Directors’ Report

The Directors present their report together with the audited financial statements
for the year ended 31st December, 2005.

During the year, the Company acted as an investment holding company and its
subsidiaries were principally engaged in property investment and development,

brokerage, securities investment and money lending.

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

principal activities are set out in notes 7 and 8 to the financial statements.

Particulars of the Company's principal subsidiaries, associates and jointly
controlled entity as at 31st December, 2005 are set out in notes 55, 56 and 57

to the financial statements respectively.

The results of the Company and its subsidiaries (the “Group”) for the year ended
31st December, 2005 are set out in the Consolidated Income Statement on

page 55.

The Directors had declared an interim dividend of HK9 cents (2004: HK8.5
cents) per share. The Board resolved to recommend the payment of a final
dividend of HK12 cents for the year ended 3 1st December, 2005 (2004: HK11

cents).

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

is set out on page 163.
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During the year, the Group acquired certain leasehold properties in Hong Kong
for a total consideration of approximately HK$73,611,000 (2004:
HK$259,313,000). Investment properties with an aggregate net book value of
approximately HK$346,439,000 (2004: HK$84,865,000) were disposed of
during the year.

Details of these and other movements in investment properties during the year

are set out in note 21 to the financial statements.

Movements in property and other fixed assets during the year are set out in note

22 to the financial statements.

Details of the principal properties of the Group as at 31st December, 2005 are
set out on pages 164 to 180.

Movements in the share capital of the Company during the year are set out in

note 48 to the financial statements.

Movements in the reserves of the Group during the year are set out on page 58

the financial statements.

No pre-emptive rights exist at law in Bermuda, being the jurisdiction in which

the Company is incorporated.
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During the year ended 31st December, 2005, neither the Company nor any of
its subsidiaries purchased, sold or redeemed any of the Company's listed

securities.

Charitable donations made by the Group during the year amounted to
HK$299,000 (2004: HK$290,000).

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

were:

Mr. Thomas Lau, Luen-hung (Chairman)

Mr. Joseph Lau, Luen-hung (Chief Executive Officer)

Ms. Amy Lau, Yuk-wai

Mr. Cheng, Kwee*

Mr. Chan, Kwok-wai*

Ms. Phillis Loh, Lai-ping® (appointed on 25th January, 2006)

Mr. Koon, Wing-yee* (resigned on 20th January, 2006)

*  Independent Non-executive Director

Ms. Phillis Loh, Lai-ping and Mr. Thomas Lau, Luen-hung will retire from office at
the forthcoming Annual General Meeting and, being eligible, will offer themselves
for re-election in accordance with Bye-laws 94 and 111 of the Bye-laws of the

Company.
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As at 31st December, 2005, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the "SFO")) as
recorded in the register kept 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 Issuers contained in the Rules Governing the

Listing of Securities on the Stock Exchange (the “Listing Rules”) are as follows:—

1 The Company

NN
Number of Shares
(ordinary share)
Name of Director BB
BEEnR ZER)
Joseph Lau, Luen-hung gy 275,143,456
(“Mr. Joseph Lau") (T2 RE])
1,000,000,000
1,275,143,456
Thomas Lau, Luen-hung 21508 199,207,187
(“Mr. Thomas Lau") (rggmts])

Notes:

(1) These shares were indirectly owned by a discretionary trust of which Mr. Joseph
Lau was the founder and certain family members of Mr. Joseph Lau were eligible

beneficiaries.

(2)  These shares were held by a unit trust of which Mr. Joseph Lau was one of the unit
holders. The rest of the units in the unit trust were held by a discretionary trust of
which Mr. Joseph Lau was the founder and certain family members of Mr. Joseph

Lau were eligible beneficiaries.

(3)  These shares were indirectly owned by a discretionary trust of which Mr. Thomas

Lau and his certain family members were eligible beneficiaries.
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Associated Corporations of the Company
AT ZEBEE

Chi Cheung Investment Company, Limited (“Chi Cheung”)
EHEXERA2AE ([E#])

Number of Shares

(ordinary share)
Name of Director RO HE
EENE ZER)
Joseph Lau, Luen-hung Gy 209,811,186

2.

