Directors’ Report

The Directors present their annual report together the audited financial statements
for the year ended 31st December, 2006.

The company is an investment holding company. The principal activities of its

principal subsidiaries are set out in note 32 to the financial statements.

The Group's turnover and contribution to profit from operations analysed by

principal activities are set out in notes 6 and 7 to the financial statements.

Particulars of the Company’s principal subsidiaries, associates and jointly
controlled entity as at 31st December, 2006 are set out in notes 32, 33 and 34

to the financial statements respectively.

The results of the Group for the year ended 31st December, 2006 are set out

in the consolidated income statement on page 30.

In the opinion of the directors, the Company's reserves available for distribution
represented retained profits with an amount of HK$77,018,000 at 31st
December, 2006 (2005: HK$82,899,000).

The directors recommend the payment of a final dividend of approximately
HK$7,941,000 (2005: HK$7,941,000) representing HK$0.01 (2005: HK$0.01)
per share, payable to shareholders of the Company whose names are on the

register of members on 15th May, 2007.

A summary of the results, assets and liabilities of the Group for the last five

years is set out on page 72.
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Directors’ Report

During the year, the Group disposed of investment properties with carrying
amount of approximately HK$68,100,000 at a consideration of approximately
HK$67,354,000.

The Group's investment properties were revalued at 31st December, 2006 by
an independent firm of professional property valuers, on an open market value

basis. Details are set out in note 16 to the financial statements.

A summary of the investment properties held by the Group at 31st December,
2006 is set out on pages 73 to 74.

There is no movement in the share capital of the Company during the year.

Movements in the reserves of the Group during the year are set out on page 32

of the financial statements.

No pre-emptive rights exist at the laws of Bermuda, being the jurisdiction in

which the Company is incorporated.

During the year, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company's listed securities.
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Directors’ Report

The Directors of the Company during the year and up to the date of this report

were:

Executive Directors:

Mr. Lau, Ming-wai (Chairman) (appointed on 1st March, 2007)
Mr. Leung, Wing-pong
(Chief Executive Officer)
Mr. Kong, Chi-ming (Deputy Chairman)
Ms. Halina Hung, Shi-wei (appointed on 11th August, 2006
& resigned on 1st March, 2007)

Mr. Aaron Tam, Chong-cheong (resigned on 11th August, 2006)

In accordance with the clause 86(2) of the Company's bye-laws, Mr. Lau, Ming-
wai, will retire and, being eligible, offer himself for re-election at the forthcoming

annual general meeting.

Pursuant to the clauses 87(1) and 87 (2) of the Company's bye-laws, Mr. Leung,
Yun-fai and Mr. Leung, Wing-pong will be retire from office by rotation for re-

election at the forthcoming annual general meeting.

No Directors being proposed for re-election at forthcoming annual general
meeting has any 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.

At 31st December, 2006, none of the directors, chief executive nor their
associates, had any interests or short position in any shares, underlying shares
or rights to subscribe for the securities of the Company and its associated
corporations, as recorded in the register maintained by the Company under
Section 352 of the Securities and Futures ordinance (the "SFC"), or 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 (the “Model Code") contained in the Rules

Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).
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Directors’ Report

The Company has adopted a share option scheme on 15th February, 2002
(the "2002 Scheme") for which the details are set out in note 26 to the financial
statements.

No options were outstanding at 3 1st December, 2006 under the 2002 Scheme.
No options were granted, exercised, cancelled or lapsed during the year.

Other than the share option scheme as disclosed above, at no time during the
year was the Company, its holding companies or any of its subsidiaries or fellow
subsidiaries, a party to any arrangements to enable the directors of the Company
to acquire benefits by means of the acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body corporate.

