Report of the Directors
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The Directors would like to present to shareholders their annual report
together with the audited financial statements of the Company and of
the Group for the nine months ended 31 December 2004.

CHANGE OF FINANCIAL YEAR END DATE

During the period, the Company changed its financial year end date
from 31 March to 31 December in order to cope with the financial year
end date of its principal revenue generating associate. The financial
statements for the current period cover the nine month period from 1
April 2004 to 31 December 2004.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
of the Group are the provision of financial services, including stockbroking,
futures and options broking, mutual funds and insurance-linked
investment plans and products broking, securities margin financing and
corporate finance advisory services. Particulars of the principal
subsidiaries of the Company are set out in note 14 to the financial
statements.

RESULTS

The results of the Group for the period from 1 April 2004 to 31 December
2004 are set out in the consolidated income statement on page 29 of the
Annual Report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for
the past four financial years ended 31 March 2004 and the financial
period from 1 April 2004 to 31 December 2004 is set out on page 75 of
the Annual Report.

FIXED ASSETS

Movements in the fixed assets of the Group during the period are set out
in note 12 to the financial statements.

SHARE CAPITAL

Movements in the share capital of the Company during the period are
set out in note 22 to the financial statements.
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RESERVES

Movements in the reserves of the Company and of the Group during the
period are set out in note 23 to the financial statements and the
consolidated statement of changes in equity respectively.

DISTRIBUTABLE RESERVES

At 31 December 2004, the Company had no reserves available for
distribution to the shareholders.

DIRECTORS

The Directors of the Company during the period and up to the date of
this annual report were as follows:

Executive Directors:
Mr. Lam Kwok Hing (Chairman)
Mr. Nam Kwok Lun (Deputy Chairman and Managing Director)

Independent Non-executive Directors:

Mr. Chen Wei-Ming Eric

Mr. Kwan Wang Wai Alan (appointed on 7 September 2004)
Mr. Ng Chi Kin David

In accordance with Bye-laws 99 and 102 of the Company’s Bye-laws,
Messrs. Chen Wei-Ming Eric and Kwan Wang Wai Alan retire from office
and, being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

DIRECTORS AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical information of the Directors of the Company and the senior
management of the Group are set out on pages 12 to 15 of the Annual
Report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract with
the Company for a “three-year” term commencing from 1 September
2000 which is not determinable within one year without payment of
compensation. These service contracts shall continue thereafter unless
and until terminated by either party with not less than three months’ prior
written notice.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

According to the appointment letter entered into between the Company
and Mr. Kwan Wang Wai Alan, Mr. Kwan has been appointed as
Independent Non-executive Director of the Company with effect from 7
September 2004 until the conclusion of the next annual general meeting
of the Company.

None of the Directors proposed for re-election at the forthcoming annual
general meeting has entered into any service agreements with any
member of the Group which is not determinable within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2004, the interests of the Directors and their associates
in the shares and the underlying shares of the Company and its
associated corporations, as recorded in the register maintained by the
Company pursuant to Section 352 of the Securities and Futures
Ordinance (the “SFO”) or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”) contained in the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), were as follows:

1. Long positions in the ordinary shares of HK$0.10 each of the
Company

Name of Director Capacity

EEns 54

Mr. Lam Kwok Hing (Note)
ERESE (i) REHEE 2 R
Mr. Nam Kwok Lun (Note)

ERfmELE (i) Rt A s

Interest of controlled corporation

Interest of controlled corporation
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ERERABLE -
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EAREEEMKBR QAR R —FAKL T
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MBS  EFTRREZHBBEAREAAF
REBE AR 2 iy KRR < - KIRE
B prag s LR AN (EMARR)) FE EHAFE
EEETEFR SR (IRESPR]) AH
EARNB R 2 ST

1. RARFEREEVIVBETEBERZRRE

Percentage
of the
issued share
capital of the

Number of Company

issued ordinary HELAFE
shares held BITRA
FRFERITEEREE B L
311,718,000 67.76%
311,718,000 67.76%
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DIRECTORS’ INTERESTS IN SHARES (Continued)

1. Long positions in the ordinary shares of HK$0.10 each of the
Company (Continued)

EERKRO 2R (&)
1. RALFAESREEIGERAEERZRR

(&

Note: The shares are registered in the name of and beneficially owned by 2 FullBR M AJ&A Investment Limited ([J&A] -
J&A Investment Limited (“J&A”), a company incorporated in the British —HREBREZHESEMKN LA AR B
Virgin Islands. The entire issued share capital of J&A is beneficially B WEREER - JRAZ 2B TR AR
owned as to 80% and 20% by Mr. Lam Kwok Hing and Mr. Nam HERELERERBEESFIERAEBS0% K
Kwok Lun respectively. 20% 2w o