G-Prop (Holdings) Limited (“G-Prop”)
SEREBFRAR ([£E])

Number of Shares

(ordinary share)
Name of Director ROEE
EEHA (EEBR)
Joseph Lau, Luen-hung 220 397,858,761

Notes:

@

(b)

Mr. Joseph Lau, Luen-hung, by virtue of his 60.96% interest in the issued share
capital of the Company as disclosed in paragraph | above, was deemed to be
interested in 209,811,186 shares of Chi Cheung held directly by Billion Up Limited,
a wholly-owned subsidiary of Lucky Years Ltd. which in turn was the wholly-owned
subsidiary of the Company.

Mr. Joseph Lau, Luen-hung, by virtue of his 60.96% interest in the issued share
capital of the Company as disclosed in paragraph | above, was deemed to be
interested in 397,858,761 shares of G-Prop under the provisions of the SFO. The
Company was interested in 397,858,761 shares of G-Prop of which 170,000,000
shares, 113,818,911 shares, 37,162,165 shares and 76,877,685 shares were
issued shares respectively held by Million Point Limited (“Million Point"), Paul Y.
Holdings Company Limited (“Paul Y"), Great Empire International Ltd. (“Great
Empire”) and Luckpoint Investment Limited (“Luckpoint”).
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The Company was deemed to be interested in the 170,000,000 shares of G-Prop
by virtue of the SFO as the Company owned the entire issued share capital of
Chinese Estates, Limited, which owned the entire issued share capital of Cosmos

Success Limited, which in turn owned the entire issued share capital of Million Point.

The Company was also deemed to be interested in the 113,818,911 shares of
G-Prop by virtue of the SFO as the Company owned the entire issued share capital

of Paul Y.

The Company was also deemed to be interested in the 37,162,165 shares of
G-Prop by virtue of the SFO as the Company owned the entire issued share capital
of Paul Y., which owned the entire issued share capital of Goldstance Group Limited,

which in turn owned the entire issued share capital of Great Empire.

The Company was also deemed to be interested in the 76,877,685 shares of
G-Prop by virtue of the SFO as the Company owned the entire issued share capital
of China Entertainment and Land Investment Company, Limited, which in turn

owned the entire issued share capital of Luckpoint.

All the interests stated above represent long positions. The percentage shown
was the number of shares the relevant Director of the Company was interested
in expressed as a percentage of the number of issued shares as at 31st
December, 2005.

Saved as disclosed above, none of the other Directors and chief executive of the
Company had or were deemed under the SFO to have any interest or short
position in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO) as at
31st December, 2005.

During the year ended 31st December, 2005, none of the Directors and chief
executive of the Company nor their spouses or children under 18 years of age
were granted or had exercised any right to subscribe for any securities of the

Company or any of its associated corporations.
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BEZRAE  R-ZZEAF+_A=+—8H"
RRRIRIEE 7= M B IR 336 (RAEF &
M ATEke: - BERAFERERREA/EF AL
AR BTN 5 A EEm 2 AL (RAEZ
EEZHT2TBAERRIN) BT

As at 31st December, 2005, so far as are known to the Directors, the following
parties (other than a Director or chief executive of the Company) 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:

Percentage
Number of Shares of Issued
(ordinary share) Share Capital
Name BHEE Capacity ERITRAR
REEB ZER) 54 B
GZ Trust Corporation 1,275,143,456 Trustee, beneficiary of a trust and 60.96%
(notes 1 &2) interest in controlled corporation
(M3 1 X% 2) LA THEEFEZEEAR
| NI ol
Global King Ltd. 1,000,000,000 Trustee 47.81%
(note 1) ErEA
GERD
Joseph Lau Luen Hung Investments Limited 275,143,456 Beneficial owner 13.15%
(note 2) EmEEA
(P 5E 2)
Ip, Sok-wun 199,207,187 Founder of discretionary trust 9.52%
8 (note 3) 2REEFTZEIIA
(5L 3)
J. P. Morgan Trust Company (Bahamas) Limited 199,207,187 Trustee and interest 9.52%
(note 4) in controlled corporation
(B3 4) SRR ARREES AR 2=
Sunny Trend Limited 199,207,187 Beneficial owner 9.52%
(note 4) ExR#EEA
(P 5E 4)
Li Ka-shing 174,660,000 Founder of discretionary trusts and 8.35%
FEH (notes 5 & 6) interest of controlled corporations
(MsE5 K 6) ZEEFRZET AR