At as 31st December, 2006, the following parties were recorded in the register
kept by the Company under section 336 of the SFO as being directly or indirectly
interested or deemed to be interested in 5% or more of the issued share
capital of the Company:

Long position in shares
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REBMGZFR
Number of Percentage of
Name of shareholder Shares Capacity Notes shareholding
BRRERB KHBEE 514 B = BEBS %
Million Point Limited 170,000,000 Beneficial owner 1 21.41
ZmBEAA
Cosmos Success Limited 170,000,000 Interest of a controlled corporation 1 21.41
ZES AT 2 ES
Chinese Estates, Limited 170,000,000 Interest of a controlled corporation 1 21.41
EANBEERRAA S AE 2 S
Luckpoint Investment Limited 76,877,685 Beneficial owner 2 9.68
LR EBRRAF XmEB AN
China Entertainment Land 76,877,685 Interest of a controlled corporation 2 9.68
Investment Company, Limited REEH AR 2 A
FERLEEEBR QA
Paul Y. Holdings Company 150,981,076 Beneficial owner and interest of 3&4 19.01

Limited

a controlled corporation

XHBEAARZEN ARz R
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Directors’ Report

Long position in shares (cont’d)

REGzH=E (&)

Number of Percentage of
Name of shareholder Shares Capacity Notes shareholding
BRER KRHBEE 14 Bt & BEBS %
Chinese Estates Holdings 397,858,761 Interest of controlled corporations 1,238 4 50.10
Limited YRR AR 2
Mr. Joseph Lau, Luen-hung 397,858,761 Interest of a controlled corporation 5 50.10
RIS YRR AR Z
Mr. Lau, Ming-wai 397,858,961 Interest of a controlled corporation 5 50.10
2NS &S E SIEHINE) 2 S
Global King Ltd. 397,858,761 Interest of a controlled corporation 6 50.10

RES ARz R

GZ Trust Corporation 397,858,761 Interest of a controlled corporation 6 50.10
S NI

Hutchison International Limited 100,887,912 Beneficial owner and interest of 7 12.70
controlled corporations
GIERSE L1 YN XA ARZIEG AT 2 Ea
Hutchison Whampoa Limited 100,887,912 Interest of controlled corporations 7 12.70
ML EHER LA RPEH AR 2 A
Cheung Kong (Holdings) Limited 100,887,912 Interest of controlled corporations 7 12.70
FIIEX (5B ARAQA REEH AR 2 A
Mr. Li, Ka-shing 100,887,912 Founder of discretionary trusts and 7 12.70
interest of controlled corporations
FEMATE REFZBINLARZ AR 2 #iw
Li Ka-Shing Unity Trustcorp 100,887,912 Trustee and beneficiary of trust 7 12.70
Limited EREARGBFEZZ @A
Li Ka-Shing Unity Trustee 100,887,912 Trustee and beneficiary of trust 7 12.70
Corporation Limited SR ARGREZZ®mA
Li Ka-Shing Unity Trustee 100,887,912 Trustee 7 12.70
Company Limited B3t A
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Directors’ Report

Long

Notes:

position in shares (cont’d)

Million Point Limited (“Million Point") was the beneficial owner of 170,000,000
shares. Each of Chinese Estates Holdings Limited (“Chinese Estates”), Chinese
Estates, Limited and Cosmos Success Limited was deemed to be interested in the
same parcel of shares in which Million Point was interested since Chinese Estates
owned the entire issued share capital of Chinese Estates, Limited, which in turn
owned the entire issued share capital of Cosmos Success Limited, which in turn
owned the entire issued share capital of Million Point.

Luckpoint Investment Limited (“Luckpoint”) was the beneficial owner of 76,877,685
shares. Each Chinese Estates and China Entertainment and Land Investment
company, Limited (“CELI") was deemed to be interested in the same parcel of
shares in which Luckpoint was interested since Chinese Estates owned the entire
issued share capital of CELI, which in turn owned the entire issued share capital of
Luckpoint.

Paul Y. Holdings Company Limited (“Paul Y") was the beneficial owner of
113,818,911 shares. Chinese Estates was deemed to be interested in the same
parcel of shares in which Paul Y. was interested since Chinese Estates owned the
entire issued share capital of Paul Y.

In addition, Great Empire International Ltd. (“"Great Empire”) was the beneficial
owner of 37,162,165 shares. Each of Chinese Estates, Paul Y. and Goldstance
Group Limited (“Goldstance”) was deemed to be interested in the same parcel of
shares in which Great Empire was interested since Chinese Estates owned the
entire issued share capital of Paul Y., which owned the entire issued capital of
Goldstance, which in turn owned the entire issued share capital of Great Empire.

