REPORT OF THE DIRECTORS

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

PRINCIPAL ACTIVITIES

The Group’s principal activities remained unchanged during the year
and consisted of the manufacture and retail of jewellery, wholesale of
precious metals, and securities and commodities broking.

The principal activity of the Company is investment holding. Details of
the principal activities of the subsidiaries are set out in note 18 to the
financial statements.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2005 and the state
of affairs of the Company and the Group as at that date are set out in
the financial statements on pages 38 to 126.

An interim dividend of HK5.0 cents per ordinary share was paid on 28
September 2005. The directors recommend the payment of a final
dividend of HK12.0 cents per ordinary share in respect of the year to
shareholders whose names appear on the register of members on 17
May 2006. This recommendation has been incorporated in the financial
statements as an allocation of retained profits within the equity section
of the balance sheet.

SUMMARY FINANCIAL INFORMATION

A summary of the published results for the year and of the assets,
liabilities and minority interests of the Group as at 31 December 2005
and for the last six financial years, as extracted from the audited financial
statements and restated/reclassified as appropriate, is set out below.
The amounts for each year in the seven year financial summary have
been adjusted for the effects of the retrospective changes in accounting
policy upon the adoption of several new and revised accounting
standards as detailed in note 2.2 to the financial statements. This
summary does not form part of the audited financial statements.
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REPORT OF THE DIRECTORS

SUMMARY FINANCIAL INFORMATION (continued)

Results
5
Turnover EEE
Jewellery retail HKETE
Other business EmE®
Operating profit BE R
Share of profits less {5 & 1 A
losses of associates i R 1B
Profit before tax B% % 81 & 7
Tax I8
Profit for the year AEE & A
Attributable to: 1
Shareholders of ARARE
the Company
Minority interests LERRES

EEERE

MBEERBE ()

Year ended 31 December

Assets, Liabilities and Minority Interests

BE BERIBRRER

Total assets BEE
Total liabilities BAE
Minority interests LERRES

BZ12A31BLEE
2005 2004 2003 2002 2001 2000 1999
HK$’000  HK$'000 HKS$'000  HK$'000 HK$'000 HK$'000  HK$'000
TERT TR TR TR FET TET TET
(Restated) (Restated) (Restated) (Restated) (Restated) (Restated)
(E751) (E751) (E71) (E751) (E71) (£751)
2,380,503 2,247,058 1,820,295 1,850,771 1,791,673 2,011,766 2,312,040
3,380,151 4,770,033 4,508,114 2,966,788 2,894,557 2,672,610 2,004,929
5,760,654 7,017,091 6,328,409 4,817,559 4,686,230 4,684,376 4,316,969
216,892 238,544 151,786 80,661 8,084 68,065 138,095
165 2,317 410 143 670 844 346
217,057 240,861 152,196 80,804 8,754 68,909 138,441
(26,670) (37,200) (35,593) (18,805) (5,080) (18,092) (21,111)
190,387 203,661 116,603 61,999 3,674 50,817 117,330
187,330 200,888 115,655 62,251 3,690 50,300 116,721
3,057 2,773 948 (252) (16) 517 609
190,387 203,661 116,603 61,999 3,674 50,817 117,330
As at 31 December
W128 318
2005 2004 2003 2002 2001 2000 1999
HK$’000  HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000  HK$'000
TERT TET TR TR FET TET TET
(Restated)  (Restated) (Restated) (Restated) (Restated) (Restated)
(E751) (E3) (E3) (E5) (E71) (£751)
2,666,365 2,616,514 2,364,341 2,151,295 2,026,756 2,046,448 1,941,393
(540,306) (636,911) (503,228) (447,382) (351,232) (299,095) (287,036)
(33,600) (18,799) (16,582) (13,519) (8,492) (4,009) (4,300)
2,092,459 1,960,604 1,644,531 1,690,394 1,667,032 1,743,344 1,650,057
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REPORT OF THE DIRECTORS

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment and
investment properties of the Group during the year are set out in notes
14 and 15 to the financial statements, respectively. Further details of
the Group’s properties are set out on pages 127 to 128.

SHARE CAPITAL

Details of movements in the Company’s share capital during the year
are set out in note 29 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-Laws or the laws of Bermuda which would oblige the Company to
offer new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF
THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 30(b) to the financial statements and
in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2005, the Company’s reserves available for distribution,
calculated in accordance with the provisions of the Bermuda Companies
Act 1981, amounted to HK$1,410,855,000, of which HK$72,230,000
has been proposed as a final dividend for the year.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
accounted for 28% of the total sales for the year and sales to the
largest customer included therein accounted for 8%. Purchases from
the Group’s five largest suppliers accounted for 41% of the total
purchases for the year and purchases from the largest supplier included
therein accounted for 18%.