RESI AR ZER
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Percentage
Number of Shares of Issued
(ordinary share) Share Capital
Name BB Capacity 2RITRAK
RERERB (EBE®R) 51 Aot
Li Ka-Shing Unity Trustcorp Limited 174,660,000 Trustee and beneficiary of a trust 8.35%
(notes 5 & 6) EEAR—BEFEZZERA
(MizE 5% 6)
Li Ka-Shing Unity Trustee Corporation Limited 174,660,000 Trustee and beneficiary of a trust 8.35%
(notes 5 & 6) EEAR—EEFEZZRA
(Mi3E 5% 6)
Li Ka-Shing Unity Trustee Company Limited 174,660,000 Trustee 8.35%
(notes 5 & 6) EFEA
(M3F5 K 6)
Cheung Kong (Holdings) Limited 174,660,000 Interest of controlled corporations 8.35%
RIE%E (£E) ERAF (notes 5 & 6) TN F 2R
(M3F5 K 6)
Hutchison Whampoa Limited 174,660,000 Interest of controlled corporations 8.35%
Mt EHBERAF (note 5) EE | NI 3
(B5E5)
Hutchison International Limited 174,660,000 Interest of a controlled corporation 8.35%
M EBRAF (note 5) —EEEHABZ Ew
(F5E5)
Primetek Holdings Limited 174,660,000 Beneficial owner 8.35%
(note 5) BEm#EEA
(Ft3E5)
Notes: Pt 5E
1. GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of 1. GZ Trust Corporation ({ER—IEERE{EFT2IE5E

which Global King Ltd. was the trustee and therefore was regarded as interested in
the same parcel of shares held by Global King Ltd. These shares were the same
parcel of 1,000,000,000 shares of the Company referred to in “Other interests” of
Mr. Joseph Lau under “Directors’ and Chief Executives' Interests in the Securities of

the Company and Associated Corporations” as disclosed in paragraph | above.
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GZ Trust Corporation as trustee of another discretionary trust held the entire issued
share capital of Joseph Lau Luen Hung Investments Limited and therefore was
regarded as interested in the same parcel of shares held by Joseph Lau Luen Hung
Investments Limited. These shares were the same parcel of 275,143,456 shares
of the Company referred to in “Other interests” of Mr. Joseph Lau under “Directors’
and Chief Executives’ Interests in the Securities of the Company and Associated

Corporations” as disclosed in paragraph | above.

These shares were indirectly owned by a discretionary trust of which Ms. Ip, Sok-
wun was the founder. These shares were the same parcel of shares referred to in
"Other interests” of Mr. Thomas Lau under “Directors’ and Chief Executives’ Interests
in the Securities of the Company and Associated Corporations” as disclosed in

paragraph | above.

J. P. Morgan Trust Company (Bahamas) Limited as trustee of a discretionary trust
owned the entire issued share capital of Sunny Trend Limited. By virtue of the SFO,
J. P. Morgan Trust Company (Bahamas) Limited was deemed to have interest in
the 199,207,187 shares of the Company held by Sunny Trend Limited. These shares
were the same parcel of shares referred to in “Other interests” of Mr. Thomas Lau
under “"Directors’ and Chief Executives’ Interests in the Securities of the Company
and Associated Corporations” as disclosed in paragraph | above and in the above

note 3.