Mr. Aaron Tam, Chong-cheong and Ms. Halina Hung, Shi-wei, previous directors of
the Company, were also employees of subsidiaries of Chinese Estates and/or
Paul Y.. Mr. Lau, Ming-wai, Mr. Leung, Wing-pong and Mr. Kong, Chi-ming, directors
of the Company, are also employees of subsidiaries of Chinese Estates and/or
Paul Y.. These subsidiaries are not themselves substantial shareholders of the
Company.

Both Mr. Joseph Lau, Luen-hung and Mr. Lau, Ming-wai by virtue of their 47.07%
interest in the issued share capital of Chinese Estates, was deemed to be interested
in the same interests stated against Chinese Estates under the provision of the
SFO.

GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of
which Global King Ltd. was the trustee. Global King Ltd. was entitled to exercise
more than one-third of the voting power at general meetings of Chinese Estates.
Accordingly, Global King Ltd. and GZ Trust Corporation were deemed to be interested
in the same interests stated against Chinese Estates.
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RRGzHRE (&)

Long position in shares (cont'd)

Notes: (cont'd) Hiat: (&)

These shares comprised 62,899,924 shares beneficially owned by Hutchison
International Limited (“"HIL") and 37,987,988 shares beneficially owned by Koga
Limited (“Koga"). HIL is a wholly-owned subsidiary of Hutchison Whampoa Limited
("HWL"). By virtue of the SFO, HWL was deemed to be interested in the same
parcel of such 62,899,924 shares which HIL was interested. Koga is a wholly-
owned subsidiary of Cheung Kong Infrastructure (BVI) Limited, which in turn is a
wholly-owned subsidiary of Cheung Kong Infrastructure Holdings Limited (“CKI").
CKl is a subsidiary of Hutchison Infrastructure Holdings Limited, which in turn is a
wholly-owned subsidiary of HIL. By virtue of the SFO, each of HIL and HWL was
deemed to be interested in the same parcels of such 37,987,988 shares in which
Koga was interested.

Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li, Ka-shing ("Mr. Li"), Mr.
Victor Li, Tzar-kuoi, and Mr. Richard Li, Tzar-kai, was interested in one-third of the
entire issued share capital, owned the entire issued share capital of Li Ka-Shing
Unity Trustee Company Limited (“TUT1"). TUT1 as trustee of the Li Ka-Shing Unity
Trust ("UT1"), together with certain companies which TUTT as trustee of UT1 was
entitled to exercise or control the exercise of more than one-third of voting power
at their general meetings, held more than one-third of the issued share capital of
Cheung Kong (Holdings) Limited (“CKH"). Certain subsidiaries of CKH were entitled
to exercise or control the exercise of more than one-third of the voting power at
the general meeting of HWL.

In addition, Li Ka-Shing Unity Holdings Limited also owned the entire issued share
capital of Li Ka-Shing Unity Trustee Corporation Limited (“TDT1") as trustee of The
Li Ka-Shing Unity Discretionary Trust (“DT1") and Li Ka-Shing Unity Trustcorp Limited
("TDT2") as trustee of another discretionary trust (“DT2"). Each of TDT1 and TDT2
holds units in UTT.

Mr. Li was the settlor of each of DT1 and DT2 and may be regarded as a founder
of each of DT1 and DT2 for the purpose of the SFO. By virtue of the SFO, each of
Mr. Li, TDT1, TDT2, TUT1 and CKH was deemed to be interested in the 100,887,912
shares in which HWL was interested.

ZE B B 1562,899,924 H&‘Eﬁ Mao %
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All the interests stated above represent long position. At 31st December, 2006,
no short position was recorded in the register kept by the Company under
section 336 of the SFO.
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Directors’ Report

A lease agreement was entered into between a fellow subsidiary of the Company
and a joint tenant, of which D.Y. Lam & Co. is a party, for office premises on
normal commercial terms for two years commencing from 10th June, 2004 to
9th June, 2006 at monthly rental of HK$16,000 and the lease agreement was
terminated on 9th June, 2006. Mr. Lam, Yat-fai, being the independent Non-
Executive Director of the Company, is the sole proprietor of D.Y. Lam & Co.. The
rental of HK$82,000 (2005:HK$186,000) and the management fee of
HK$27,000 (2005: HK$62,000) were charged to the joint tenant during the

year.

Other than as disclosed above, no contract of significance, to which the Company,
its holding companies, subsidiaries, or fellow 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.

