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The Board of Directors have pleasure in submitting their annual
report together with the audited financial statements for the year
ended 31 March 2006.

PRINCIPAL PLACE OF BUSINESS

Fairwood Holdings Limited (the “Company”) was incorporated in
Bermuda and has its registered office at Canon’s Court, 22 Victoria
Street, Hamilton HM12, Bermuda and principal place of business
at 2/F, TRP Commercial Centre, 18 Tanner Road, North Point,
Hong Kong.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities and other particulars of the subsidiaries are set
out in pages 120 to 123 on the financial statements.

The analysis of the principal activities and geographical locations
of the operations of the Company and its subsidiaries during the
financial year are set out in note 12 on the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2006, the aggregate amount of
turnover and purchases attributable to the Group’s five largest
customers and suppliers represented less than 30 per cent of the
Group’s total turnover and purchases respectively.

At no time during the year have the Directors, their associates or
any shareholder of the Company (which to the knowledge of the
Directors owns more than 5 per cent of the Company’s share
capital) had any interest in these major customers and suppliers.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 March 2006 and
the state of the Company’s and the Group's affairs at that date
are set out in the financial statements on pages 39 to 123.

TRANSFER TO RESERVES

Profit attributable to equity shareholders, before dividend
distribution, of HK$75,083,000 (2005(restated): HK$37,466,000)
have been transferred to reserves. Other movements in reserves
are set out in note 25 on the financial statements.
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An interim dividend distribution of HK10.0 cents (2005: HK8.8
cents) per share and a special dividend distribution of HK8.0 cents
(2005: Nil) per share were paid on 23 December 2005. The
Directors now recommend the payment of a final dividend
distribution of HK18.0 cents (2005: HK9.2 cents) per share in
respect of the year ended 31 March 2006.

CHARITABLE DONATIONS
Donations made by the Group during the year amounted to
HK$1,000 (2005: HK$1,000).

FIXED ASSETS

During the year, the Group disposed of a property to a related
party at a consideration of HK$28,000,000. Details of this disposal
and other movements in fixed assets are set out in note 13 on the
financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in note 25 on the financial statements. Shares
were issued during the year on exercise of share options.

DIRECTORS
The Directors during the financial year and up to the date of this
report were:

Executive Directors

Dennis Lo Hoi Yeung, Chairman and Chief Executive
Ng Chi Keung

Chan Chee Shing

Independent Non-executive Directors
Herald Lau Ling Fai

Joseph Chan Kai Nin

Peter Lee Sheung Yam

Peter Lau Kwok Kuen

In accordance with Bye-Laws 109 and 189(viii) of the Company,
Mr Chan Chee Shing and Mr Herald Lau Ling Fai shall retire from
office at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election.

Non-executive Directors are appointed under the same terms as
other Directors, pursuant to the Bye-Laws of the Company.
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The Non-executive Directors of the Company received HK$550,000
(2005: HK$400,000) as Directors’ fees for the year ended 31 March
2006.

No director proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within one
year without payment of compensation, other than normal
statutory obligations.

DIRECTORS’ INTERESTS IN SHARES

As at 31 March 2006, the interests or short positions of the
Directors and chief executives of the Company and their associates
in the issued share capital of the Company and 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

(BRABHFEOEXVETEMTE) BME  of Hong Kong Limited (the “Stock Exchange”) pursuant to the
BITRANERIOABOT - Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) were as follows:
(a) EERRARIMESR (a) Interests in the Company
FRAEEB1ITHE B
Ordinary shares of HK$1 each
(CI=E S
& 17 48 85
18 A # 2= EN NSIb X H fh #E BmE Z BB
Percentage
of total
Personal Family Corporate Other issued
interests interests interests interests Total shares
#E B
Dennis Lo Hoi Yeung 2,952,105 - - 51,984,279 54,936,384 43.64%
(B3E1)
(note 1)
REA

Ng Chi Keung 630,000 - - - 630,000 0.50%
Chan Chee Shing 70,000 - - - 70,000 0.06%
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(b)) EARBREFREBRABNES

Note 1: These shares were held by Neblett Investments Limited
("Neblett”), a company beneficially owned by a trust of which
Mr Dennis Lo Hoi Yeung is a discretionary object. Mr Dennis
Lo Hoi Yeung, by virtue of his interest in the trust as a
discretionary object and as the Chairman and Chief Executive
of the Company, was deemed to be interested in the shares

held by Neblett.