Primetek Holdings Limited (“Primetek”) is a wholly-owned subsidiary of Hutchison
International Limited (“HIL"), which in turn is a wholly-owned subsidiary of
Hutchison Whampoa Limited (“HWL"). By virtue of the SFO, HWL and HIL are
deemed to be interested in the 174,660,000 shares of the Company held by

Primetek.
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£ A) #5F Joseph Lau Luen Hung Investments
Limited < 2 MEBTRE - WERAES
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BiEses] TRISMEEY [HEibiEas]
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Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-shing, Mr. Li Tzar-
kuoi, Victor and Mr. Li Tzar-kai, Richard is interested in one-third of the entire issued
share capital, owns 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 TUT1 as trustee of UT1 is entitled to exercise
or control the exercise of more than one-third of the voting power at their general
meetings, hold more than one-third of the issued share capital of Cheung Kong
(Holdings) Limited ("CKH"). Subsidiaries of CKH are entitled to exercise or control
the exercise of more than one-third of the voting power at the general meetings of

HWL.

In addition, Li Ka-Shing Unity Holdings Limited also owns 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 UT1.

By virtue of the SFO, each of Mr. Li Ka-shing, being the settlor and may being
regarded as a founder of DT1 and DT2 for the purpose of the SFO, TDT1, TDT2,
TUT1 and CKH was deemed to be interested in the 174,660,000 shares of the
Company held by Primetek.
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All the interests stated above represent long positions. As at 31st December,
2005, no short positions were recorded in the register kept by the Company
under section 336 of the SFO.
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Pursuant to Rule 8.10 of the Listing Rules, during the year and as at 31st
December, 2005, the following Directors of the Company declared their interests
in the following companies with businesses which competed or were likely to
compete, either directly or indirectly, with the businesses of the Group:

Name of Directors

EEpnE

Mr. Joseph Lau, Luen-hung
DI

Mr. Thomas Lau, Luen-hung

FERELE

Name of companies

NEEH

* Chi Cheung and
its subsidiaries
*EHEREWB AR

* G-Prop and
its subsidiaries

*EEREKBRF

* Chi Cheung and
its subsidiaries
*EHEREWB AR

* non wholly-owned listed subsidiary of the Company

AEEARR-FE

AFE+-_A=1+—8 " BE
EMREIE 81015 THEAABEESHFRT
| LA 52 (B 2 755 9 ok P B B A T S T RE AR K

BBEZEB 2 ARRHEAER

Nature of business
considered to

compete or likely to
compete with the
businesses of the Group
HRBEREBEYR
BHBRERTEBN
MECEBHEE

Property investment and
development
MERERER

Property investment
MERE

Property investment and
development
MEREERER

Nature of interest
of the Directors
in the companies
EERZELATZ
ERMEE

Director and having
certain deemed
interests in Chi Cheung

EEMRNEFERET
WRRER 2R

Having certain deemed
interests in G-Prop
NEeEREFE THR

REFZER

Director

B=x

* ARRZFE2E LTHBAR
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Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-hung are brothers
(collectively “the Lau Brothers”) and also had personal interests in private
companies engaged in businesses consisting of property development and
investment in Hong Kong, securities investment and money lending. As such,
they were regarded as being interested in such businesses, which competed or
might compete with the Group. However, when compared with the dominance

and size of operations of the Group, such competing businesses were immaterial.

Other than the businesses of the private companies of the Lau Brothers, the
above-mentioned businesses were managed by separate publicly listed
companies with independent management and administration. In this respect,
coupled with the diligence of its Independent Non-executive Directors (whose
views carry significant weight in the board's decisions) and the independent Audit
Committee, the Group was capable of carrying on its businesses independently
of, and at arm's length from, the businesses of the above companies. In addition,

the Lau Brothers were resigned as directors of Chi Cheung in March 2006.

For better delineation of property investment business, the Company, will give
Chi Cheung, the non wholly-owned listed subsidiary, the priority over the future
property investment project with the value of less than or equal to 50% of the
net asset value of Chi Cheung with reference to the latest published accounts

and subject to the financial resources of Chi Cheung from time to time.

