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

PRINCIPAL ACTIVITIES

The Company and its subsidiaries are principally engaged in property
investment, other investment and distressed assets business. Details
of the principal activities of the Company’s subsidiaries and the Group's
associates are set out in note 53 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company for the
year ended 31 December 2005 are set out in the consolidated income
statement on page 37.

The directors recommend the payment of a final dividend of HK$0.06
per share to the shareholders on the register of members on 25 May
2006, amounting to approximately HK$101,323,000.

FIXED ASSETS

The Group’s leasehold properties were revalued at 31 December 2005.
The net surplus on revaluation amounting to HK$14.6 million, of
which a surplus of HK$8.9 million was credited to the income
statement to reverse the deficit previously charged to the income
statement and the remaining surplus of HK$5.7 million was credited
to the asset revaluation reserve. During the year, the Group revalued
all of its investment properties at 31 December 2005. The net increase
in fair value of investment properties, which has been credited directly
to profit or loss, amounted to HK$148.7 million.

Details of the valuation of properties and other movements of the
investment properties and property, plant and equipment of the Group
during the year are set out in notes 19 and 20 to the consolidated
financial statements respectively.

SHARE CAPITAL

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

During the year, the Company repurchased certain of its own shares
through The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), details of which are set out in note 39 to the financial
statements.
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DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to shareholders as
at 31 December 2005 comprised the retained profits of approximately
HK$268,759,000.

DIRECTORS

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

Executive directors

Hui Xiao Bing

Gao Jian Min

Liu Tianni

Gu Jianguo

Chen Yongcun
Cheung Chung Kiu
Yuen Wing Shing
Chow Kwok Wai
Chen Xiaozhou
Zhu Dengshan

(appointed on 13 February 2006)
(resigned on 13 February 2006)

Independent non-executive directors

Kang Dian
Zhang Lu
Hung Muk Ming

The term of office of each director, including 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. Liu Tianni, Gu Jianguo, Cheung Chung Kiu and
Zhang Lu retire by rotation and Mr. Chen Xiaozhou retire at the
forthcoming annual general meeting, Messrs. Liu Tianni, Gu Jianguo,
Cheung Chung Kiu, Zhang Lu and Chen Xiaozhou being eligible,
offer themselves for re-election. The remaining directors shall remain
in office.

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

o] 5 7 K i

EFE+ZA=+—8  £A2Q7A
P %lj Z’]

KA

RZFT
Al IR TR 2 FEEHBERE
268,759,000 7T

=t

FARBEARENHBEHE
RAIEEWT :

HzAR

HITESE

=R

BER

2| X 15

EBER

BR ok 17

BN

RoKH

B B

BEZFE (RZZEERF_A
KEWL (RZZEZRF-A

+=BZFF)
+ =B BE)

BAFHITES

f #
oR 3%
AR

EX(RRBYIFATES) CEHRE
EERBARRZEMERRAAGRES
BRIEZ R -

BRARNANABERAINGEI - B
BAERTHORRAEFAS LAXRRE
£ BEERE  RIRBELERKREL
ERWES Eﬁﬁﬁ%%ﬂf‘ﬁimﬁﬂﬂﬂ%g‘é
TZERBAFAELER - BIRREE
E‘@Eﬁ%i\%m%%i\%%%
ERRERLEDTAERLEEBEE
B EREFHERT -

EE2RBEYN

BRIXBERX S| MBOMBEEN - &
REERITZRRBEAE LBEESBME
CEEMERREEITIN -—FATE
HERE CEERERIN BRI AR IEZ IR

than statutory compensation). BEHK °
Silver Grant International Industries Limited S8 o PR B 2B PN ]
Annual Report 2005 28 ZOOMAEAER




Directors’ Report

39

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2005, the interests and short positions of the directors
and the chief executive of the Company in the shares, underlying
shares and debentures of the Company or its associated corporations
(as defined in Part XV of the Securities and Futures Ordinance (“SFO")
as recorded in the register required to be kept under section 352 of
the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies set out in Appendix 10 to The Rules
Governing the Listing of Securities on the Stock Exchange were as
follows:

Long position in underlying shares of HK$0.20 each of the Company:
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Percentage of

Number of total issued
Number of underlying share capital
Name of director Capacity options held shares {EZFE 4T
E=pE g4 FEBREZE MHBEAROGHEAE BT DL
CHEN Yongcun Beneficial owner (Note) 7,000,000 7,000,000 0.41%
BR Ak 77 BEnEBA (M)
GAO Jian Min Beneficial owner (Note) 20,000,000 20,000,000 1.18%
SER ExnlEBA (M)
GU Jianguo Beneficial owner (Note) 2,000,000 2,000,000 0.12%
JEE 12 BEm#mAa A (M)
29,000,000 29,000,000

Note: These represent interests of options granted to the directors under
the Old Scheme and New Scheme to acquire for shares of the Company,
further details of which are set out in the section headed “Share
Options”.

Other than as disclosed above and in the sections headed “Share
options” and “Major shareholders”, as at 31 December 2005, none
of the directors and chief executive of the Company or any of its
associates had any interests or short positions in any shares and
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the 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
any the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Company. 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 corporations, or had exercised any such right
during the year.
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SHARE OPTIONS

Details of the share option scheme adopted by the Company on 26
June 1995 (the “Old Scheme”) and the new share option scheme
adopted by the Company on 27 May 2002 (the “New Scheme”) are
set out in note 40 to the financial statements.

