Directors’ Report

The directors of the Company (the “Directors” or the “Board”) present to
the shareholders their report together with the audited consolidated financial
statements of the Company and its subsidiaries (the “Group”) for the year
ended 31st December, 2007 (the “Year").

PRINCIPAL ACTIVITIES

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, money lending and cosmetics distribution and

trading.

SEGMENT INFORMATION

The Group's turnover and contribution to profit from operations analysed by
principal activities are set out in notes 7 and 8 to the consolidated financial

statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company's principal subsidiaries and associates as at 31st
December, 2007 are set out in notes 56 and 57 to the consolidated financial

statements respectively.

RESULTS AND APPROPRIATION

The results of the Group for the Year are set out in the consolidated income

statement on page 59.

The Directors had declared an interim dividend of HK13.5 cents (2006: HK12
cents) per share. The Board resolved to recommend the payment of a final
dividend of HK22.5 cents for the Year (2006: HK18 cents).

FINANCIAL SUMMARY

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

years is set out on pages 162 and 163
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Directors’ Report

INVESTMENT PROPERTIES

During the Year, the Group did not acquire any leasehold properties (2006:
HK$869,796,000). Investment properties with an aggregate net book value of
approximately HK$101,011,000 (2006: HK$73,524,000) were disposed of
during the Year.

Details of this and other movements in investment properties during the Year

are set out in note 21 to the consolidated financial statements.

PROPERTY AND OTHER FIXED ASSETS

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

note 22 to the consolidated financial statements.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group as at 3 1st December, 2007 are
set out on pages 164 to 184.

SHARE CAPITAL

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

note 46 to the consolidated financial statements.

RESERVES

Movements in the reserves of the Group during the Year are set out on pages
62 and 63.

PRE-EMPTIVE RIGHTS

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

which the Company is incorporated.
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Directors’ Report

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Save as disclosed, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company's listed securities during the

Year.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted to
HK$17,019,000 (2006: HK$390,000).

DIRECTORS

The Directors during the Year and up to the date of this report were:

Mr. Joseph Lau, Luen-hung (Chairman and Chief Executive Officer)
Mr. Lau, Ming-wai

Ms. Amy Lau, Yuk-wai

Mr. Chan, Kwok-wai*

Mr. Cheng, Kwee*

Ms. Phillis Loh, Lai-ping*

*  Independent Non-executive Director

Mr. Joseph Lau, Luen-hung, Mr. Chan, Kwok-wai and Ms. Amy Lau, Yuk-wai will
retire from office at the forthcoming annual general meeting and, being eligible,
will offer themselves for re-election in accordance with Bye-law 111 of the
Bye-laws of the Company. The retirement of Mr. Joseph Lau, Luen-hung is on
voluntary basis. The relevant details of Mr. Joseph Lau, Luen-hung's voluntary
retirement by rotation are stipulated in “Corporate Governance Practices”

section under Corporate Governance Report of this annual report.
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Directors’ Report EEEREE

DIRECTORS' AND CHIEF EXECUTIVES' INTERESTS EENESTHRAEBRART
IN THE SECURITIES OF THE COMPANY AND &*EH&%&‘IZ"‘%T B
ASSOCIATED CORPORATIONS

As at 31st December, 2007, the interests and short positions of the Directors RZZEZ+F+_A=+—H EER&ESTTHK
and chief executives of the Company in the shares, underlying shares and ABRARBINE B ZE(FEREFR
debentures of the Company or any of its associated corporations (within the B0 ([ Z 5 B0 ) EXVEATE &9 48
meaning of Part XV of the Securities and Futures Ordinance (the “SFO")) as BOEE) 2D HERO REFTREEZES
recorded in the register kept by the Company pursuant to section 352 of the Ko#R  BARBIREEZ RAEBRMNE 352K

SFO or as otherwise notified to the Company and The Stock Exchange of Hong HEE2ERMAHSBEEBHERIMBERA
Kong Limited (the “Stock Exchange”) pursuant to the Appendix 10 of Model Al ([Eeacpr ) 5 LR A (T LR AL ) fiss+
Code for Securities Transactions by Directors of Listed Issuers contained in the Fr# 2 EMBITAESEITESFR S ZEST
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing ADFIE AR R RPN