The Company, through its subsidiary, has a 50% interest in Power Jade Limited
("Power Jade") which holds 100% interest in The Kwong Sang Hong
International Limited (“Kwong Sang Hong"). The other shareholder of the 50%
interest in Power Jade is Solar Chain Limited (“Solar Chain"). In order to have
equal control over the board, both the Group and Solar Chain have nominated
equal number of representatives to set up the board. Kwong Sang Hong became

the wholly-owned subsidiary of Power Jade in February 2005.

The Directors are aware of their fiduciary duties and will act honestly and in good
faith in the interests of the Company and will avoid any potential conflicts of
interest and duty. Three Independent Non-executive Directors are present on
the Board of the Company and Audit Committee so that the interest of its

shareholders can be adequately represented.

Other than as disclosed above, none of the Directors were interested in any
business apart from the Company’s business, which competed or was likely to

compete, either directly or indirectly, with the Company's business.
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Directors’ Report

Apart from the agreements disclosed under the headings “Connected
Transaction” and “Continuing Connected Transactions” below, there were no
other contracts of significance in relation to the Company's business, to which
the Company or any of the Company’s subsidiaries was a party, subsisting at the
end of the year or at any time during the year, and in which a Director had,
whether directly or indirectly, a material interest, nor there were any other
contracts of significance in relation to the Company’s business between the
Company or any of the Company’s subsidiaries and a controlling shareholder or

any of its subsidiaries.

There were no other arrangements to which the Company or any of the
Company's subsidiaries was a party 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 during the year.

On 25th November, 2005, a sale and purchase agreement was entered into
between Upgrade Assets Limited (“Upgrade Assets") as the vendor and First
Dragon Enterprises Limited as the purchaser in respect of 1,000 shares in the
capital of JadeField Limited ("JadeField"), representing the entire issued share
capital of JadeField at a consideration of not more than HK$390 million at the
date of completion. Upgrade Assets is a wholly-owned subsidiary of Power Jade
Limited (“Power Jade"). Power Jade is owned as to 50% by Gold Castle Ltd., a
wholly-owned subsidiary of the Company, and as to 50% by Solar Chain Limited.
Power Jade through its wholly-owned subsidiary is indirectly interested in 25%
of Dollar Union Limited, a non wholly-owned subsidiary of the Company.
Accordingly, Power Jade and Upgrade Assets are associates of a substantial
shareholder of a non wholly-owned subsidiary of the Company and hence are
connected persons of the Company. Hence, the acquisition of the entire issued
share capital of JadeField constitutes a connected transaction for the Company.

The acquisition was formally completed on 13th March, 2006.

BTIX [FERS] k [HEBERXS] itz
Bha#sh - REBRRAFEAEABREARFK
ARRZ AR B AR PRI EBARREBEH
ZERAHT  EFHEEEAEEETERE
AN+ AR B SAND B2 (AP B R IR
BR YRR BCR Sk B EAAI I B 2 BIRT SR AR 12 B 7%
BRZEBERALN -

B B

/

AR BEARRBERMER BB ERAFEE RS
HEMZH - MERRREETHEEALRRARR
EEMEABRR Z RN HESMESH S -

RZZZTRF+—AZ+AHHB ' Upgrade Assets
Limited ([ Upgrade Assets|) (fEAEJ7) i First
Dragon Enterprises Limited (1B & 7 ) &t
JadeField Limited ([JadeField]) A&7 2 1,000
B (B JadeField FTE B #/TRD) ST BEE W
& o MEREH - ERETEE 390,000,000 78
JC ° Upgrade Assets & Power Jade Limited
([Power Jade]) ZzZEME2AF o PowerJade 7
R AR A2 & WE 2R A Gold Castle Ltd. K Solar
Chain Limited & & # B 500 # ° Power Jade#®
MEZERNBARREREARANT ZIEEEN B
NRAISHBEERAA Z 25%Ez - Bt -
Power Jade % Upgrade Assets &N 2 7] —fE3E2
EMEARc EERR 2 BEAL - ALK AR
AR ZEEAL MU JadeField 2 81E 317/%
FERARBEERS - Al WEER_ZZ
NEZAT=ZBHERTAK -




