REPORT OF THE DIRECTORS EF & #H &

The board of directors (the “Board”) have pleasure in presenting their
report and the audited financial statements for the year ended March 31,
2006.

The Company and its subsidiaries (the “Group”) are investments holding
companies.

The Group’s turnover and contribution to operating results were all derived
from investments in listed and unlisted companies in Hong Kong.

Details of the Company’s subsidiaries at March 31, 2006 are set out in
note (15) to the financial statements.

The results of the Group for the year ended March 31, 2006 are set out in

the consolidated income statement on page 26.

The Board have resolved not to recommend a payment of final dividend.

Details of the movements in the Company’s share capital during the year
are set out in note (23) to the financial statements.
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A summary of the results and of the assets and liabilities of the Group for AT AREBRBEAMMREEZ 2 £ENE
the last five financial years is set out below. This summary is not part of EREBEZHE - KM EVFLERHBRE

the audited financial statements. 251 o
RESULTS

1/4/2005- 1/4/2004- 1/4/2003- 1/4/2002- 1/4/2001-
(in HK$ thousands) (B FrREN) 31/3/2006 31/3/2005 31/3/2004 31/3/2003 31/3/2002
Turnover EED 54,404 22,114 56,604 8,180 27,800
Profit (Loss) before taxation B H A1 EF| (E548) 3,482 (6,686) 11,590 (18,218) 14,055
Taxation | - - - 200 -

Net profit (loss) attributable A% & &5
to shareholders Rl (EE) 3,482 (6,686) 11,590 (18,018) 14,055

Upon adoption of HKAS 39 on 1st April, 2005, fair value change on R -ZTTRFMA—-BRME L S ERF39
Ak 4 s 3 P /N7 =4 N

available-for-sale investments of HK$9,522,426 has been credited to the ﬂfméé Ejﬁi\iﬁfi% ;;@f@ﬁﬁﬁ%%

Group’s fair value reserve during the year ended 31st March, 2006 instead REHARKERE —FFRE=A= H

. EFEZAVFERER - MAFALRE BEE
of Consolidated Income Statement. i o

ASSETS AND LIABILITIES

EEHEE
March 31
=A=t-H
(in HK$ thousands) (BT TREN) 2006 2005 2004 2003 2002
Total assets BELE 112,088 96,889 102,290 88,971 101,216
Total liabilities BESE (5,412) (3,217) (1,932) (203) (317)
Net assets BEEFE 106,676 93,672 100,358 88,768 100,899
Notes: The Company was incorporated in the Cayman Islands on November  ff:t : ARAR—ANANF+—AODBRHAE
4, 1999 and became the holding Company of the companies HEAMRY TR —AAAE+ZA
comprising the Group as a result of the group reorganisation on T+ REXREEEAEKNAELTEEE
December 22, 1999. The financial results of the Group for the period TRAIZERRE - AEBH—NAN
from June 8, 1999 (date of incorporation of Super Idea International F7XAJ\H (Super Idea International
Limited, a then wholly-owned subsidiary of the Company after the Limitedz MR BE - REEEHA
group reorganisation) to March 31, 2000 were prepared on the basis B RAEARRZZENBARZZE
of merger accounting as if the Group structure had been in existence EEF-RA=+—BHRAIUBEED
throughout the period presented. BEASHELERH  BEOAEBE 2R

BREJH[ -ERE
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Movements in the reserves of the Group and the Company during the
year are set out in note (24) to the financial statements.

The Company’s reserves available for distribution represent the share
premium, contributed surplus and retained profits under the Companies
Law of the Cayman Islands. The share premium of the Company is available
for paying dividends to shareholders subject to the provisions of its
Memorandum and Articles of Association and provided that immediately
following the distribution of dividend the Company is able to pay its debts
as they fall due in the ordinary course of business. In accordance with the
Company’s Articles of Association, dividends can be distributed out of
the share premium, contributed surplus and retained profits of the
Company which in aggregate amounted to approximately HK$90,692,000
(2005: HK$84,836,000) as at March 31, 2006.

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

The directors of the Company during the year and up to the date of this
report were:

Executive Directors

Mr. Li Kwok Cheung, George
Mr. Cheng Wai Lun, Andrew
Dr. Wong Yun Kuen

Independent Non-executive Directors
Mr. Wong Wai Kwong, David

Dr. Lewis Hung Fung

Mr. Ip Man Tin, David

In accordance with Article 157 of the Company’s Articles of Association,
Mr. Cheng Wai Lun, Andrew and Mr. Wong Wai Kwong, David shall retire
by rotation from office and, being eligible, offer themselves for re-election.
All other directors continue in office.

