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The Directors hereby present their Annual Report together with
the audited financial statements of China Everbright Limited (the
“Company”) and its subsidiaries (collectively the “Group”) for the
year ended 31st December 2005.

The Group is principally engaged in investment holding and
provision of financial services. The principal activities of the
subsidiaries are set out in note 14 to the financial statements.

The turnover and contribution to operating results of the Group
by activity and geographical location are set out in note 35 to the
financial statements.

The results of the Group for the year ended 31st December 2005
are set out on page 57 of this Annual Report.

The Directors do not recommend the payment of a final dividend
for the year ended 31st December 2005 (2004: Nil ).

The principal activities of the Group are investment holding and
provision of financial services. Turnover represents the aggregate
of revenue from sale of trading securities, interest income, dividend
income, rental income, brokerage commission and service income.
Accordingly, it is not practicable to state the percentage of the
sales attributable to the Group’s largest customers and percentage
of the purchases attributable to the Group’s largest suppliers.

None of the Directors, their associates or any shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company’s issued share capital) has an interest in the share capital
of any of the five largest suppliers.
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A summary of the results and assets and liabilities of the Group
for the past five financial years is set out on page 170 of this
Annual Report.

Movements in fixed assets are set out in note 13 to the financial
statements.

Particulars of major properties held by the Group as at 31st
December 2005 are set out on pages 171 to 172 of this Annual
Report.

Details of the Company’s principal subsidiaries and associates as
at 31st December 2005 are set out in notes 14 and 15 to the
financial statements respectively.

During the year, the issued share capital of the Company had
been increased from HK$1,563,600,712 to HK$1,564,875,712.
The Company issued 1,275,000 shares on the exercise of share
options granted to senior executives of the Group.

Details of the movements in the share capital of the Company
during the year are set out in note 25 to the financial statements.

Movements in share premium and reserves during the year are
set out on pages 60 to 62 of this Annual Report.

The Company does not have any distributable reserves at 31st
December 2005 as calculated under Section 79B of the Hong
Kong Companies Ordinance (2004: Nil).
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Bank loans and overdrafts repayable within one year or on demand
are classified as current liabilities in the financial statements. No
interest was capitalised by the Group during the year.

Significant related party transactions entered into by the Group
during the year ended 31st December 2005, which do not
constitute connected transactions under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”), are disclosed in note
30 to the financial statements.

Following completion of the Company’s acquisition of China
Everbright Financial Holdings Limited (“Everbright Financial”) on
31st December 1998, the provision of financial services by
Everbright Financial and its subsidiaries to China Everbright
Holdings Company Limited and China Everbright International
Limited and their respective subsidiaries would constitute
connected transactions for the Company. The Stock Exchange
has granted a waiver to the Company from strict compliance with
the requirements of the Listing Rules in relation to connected
transactions in respect of these types of transactions subject to
certain disclosure requirements.
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The details of these transactions during the year ended 31st
December 2005 are set out as follows:

YWE z &<

Securities brokerage commission
received from

— Asia Like Securities Limited, —RRER QRS

a subsidiary of the ultimate 2B AT
holding company Asia Like Securities
Limited
Rental expense paid to a wholly MREERABIEEZ
owned subsidiary of the ultimate 2EMBARSZNES
holding company (note 30(a)(v) to (B # &
the financial statements) Kt #£30(a)(v))

In the opinion of the Directors, these transactions had been
conducted on normal commercial terms. The Independent Non-
executive Directors have reviewed these connected transactions
and confirmed that such transactions were entered into on normal
commercial terms in the ordinary course of business of the Group
and in accordance with the agreements governing these
transactions, or where there is no agreement, on terms no less
favourable than terms available to independent third parties, and
the aggregate value of such transactions did not exceed the limits
set out in Rule 14A.34 of the Listing Rules.
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The Directors of the Company during the year and up to the date
of this Report are:

Executive Directors:

Wang Mingquan, Chairman

Guo You

Zhou Ligun, Chief Executive Officer

He Ling, Deputy General Manager

Chen Shuang, Deputy General Manager

Xu Haoming (Appointed on 23rd June 2005)

Xu Bin, Vice-chairman (Resigned on 23rd September 2005)