Rules") are as follows:—

| The Company

¥ N
Percentage
Number of Shares of Issued
Name of Directors (ordinary share)  Note Capacity Share Capital
EEng ROBE (EER) Bt = g ERITREESL
Joseph Lau, Luen-hung (“Mr. Joseph Lau") 230,984,820 (1) Founder and beneficiary of trust
U ([ BSR4 ) SELAIZ AR m= A
999,416,030 @) Founder and beneficiary of trust
SRRl ARERmA
1,230,400,850 53.48%
Lau, Ming-wai (“Mr. MW Lau") 230,984,820 m Beneficiary of trust
251 ([ZISEE4 ) FEEEmA
999,416,030 ) Beneficiary of trust
FEERmA
4,000 3) Other interests
Hih s

1,230,404,850 53.48%



Directors’ Report

DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS
IN THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont'd)

Notes:

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

(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. Mr. MW Lau and certain other family
members of Mr. Joseph Lau were eligible beneficiaries of the discretionary trust.

(3)  These shares were held under the estate of Ms. Theresa Po, Wing-kam, the late
mother of Mr. MW Lau, of which Mr. MW Lau is the executor.

Il Associated Corporation of the Company
NP )7

Chi Cheung Investment Company, Limited (“Chi Cheung”)
ERBEEBRARNTEHD

Number of Shares
Name of Director

EEnE

(ordinary share)
ROHBE (HER)

Mr. Joseph Lau 209,931,186

Bt

Note: Mr. Joseph Lau by virtue of his 53.48% interests in the issued share capital of
the Company as disclosed in paragraph | above, was deemed to be interested in
209,931,186 shares of Chi Cheung held by Billion Up Limited, a wholly-owned
subsidiary of Lucky Years Ltd. which in turn was the wholly-owned subsidiary of
the Company.

All the interests stated above represent long positions. The percentage shown
was the number of shares the relevant Directors were interested in expressed

as a percentage of the number of issued shares as at 31st December, 2007.

Save as disclosed above, none of the Directors and chief executives of the
Company had or were deemed under the SFO to have any interests or short
positions 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, 2007.

During the Year, none of the Directors and chief executives 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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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE ~ FERER AN T2 BEREZ
SECURITIES OF THE COMPANY

As at 31st December, 2007, so far as are known to any Directors or chief BEENESTHRABMMNE  RZ2TZ+
executives of the Company, the following parties (other than Directors or TZA=+—H  AREREES LEBEEH
chief executives of the Company) were recorded in the register kept by the F336BE T ECMAEGRSITAEERA
Company under section 336 of the SFO, or as otherwise notified to the A BEESEEEENERAEAAATIEE

Company, as being directly or indirectly interested or deemed to be interested PRA 5% A PR AT (BEEHERITHAR

-y

in 5% or more of the issued share capital of the Company: BROM AR
Percentage
Number of Shares of Issued
Name of Substantial Shareholders (ordinary share) Note Capacity Share Capital
FTERRER ROEE (BEBR) Bt 5 514 BEBRITRABDL
GZ Trust Corporation 1,230,400,850 OHR®) Trustee, beneficiary of 53.48%
a trust and interest in
controlled corporation
EFEA - —HEEFEZREA
SINEEL VNI i
Global King Ltd. 999,416,030 m Trustee 43.44%
BEFEA
Joseph Lau Luen Hung Investments Limited 230,984,820 ) Beneficial owner 10.04%
EmBEAA
The Children’s Investment Fund 200,377,418 3) Investment manager 8.71%
Management (UK) LLP BB
The Children's Investment Master Fund 200,377,418 3) Beneficial owner 8.71%
EmBEAA
Favor Gain Limited (“Favor Gain") 150,036,697 4) Beneficial owner 6.52%
EmBEAA
Thomas Lau, Luen-hung (“Mr. Thomas Lau") 150,036,697 %) Interest in 6.52%
250 ([ 212854 ) controlled corporation
ISR VNI i
UBS AG 212,086,076 Beneficial owner, 9.21%

person having a security
interest and interest in
controlled corporation
ERBEBA
HEHREERZ AL
NSRS AR Z



Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY (cont'd)

Notes:

Q)

@

(€)

®

GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of
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 999,416,030 shares of the Company referred to in both “Founder and
beneficiary of trust” and “Beneficiary of trust” of Mr. Joseph Lau and Mr. MW Lau
respectively under “Directors’ and Chief Executives' Interests in the Securities of
the Company and Associated Corporations” as disclosed in paragraph | above.