The term of office of each of the independent non-executive directors
lasts until his retirement by rotation in accordance with the Company’s
Articles of Association.

The Company received confirmation of independence in respect of the
year ended March 31, 2006 from each of the independent non-executive
directors pursuant to rule 3.13 of the Revised Listing Rules. Up to and as
at the date of this report, the Company still considers the independent
non-executive directors to be independent.
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None of the directors who are proposed for re-election at the forthcoming
annual general meeting has a service contract which is not determinable
by the Group within one year without payment of compensation other
than statutory compensation.

In the opinion of the Board, there were no contracts of significance in
relation to the Group’s business to which the Company or any of its
subsidiaries was a party and in which any director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

As at March 31, 2006, the interests and short positions of the directors of
the Company in the shares, underlying shares and debentures of the
Company and its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFQO”)) which were notified
to the Company and The Stock Exchange of Hong Kong Limited (the
“SEHK”) pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the directors and the chief executive
of the Company were deemed or taken to have under such provisions of
the SFO) or which were required to be and were recorded in the register
required to be kept pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the SEHK pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model
Code”) in the Listing Rules were as follows:

EERBTIRREFAS LERBEREL
EFERASEMET L AEEINNELREE
CEERERIN) ITEE—FATURLEZR
BEA -

BEEEQZER  ARAHEEMHERF
AVABARAEBZERGNT » KRAE
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Bz BaRARIMT

Number of shares

Person Family
Name of director interests interests
EENZ AR ZEER

Ordinary Shares of HK$0.01each in the Company
RARERABOOETIZEER

Cheng Wai Lun, Andrew (Note) - -
&R (W)

RO #A
Percentage
of issued
Corporate Other share capital
interests interests Total EEITRA
EEER Hitn g% fam ARl
340,000,000 - 340,000,000 32.08%
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Note:  Mr. Cheng Wai Lun, Andrew is one of the discretionary objects of a trust
which assets include interests in the entire issued share capital of Fung
Fai Growth Limited. Fung Fai Growth Limited holds 340,000,000 shares of

the Company.

Save as disclosed above, at no time during the year ended March 31,
2006 was the Company, its subsidiaries or its associate a party to any
arrangement to enable the directors or chief executives of the Company,
or their spouses or children under the age of 18, to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company or
its associated corporation.

Save as disclosed above, none of the directors or the chief executives of
the Company had or was deemed to have any interests or short positions
in the shares, underlying shares or debentures of the Company or any
associated corporation (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 for Securities Transactions by Directors of Listed
Companies contained in the Listing Rules.

As at March 31, 2006, the following persons or corporations, other than
the interest disclosed above in respect of the directors, interest in 5% or
more in the shares and underlying shares of the Company have been
notified to the Company and recorded in the register of substantial
shareholders’ interests in shares and short positions required to be kept
under Section 336 of Part XV of the SFO:

Name of shareholder

BREH

Ordinary shares of HK$0.01 each in the Company
EAREREGBIMBIZERR

Fung Fai Growth Limited (Note (a))
Fung Fai Growth Limited (K77 (a))

Kingswell Holdings Group Limited (Note (b))
Kingswell Holdings Group Limited (#f## (b))

B : % ZERB ) B Fung Fai Growth Limited# A& -
Fung Fai Growth Limitedii — 5t 2 8 B %
BE MBERETEARHP—UBESXE
A ° Fung Fai Growth Limited$s & & A #]
340,000,000% B {7 °

REXHEEN  RBEE-TZ =
—EtiFWZEﬂﬁﬁ'$Q*~EW%
A EHE RAI BB LA T
ZEZHTR hﬁAEiﬁMﬁ&ﬁ$ﬁ+ﬂ
P2 T R R AR D A SR s AR B A B 2 Bk
aEHmER -

BREXHEEN  ARFABEERIETHA
BYENRADAREREEZE (EEREF LY
EHROIETREM) 2BD - BERNHHESE
AREGEIARE  MABTRREZES KB E K
flsE3s2MEAFE 2 BRLfMA ‘METFLH?
RAMB LT ARESETEFRINERE