Xie Zhichun (Retired on 26th May 2005)
Lau Chung Man, Louis, Chief Financial Officer
(Resigned on 23rd May 2005)

Independent Non-executive Directors:

Ng Ming Wah, Charles

Tung Wai, David

Seto Gin Chung, John

Lin Zhijun (Appointed on 15th September 2005)

Article 87 of the Company’s Articles of Association provides that
any Director appointed by the Board of Directors shall hold office
only until the next annual general meeting of the Company, but
shall be eligible for re-election at such meeting. Accordingly, Mr.
Xu Haoming and Dr. Lin Zhijun, being Directors so appointed,
shall retire at the forthcoming Annual General Meeting and, being
eligible, offer themselves for re-election.
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In accordance with Articles 120 and 121 of the Company’s Articles
of Association, one-third of the Directors or the nearest number
to but not exceeding one-third of the Directors shall retire from
office and be eligible for re-election. Accordingly, Ms He Ling, Mr
Tung Wai, David and Mr Seto Gin Chung, John, being the longest
serving Directors, shall retire by rotation. However, only Ms. He
Ling and Mr. Seto Gin Chung, John will offer themselves for re-
election at the forthcoming Annual General Meeting whilst Mr.
Tung Wai, David will not offer himself for re-election.

The term of office for each Non-executive Director is the period
up to his retirement by rotation in accordance with the Company’s
Articles of Association.

As at 31st December 2005, the interests and short positions of
the Directors and Chief Executive of the Company in the shares,
underlying shares of equity derivatives and debentures of the
Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQO”)) as
recorded in the register of directors’ and chief executives’ interests
and short positions required to be maintained under section 352
of the SFO are as follows:

1. Long position in shares of the Company

Personal

Total interests

Name of Director EEHF “ay BAER
Guo You iy 1,000,000 1,000,000
He Ling 85 320,000 320,000
Ng Ming Wah, Charles RPE 100,000 100,000

AARMBERMUE B _THEEE—
Bt HRE REFRRAFRKE L
=N HMEFEIKREOETBBILEA
ZEERRE BRI BEET-Ei - EH&
ENESR BER/)JHE ERLERAERS
EEBEKERESR- AN REBKR /A
KA RSP EERBREAGERT 2 RRBF
ARELRMEBEET MERLEKTSE
BB

BRUIFATESNEHM/RERL AR
ERANFHRERERMER-

R_BERF+-A=+—HB ARARE
EHREROIESGHERARECES
R AT AR 51 ROX B B RC P 8 AC 8%
N BREERTRESERARRREBER
A(EERBFFRBMEMRMIEXVE) 2 K
I BEARPERATETARBEF Z RN
T~

1. RERARHBZRA

% of total

issued shares
(if 0.01% or more)

Family Corporate HERTRS
interests interests aygEot
RiEER AEER (f50.01%Z A L)

- - 0.06
- - 0.02
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Long position in underlying shares of equity derivatives

of the Company

Name of Director

Esps

Wang Mingquan
THE

Guo You

AR

Zhou Ligun
Al B

He Ling

B%R

Chen Shuang
R

Ng Ming Wah, Charles
RE

Tung Wai, David
E

Seto Gin Chung, John
AR

TR AERER A

Nature of
interest

BEME

Personal il A
Personal il A

Personal il A
Personal fAl A

Personal il A
Personal fAl A

Personal il A
Personal fA A

Personal il A
Personal fAl A

Personal fAl A

Personal il A
Personal fA A

Personal il A
Personal fAl A

Date of
Grant
REAH

07.07.03
03.05.05

07.07.03
03.05.05

07.07.03
03.05.05

07.07.03
03.05.05

03.09.04
03.05.05

07.07.03

07.07.03
05.05.05

07.07.03
05.05.05

Number of
equity
derivatives held
ERRAE
fIETA#A

3,000,000
1,920,000

750,000
640,000

750,000
1,920,000

750,000
1,280,000

750,000
1,280,000

50,000

150,000
640,000

150,000
640,000

2.