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 230,984,820
shares of the Company referred to in both “Founder and beneficiary of trust”
and “Beneficiary of trust” of Mr. Joseph Lau and Mr. MW Lau respectively under
“Directors’ and Chief Executives' Interests in the Securities of the Company and
Associated Corporations” as disclosed in paragraph | above.

The Children’s Investment Fund Management (UK) LLP as investment manager of
The Children's Investment Master Fund (“TCI") held the 200,377,418 shares of
the Company for the benefit of TCI.

Mr. Thomas Lau was deemed to be interested in the 150,036,697 shares of the
Company by virtue of the SFO as he owned the entire issued share capital of
Favor Gain.

All the interests stated above represent long positions. As at 31st December,

2007,

no short positions were recorded in the register kept by the Company

under section 336 of the SFO.
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Directors’ Report

DIRECTORS" INTERESTS IN COMPETING

BUSINESSES

During the Year, the following Directors 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

ESpR

Mr. Joseph Lau

Mr. MW Lau
S ESE &

ot

Nature of Business

Considered to Compete or

Likely to Compete with the

Name of Companies

DNEEH

* Chi Cheung and its subsidiaries
* B RE B A

* G-Prop (Holdings) Limited (“G-Prop”)
and its subsidiaries

FEECEERARIISE])
REE LT

* Chi Cheung and its subsidiaries
*ERREME AR

* G-Prop and its subsidiaries
FRERAEKBAR

* non wholly-owned listed subsidiary of the Company

Company as at 31st December, 2007. The Group's interest in G-Prop reduced to

ceased as a non wholly-owned listed subsidiary or a listed associate of the

34.99% in June 2007 and further reduced to 13.69% in October 2007.

Businesses of the Group

WAREREEEN
BRRF R TR
BECEBME

Property investment and
development

MERE N ER

Property investment

MERE

Property investment and
development

MERE N ER

Property investment

MERE

EEHRES

EERHF

ERTG em

B HG
Alh A

Y

MAFERER - LA TERRRN I EAEEE
FRARBRERFZEE 2D

Nature of Interest
of the Directors
in the Companies
EERZELA
ZERMEE

Having certain deemed
interests in Chi Cheung
and as director of certain

subsidiaries of Chi Cheung
WRAEAETETRRAR
REFZETHBARZES

Having certain deemed
interests in G-Prop

WRARALES THER

Having certain deemed
interests in Chi Cheung
and as director of certain

subsidiaries of Chi Cheung
WRREAERE THER
REFZETHBRRIZEE

Having certain deemed
interests in G-Prop and

was the chairman of G-Prop

and director of certain
subsidiaries of G-Prop

WERSEATEETHRER
EREEZEIFRREEZ

ETHBRARZESE

* ARRZIFREHREB LTHEAR
! HE-_ZZHHF+_A=+—HTBAEARAZ
FH2ERA LTINEARS LW E AR - K&

ERSEZERZNR ST F /N ARE34.99%
WARZZZEF+ARME13.69% °



Directors’ Report

DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (cont'd)

Mr. Joseph Lau and Mr. MW Lau (collectively “Lau’s family”) had personal
interests in private companies engaged in businesses consisting of property
development and investment in Hong Kong as well as securities investment.
Mr. Joseph Lau had personal interests in private companies engaged in money
lending business. 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 Lau's family, the above-
mentioned businesses were managed by separate publicly listed companies
with independent management. The respective board composition of such
listed companies are different and separate. 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, Mr. MW Lau resigned as the chairman of G-Prop and director of
subsidiaries of G-Prop on 1st June 2007.

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"). 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.

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 and the audit committee of the Company, 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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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

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

DIRECTORS" AND CONTROLLING SHAREHOLDERS'
INTERESTS IN CONTRACTS

Save as disclosed below and apart from the agreement disclosed under the
heading "Connected Transaction” 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.

