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

The Company acts as an investment holding company.The principal activities of
the Company’s principal subsidiaries, the Group's associates and jointly controlled
entities are set out in notes 37,38 and 18 to the financial statements respectively.

The results of the Group for the year ended 31st December, 2005 are set out in
the consolidated income statement on page 34.

The directors do not recommend the payment of a dividend for the year.

The Group revalued all of its investment properties at the year end date and there
was no surplus or deficit arising on the revaluation.

Details of the movements in the investment properties and property, plant and
equipment of the Group during the year are set out in notes 14 and 15 to the
financial statements respectively.

As at 31st December, 2005, the Company had no reserves available for cash
distribution and/or distribution in specie, except that under the laws of Bermuda,
the Company’s share premium account, in the amount of approximately
HK$354,078,000, may be distributed in the form of fully paid bonus shares and
the Company's contributed surplus account, in the amount of approximately
HK$588,178,000, may be distributed under certain circumstances.

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

Mr.Wong Chung Tak
Mr.Deng Wenyun
Mr.Tse Kam Fai

Mr.Gong Hanbing (resigned on 30th March, 2006)
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Mr.Chen Chao
Mr.Wong Ngo, Derick

Mr. Lee Kuo Ching, Stewart
Mr. Liu Sing Piu, Chris
Ms. Chong Kally

In accordance with the Company’s bye-law 87, Messrs. Deng Wenyun, Tse Kam
Fai and Ms. Chong Kally will retire and, being eligible, offer themselves for re-
election at the forthcoming annual general meeting.

The independent non-executive directors are not appointed for specific terms
but are subject to retirement by rotation in accordance with the bye-laws of the
Company.

No director being proposed for re-election at the forthcoming annual general
meeting has a 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.

Save as disclosed in the sections “Share Options”and “Substantial Shareholders”
below, as at 31st December, 2005, none of the directors or chief executives of the
Company or any of their associates had any interests and short positions in the
shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of the Securities and Futures Ordinance (the
"SFO")) as recorded in the register maintained by the Company pursuant to 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 Companies.

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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Pursuant to an ordinary resolution passed at the annual general meeting of the
Company held on 30th May,2002,a new share option scheme (the “New Scheme”)
was adopted by the Company. The New Scheme replaced the share option
scheme adopted on 17th November, 2000 (the “Old Scheme”). After the adoption
of the New Scheme, no further options can be granted under the Old Scheme.
Particulars of the Company’s share option schemes are set out in note 29 to the
financial statements.

Details of movements in the number of share options are set out below:

Bt a
Old Scheme
BREZA
A B
ZERRE g 2 5ig:S
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SEELRAAR ik BREBS: a1 e HRTE FREH R 1T
B
Number of share options
Date of Exercise Outstanding Outstanding
grant of Exercise price at 1st Lapsed at31st
Name or category share period of of share January, during December,
of participant Note options * share options options** 2005 the year 2005
HKS
g3
Directors
RAxE ZZ2-5=ANE ZTZ-#=A-t+-RE 0.1945 30,000,000 - 30,000,000
Mr.Chen Chao ZE-ZE+-A+RA
93.2001 2132001 t0 16.11.2010
EEERE @ ZET-¥=ANE ZZE-4=A-t+-HZ 01945 30,000,000 - 30,000,000
Mr.Gong Hanbing “Z-Z5+-A+KH
93.2001 213.2001 0 16.11.2010
“ZZ-f+A-t=H “ZZ-f-f-HE 01945 2,580,000 - 2,580,000
“ZERET-A=T-H
23.7.2001 1.1.2002 to 31.12.2006
“ZZ-f+A-t=H “ZT-F+A-HE 01945 2,580,000 - 2,580,000
ZETLERAZTH
23.7.2001 1.7.2002 to 30.6.2007
FERLE b —ARtELAtLE —“ANtEtA+RAE 03800 900,000 - 900,000
Mr. Lee Kuo Ching, Stewart “ZZtE+ATNA
7.7.1997 15.7.1997 to 14.7.2007
66,060,000 - 66,060,000
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SHARE OPTIONS (Continued)