REQXARBRG RATETAZR

B

Number of
underlying
shares

RBERGHE

3,000,000
1,920,000

750,000
640,000

750,000
1,920,000

750,000
1,280,000

750,000
1,280,000

50,000

150,000
640,000

150,000
640,000

Total
a2y

4,920,000

1,390,000

2,670,000

2,030,000

2,030,000

50,000

790,000

790,000

Total
Percentage

BEL

0.31

0.09

0.17

0.13

0.13

0.003

0.05

0.05
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Long position in underlying shares of equity derivatives
of the Company (continued)

All the above shares and underlying shares of equity
derivatives were beneficially owned by the Directors
concerned. The percentage shown was calculated based on
the number of issued shares as at 31st December 2005.

Details of the share options held by the Directors and Chief
Executive of the Company are shown in the following section
under the heading “Information on Share Options”.

As at 31st December 2005 save as disclosed herein, none of the

Directors and Chief Executive of the Company were interested in

short positions in the shares, underlying shares of equity derivatives

or debentures of the Company or any associated corporation

defined under SFO as recorded in the register of directors’ and

chief executives’ interests and short positions.

3.

Long position in underlying shares of equity derivatives
of associated corporations

As at 31st December 2005, the following Directors had
personal interests in options to subscribe for shares in China
Everbright International Limited (“CEIL”), an associated
corporation of the Company. The shares of CEIL are listed
on the Hong Kong Stock Exchange.

REQXARBRO RATETAZR
B (&)

Eat Bt MR BRATET RS
HEMEFESRA- LXMBTRZA
DUHUARRAR-_TZRF+ A=
T—HEZETRNEBAE-

ARAREERITHRAETE ZREE
MERER T [RBREER AT

R-TERF+-A=+- BRUREE
S ARFRAREL RS EOTRE S
FRARE RN AR BEMA ADE
W RIT B A A A R T
B0 E 2 B AR IR B R 6T 4 T A (R
57 R o

REBEBLAAEBRSG RATETIA
ZRA

R-ZBZEAF+_A=1+—H:MUTE
ZEANEEARBARAZEHEDR
AR B ABIBR AR AR Z R H
BRI REBB T LM

Number of
Exercise underlying
price shares of CEIL
Nature of (HKS$) (ordinary shares) Total
Name of Director interest {78 Date of Grant Exercise period X KEB 2 Percentage
BEspg Batg (Bx) R®EUBAH T HERGEHE BESH
Wang Mingquan Personal 0.296  29.09.03 29.03.04-25.05.13 25,400,000 0.997
THHE & A
Chen Shuang Personal 0.296  29.09.03 29.03.04-25.05.13 4,000,000 0.157
B K & A

FEEAERAR AR



Information in relation to share options of the Company disclosed
in accordance with the Listing Rules was as follows:

1.

Outstanding share options as at 1st January 2005: 1.

Wang Mingguan
T

Xu Bin
BT

Guo You

HKR

Zhou Ligun
& 32 B

He Ling

B

Chen Shuang
B3

Xie Zhichun
BEE

Lau Chung Man, Louis
2fh 3T

Ng Ming Wah, Charles
RAE

Tung Wai, David

R

Seto Gin Chung, John
A fE &

Total employees
(Note)
EE0EH ()

TR AERER A
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Number
of options

AREHE

6,000,000
3,000,000

1,500,000
750,000

2,000,000
750,000

1,500,000
750,000

1,500,000
750,000

750,000

1,500,000

750,000

500,000
250,000

150,000

300,000
150,000

150,000

3,400,000
500,000
1,625,000
150,000
500,000

Date of
Grant
Al
B A

26.06.02
07.07.03

26.06.02
07.07.03

26.06.02
07.07.03

26.06.02
07.07.03

26.06.02
07.07.03

03.09.04
26.06.02
07.07.03

26.06.02
07.07.03

07.07.03

26.06.02
07.07.03

07.07.03

26.06.02
02.05.03
07.07.03
14.04.04
03.09.04

T~

Vesting period
BRH

27.06.02-26.12.04
08.07.03-07.01.06

27.06.02-26.12.04
08.07.03-07.01.06

27.06.02-26.12.04
08.07.03-07.01.06

27.06.02-26.12.04
08.07.03-07.01.06

27.06.02-26.12.04
08.07.03-07.01.06

04.09.04-03.03.07
27.06.02-26.12.04
08.07.03-07.01.06

27.06.02-26.12.04
08.07.03-07.01.06

08.07.03-07.01.06

27.06.02-26.12.04
08.07.03-07.01.06

08.07.03-07.01.06

27.06.02-26.12.04
03.05.03-02.11.05
08.07.03-07.01.06
15.04.04-14.10.06
04.09.04-03.03.07