Details of outstanding share options granted to the directors and
other employees of the Company under the Old Scheme and the New
Scheme are set out below:

B
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Outstanding
as at 1.1.2005 and

31.12.2005

R-ZEZRE

—HA—H

Subscription E-—ZEZEHF

Directors Exercisable period price per share +=A=+—H

X A FITEHRE ERABEE ZEEREE

HK$
BT

Chen Yongcun 25.7.2001 — 24.7.2011 0.535 2,000,000
BR oK 17

7.6.2002 — 6.6.2012 0.700 5,000,000

Gao Jian Min 9.1.1997 — 8.1.2007 0.967 15,000,000
SRR

7.6.2002 — 6.6.2012 0.700 5,000,000

Gu Jianguo 27.7.1999 — 26.7.2009 0.900 2,000,000
B8 32 [

29,000,000

Other employees 25.7.2001 — 24.7.2011 0.535 3,000,000

Hinfg g
Total &&F 32,000,000

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

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the option holdings disclosed above, at no time during
the year was the Company, its holding company, or any of its
subsidiaries or fellow 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 debentures of, the Company or any
other body corporate, and neither the directors nor the chief executive,
nor any of their spouses or children under the age of 18, had any
right to subscribe for the securities of the Company, or had exercised
any such right.
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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.

MAJOR SHAREHOLDERS

As at 31 December 2005, persons other than a director or 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 the SFO
were as follows:

Long positions in shares and underlying shares of the Company as at
31 December 2005:

EECERGHNER

BRTIXERS] —HMmEEEIN - &
AR R D AR AR R A
B BEIIVRERARBZESH
B(EREEZXIRB) EARDZLERS
# e

FERR

RZZBZHRF+-_A=+—H  RAER
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ARBBED RERBEO 2HRNR-FF
EFE+-A=+—HZBR:

Percentage
Number of of the issued
Name of ordinary Underlying Total share capital
major shareholder Capacity shares shares interests {HZ2 P2 BT
TEREER 5% R&BEE HE RS R [ =
Silver Grant Beneficial owner 127,170,022 — 127,170,022 7.53%
International Holdings Ez@m#A& A (Note 1)
Limited (Hfst—)
China Cinda Asset Interest of controlled 341,448,000 200,000,000 541,448,000 32.06%
Management corporation (Note 2) (Note 3)
Corporation A E R RS (HaF=) (Hex=)
FEEEEEERANA
Citigroup Inc. 170,450,000 shares as 173,785,000 138,813,559 312,598,559 18.51%
beneficial owner, (Note 4)
3,335,000 shares as (Kt et )
approved lending
agent and 138,813,559
underlying shares as
beneficial owner
170,450,0004% & & %5
%A A -+ 3,335,0008%
BizEBEREAR
138,813,55948 4 i% 1»
BEZEBA
Notes: Wi
1. Messrs. Gao Jian Min and Liu Tianni, both of whom are directors of 1. SEREERIRFEEREH AR

the Company, each has a 30% interest in Silver Grant International
Holdings Limited as at 31 December 2005.

RAESE  N_FBTAFT-A=T
— B & B # B Silver Grant International
Holdings Limited 30%#& # °
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MAJOR SHAREHOLDERS (Continued)

Notes: (Continued)

2. This represents the interest in convertible note in the principal amount
of HK$440,000,000 pursuant to which a total number of 200,000,000
new shares will be issued upon full exercise of the conversion rights
attaching thereto at the initial conversion price of HK$2.20 per share.

3. The following is a breakdown of the interests in shares of the Company
held by China Cinda Asset Management Corporation:

FERR (8)

Htat - (#&)
2. It % AR 4 48 %440,000,00058 7T 2 AT

BREZEBTZ2EZD  BREER
2208 T2 I S MRE 2 AEITE AR
REEAME 2 REE  FE8T
& $£200,000,000 & #7 AL 1D ©

3. NTATFBEEZEEEERRMEA
RRARZ By s A

Total interest in shares

RAEREY
Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
TELEER ERRRER EfEat EEER BEED
Well Kent International China Cinda Asset 100% — 541,448,000
Investment Company Management Corporation
Limited FEEEEEERAA
EZRBBEREERLA
Catic Limited Well Kent International 100% 541,448,000 —
Investment Company
Limited
ERERKREFRAA
4. This represents the interest in convertible note in the principal amount 4. It % A AN & 48 %8 A52,500,000E T 2

of US$52,500,000 pursuant to which a total 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.

Other than as disclosed above, the register required to be kept under
Section 336 of the SFO showed that the Company had not been
notified of any interests or short positions in the shares and underlying
shares of the Company as at 31 December 2005.

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 Securities
on the Stock Exchange. The Company considers all of the independent
non-executive directors are independent.
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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, the Company has repurchased HK$14.0 million
ordinary shares at a consideration of approximately HK$165.3 million.
The above shares were cancelled upon repurchase. Details of such
repurchases are set out in note 39 to the financial statements.

Other than as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the year.

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.

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 40 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its directors, as at the date of this
report, there is sufficient public float of more than 25% of the
Company'’s issued shares as required under the Listing Rules.
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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, income
from recoveries of interest in distressed assets, commission income
and performance return of dealing 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.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday,
22 May 2006 to Thursday, 25 May 2006, both days inclusive, during
which period no transfers of shares will be effected.

In order to qualify for proposed final dividend, all transfers of shares
accompanied by the relevant share certificates must be lodged with
the share registrars 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 Friday, 19 May 2006.

POST BALANCE SHEET EVENTS

Details of significant events occurring after the balance sheet date
are set out in note 54 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.
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By order of the Board REEGH
Chen Xiaozhou FE
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