On 11th September, 2007, the Company together with its wholly-owned
subsidiary, Victory Gain Holdings Limited (“Victory Gain") had entered into a
conditional sale and purchase agreement with Chi Cheung and Shing Ping
Development Ltd. (a wholly-owned subsidiary of Chi Cheung) (“Shing Ping"),
in relation to, inter alia, disposal of certain property interests in the People’s
Republic of China in exchange for certain property interests held by Chi Cheung
in Hong Kong at a net consideration of approximately HK$9,760.7 million
(subject to adjustment at completion) to be settled by Chi Cheung by means
of cash and issuance of convertible bonds to the Company (the “Proposed
Asset Transaction”). Mr. Joseph Lau and Mr. MW Lau are directors of Victory
Gain and Shing Ping. Mr. Joseph Lau was deemed to be indirectly interested
in Chi Cheung as disclosed in paragraph Il of “Directors’ and Chief Executives’
Interests in the Securities of the Company and Associated Corporations”. The
Proposed Asset Transaction constituted a major transaction of the Company.
However, the resolution proposed to approve the said agreement was not
passed by the independent shareholders of Chi Cheung at the extraordinary
general meeting of Chi Cheung held on 28th November, 2007 and accordingly

the Proposed Asset Transaction terminated.
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Directors’ Report

CONNECTED TRANSACTION

On 29th June, 2007, Daily Best Limited, being an indirect wholly-owned
subsidiary of the Company, acquired from Power Jade one share in the capital
of The House of Kwong Sang Hong International Limited ("KSH"), representing
the entire issued share capital of KSH, and the respective shareholder's loan
owing by KSH to Power Jade at a total consideration of HK$20 million (the
"Acquisition™). KSH and its subsidiaries (the "KSH Group") are principally
engaged in manufacturing and retailing of cosmetic products. Some of the
members of the KSH Group are the registered owners of trademarks or
trademark applications in various countries in relation to the brand known as
"Two Girls Brand". As a result of the Acquisition, the Company obtains 100%
control over the KSH Group's cosmetics business. 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. 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 is a substantial shareholder
of a non wholly-owned subsidiary of the Company and hence is a connected
person of the Company. In this connection, the Acquisition constituted a

connected transaction for the Company.

Save as aforesaid, there were no discloseable non-exempted connected
transactions or non-exempted continuing connected transactions under the

Listing Rules during the Year.

In note 55 concerning “Related Party Transactions” to the consolidated financial
statements for the year ended 3 1st December, 2007, the consideration paid to
an associate for acquisition of a subsidiary in the sum of HK$20,000,000 was

referred to the aforesaid connected transaction.

Save as aforesaid, none of the “Related Party Transactions” as disclosed in note
55 to the consolidated financial statements for the year ended 3 1st December,
2007 constituted discloseable non-exempted connected transaction or non-

exempted continuing connected transaction under the Listing Rules.

To the extent of the above “Related Party Transactions” constituted connected
transaction as defined in the Listing Rules, the Company had complied with the

relevant requirements under Chapter 14A of the Listing Rules during the Year.
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Directors’ Report

SERVICE CONTRACTS OF DIRECTORS

None of the Directors has a service contract with the Company or any of its
subsidiaries which is not determinable by the employer within one year without

payment of compensation (other than statutory compensation).

GROUP BORROWINGS AND INTEREST
CAPITALISED

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
bank loans and other loans are shown in note 41 to the consolidated financial

statements.

Interest capitalised during the Year by the Group amounted to HK$10
(2006: HK$148,342,000).

1,012,000

RETIREMENT BENEFIT SCHEMES

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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Directors’ Report

RETIREMENT BENEFIT SCHEMES (cont'd)

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 total cost for the schemes charged to consolidated income
statement for the year ended 31st December, 2007 amounted to
approximately HK$4,465,000 (2006: HK$3,990,000). In addition, an amount
of forfeited employer’s contributions for the ORSO Scheme amounted to
approximately HK$197,000 (2006: HK$473,000) was utilised towards

reducing the Group's contributions during the Year.
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Directors’ Report

MAJOR SUPPLIERS AND CUSTOMERS

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 own
more than 5% of the Company's share capital) have an interest in any of the

Group's five largest customers and suppliers.

PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, the Company had maintained the prescribed
amount of public float during the Year and up to the date of this report as

required under the Listing Rules.

AUDITORS

The consolidated financial statements for the Year were audited by Messrs.
HLB Hodgson Impey Cheng (“HLB") who would retire at the conclusion of
the forthcoming annual general meeting, and being eligible, offer themselves
for re-appointment. A resolution will be proposed to the shareholders at the
forthcoming annual general meeting to re-appoint HLB as the auditors of the

Company.

There have been no other changes of auditors in the past three years except
for Messrs. Deloitte Touche Tohmatsu resigned and HLB was appointed as the

auditors of the Company in November 2006.

On behalf of the Board
Joseph Lau, Luen-hung

Chairman

Hong Kong, 7th March, 2008
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