Exercise period

1T 54

27.06.03-26.12.05
08.07.04-07.01.07

27.06.03-26.12.05
08.07.04-07.01.07

27.06.03-26.12.05
08.07.04-07.01.07

27.06.03-26.12.056
08.07.04-07.01.07

27.06.03-26.12.05
08.07.04-07.01.07

04.09.05-03.03.08
27.06.03-26.12.05
08.07.04-07.01.07

27.06.03-26.12.056
08.07.04-07.01.07

08.07.04-07.01.07

27.06.03-26.12.06
08.07.04-07.01.07

08.07.04-07.01.07

27.06.03-26.12.056
03.05.04-02.11.06
08.07.04-07.01.07
15.04.05-14.10.07
04.09.05-03.03.08

RAE £ AR BRI BE A B SR A H0 B B 4

R-ZEZFEF-A-—BHEHRITENR
R

Exercise
price
(HKS$)

1@
(Erx)

4.360
2.375

4.360
2.375

4.360
2.375

4.360
2.375

4.360
2.375

3.225
4.360
2.375

4.360
2.375

2.375

4.360
2.375

2.375

4.360
1.780
2.375
4.390
3.225
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Outstanding share options as at 31st December 2005: 2.
Date of
Number Grant
of options AR E Vesting period
AREHAE R AH X

Wang Mingquan 3,000,000 07.07.03 08.07.03-07.01.06
TR 1,920,000 03.05.05 04.05.05-03.11.07
Guo You 750,000 07.07.03 08.07.03-07.01.06
Yy 640,000 03.05.05 04.05.05-03.11.07
Zhou Liqun 750,000 07.07.03 08.07.03-07.01.06
[E A B 1,920,000 03.05.05 04.05.05-03.11.07
He Ling 750,000 07.07.03 08.07.03-07.01.06
B 1,280,000 03.05.05 04.05.05-03.11.07
Chen Shuang 750,000 03.09.04 04.09.04-03.03.07
BR 5 1,280,000 03.05.05 04.05.05-03.11.07
Ng Ming Wah, Charles 50,000 07.07.03 08.07.03-07.01.06
REjE
Tung Wai, David 150,000 07.07.03 08.07.03-07.01.06
R E 640,000 05.05.05 06.05.05-05.11.07
Seto Gin Chung, John 150,000 07.07.03 08.07.03-07.01.06
A e 640,000 05.05.05 06.05.05-05.11.07
Total employees 1,362,500 07.07.03 08.07.03-07.01.06
(Note) 500,000 03.09.04 04.09.04-03.03.07
EEMRE (7) 7,510,000 03.05.05 04.05.05-03.11.07

240,000 05.05.05 06.05.05-05.11.07

820,000 04.07.05 05.07.05-04.01.08

800,000 27.09.05 28.09.05-27.03.08

FEEAERAR AR

Exercise period

TS

08.07.04-07.01.07
04.05.06-03.05.10

08.07.04-07.01.07
04.05.06-03.05.10

08.07.04-07.01.07
04.05.06-03.05.10

08.07.04-07.01.07
04.05.06-03.05.10

04.09.05-03.03.08
04.05.06-03.05.10

08.07.04-07.01.07

08.07.04-07.01.07
06.05.06-05.05.10

08.07.04-07.01.07
06.05.06-05.05.10

08.07.04-07.01.07
04.09.05-03.03.08
04.05-06-03.05.10
06.05.06-05.05.10
05.07.06-04.07.10
28.09.06-27.09.10

R-ZBERFEF+-_A=+—HHE R

Exercise
price
(HK$)

TRE
(1)

2.375
2.850

2.375
2.850

2.375
2.850

2.375
2.850

3.225
2.850

2.375

2.375
3.000

2.375
3.000

2.375
3.225
2.850
3.000
3.135
3.100



Share options granted during the year ended 31st 3.