None of the directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the directors, own more
than 5% of the Company’s issued share capital) had any beneficial
interest in the Group’s five largest customers and suppliers.
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REPORT OF THE DIRECTORS

DIRECTORS

The directors of the Company during the year were:

Executive directors:

Dr. CHOW Kwen Lim

Mr. Vincent CHOW Wing Shing
Dr. Gerald CHOW King Sing
Mr. Winston CHOW Wun Sing

Non-executive directors:

Mr. CHOW Kwen Ling

Dr. CHAN Bing Fun *

Mr. Stephen TING Leung Huel
Mr. CHUNG Pui Lam

Mr. LEE Ka Lun *

Mr. LO King Man *

* Independent non-executive directors

In accordance with the Company’s Bye-Laws, Dr. CHOW Kwen Lim,
Mr. Vincent CHOW Wing Shing, Dr. CHAN Bing Fun and Mr. CHUNG
Pui Lam will retire at the forthcoming annual general meeting and,
being eligible, will offer themselves for re-election.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors and senior management of the
Company are set out on pages 5 to 8 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as detailed in note 34(a)(iv) and (v) to the financial statements, no
director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2005, the interests of the directors in the issued
share capital of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO”)),
as recorded in the register required to be 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 (the “Model Code”), were as follows:

Long positions:

EEERE

EERRACES
M 2005512 A 31E| B(EHFLHER
BI)E3R2BARBATREZAMMARR

Ek O i$§%ﬁtm@7%$i§ﬂ HRX

SERESTA (MRETR]) BARAR
AREEBMARSMARLDA (TBX

Frl) BsRomEx R%%E% Al E
HEEIE (EER(EENBEEN)E
XVEB) BB BITRAR 2EZOT ¢

wE:

Number of shares held

BRHAE
Percentage of
the Company’s
Personal Family Corporate Trustee issued
Name of directors interest interest interest interest Total  share capital
BERR
BEA BEARE
Esnd 5PN 3+ FhER RERE i agy BAl
(%)
Mr. CHOW Kwen Ling kL - —  45,711,160% — 45711160 7.59
Dr. CHOW Kwen Lim AERBL - - — 137,591,595" 137,591,595 22.86
Dr. CHAN Bing Fun RmEE 1,320,000 - - - 1,320,000 0.22
Mr. Vincent CHOW Wing Shing &K % & - - —  137,591,595" 137,591,595 22.86
Dr. Gerald CHOW King Sing BHKEE  19,687,6807 94,3984 —  84,000,000® 103,782,078 17.24
Mr. Winston CHOW Wun Sing ~ EAREE  7,681,1045 76,8007 —  95,616,0002 103,373,904 17.17
Mr. LO King Man ESXEAE 38,000 — - - 38,000 0.01

Please refer to the explanatory notes in the section headed “Substantial
shareholders” and other persons’ interests in shares and underlying
shares”.

Save as disclosed above, as at 31 December 2005, none of the directors
had registered an interest or short position in the shares, underlying
shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.
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REPORT OF THE DIRECTORS

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the year were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company granted to
any director or their respective spouse or minor children, or were any
such rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the directors to acquire
such rights in any other body corporate.

SUBSTANTIAL SHAREHOLDERS” AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 December 2005, the interests of those persons in the issued
share capital of the Company as recorded in the register of interests
required to be kept by the Company pursuant to Section 336 of the
SFO were as follows:

Long positions:

Capacity and nature

Name of interest

HEHER B RkESME

Everwin Company Limited Beneficial Owner

EamfFEA
Cititrust (Jersey) Limited Trustee
FrEA
HSBC International Trustee Limited Trustee
ZFEA
HSBC Trustee (Cook Islands) Limited Trustee
FFEA
Happy Inc. Beneficial Owner
EaFEA
Happy Family Limited Beneficial Owner
REFXEER LA EaBAA
Top Fit Investments Limited Beneficial Owner
EafFEA
Kai Shing Nominees Limited Nominee
ERAREABERLAA RIEA
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#a:
Percentage of
Number of the Company’s
ordinary issued share
shares held capital
EADFE RS
BFEEERYA L NE
(%)
137,591,595 22.86
137,591,595 22.86
84,190,800? 13.99
70,038,000% 11.64
66,000,000 10.96
45,611,160% 7.58
42,000,000? 6.98
31,372,416% 5.21
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REPORT OF THE DIRECTORS

SUBSTANTIAL SHAREHOLDERS’

AND OTHER PERSONS’

INTERESTS IN SHARES AND UNDERLYING SHARES (continued)

Notes:

(M

137,591,595 shares in the Company were held by Everwin Company Limited,
a company beneficially owned by a discretionary trust of which Dr. CHOW
Kwen Lim and Mr. Vincent CHOW Wing Shing were among the beneficiaries.
The trustee of the trust was Cititrust (Jersey) Limited and, accordingly, the
shares in which Everwin Company Limited was shown to be interested were
also included in which Cititrust (Jersey) Limited was shown to be interested.
Dr. CHOW Kwen Lim and Mr. Vincent CHOW Wing Shing, and their
respective spouse, were deemed to have interests in the 137,591,595 shares
in the Company.