2. Long positions in the ordinary shares of HK$0.20 each of ATNT 2. REONBKASREE20BTEERZR
)
Percentage
Number of issued of the issued
ordinary shares held share capital
FRFERTEERYE of ATNT
Personal Corporate 1 22 M Bk 48
Name of Director and associates interests interests Total ERITRAE
ESRBBRALSR B ARz AEIRERE BE [ERvigse
(Note)
(i)

Mr. Lam Kwok Hing 3,474,667 97,041,333 100,516,000 23.57%

EBELE

Mr. Lam Kwok Yan 3,475,167 97,041,333 100,516,500 23.57%

ERRALE

Note: At 31 December 2004, an aggregate of 97,041,333 shares of ATNT g RZZEZEWNFF+_A=+—80 & #

were held by Optimist. Messrs. Lam Kwok Yan and Lam Kwok Hing
are each entitled to exercise or control the exercise of one-third or
more of the voting rights at general meetings of Medusa Group
Limited (“Medusa”), which in turn is entitled to exercise or control
the exercise of one-third or more of the voting rights at general
meetings of Optimist.
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DIRECTORS’ INTERESTS IN SHARES (Continued)

3.  Share options of the Company

Name of Director Capacity
EEpA E30)

Mr. Lam Kwok Hing Beneficial owner
ERESE EmERA

Mr. Nam Kwok Lun Beneficial owner
EllfmtE EHEEA

Note: The lapsed options were due to expiry.

4. Share options of ATNT

Name of Director

and associates Capacity
EERBEASSE i280)

Mr. Lam Kwok Hing Beneficial owner
ERESE EmEAA

Mr. Lam Kwok Yan Beneficial owner
ERBLE EmBEEA

Note: The lapsed options were due to expiry.

EERKROzES #)

3. XA

Outstanding
at 1.4.2004
R-ZBZNF
WmA—H

i RAT

10,500,000

10,500,000

21,000,000

i

Az AR E

al

Number of share options

AREHE
Outstanding
Lapsed during at 31.12.2004
the period R-ZEZENE
REER +=—A=+—H
KR e R AT HE

(Note)

(i)

(10,500,000) —

(10,500,000) —

(21,000,000) —

R EREB HIW R -

4. EINEEEZRRIRE

Number of share options

Outstanding
at 1.4.2004
R-ZEZTNF
mA—H

s R AT fE

5,725,000

5,725,000

11,450,000

it

RREHE
Outstanding
Lapsed during at 31.12.2004
the period RI-IZEZENE
RBER +=—A=t+—8”
KM e R AT

(Note)
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(5,725,000) —

(11,450,000) —
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DIRECTORS’ INTERESTS IN SHARES (Continued)

5. Ordinary shares in subsidiaries which are wholly-owned

One of the Directors has non-beneficial personal equity interests
in certain subsidiaries held for the benefit of the Company.

Save as disclosed above, at 31 December 2004, none of the
Directors of the Company or their associates had any interests or
short positions in any shares, underlying shares or debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register required
to be kept under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.

SHARE OPTION SCHEMES

Particulars of the Company’s share option schemes together with the
details of movements in the share options to subscribe for shares of
HK$0.10 each in the Company are set out in note 28 to the financial
statements.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as the share options granted to the Directors under the share option
schemes as described in note 28 to the financial statements, at no time
during the period was the Company, its ultimate holding company or any
subsidiaries of its ultimate holding company a party to any arrangements
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 and none of the Directors, their spouses or children under
the age of 18, had any right to subscribe for the securities of the Company,
or had exercised any such right during the period.
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CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS (Continued)

(1M

)

)

4)

®)

On 6 February 2004, Karfun Investments Limited (“Karfun”), a
wholly-owned subsidiary of the Company, entered into a conditional
subscription agreement with ATNT, in relation to the subscription
of a convertible note in principal amount of HK$30,000,000 to be
issued by ATNT. During the period, Karfun exercised the right to
convert in full the convertible note of HK$30,000,000 into
150,000,000 shares of ATNT at a conversion price of HK$0.20 per
share of ATNT. ATNT then becomes the associate of the Group.

On 25 November 2004, Karfun conditionally agreed to acquire
48,520,667 shares of ATNT from Optimist and 3,475,167 shares
of ATNT from Mr. Lam Kwok Yan for an aggregate consideration of
HK$23,398,125 at a price of HK$0.45 per share of ATNT. At the
same time, Mr. Lam Kwok Yan entered into a conditional agreement
with Mr. Lam Kwok Hing, pursuant to which Mr. Lam Kwok Hing
acquired 50% interest in Medusa from Mr. Lam Kwok Yan for a
consideration of HK$21,834,300. Upon completion of the
conditional agreement between Mr. Lam Kwok Hing and Mr. Lam
Kwok Yan, Medusa would be wholly-owned by Mr. Lam Kwok Hing.
Optimist is a wholly-owned subsidiary of Medusa and its sole asset
is 97,041,333 shares of ATNT. The acquisition of the shares of
ATNT constituted as a connected transaction for the Company
under the Listing Rules and was approved by the independent
shareholders of the Company at a special general meeting on 30
March 2005.