December 2005:

i B
AR
e
(B

Date of Grant
Vesting period
Exercise period
Exercise price

Grantees

EXA

Wang Mingquan

Xu Bin

Guo You

Zhou Ligun

He Ling

Chen Shuang

Tung Wai, David

Seto Gin Chung, John
Total employees (Note)

Total

Number of share options exercised during the year 4.
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03.06.2005

04.05.05 - 03.11.07
04.05.06 - 03.05.10

HK$2.850

IH#%

AFR

AR

v

BR

fR 3%

Eff

A {E T
EEMEH ()

2%

ended 31st December 2005:

Xu Bin

Ng Ming Wah, Charles

Lau Chung Man, Louis

Total employees
(Note)

*ok

were exercised.

TR AERER A

GRS
REFE
B 3
BENEH
(i)

05.06.2006

06.05.05 - 05.11.07
06.05.06 - 05.05.10

HK$3.000

Number of

options
granted on
03.05.2005

103.05.2005%2 i
ZAREHE

1,920,000
640,000
640,000

1,920,000

1,280,000

1,280,000

8,220,000

15,900,000

Date of Grant

RHBH

07.07.03
07.07.03
07.07.03
02.05.03
07.07.03

The weighted average (“WA”) closing price of the shares of the
Company immediately before the dates on which the options

BE-_ZZRF+-A=+—HLHF

ERARHNRRRE:
04.07.2005 27.09.2005
05.07.05-04.01.08 28.09.05-27.03.08
05.07.06-04.07.10 28.09.06-27.09.10
HK$3.135 HK$3.100
Number of Number of Number of
options options options
granted on granted on granted on
05.05.2005 04.07.2005 27.09.2005
}05.05.20058 H  #404.07.20058 1 #27.09.2005% it
ZRABREHE ZRABREHE ZRABREHE
640,000 - -
640,000 - -
240,000 820,000 800,000
1,520,000 820,000 800,000

BE-_ZZHF+-A=+—HLHF

ERTENRRERAE:
WA Closing
price**(HK$)
Exercise g
No. of Shares price (HK$) W E
RHEBE TEECET) (Brx)
562,500 2.375 3.050
100,000 2.375 3.150
125,000 2.375 2.900
375,000 1.780 2.900
112,500 2.375 3.100

Y RREROEZEFHARRETEASZ
A 89 D0 HE F 19 Y i 15
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No share options were cancelled during the year ended

31st December 2005.

Number of share options lapsed during the year ended

31st December 2005:

Wang Mingguan
Xu Bin

Guo You
Zhou Ligun
He Ling
Xie Zhichun

Lau Chung Man, Louis

Tung Wai, David
Total employees (Note)

TR
AT 3,

R
R
B

fRE=E

2 h X

=R
BE®OEE (i)

Note: These are employees working under employment contracts
that were regarded as “Continuous Contracts” for the purpose
of the Employment Ordinance of Hong Kong .

BE-ZZHF+-A=+—HLHF

ERLETHDRE

BE-_ZZTHF+-A=+—HLHF
EREAMNIRERE:

Date of Grant
wHBH

26.06.02
26.06.02
07.07.03
03.05.05
26.06.02
26.06.02
26.06.02
26.06.02
07.07.03
26.06.02
07.07.03
26.06.02
26.06.02
02.05.03
07.07.03
14.04.04
03.05.05

No. of options

AREHE

6,000,000
1,500,000
187,500
640,000
2,000,000
1,500,000
1,500,000
1,500,000
750,000
500,000
125,000
300,000
3,400,000
125,000
150,000
150,000
710,000

i RERBBBEREKG) FAED
[(BEEMEH] TENES-
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7. Valuation of share options

The fair value of share options granted is measured using a
Binomial Option Pricing Model based on the volatility of the
Company’s share price six months immediately preceding the
date of grant, taking into account the terms and conditions
upon which the share options were granted.

With effect from 1st January 2005, the Group amortises the
fair value of share options granted to employees as an
expense in the income statement in accordance with HKFRS
2 “Share-based Payments”. Details of the underlying
accounting policy are set out in note 2(qg)(ii) to the financial
statements.