46

Directors’ Report

Viewide Properties Limited (“Viewide"), an indirect wholly-owned subsidiary of
the Company since completion of acquisition of Gold Horse Limited on 21st
March, 2001, was the landlord under two leases dated 14th August, 1996 and
10th November, 1997 respectively (the “Leases”) with Public Might Limited
("Public Might") as tenant in respect of portions of the Excelsior Plaza in
Causeway Bay known as shop no. 31 on the first floor, portions of shop no. 32
on ground to second floors of Chee On Building, portions of shop no. 32 on
respective second floor of Yee On Building and Annex Land Building and certain
other portions (“Excelsior Property”) expired on 31st October, 2005 with a
monthly guaranteed minimum gross revenue of approximately HK$3.3 million.
The total rental paid by Public Might to Viewide under the Leases for the financial
year ended 3 1st December, 2005 was approximately HK$33 million.

Since 9th May, 2001, Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-
hung, Directors of the Company, had indirect shareholding interest in Public
Might which is a wholly-owned subsidiary of Lifestyle International Holdings
Limited, whose shares are listed on the Stock Exchange. Such Group runs the
retail business in the Excelsior Property under the trade name of “New Face by

Sogo", now known as "Beauty@Sogo” and “Nu Front".

The Independent Non-executive Directors of the Company had reviewed and
confirmed that the transactions entered into by the Group under the Leases were
(a) entered into in the ordinary and usual course of business of the Group; (b)
entered into on normal commercial terms; (c) in accordance with terms of the
Leases which are fair and reasonable so far as the shareholders of the Company
are concerned; and (d) the aggregate annual rental paid by Public Might to
Viewide under the Leases did not exceed 3% of the audited consolidated net

tangible assets of the Group for the year ended 31st December, 2005.

The Auditors of the Company also confirmed that, based on the work they have

performed, the above continuing connected transactions:

(a)  have received the approval of the Board of Directors of the Company;

(b) have been entered into in accordance with the terms of the relevant

agreements governing such transactions; and

(c) have not exceeded the cap amount as set out in the letter issued by the
Stock Exchange dated 21st May, 2001.
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Directors’ Report

None of the Directors has a service contract with the Company or any of its
subsidiaries which is not determinable by the employing company within one

year without payment of compensation (other than statutory compensation).

Details of bank loans and other loans repayable within one year or on demand
are shown in the Consolidated Balance Sheet. Details of long-term secured and
unsecured bank loans and other loans are shown in note 43 to the financial

statements.

Interest capitalised during the year by the Group amounted to HK$23,800,000
(2004: HK$5,772,000).

The Group operates two retirement benefit schemes:

(1)  the provident fund scheme as defined in the Occupational Retirement
Schemes Ordinance, Chapter 426 of the laws of Hong Kong, (the "ORSO

Scheme"); and

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

Scheme").

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

trustees accordingly.
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The ORSO Scheme was available to the Group's full-time permanent staff
employed in Hong Kong before 1st December, 2000. Contributions to the ORSO
Scheme were made by the Group at 5%, 7.5% or 10% based on the staff's
basic salary depending on the length of service. 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 ORSO Scheme allowed any forfeited contributions (made by the Group for
any staff member who subsequently left the ORSO 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 MPF Scheme 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.

In order to provide similar benefits to those who joined the MPF Scheme and
the ORSO Scheme, the Group provided an additional portion (the “Top-up
Portion”) for those who joined the MPF Scheme. The purpose of the Top-up
Portion is to match up the benefits of the MPF Scheme with that of the ORSO
Scheme by providing those staff under the MPF Scheme with basic salary over
HK$20,000 and/or years of service over 5. Contributions to the Top-up Portion
were made by the Group at 5%, 7.5% or 10% of the staff's basic salary less the

Group's mandatory contribution under the MPF as mentioned above.

The Group's cost for the schemes charged to income statement for the year
ended 31st December, 2005 amounted to approximately HK$4,255,000
(2004: HK$3,228,000). In addition, an amount of forfeited employer's
contributions for the ORSO Scheme amounted to approximately HK$374,000
(2004: HK$336,000) was utilised towards reducing the Group's contributions
during the year.
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Directors’ Report

The five largest customers and suppliers of the Group amounted to less than
30% of the total turnover and purchases to the Group during the year.

