Chairman’s Statement EEHRE

On behalf of the board of directors, I present the
annual report of Winfoong International Limited
(the “Company”) and its subsidiaries

(the “Group”) for the year ended

31 December 2005.

FINANCIAL RESULTS

For the year ended 31 December 2005, the Group recorded
consolidated profit attributable to shareholders of approximately
HK$115.1 million.

DIVIDENDS

No interim dividend was paid for the year ended 31 December
2005 and the directors do not recommend the payment of a final
dividend.

MANAGEMENT DISCUSSION AND ANALYSIS
REVIEW OF OPERATIONS AND FUTURE
PROSPECTS

During the year, the Group continues to engage in property related
businesses and provision of horticultural services. The increase in

turnover was due to the sale of 8/F 9 Queen’s Road Central.

The Group recorded net profit of approximately HK$115.1 million in

the year. The Group's result was affected by:

() surplus on revaluation of investment properties of
approximately HK$166 million with corresponding provision
for deferred tax liability of approximately HK$29.1 million;

(i) profit on disposal of properties held for sale of approximately
HK$18.8 million;

(i) gain on disposal of land and building of approximately HK$28.1
million

(iv)  provision for impairment of property held for future

development of approximately HK$67.5 million;
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(v)  the recognition of share-based benefits of approximately
HK$8.9 million on adoption of the new Hong Kong Financial
Reporting Standard no. 2;

(vi) increase in interest expense of approximately HK$9.7 million
due to increase in interest rate despite the decrease in bank

loan; and

(vii) share of (a) valuation gains on investment properties of
approximately HK$35.6 million and (b) operating loss of

approximately HK$4.9 million of an associate.

The net asset value of the Group per share as at 31 December
2005 was approximately HK$1.13 based on the 1,492,410,986
shares issued.

The investment property at 38 Conduit Road has been held for
rental purpose. In September 2005, building plan was submitted
for the redevelopment of the property. It is expected that
redevelopment will commence in 2006. The directors has decided
that part of the new building will be sold with sale proceeds to
cover the costs of 38 Conduit Road redevelopment and also of 15
Magazine Gap Road redevelopment, when required. The unsold

part of the completed property will be held for rental purpose.

The investment property at 15 Magazine Gap Road has been held
for rental purpose. Decision to redevelop the property was made
towards the end of the year. It is expected that redevelopment will
commence in 2006. The redeveloped property will continuously be

held for rental purpose.

The Group will continue to look for investment and development

opportunities in Hong Kong.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group's funding and treasury activities are centrally managed
and controlled at the corporate level. There is no significant change
in respect of treasury and financing policies from the information
disclosed in the Group's latest annual report. The Group has no
exposure to foreign exchange rate fluctuations except for the
interests in an associate in Singapore which is held as long term
investment. The Group's borrowings are denominated in Hong Kong

dollars and arranged on a floating rate basis.

The Group’s working capital requirements are met by recurring cash
flows from the investment properties portfolio and committed
undrawn credit facilities. The yearend gearing ratio was 25% (2004:
35%) based on bank loans less cash and bank balances to
shareholders’ funds including minority interests. As at 31 December
2005, the outstanding bank loans amounted approximately
HK$427.4 million. These loan facilities were secured by the Group’s
properties. The Company has provided guarantees in respect of
bank facilities made available to subsidiaries totalling approximately
HK$501.4 million (2004: HK$609.4 million).

The current portion of bank loans included property loans of 38
Conduit Road and 15 Magazine Gap Road. The property loan of 38
Conduit Road is expected to be replaced by project finance of the
redevelopment project and ultimately settled by the sale proceeds
of the redevelopment of 38 Conduit Road. The property loan of 15
Magazine Gap Road is expected to be replaced by project finance
of the redevelopment project (“"MGR project loan”). Upon
completion of the redevelopment of 15 Magazine Gap Road, the

MGR project loan will be replaced by a mortgage loan.
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Cheong Pin Chuan, Patrick

Chairman

Hong Kong, 23 March 2006
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