Old Scheme (Continued)
BREZA
A S
“E31% ZEEZIF
R BRE BRE -B-8 tZBR=1-AH
SHEERZAER i3 BREBS: ixid L ﬁ%@** HRTE FREU R 1T
: Number of share options
Date of Exercise Outstanding Outstanding
grant of Exercise price at1st Lapsed at31st
Name or category share period of of share January, during December,
of participant Note options * share options options** 2005 the year 2005
HKS
EES
Other employees
At ZZE-EZANA “ZZ2-%ZA-TRHE 0.1945 9,000,000 - 9,000,000
In aggregate ZE-TF+-A+KH
93.2001 20.3.2001 t0 16.11.2010
“ZZ2-%ZANB ZZT-%=A-t+-RHE 0.1945 60,000,000 - 60,000,000
“E-ZF+-A15H
93.2001 213200110 16.11.2010
“ZZ2-%ZANB ZZT-%=-A-+ZRHEZE 0.1945 1,500,000 - 1,500,000
“E-ZF+-A15H
93.2001 223200110 16.11.2010
“E2-ftA-t=H :2?—¢AH—H§ 0.1945 25,000,000 - 25,000,000
“EERELAZTH
23.7.2001 282001 t0 26.7.2006
ZF2-ftA-t=H —ZZ-F)\AEAZE 0.1945 25,000,000 (25,000,000) -
ZEEAFLAZNA
23.7.2001 482001 to 28.7.2006
ZF3-ftA-t=H :%?—iAH+ﬁH§ 01945 48,862,800 - 48,862,800
“ZERENANA
23.7.2001 1 582001 t0 8.8.2006
“EZ-%tA=+=H “2%-Ff-A-BZ 0.1945 47,118,550 (20,098,400) 27,020,150
:?;ﬁfﬁ‘l':ﬂ =1-H
23.7.2001 1.1.2002 to 31.12.2006
“ET-FtA=+=H Z “f+A-BEZ 0.1945 47,118,550 (20,098,400) 27,020,150
Z+EAAZTA
23.7.2001 1.7.2002 to 30.6.2007
ZZZ-%/\At+=H —ET-_F-J-HE 0.1945 750,000 - 750,000
—2ERET-A=T-H
1382001 1.1.2002 to 31.12.2006
Z2Z-%\At+=H “2E-F+tR-RE 0.1945 750,000 - 750,000
“ETtFRA=1H
1382001 1.7.2002 to 30.6.2007
265,099,900 (65,196,800) 199,903,100
331,159,900 (65,196,800) 265,963,100
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Number of share options

Exercise Outstanding Outstanding

Exercise price at st Lapsed at 31st

period of of share January, during December,

share options options** 2005 the year 2005
HKS

ZE+-AZTNRZ 00754 40,000,000 (20,000,000 20,000,000

ZEEN\ET-AZTH
28.11.2003 to 26.11.2008

(a) Mr.Gong Hanbing resigned as director and president of the Company on 30th March,
2006. His share options will lapse by the end of June 2006.

(b) The options outstanding at 1st January, 2005 granted to Mr.Lee Kuo Ching, Stewart were
in accordance with the general mandate granted by the shareholders to the directors at
the annual general meeting of the Company held on 10th June, 1997.

* The vesting period of the share options is from the date of the grant until the
commencement of the exercise period.

*x The exercise price of the share options is subject to adjustment in the case of rights or
bonus issues, or other similar changes in the Company’s share capital.

No share options were granted to or exercised by the directors or employees
during the year.

As at 31st December, 2005, the total number of shares available for issue under
the Company’s share option schemes is 285,963,100 shares, representing 2% of
the issued share capital of the Company.

Save as disclosed in the section “Share Options”above, at no time during the year
was the Company or any of its subsidiaries, a party to any arrangements to enable
the Company’s directors or chief executives to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body corporate.
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As at 31st December, 2005, the register of substantial shareholders maintained
by the Company pursuant to Section 336 of the SFO shows that other than the
interests disclosed above in respect of certain directors and employees, the
following shareholders had notified the Company of relevant interests in the issued
share capital of the Company:

FiERHEE e &7
B3 BH
HiEgs EERR %R Bokk
Percentage in
Number of shares held total
Direct Indirect number of
BERERE Name of shareholder interest interest Total issued shares
Thing On Group Limited Thing On Group Limited 2/418,111,792 - 2418,111,792 16.85%
TRELE Mr.Wong Chung Tak - 2418111792 2418,111,792 16.85%
RINTIHREEEAA Shenzhen Investment Holding
(IRYIZE L) Corporation (“SIHC) 320335712 1,279,090260 1,599,425,972 11.14%
Ultrarich International Limited Ultrarich International Limited
(Tuil) ("UIL") - 1,279,090,260 1,279,090,260 8.91%
RINBEEZER AR QA Shenzhen International Holdings
(MRINEER ) Limited ("SIHL") 1,279,090,260  1,279,090,260 891%
New Vision Limited ( [NVL] ) New Vision Limited ("NVL") - 1,279,090,260 1,279,090,260 8.91%
Great Mind Holdings Great Mind Holdings Group Limited
Group Limited ([ GML] ) ("GML") 1,279,090,260 - 1,279,090,260 891%
Bt et Notes:

(1) Thing On Group LimitedZ 2 Zp B 2 TR AN £ 12
&= d £ B2 A o F Il > Thing On Group Limited £2
TRESERRARAARRAREAR —#

X o

m

@) GML 7 1,279,090,260 A& 78 & B R 17 BT 1 2 #E 25 7R
3 BNVL » NVLFE 1,279,090,2608% 28 22 &% 13 AT 2
RIS RARINEE UL BRI E - R E
T

() GMLANVLZ 2 &K B A
(b) NLARINBEER 2EHMEB AR

©  ULTERIERZBREAE EEHZS
N EZREE R

(d) ULBRYIEBEE 22 ERBRA
M EXFTIEEEIINR_EERF+ A=+

— B ARRMEENGNAR BB MAEH
Befnz Hib BRAEZ KA R -

m The entire issued share capital of Thing On Group Limited is beneficially owned by Mr.
Wong Chung Tak. Both Thing On Group Limited and Mr.Wong Chung Tak are therefore
deemed to have the duplicate interests in the share capital of the Company.

(2) The interest of GML in the 1,279,090,260 shares of the Company is attributed to NVL.The
interest of NVL in the 1,279,090,260 shares of the Company is also attributed to SIHL, UIL
and SIHC on the bases that:

(a) GML is the wholly-owned subsidiary of NVL;

(b) NVL is the wholly-owned subsidiary of SIHL;

(Q) UIL controls more than one-third of the voting power at SIHL's general meetings;
and

(d) UIL is the wholly-owned subsidiary of SIHC.
Other than as disclosed above, the Company has not been notified of any other

relevant interests or short positions in the shares and underlying shares of the
Company as at 31st December, 2005.
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On 1st March, 2004, the Group entered into a loan agreement with Wu Han Jingke
Information Industry Co., Ltd ("Jingke Information”), a jointly controlled entity of
the Group, pursuant to which the Group agreed to grant a non-revolving secured
loan of up to RMB15,000,000 (equivalent to approximately HK$14,151,000). The
loan bears interest at HSBC prime rate. The loan principal and interest is expired
on 31st December, 2005 and will be renewable upon terms to be agreed between
the parties thereof. The loan is secured by each of the shareholders of Jingke
Information by charging their respective equity interests in Jingke Information to
the Group.

During the year, the Group's purchases from the five largest suppliers accounted
for approximately 42% of the Group's total purchases and purchases from the
largest supplier included therein accounted for approximately 15.5% of the Group's
total purchases.

During the year, the Group’s sales to the five largest customers accounted for
approximately 46.6% of the Group's total turnover and sales to the largest customer
included therein accounted for approximately 17.4% of the Group's total sales.

None of the directors of the Company, their associates, nor any shareholder, which
to the best knowledge of the directors own more than 5% of the Company’s
issued share capital,had any beneficial interest in the Group’s five largest customers
and suppliers.

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

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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The Company has received, from each of the independent non-executive directors,
an annual confirmation of his/her independence pursuant to Rule 3.13 of the
Rules Governing the Listing of Securities on the Stock Exchange (the“Listing Rules”).
The Company considers all of the independent non-executive directors are
independent.

The emolument policy of the senior management of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

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

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 29 to the financial
statements.

The Company has maintained a sufficient public float that throughout the year
ended 31st December, 2005.

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

WONG CHUNG TAK
Chairman

Hong Kong
7th April, 2006
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