At no time during the year did a Director, an associate of a Director or a
shareholder of the Company (which to the knowledge of the Directors owns
more than 5% of the Company's share capital) have an interest in any of the
Group's five largest suppliers.

At 31st December, 2005, Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-
hung, shareholders holding more than 5% indirect interest in the Company's
share capital, had a beneficial interest in one of the Group's five largest
customers. All transactions between the Group and the customer concerned
were carried out on normal commercial terms.

Advances to An Entity

Pursuant to Rule 13.20 of the Listing Rules, the Directors reported on the
advances to and guarantees given to Bestwise Resources Limited (“Bestwise”),
a 25% associate of the Company, and its subsidiaries by the Group as at 31st
December, 2005. The total of aggregate advances to and guarantees given,
exceeding 8% of the market capitalisation (Note 4) of the Company as at 31st
December, 2005 is HK$1,483,273,000, detailing as follows:
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EABXEE

49




50

Directors’ Report

Advances to An Entity (cont'd)

Notes :

Q)

@

€)

C))

CHIN

The advances made by the Group as shareholders’ loans, which were utilised as to
HK$740 million for payment of the Group's share of 50% of the land cost of two
lands in West Kowloon (Kowloon Inland Lot No. 11167 at the junction of Hoi Wang
Road and Hoi Ting Road and Kowloon Inland Lot No. 11168 at Hoi Ting Road )
(the "Lands") and the remaining balance of HK$773,000 for other expenses. The
loans are unsecured, interest to be determined at rate from time to time as agreed
between both parties, with no fixed repayment date.

Union Empire Limited and Best Profit Limited are the direct wholly-owned
subsidiaries of Bestwise for the purpose of holding the Lands.

The Company had provided pro-rated corporate guarantees for an aggregate
amount of HK$742.5 million for two loan facilities of HK$1,370 million and
HK$1,600 million granted to Union Empire Limited and Best Profit Limited
respectively. Of the Group's guaranteed indebtedness, HK§740 million was utilised
to finance the Group's share of 50% balance of the cost of the Lands and the
remaining balance of HK$2,500,000 for partial finance of the construction cost.

Such disclosure is no longer required under the housekeeping amendments made
to Rule 13.20 of the Listing Rules with effect from 1st March, 2006.
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Directors’ Report

Proforma Combined Balance Sheet of The Affiliated Companies

Pursuant to Rule 13.22 of the Listing Rules, a proforma combined balance sheet
of the affiliated companies to which financial assistance and guarantnees for their

benefit have been given by the Group as at 3 1st December, 2005 is presented

below:

Non-current assets EREBEE
Current assets MENEE
Current liabilities mEAE
Non-current liabilities B U=V
Net assets FEE

Note: Proforma combined balance sheet has been realigned with the Group's accounting

policies.
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Interest
(note) attributable
Combined total to the Group

(K5E) RE
EOrHEE FEfhRE S
HK$'million HK$'million
ER- o BEBT
6,994 3,030
33,467 10,141
(7,384) (3,429)
(30,337) (8,935)
2,740 807
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Based on information that is publicly available to the Company and within the BRBADB MG ARER  BEEAA - AQ
knowledge of the Directors, the Company has maintained the prescribed amount ARZZZRFOA-+—B (KRFHPERZ
of public float as at 2 1st April, 2006 (the latest practicable date prior to the issue HEBRATEE) #RRTZARFHKRE -

of this annual report).

The financial statements for the year were audited by Messrs. Deloitte Touche REFZPBREBIRE - WERT SHA1TE

Tohmatsu who would retire at the conclusion of the forthcoming Annual General % o ZERMTIR RS BT 2 RFIAF K G4
Meeting, and being eligible, offer themselves for re-appointment. REERMER - EREBEE -

On behalf of the Board REREFS

Thomas Lau, Luen-hung E

Chairman 2185

Hong Kong, 11th April, 2006 B _ZEZERFHA+—H
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