(b) Interests in Fairwood Fast Food Limited
BREBEEBIOTHNERERELTR®G
Non-voting deferred shares of HK$10 each

& A # 2= EREY I UNSIE HAth #E 5 FEE
Personal Family Corporate Other
interests interests interests interests Total
#F B
Dennis Lo Hoi Yeung 11,500 - - 279,357 290,857
(Mt &E2)
(note 2)
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Limited ([Pengto])) ¥ 7%  Pengto
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Note 2: These shares were held by Pengto International Limited
("Pengto”), a company beneficially owned by a trust of which
Mr Dennis Lo Hoi Yeung is a discretionary object. Mr Dennis
Lo Hoi Yeung, by virtue of his interest in the trust as a
discretionary object and as the Chairman and Chief Executive
of the Company, was deemed to be interested in the shares
held by Pengto.

All the interests stated above represent long positions.

Apart from the foregoing and those disclosed under the section
“Share option scheme” below, as at 31 March 2006, none of the
Directors or chief executives of the Company had any other
interests or short positions in the shares of the Company or any of
its associated corporations (within the meaning of Part XV of the
SFO) which had been entered 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 pursuant to the Model Code.

Details of Directors’ and chief executives’ interests under the
Company’s share option scheme are set out in the section “Share
option scheme” below.
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SHARE OPTION SCHEME

The Company has adopted a share option scheme on 18
September 2002 under which the Directors of the Company are
authorised, at their discretion, to invite any director (including
non-executive Director and independent non-executive Director)
or any employee of the Company or its subsidiaries or any
consultant, agent, representative, adviser, supplier of goods or
services, customer, contractor, business ally and joint venture
partner to take up options to subscribe for shares in the Company
at a price which shall not be less than the highest of (i) the
nominal value of the share; (ii) the closing price of the share as
stated in the daily quotation sheet of the Stock Exchange on the
date of offer; and (iii) the average closing price of the shares as
stated in the daily quotation sheets of the Stock Exchange for the
5 business days immediately preceding the date of offer. The
maximum number of shares in respect of which options may be
granted under the share option scheme must not exceed
12,335,353 shares, being 10 per cent of the issued share capital
of the Company as at 18 September 2002, the date of adoption
of the share option scheme. The maximum entitlement for any
one participant under the share option scheme shall not in any 12
month period up to the date of grant exceed one per cent of the
shares in issue.

At 31 March 2006, the Directors and employees of the Company
had the following interests in options to subscribe for shares of
the Company (market value per share at 31 March 2006 was
HK$6.25) granted for HK$1 consideration under the share option
scheme of the Company. The options are unlisted. Each option
gives the holder the right to subscribe for one ordinary share of
HK$1 each of the Company.
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Closing price~ Closing price
Number of ~ Number of Number o~ Number of Number of per share per share
options options options options options immediately immediately
outstanding granted cancelled exercised  outstanding Exercise before date before date
at 1 April during Exercisable during during &t 31 March price per of grant of exercise
2005 the year Date granted period the year the year 2006 share of options of options *
“IERE-f-BE
ZEECE ZEEN\ETZA=T-H
RFE(E) ZRtA (FE1) 0w A% BEA0T
Ng Chi Keung (Director) 750,000 - 7 February 1 January 2004 - 250,000 500,000 HK$1.00 HK$0.75 HK$4.08
2003 to 31 December 2008
(Note 1)
“EEmEF-A-HEZ
ZZ5E 0 ZEEN\ETZR=t-H
REM (E2) ZRtH (GE) EgL0m  BEoT BE3eT
Chan Chee Shing (Director) 750,000 - 7 February 1 January 2004 - 250,000 500,000 HK$1.00 HK$0.75 HK$3.95
2003 to 31 December 2008
(Note 1)
ZEEME-A-HE
Z5%5z% ZEE\ETZA=T-H
& ZRtR (HiE1) BE0m BEosT BESR
Employees 1,510,000 - 7 February 1 January 2004 91,000 681,500 737,500 HK$1.00 HK$0.75 HK$5.15
2003 to 31 December 2008
(Note 1)
ZEERE-A-BE
“3EmF ZEEN\ETZA=T-H
EZ NAZB (Bi2) BE2075T B0 BB60TT
Employee 1,200,000 - 2 August 1 January 2006 - 500,000 700,000 HK$2.075 HKS$2.10 HK$6.07
2004 to 31 December 2008
(Note 2)
“ZTREAACT=RE
—3TRE ZEEAFARZTZR
B8 nNA-H (GES) BBL5m BRI BEALT
Employee 800,000 - 1 September 23 September 2005 - 200,000 600,000 HK$2.325 HK$2.35 HK$4.13
2004 to 22 September 2009
(Note 3)
ZEENESATRAE
“5%1% “F-ZF¥XRTZH
&8 mE=THE (GEZ) BEIS0T  BE3S0T
Employee - 600,000 25 April 14 June 2006 - - 600,000 HK$3.50 HK$3.50 -
2005 to 13 June 2013
(Note 4)
*