Save as disclosed herein, as at 31st December 2005, none of the
Directors, the Chief Executive or their respective associates had
any interest in the securities of the Company or any of its
associated corporations or in any arrangements to which the
Company is a party to purchase shares of the Company or any
other body corporate.
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At the Extraordinary General Meeting of the Company held on
24th May 2002, an ordinary resolution was passed to adopt a

Share Option Scheme (the “Scheme”).

A summary of the Scheme disclosed in accordance with the Listing

Rules is as follows:

1. Purpose of the Scheme

ZETEIE B |

2. Participants of the Scheme

ZEtElwaEE

3. Total number of shares available for
issue under the Scheme and percentage
of issued share capital as at 31st
December 2005
Zat &P Al FETHORMEA RERZ
ZERE+_A=T—BHEBITERR
ORI

each

4. Maximum entitlement of

participant under the Scheme

ZEtElm B2 REREREED LR

ARRMN_ZTEZ-_FRA-_THBERTTZ
PRI RIK & 138 38 iR R IABRA —
RRERT & ([5H81]) -

B

BRELTRANFBENEBIEOBENAT

To provide incentive or reward to eligible persons for their
contribution to, and continuing efforts to promote the interests
of the Group.
HAEEEHERREAREE NS
{H B B i R B -

MBATBzZEEMALIR

Any employee(s) including any director(s) of the Company or any
subsidiary or associated company.

ARG EEAMBARSBEA AR EMNEERRE  ES-
105,113,571 shares (6.72%)

105,113,5710% (6.72%)

The maximum number of shares (issued and to be issued) in
respect of which options may be granted under the Scheme and
any other share option scheme(s) of the Company (whether
exercised, cancelled or outstanding) to any participants in any
12-month period shall not exceed 1 per cent of the total number
of shares in issue from time to time unless such grant has been
duly approved by ordinary resolution of the shareholders in
general meeting.

WRAZ LT 8 B AN 2 BHE (AT E At 32 B A2 5 &1 i i E {11218 A B )
ER2EERDDBRE (BRESITE FHIBARTESE) HE
BMzBROKRZHE (BREEBETRETFTETROHEE) S TR
BARDNBTREBITROBEE 1% - IREZEEBEBE1% - BlK
BEARNBRREBEAE FUAEBRBEREN I
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The period within which the shares must
be taken up under an option
A] AR 45 78 AR 4 SR B AR 1 &Y EA R

The minimum period for which an option
must be held before it can be exercised

RIEITE 2B AR BN &EHR

(@) The amount payable on application
or acceptance of the option
REIEXRBRESANZ R

(b) The period within which payments
or calls must or may be made

RSk B S R B R

(c) The period within which loans for
such purposes must be repaid
B3R BB RREE RN HR

The basis of determining the exercise

price
TEENETEREE

The remaining life of the Scheme

&t Bl 1 BR ) A

TR AERER A

The exercise period of options ranges from 1 to 4 years.

REETERARE - FEOFAZF-

The vesting periods ranges from 1 to 2.5 years from the date
of grant.
REREZBERPRBEHBAHPREF —FE-_FFT%-

(a) HK$1.00
1.00/& 7T

(b)  Within 30 days after the date of offer
B HE30KA

() N/A
A 3E A

The exercise price is determined by the Directors which shall
be at least the highest of (i) the nominal value of the shares;
(i) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant; and
(iii) the average closing price of the shares as stated in the
Stock Exchange’s daily quotations sheets for the five trading
days immediately preceding the date of grant.
REZTEREERESFEE T WEPER/RTI=ZFh 2 &
SE(RMHEE: (INEERRES B RORBRME A ®
BRRZWTE RMNEERHAREZEANLBEAZSE K
MR ERERA R FHKME-

The Scheme will expire on 24th May 2012.
ZatdlER —E - FR A - TMAKIL-
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No contracts of significance, to which the Company, its holding
company or any of its subsidiaries or fellow 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.

No Director offering for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or any
of its subsidiaries which is not terminable by the employing
company within one year without payment of compensation other
than the normal statutory compensation.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries, holding companies or fellow
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.