84,000,000 shares in the Company were held by a discretionary trust of
which Dr. Gerald CHOW King Sing and Mr. Winston CHOW Wun Sing were
the beneficiaries. The trustee of the trust was HSBC Trustee (Cook Islands)
Limited, which owned the interests in the Company through the following
companies:

Name of companies

NS

Top Fit Investments Limited
Blossom Investments Limited
Speed Star Holdings Limited

Accordingly, the shares in which Top Fit Investments Limited was shown to
be interested were also included in which HSBC Trustee (Cook Islands) Limited
was shown to be interested.

The interests of HSBC Trustee (Cook Islands) Limited was duplicated by the
interests of HSBC International Trustee Limited.

Remark: As at 31 December 2005, the last notification form received by the
Company from HSBC Trustee (Cook Islands) Limited was on 18
January 2005. Therefore, the number of shares held by this company
as shown in the register of substantial shareholders’ interests has
not taken into account its bonus shares entitlement, which was
issued by the Company on 18 June 2005.
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REPORT OF THE DIRECTORS

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SHARES AND UNDERLYING SHARES (continued)

3)

AND OTHER PERSONS’

70,398 shares and 24,000 shares in the Company were owned by Dr. Gerald
CHOW King Sing’s spouse and minor children, respectively. Accordingly,
Dr. Gerald CHOW King Sing and his spouse were deemed to have interests
in the 84,094,398 shares and 103,711,680 shares in the Company,
respectively.

52,800 shares and 24,000 shares in the Company were owned by Mr. Winston
CHOW Waun Sing’s spouse and minor children, respectively. Accordingly,
Mr. Winston CHOW Wun Sing and his spouse were deemed to have interests
in the 95,692,800 shares and 103,321,104 shares in the Company,
respectively.

45,711,160 shares in the Company were held by Happy Family Limited, in
which Mr. CHOW Kwen Ling and his spouse owned 40% of the equity
interest. Mr. CHOW Kwen Ling and his spouse were deemed to have interests
in the 45,711,160 shares in the Company. The difference in the number of
shares reported by Mr. CHOW Kwen Ling and Happy Family Limited, being
100,000 shares, was due to the acquisition of the said shares by Happy
Family Limited not constituting a whole number percentage change of interest
and therefore was not subject to notification under the SFO.

Of the 31,372,416 shares in the Company held by Kai Shing Nominees
Limited, a company which carries on the business of holding securities in
custody for its customers, 13,584,000 shares were held on behalf of the
following parties:

Name of directors

Personal interest

EREAA (BN ¥
Dr. Gerald CHOW King Sing R B A 960,000
Mr. Winston CHOW Wun Sing B EE 960,000

Save as disclosed above, as at 31 December 2005, no person, other than the
directors of the Company whose interests are set out in the section “Directors’
interests in shares” above, had registered an interest or short position in the shares
or underlying shares of the Company that was required to be recorded pursuant to
Section 336 of the SFO.
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REPORT OF THE DIRECTORS

CONNECTED TRANSACTIONS

Connected party transactions, which also constitute continuing
connected transactions as defined in Chapter 14A of the Rules
Governing the Listing of Securities on the Stock Exchange undertaken
by the Group during the year are set out in note 34(a) to the financial
statements.

The independent non-executive directors have reviewed and confirmed
that the relevant continuing connected transactions had been entered
into:
(i) in the ordinary and usual course of business of the Group;

on normal commercial terms or on terms no less favourable to

the Group than terms available to or from independent third
parties; and

(i)

(iii) in accordance with the relevant agreements governing the
transactions on terms that are fair and reasonable and in the

interests of the shareholders of the Company as a whole.

The auditors of the Company have reviewed the continuing connected
transactions during the year as set out in note 34(a)(i) to (iv) to the
financial statements and confirmed that these transactions:

(i)

were approved by the board of directors of the Company;
(i) had been entered into in accordance with the relevant agreements
governing the transactions; and

(iii) where applicable, have not exceeded the caps stated in the
relevant announcement.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the directors, the Company has maintained a
sufficient public float as at the date of this report.
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REPORT OF THE DIRECTORS

AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors
of the Company will be proposed at the forthcoming annual general

meeting.

On behalf of the board

CHOW Kwen Lim
Chairman

Hong Kong
29 March 2006
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