Remuneration package comprised salary and year-end bonuses based on
individual merits. The Company has adopted a share option scheme on 15th
February, 2002 (the 2002 Scheme"). Details of the 2002 Scheme are set out
in note 26 to the financial statements. There were no outstanding options at
the beginning and at the end of the year. No options were granted, exercised,

cancelled or lapsed during the year.

The Group operates two pension schemes:

(1)  the provident fund scheme as defined in the Mandatory Provident Fund
Scheme Ordinance, Chapter 485 of the laws of Hong Kong (the "MPF

Scheme”); and

(2) the provident fund scheme as defined in the Occupational Retirement
Scheme Ordinance, Chapter 426 of the laws of Hong Kong (the “Top-up

Scheme”).

Both the MPF Scheme and the Top-up Scheme were defined contribution
schemes and the assets of both schemes were managed by their respective

trustees accordingly.
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Directors’ Report

The MPF Schemes was available to all employees aged 18 to 64 and with at
least 60 days of service under the employment of the Group in Hong Kong.
Contributions were made by the Group at 5% based on the staff's relevant
income. The maximum relevant income for contribution purpose is HK$20,000
per month. Staff members were entitled to 100% of the Group's contributions
together with accrued returns irrespective of their length of service with the
Group, but the benefits were required by law to be preserved until the retirement

age of 65.

The Top-up Scheme was available to those employees with basic salary over
HK$20,000 and/or years of service over 5. Contributions to the Top-up Scheme
were made by the Group at 5%, 7.5% or 10% of staff's basic salary (depending
on the length of service) less the Group's mandatory contribution under the
MPF Scheme. Staff members were entitled to 100% of the Group's contributions
together with accrued returns after completing 10 years of service or more, or
attaining the retirement age, or were entitled at a reduced scale between 30%
to 90% of the Group's contributions after completing a period of service of at
least 3 years but less than 10 years. the Top-up Scheme allowed any forfeited
contributions (made by the Group for any staff member who subsequently left
the Top-up Scheme prior to vesting fully in such contributions) to be used by

the Group to offset the current level of contributions of the Group.

The Group's cost for the schemes charged to consolidated income statement
for the year ended 31st December, 2006 amounted to HK$52,000 (2005:
HK$40,000) after reduction of HK$9,000 (2005:HK$8,000) from the forfeited

contribution of the Top-up Scheme.

During the year, contributions to the Top-up Scheme of HK$18,000 (2005:
HK$16,000) were forfeited and used to reduce existing level of contributions.
As at 31st December, 2006, HK$9,000 (2005: HK$8,000) was utilised and
the balance of HK$9,000 (HK$8,000) was available to reduce future contribution.

The aggregate sales attributable to the Group's largest customer and five largest
customers accounted for approximately 44% and 94.2%, respectively, of the

Group's total turnover for the year.

The aggregate purchases attributable to the Group's largest supplier and five
largest suppliers accounted for approximately 35.3% and 72.8% respectively,

of the Group's total purchase for the year.
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Directors’ Report

None of the directors, their associates, or any shareholders which, to the
knowledge of the directors, own more than 5% of the Company'’s issued share
capital, had any interest in the share capital of any one of the five largest

customers or suppliers of the Group.

The Company has received, from each of the Independent Non-executive
Directors, an annual confirmation of his independence pursuant to Rules 3.13
of the Listing Rules. The Company considers all of the Independent Non-executive

Directors are independent.

Rule 8.08 of the Listing Rules required at least 25% of the issued share capital
of the Company must be held in public hands. Based on information that is
publicly available to the Company and within the knowledge of the directors as
at 5th March, 2007 (the latest practicable date prior to the issue of the annual

report), the obligation has been complied with.

Details of significant post balance sheet events are set out in note 35 to the

financial statements.

Messrs. HLB Hodgson Impey Cheng were appointed as the auditors of Company
with effect from 2nd January, 2007 in succession to Messrs. Deloitte Touche

Tohmatsu who resigned from the office on 15th November, 2006.

The financial statements of the Company have been audited by Messrs. HLB
Hodgson Impey Cheng retire and, being eligible, offer themselves for
re-appointment as auditors of the Company at the forthcoming annual general

meeting.
On behalf of the Board
Lau, Ming-wai

Chairman
Hong Kong, 8th March, 2007
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