* BIARAEEBRNERETEES A AT

HUT(E -

being the weighted average closing price of the Company’s ordinary
shares immediately before the dates on which the options were
exercised.
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These options shall be exercisable in the following four batches:

(i) One-fourth of the options is exercisable during the period from 1
January 2004 to 31 December 2008;

(ii) One-fourth of the options is exercisable during the period from 1
January 2005 to 31 December 2008;

(iii) One-fourth of the options is exercisable during the period from 1
January 2006 to 31 December 2008; and

(iv) One-fourth of the options is exercisable during the period from 1
January 2007 to 31 December 2008.

These options shall be exercisable in the following three batches:

(i) 500,000 options are exercisable during the period from 1 January
2006 to 31 December 2008;

(i) 500,000 options are exercisable during the period from 1 January
2007 to 31 December 2008; and

(iii) 200,000 options are exercisable during the period from 1 January
2008 to 31 December 2008.

These options shall be exercisable in the following four batches:

(i) One-fourth of the options is exercisable during the period from 23

September 2005 to 22 September 2006;

(i) One-fourth of the options is exercisable during the period from 23
September 2006 to 22 September 2007,

(iii) One-fourth of the options is exercisable during the period from 23
September 2007 to 22 September 2008; and

(iv) One-fourth of the options is exercisable during the period from 23
September 2008 to 22 September 2009.
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(4) These options shall be exercisable in the following five batches:

(i) One-fifth of the options is exercisable during the period from 14
June 2006 to 13 June 2009;

(ii) One-fifth of the options is exercisable during the period from 14
June 2007 to 13 June 2010;

(iii) One-fifth of the options is exercisable during the period from 14
June 2008 to 13 June 2011;

(iv) One-fifth of the options is exercisable during the period from 14
June 2009 to 13 June 2012; and

(v) One-fifth of the options is exercisable during the period from 14
June 2010 to 13 June 2013.

Information on the accounting policy for share options granted
and the weighted average value per option is provided in note
1(n)(ii) and note 23 to the financial statements respectively.

Apart from the foregoing, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to
enable the Directors or chief executives of the Company or any of
their spouses or children under eighteen years of age to acquire
benefits by means of acquisition of shares in or debentures of the
Company or any of its associated corporations within the meaning
of the SFO.
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SUBSTANTIAL INTERESTS IN THE SHARE CAPITAL OF
THE COMPANY

As at 31 March 2006, the interests or short positions of every
person, other than the Directors and the chief executives of the
Company, in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company
under Section 336 of the SFO, or as otherwise notified to the
Company, were as follows:

BEER% EEHETRND
LEESSEE0 4% mEzahk

Shares directly Percentage

B 5 and/or of total

Note indirectly held issued shares

(i) Neblett (1) 51,984,279 41.29%

(i) £ZIEBR DT

Jumbo Easy Limited ) 51,984,279 41.29%

(iii) Winning Spirit International Corp ) 51,984,279 41.29%

(iv) HSBC International Trustee Limited (1) 51,984,279 41.29%
(v) Lloyd George Investment

Management (Bermuda) Limited 11,876,000 9.43%

(vi) Arisaig Greater China Fund Limited (2) 9,150,000 7.27%

(vii)Arisaig Partners (Mauritius) Limited (2) 9,150,000 7.27%

(vii)Lindsay William Ernest Cooper (2) 9,150,000 7.27%

(ix) Veer Palthe Voute NV (3) 7,620,000 6.05%

(x) Dresdner Bank Aktiengesellschaft (3) 7,620,000 6.05%

(xi) Allianz Aktiengesellschaft (3) 7,620,000 6.05%

B =T

(1) HEEZEDBR—ILRD - WHNebletti A ©
Nebletts&2 — @ 8 Winning Spirit International
Corp2 BB B A A ° & K Winning Spirit
International Corp8I| & — f 3 HSBC International
Trustee Limited AR AT H2EHABH A
Al @EIEERARZE—HARMAGBLEERE
HBK AT - INABEB Nebletth) (2 7T BY 15 1
=R B AR BB NeblettFT #5380 &9 12
%5 © HSBC International Trustee Limited/E & &
A Neblett I FrEHIZREA - A RHA
NeblettFf 5 I% {7 BV #E &5 ©