RAFER RAREERQF ZERA T
BB AR AR BM B AR ERTZE
MER MEFNESHA BRI ERENE
mZBEH

PREREERITZRRBFRNG LERE
E2EF HREX QB HE M HE R A
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As at 31st December 2005 the following persons had an interest
or short position in the shares and underlying shares of the
Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or who
were, directly or indirectly, interested in 5% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the

group:

MR-_ZEERE+-_A=+—B THALTE
RATIRD RAAARD P HEEERIEES
REERFIBEXVEE2REIDBAE AR
Rl RKE S EES R W
MEFTABRTEASEETMEMKER
RIZBRARE FREZAMERRAEE
5%k LA E R

Long Position BBEzRE
% of total
No. of shares issued shares
Name of shareholder beneficially held HE BT
REEZH ERXREARGHE [ = o 4
China Everbright Holdings Company Limited (Note) 867,119,207 55.41
FEXKREEER AT (Fat)
Datten Investments Limited (Note) (#77%) 867,119,207 55.41
Honorich Holdings Limited 867,119,207 55.41

Note: Honorich Holdings Limited (“Honorich”) is wholly-owned by Datten

Investments Limited (“Datten”) which in turn is a wholly-owned
subsidiary of China Everbright Holdings Company Limited
(“Holdings”). Accordingly, Datten and Holdings are deemed to have
the same interests in the shares of the Company as Honorich.

Save as disclosed above as at 31st December 2005, the Directors
are not aware of any other persons who had an interest or short
position in the shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or who was, directly or
indirectly, interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances
at general meetings of any other member of the group.
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The Company has not redeemed any of its shares during the
year. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s securities during the year.

The Company believes in upholding the principles and practices
of good corporate governance as the best means to ensure
effective internal control and safeguard the interests of
shareholders, customers and staff. It is also crucial to the healthy
development of the Company in the long term. The Company
strictly abides by the laws and regulations of the jurisdictions in
which it operates, and observes the guidelines and rules issued
by regulatory authorities. It also strives to follow the latest
international and local corporate governance best practices.

For further details, please refer to the section “Corporate
Governance” of this report.

KPMG were first appointed auditors of the Company in 2005
upon the retirement of PricewaterhouseCoopers. KPMG retire, and
being eligible, offer themselves for reappointment. A resolution for
their re-appointment as auditors for the ensuing year will be
proposed at the forthcoming Annual General Meeting.

During the year, the Audit Committee comprised Mr. Ng Ming
Wah, Charles, Mr. Tung Wai, David, Mr. Seto Gin Chung, John
and Dr. Lin Zhijun. The Committee is chaired by Mr. Ng Ming
Wah, Charles. All members of the Committee are independent
non-executive Directors.

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed auditing, internal control and financial reporting matters
including the review of the audited financial statements for the
year ended 31st December 2005 of the Company. Details of the
terms of reference of the Audit Committee and a summary of the
duties discharged in 2005 have been set out in the section
“Corporate Governance” of this Report.
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The Company provides retirement benefits to all local eligible
employees under an approved defined contribution provident fund
(“the ORSO Scheme”). The ORSO Scheme is administered by
trustees, the majority of which are independent, with its assets
held separately from those of the Company. The ORSO Scheme
is funded by contributions from employees and employers at 5%
each based on the monthly salaries of employees. Forfeited
contribution may be used to reduce the existing level of contribution
by the Company.

As from 1st December 2000, the Group also operates a Mandatory
Provident Fund Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong Employment
Ordinance and not previously covered by the ORSO Scheme. The
MPF Scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF Scheme,
the employer and its employees are each required to make
contributions to the scheme at 5% of the employees’ relevant
income, subject to a cap of monthly relevant income of HK$20,000.

The employees of the subsidiaries in the People’s Republic of
China are members of the retirement schemes operated by the
local authorities. The subsidiaries are required to contribute a
certain percentage of their payroll to these schemes to fund the
benefits. The only obligation of the Group with respect to these
schemes is the required contributions under the schemes.

The Group’s total contributions to these schemes charged to the

consolidated income statement during the year ended 31st
December 2005 amounted to approximately HK$1.15 million.
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The Company has received from each of the Independent Non-
executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all the
Independent Non-executive Directors to be independent.

On behalf of the Board
Wang Mingquan
Chairman

Hong Kong, 23rd March 2006
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