During the period, the Group received commission income from
securities dealing of approximately HK$1,000 and HK$31,000 from
the Director, Mr. Lam Kwok Hing and the associates of the Directors,
Messrs. Lam Kwok Hing and Nam Kwok Lun respectively.

During the period, the Group received interest income from
securities margin financing of approximately HK$18,000 from the
associates of the Directors, Messrs. Lam Kwok Hing and Nam Kwok
Lun.

During the period, the Group received advisory fee income of
HK$50,000 from ATNT.
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CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS

Save as disclosed above, there was no other material transaction which
need to be disclosed as a connected transaction in accordance with the
requirements of the Listing Rules and no contract of significance to which
the Company, its ultimate holding company or any subsidiaries of its
ultimate holding company was a party and in which a Director of the
Company had a material interest, whether directly or indirectly, subsisted
at the end of the period or at any time during the period.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2004, the following persons (other than the Directors
and chief executives of the Company) had interests or short positions in
the shares and underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO.

Long positions in the ordianry shares of HK$0.10 each of the
Company

Number of issued

REXZRESZAHNER

B b XX BEE SN - AR EARE A8 RS S AR ()
B YEEMEARSHERE LHHRAZR
o NEERSGRTIARE  BARARA - K&K
ERABREKEERABZEMMBEAR - I
BEANAERXHEZREEEAER 2 EER]
TEMEREH

FERR

IRIEA D RRE S R DI E336/E T TR 2
Mg R-REmFE+=A=+—8
FHAL BARTEERESTHRABIN KA

AR GEA BRI RIDBARI 2 ERHAR -

REARBREECICGERERERZER

Percentage of the share

Name of shareholder Capacity ordianry shares held capital of the Company
REREH 87 FREBERITEEREE EARTRAEDE
J&A Interest of controlled corporation 311,718,000 67.76%

RAEHAE 2 s

Save as disclosed above, no person (other than the Directors and chief
executives of the Company whose interests are set out under the heading
“Directors’ Interests in Shares” above) had an interest or a short position
in the shares and underlying shares of the Company that was required
to be recorded under Section 336 of the SFO.

PRE-EMPTIVE RIGHTS

There is no provision 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.
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
period from 1 April 2004 to 31 December 2004.

RETIREMENT BENEFITS SCHEME

Details of the Group’s retirement benefits scheme are set out in note 29
to the financial statements.

COMPETING INTERESTS

During the period, none of the Directors or the management shareholders
of the Company (as defined in the Listing Rules) had an interest in a
business that competed with the Group or might compete with the
business of the Group.

MAJOR CUSTOMERS AND SUPPLIERS

During the period from 1 April 2004 to 31 December 2004, less than
30% of the Group’s sales were attributable to the Group’s five largest
customers.

The Group had no major suppliers due to the nature of principal activities
of the Group.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the period from 1 April 2004 to 31 December 2004, neither the
Company nor any of its subsidiaries purchased, redeemed or sold any
of the Company’s listed securities.
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AUDIT COMMITTEE

The audit committee comprises the three Independent Non-executive
Directors of the Company. On 7 September 2004, Mr. Kwan Wang Wai
Alan was appointed as an Independent Non-executive Director and
member of the audit committee of the Company. The audit committee
has reviewed with management the accounting principles and practices
adopted by the Group and discussed internal controls and financial
reporting matters including the review of the unaudited interim results
for the six months ended 30 September 2004 and the audited results for
the period from 1 April 2004 to 31 December 2004.

CODE OF BEST PRACTICE

The Company was in compliance with the Code of Best Practice (the
“Code”) during the period from 1 April 2004 to 31 December 2004 as set
out in Appendix 14 of the Listing Rules, except that Messrs. Chen Wei-
Ming Eric and Ng Chi Kin David, the Independent Non-executive
Directors, were not appointed for a specific term as required by paragraph
7 of the Code, but are subjected to retirement by rotation and re-election
at the annual general meeting of the Company in accordance with the
Company’s Bye-laws.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

During the period from 1 April 2004 to 31 December 2004, the Company
has adopted the Model Code under Appendix 10 to the Listing Rules as
its code of conduct regarding directors’ securities transaction. All directors
of the Company have confirmed, following specific enquiry by the
Company that they have complied with the required standard set out in
the Model Code and the Code during the period.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company confirmed that annual confirmations of independence were
received from each of the Company’s Independent Non-executive
Directors pursuant to Rules 3.13 of the Listing Rules and all Independent
Non-executive Directors are considered to be independent.
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POST BALANCE SHEET EVENT

Details of a significant event occurring after the balance sheet date are
set out in note 26(b) to the financial statements.

AUDITORS

A resolution will be submitted to the forthcoming annual general meeting
of the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors of the Company.

By Order of the Board
LAM KWOK HING
Chairman

Hong Kong, 26 April 2005
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