RIAREARBRBIMz EMER AR

RZBEERF=ZRA=FT—0 REFAQFLE

% R EIERD H%XV*B%BSGM%@E?@ SECEFE

BREEMAEECMEERMET WAL

FNF (R Ll EEBEFIT 2 ERIN B

BEARRAEBHTRARMEEARN B2 2 AKIA
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Approximate

percentage of

Number the total number

of shares held of shares in issued

FEREHE NIEEBITROBED

340,000,000 32.08%

192,000,000 18.12%
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Notes:

(a) The entire issued share capital of Fung Fai Growth Limited is owned by a
trust of which the discretionary objects are family members of Mr. Cheng
Kai Ming, Charles, including a director of the Company, Mr. Cheng Wai
Lun, Andrew.

(b) The entire issued share capital of Kingswell Holdings Group Limited is

beneficially owned by Mr. Janusz Mieczyslaw Stempnowski.

Save as disclosed above, as at March 31, 2006, the Directors are not
aware of any other persons who have interests or short positions in the
shares, underlying shares of equity derivatives or debentures of the
Company or any associated corporations (within the meaning of Part XV
of the SFO) which would be required to be disclosed to the Company
pursuant to Part XV of the SFO.

Significant related party transactions entered by the Group during the
year ended March 31, 2006 which also constitute connected transactions
under the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”), are disclosed in note (28) to
the financial statements.

The investment manager of the Company is regarded as a connected
person of the Company under Chapter 21 of the Listing Rules. Accordingly,
the investment management agreement constitutes a connected
transaction of the Company. The management fee paid during the year
amounted to HK$1,444,865.

The Board considers the connected transactions as disclosed in note
(28) have been conducted in the ordinary and usual course of business of
the Group on normal commercial terms and did not exceed the cap
amount as prescribed in the waiver granted by the Stock Exchange.
These connected transactions had been reviewed by the independent
non-executive directors and the auditors of the Company and received
approval from the Company’s board of directors.

Details of significant management contracts in relation to the Company’s
business are included in note (28)(a) to the financial statements.

Save as disclosed above, no other contracts concerning the management
and administration of the whole or any substantial part of the business of
the Company were entered into or existed during the year.

Bt
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Janusz Mieczyslaw
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There are no provisions for pre-emptive rights which would oblige the
Company to offer new shares on a pro-rata basis to existing shareholders
under the Company’s Memorandum and Articles of Association and the
Companies Laws of the Cayman Islands.

The Company has established an audit committee according to “A Guide
for The Formation of an Audit Committee” published by the Hong Kong
Institute of Certified Public Accountants. The primary duties of the audit
committee are to review and supervise the financial reporting process
and internal control system of the Group. The Audit Committee had also
reviewed the annual results of the Group for the year ended March 31,
2006 in conjunction with the Company’s external auditors.

The audit committee of the Group consists of 3 independent non-executive
directors, namely Mr. Wong Wai Kwong, David, Dr. Lewis Hung Fung and
Mr. Ip Man Tin, David.

The Company has complied throughout the year ended March 31, 2006
with the Code of Best practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange, except that
independent non-executive directors of the Company were not appointed
for a specific term but are subject to retirement by rotation according to
the provision of the Company’s bye-laws.

The Company has adopted the Model Code for Securities Transactions
by Directors by Listed Issuers (the “Model Code”) set out in Appendix 10
of the Listing Rules. Upon enquiry by the Company, all Directors of the
Company have confirmed that they have complied with the required
standards set out in the Model Code throughout the Period.

According to the information that is publicly available to the Company
and within the knowledge of the Board, the percentage of the Company’s
shares which are in the hands of the public exceeds 25% of the Company’s
total number of issued shares.
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Messrs. Chu and Chu, Certified Public Accountants, resigned as auditors
of the Company on May 15, 2006 while Messrs. Li, Tang, Chen & Co.,
Certified Public Accountants, were appointed by the Board to fill the
casual vacancy.

Apart from the foregoing, there were no other changes in auditors of the
Company in any of the preceding three years.

Messrs. Li, Tang, Chen & Co., Certified Public Accountants, retire and,
being eligible, offer themselves for re-appointment at the forthcoming
annual general meeting.

On behalf of the Board
Li Kwok Cheung, George
Executive Director

Hong Kong, July 3, 2006
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