Notes:

(1) These interests represent the same block of shares and were held by
Neblett. Neblett was a company wholly-owned by Winning Spirit
International Corp, which in turn was a company wholly-owned by
HSBC International Trustee Limited in the capacity of trustee. Jumbo
Easy Limited was deemed to be interested in these shares by virtue of
its capacity of a discretionary object of the trust which beneficially
owned Neblett and being a wholly-owned company of Mr Dennis Lo
Hoi Yeung. HSBC International Trustee Limited was deemed to be
interested in the shares held by Neblett in the capacity of trustee of
the trust which beneficially owned Neblett.
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3P 9 Arisaig

Lindsay William Ernest Cooper & £ # & Arisaig
Partners (Mauritius) Limited 33%#) B 254 25 -
W A8 A ¥k B Arisaig Partners (Mauritius)
Limited 7 #5 B {7 B9 #E 25 o

() LE#EHBR —HLRH - I H Veer Palthe
Voute NVIE A &KL A - Veer Palthe
Voute NV:Z Dresdner Bank Aktiengesellschaft
K & & K B A 7 - M Dresdner Bank
Aktiengesellschaftfl] & Allianz Aktiengesellschaft
MEZEFAEBIIOREREZNHNE AR - B
Itk - Dresdner Bank AktiengesellschaftFlAllianz
Aktiengesellschaftyd # 1% & # /5 Veer Palthe
Voute NVFT#5 i {0 W) 21 ©
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(2) These interests represent the same block of shares and were
beneficially owned by Arisaig Greater China Fund Limited. Arisaig
Partners (Mauritius) Limited was the investment manager of Arisaig
Greater China Fund Limited and was thereby deemed to have an
interest in the shares in which Arisaig Greater China Fund Limited was
interested.

Lindsay William Ernest Cooper had an indirect beneficial interest of 33
per cent in Arisaig Partners (Mauritius) Limited and was thereby
deemed to have an interest in the shares in which Arisaig Partners

(Mauritius) Limited was interested.

—
w
~

These interests represent the same block of shares and were shares in
which Veer Palthe Voute NV was interested as an investment manager.
Veer Palthe Voute NV was a wholly owned subsidiary of Dresdner
Bank Aktiengesellschaft which was in turn a subsidiary in which Allianz
Aktiengesellschaft indirectly held 81.10 per cent controlling interests.
Dresdner Bank Aktiengesellschaft and Allianz Aktiengesellschaft were
thereby deemed to have an interest in the shares in which Veer Palthe
Voute NV was interested.

All the interests stated above represent long positions.

Save as disclosed above, no other interest or short position in the
shares or underlying shares of the Company were recorded in the
register required to be kept under Section 336 of the SFO as at 31
March 2006.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors of the Company as at
the date of this annual report, the Company has maintained the
prescribed public float under the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

CONNECTED TRANSACTIONS

The particulars of the following connected transaction and
continuing connected transactions of the Group are set out below
in compliance with the reporting requirements of Chapter 14A of
the Listing Rules:
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(a) HiFront Landz] 3 2 H E &%
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Connected Transaction
Sale and purchase transaction of property (the “S&P Transaction”)
with Front Land Properties Limited (“Front Land”)

As detailed in note 29(d) on the financial statements, Fairwood
Fast Food Limited, a subsidiary of the Company entered into an
agreement with Front Land on 7 May 2005 for the sale of one of
the Group’s properties at a consideration of HK$28,000,000 to
Front Land. The ultimate beneficial owners of Front Land are Mr
Lo Hoi Chun, who is a cousin of Mr Dennis Lo Hoi Yeung, and his
associate. Profit on disposal of the property is HK$16,947,000,
which has been reflected in the financial statements for the year
ended 31 March 2006.

Continuing Connected Transactions

(a) Tenancy agreement with Front Land
As detailed in note 29(d) on the financial statements, upon the
completion of the sale of the property to Front Land in the
section “Connected Transaction” above, Fairwood Fast Food
Limited entered into a tenancy agreement with Front Land to
lease back the property (the “Leaseback Transaction”) at a
monthly rental of HK$163,800 for a term of two years and six
months commencing on 1 August 2005. Under the tenancy
agreement, Fairwood Fast Food Limited is granted two options
to renew the tenancy for an aggregate term of three years and
six months after the expiry of the initial term. Details of the
rent and deposits paid by Fairwood Fast Food Limited relating
to the property are as follows:

