
for the year.
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Closure of Register of Members

The register of members of the Company will be closed from
(Wednesday) 23 May 2007 to (Tuesday) 29 May 2007, both
days inclusive, during which period no transfers of shares
will be registered.

In order to qualify for the proposed final dividend, completed
transfer form accompanied by the relevant share certificates
must be lodged with the share registrar of the Company,
Secretaries Limited, at 26th Floor, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong not later than 4:30 p.m. on
(Tuesday) 22 May 2007.

Post Balance Sheet Events

Details of significant events occurring after the balance sheet
date are set out in note 59 to the consolidated financial
statements.

Financial Assistance Given to Affiliated Companies
Amounting to More Than 8% of the Assets Ratio

As at 31 December 2006, the aggregate amount of advances
made by the Group to its associates was approximately
HK$636,392,000.

As at 31 December 2006, the advances made by the Group
to its associates are as follows:
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Advances

B

HK$’000

FET

IREECEFREMEREER AT 362,060
Ju Fu San Yan Jing Investment Company Limited (EE=RHXEBR A7) 128,374
Beijing East Bay Investment Consultants Limited (It REEREERBRE 2 7)) 125,000
Beijing Ju Fu Real Estate Development Company Limited (tREREEHERZARE A F) 20,958

636,392
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Financial Assistance Given to Affiliated Companies
Amounting to More Than 8% of the Assets Ratio
(Continued)

The combined balance sheet of the associates as at 31
December 2006, which includes the assets and liabilities of
IEREEGEFEHWERMEABRAA, Ju Fu San Yan Jing
Investment Company Limited, Beijing East Bay Investment
Consultants Limited and Beijing Ju Fu Real Estate
Development Company Limited, is as follows:

BRFHEBARNYBEDAREAE
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HK$'000

FET

Non-current assets IEREEE 276,860
Current assets mENEE 1,199,950
Current liabilities mEBaE (1,031,690)
Non-current liabilities FERBAGE (210,000)
Shareholder’s fund R & & 235,120
Equity attributable to equity holders of the associates B RN alRAFE ABMGERAE 235,120

Details of the above associates are set out in note 56 to the
consolidated 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.

By order of the board of directors
Chen Xiaozhou

Chairman

Hong Kong, 23 April 2007
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