—EEXREF —ETRF

2006 2005

BET T BT T

HK$'000 HK$'000

AEEHE Rent for the year 1,299 -
R=ZA=+—HmHlsiZs Rental deposits at 31 March 491 -
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At a special general meeting held on 17 June 2005,
shareholders of the Company independent of the S&P
Transaction and the Leaseback Transaction approved the S&P
Transaction and the Leaseback Transaction as well as all the
agreements in relation thereto.
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(b) Tenancy agreement with New Champion International Limited

("New Champion”)

As detailed in note 29(b) on the financial statements, during
the year, Fairwood Fast Food Limited leased a property from
New Champion. New Champion is wholly beneficially owned
by Pengto, which in turn is a company beneficially owned by a
trust of which Mr Dennis Lo Hoi Yeung is a discretionary object.
In addition, Mr Dennis Lo Hoi Yeung and his wife, Madam
Cindy Lau Shuk Ching are directors of New Champion. Details
of rent and deposits paid by Fairwood Fast Food Limited
relating to the property are as follows:
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2006 2005

BT BT

HK$'000 HK$'000

AEFEHEE Rent for the year 1,247 1,247
RZA=Z+—HNHESES Rental deposits at 31 March 330 330
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In compliance with the conditional waivers granted to the
Company by the Stock Exchange from strict compliance with
the disclosure requirements under Chapter 14A of the Listing
Rules in connection with the foregoing continuing connected
transaction with New Champion (“the Transaction”), the
Independent Non-executive Directors of the Company have
reviewed and confirmed that the Transaction is:

(i) entered into in the ordinary and usual course of business;

(ii) conducted either on normal commercial terms or on terms
that are fair and reasonable and in the interests of the
shareholders of the Company as a whole;

(iii) entered into in accordance with the terms of agreements
governing the Transaction or on terms no less favourable
than those available to or from independent third parties;
and

(iv) the aggregate value of the Transaction for the year ended
31 March 2006 did not exceed the lower of HK$10 million
or 3 per cent of the book value of the net tangible assets
of the Group as at 31 March 2006.
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The auditors of the Company have also reviewed the Transaction
and confirmed to the Board that:

(i) the Transaction has been approved by the Board of Directors
of the Company;

(ii) the Transaction has been entered into in accordance with the
terms of the lease agreement; and

(iii) the limit of the lower of HK$10 million or 3 per cent of the
book value of the net tangible assets of the Group has not
been exceeded.

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the transaction disclosed in the section headed
“Connected transactions”, New Champion has also agreed to
grant a licence to Fairwood Fast Food Limited to use a storeroom
in Hong Kong during the year. Details of licence fee and deposits
paid by Fairwood Fast Food Limited relating to the storeroom are
as follows:

—EEXREF —ETRF

2006 2005

BET T BT T

HK$'000 HK$'000

AEEHFAUZER Licence fee for the year 180 180
R=ZA=+—H®NES Deposits at 31 March 30 30

B X~ EIN  RRARHMBARR
FRESIAFEATMER - HRAERUE
AARBEERFEANGENEEAL °

EERBSH
BEABEERNFAERNRBFILRBEH
BHER—FAGET=EABMALRLA
# e

ME HEXMOFLFBHLTES
ARBREEAMBRANFAALEBA
HEXBEBOARANLETES ©

Apart from the foregoing, no contract of significance to which
the Company or subsidiaries was a party and in which a Director
of the Company had a material interest subsisted at the end of
the year or at any time during the year.

DIRECTORS’ SERVICE CONTRACTS

During the year, Mr Dennis Lo Hoi Yeung had service contract
with the Company which may be terminated by either party to the
contract on three months’ notice.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

There were no purchases, sales or redemptions of the Company’s
listed securities by the Company or any of its subsidiaries during
the year.
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Dennis Lo Hoi Yeung
FREFITHEH

Chairman and Chief Executive
B ZEEREELARAE
Hong Kong, 6 July 2006

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
Bye-Laws and the law in Bermuda.

BANK LOANS
Particulars of bank loans of the Group at 31 March 2006 are set
out in note 20 on the financial statements.

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 124 of
the annual report.

INVESTMENT PROPERTIES
Particulars of the investment properties of the Group are shown
on page 125 of the annual report.

RETIREMENT SCHEME

The Group operates a Mandatory Provident Fund Scheme (the
“MPF Scheme"”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees in Hong Kong under the
jurisdiction of the Hong Kong Employment Ordinance. Particulars
of the MPF Scheme are set out in note 22 on the financial
statements.

AUDITORS

KPMG retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG as
auditors of the Company is to be proposed at the forthcoming
annual general meeting.



