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The board of directors (the “Board”) has pleasure in presenting its report
and the audited financial statements of Upbest Group Limited (the
“Company”) and its subsidiaries (collectively the “Group”) for the year
ended 31st March, 2006.

Principal activities

The principal activity of the Company was investment holding. Its
subsidiaries are principally engaged in securities broking, futures broking,
securities margin financing, money lending, corporate finance advisory,
assets management. In the current year, the business was further

diversified to property investment.

Segment information
Details of segment information by principal businesses and geographical
locations are set out in note (6) to the financial statements.

Subsidiaries
Details of the Company’s subsidiaries at 31st March, 2006 are set out in
note (17) to the financial statements.

Results
The results of the Group for the year ended 31st March, 2006 are set out
in the consolidated income statement on page 34.

Dividends

The Board has resolved to recommend the payment of a final dividend of
HK2.8 cents per ordinary share in respect of the year to the shareholders
whose names appear on the register of members of the Company on 7th
August, 2006. The Company also proposes that a scrip dividend election
will be offered to shareholders with Hong Kong address.

Share capital

Details of movements in share capital of the Company are set out in note
(29) to the financial statements.
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Financial summary
A summary of the results and of the assets and liabilities of the Group for
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the last five financial years is set out below. This summary is not part of

the audited financial statements.

BBBE
UATRAEENBERBENBEEZEERE
ERAGBZHE - UHBETHREERIMHERE
2B -

RESULTS EF¥
Year ended 31st March
BEZE=A=1+—HLEE
(In HK$'000) (UBSFrAElL) 2006 2005 2004 2003 2002
Turnover E S 77,216 58,175 74,185 50,790 51,245
Profit before taxation B 5 A1 & A 167,013 90,039 46,441 16,005 29,433
Taxation iREE| (11,724) (6,551) (8,297) (2,882) (4,845)
Net profit for the year REEARRAER
attributable to equity A ABGTRT
holders of the Company 155,289 83,488 38,144 13,123 24,588
ASSETS AND LIABILITIES EEHEE
31st March
=ZR=+—H
\ (In HK$'000) (UEETFTLAEN) 2006 2005 2004 2003 2002
'\._.
Total assets EEBE 1,093,931 751,135 486,050 520,787 464,990
Total liabilities aERaE (528,092) (352,202) (311,940) (379,445) (329,771)
| Net assets BEFE 565,839 398,933 174,110 141,342 135,219
Note: B 5t

14

The Company was incorporated in the Cayman Islands on 28th July, 2000 and

became the holding company of the companies comprising the Group as a result

of a group reorganisation on 21st September, 2000. The financial results of the

Group for the year ended 31st March, 2000 were prepared on the basis of merger

accounting as if the Group structure had been in existence throughout the period

presented.
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Reserves
Movements in the reserves of the Group and the Company during the
year are set out in note (30) to the financial statements.

The Company’s reserves available for distribution represent the share
premium, contributed surplus, retained profits and proposed final dividend
under the Companies Law of the Cayman lIslands. 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, retained
profits and proposed final dividend of the Company which in aggregate
amounted to approximately HK$271,188,000 as at 31st March, 2006.

Donation
Donation made by the Group during the year for charitable purposes
amounted to HK$12,000.

Property, plant and equipment and investment properties

The Group’s investment properties were revalued at 31st March 2006,
resulting in a fair value gain amounting to HK$16,836,000 which has
been recognised in the income statement.

Details of these and other movements during the year in the property,
plant and equipment and investment properties are set out in notes (14)
and (15) to the financial statements, respectively.

Borrowings

Bank overdrafts and other borrowings repayable within one year or on
demand are classified as current liabilities. A repayment analysis of bank
borrowings is set out in note (26) to the financial statements. No interest
was capitalised by the Group during the year.

Major clients

For the year ended 31st March, 2006, the Group’s five largest clients
accounted for in aggregate approximately 20% (2005: 19%) of the Group’s
turnover, of which the largest client accounted for approximately 7% (2005:
6%) of the Group’s turnover.

None of the directors or any of their associates or any shareholder of the
Company which to the knowledge of the directors of the Company owned
more than 5% of the Company'’s issued share capital have an interest in
the Group’s five largest clients.
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Repurchase, sale or redemption of the Company’s listed securities
For the year ended 31st March, 2006, other than as an agent for clients
of the Company or its subsidiaries, neither the Company nor any of its
subsidiaries repurchased, sold or redeemed any of the Company’s listed
securities during the year.

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

NON-EXECUTIVE DIRECTOR
Dr. Wong King Keung, Peter (Chairman)

EXECUTIVE DIRECTORS

Mr. Wong Ching Hung, Thomas

Mr. Cheng Kai Ming, Charles

Mr. Li Kwok Cheung, George

Ms. Cheng Wai Ling, Annie (Appointed on 13th July, 2006)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Wong Wai Kwong, David

Mr. Pang Cheung Hing, Alex

Mr. Fuk Ho Kai

In accordance with Articles 116 and 119 of the Company’s Articles of
Association Mr. Wong Ching Hung, Thomas, Mr. Cheng Kai Ming, Charles
and Ms. Cheng Wai Ling, Annie shall retire by rotation from office and,
being eligible, will offer themselves for re-election.

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

The Company received confirmation of independence in respect of the
year ended 31st March, 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.

Directors’ service contracts

None of the directors being proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or any
of its subsidiaries which is not determinable by the Group within one year
without payment of compensation, other than statutory compensation.
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Directors’ and chief executives’ interests and short positions
in the shares, underlying shares and debentures of the
Company or any associated corporation

As at 31st March, 2006, the interests and short positions of the directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which are required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they are
taken or deemed to have under such provisions of the SFO) or which are
required, pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which are required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies to be notified to
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the Company and the Stock Exchange were as follows:

43}?&75?67\]2%/\ ExkR  AREBEEFLHE
[BROIEXVEEET R8N BMAME AR B R
s (BRREES MR GRIABGEZF
REFLRSEENRRRAR)  IBRERE
LB IRDIEI2RBBE LN AR L ES
fit - KARB(LETRRAESETEZRIHNE
BFRDZRENEGARE LB

Number of shares

RO#E

Personal Family

interests interests Percentage

(held as (interest  Corporate Other of issued
Name of director beneficial owner)  of spouse) interests interests Total share capital

AAER FEER BEARK
EEps (REEEEN) (RBER EEER iR Lk Aat
Ordinary Shares of HK$0.01 each AR FAEREE0METZ

in the Company EBR

Cheng Kai Ming, Charles (Note) 2R (W) - - 868,554,237 - 868,554,237 69.31%
Cheng Wai Ling, Annie (Note) &R (i) - - 868,554,237 - 868,554,237 69.31%

Note: As at the Latest Practicable Date, CCAA Group Limited (“CCAA”), an
associated corporation (within the meaning of Part XV of the SFO) of the

Company, was directly interested in 868,554,237 Shares in, representing

approximately 69.31% of, the issued share capital of the Company. Mr.

Cheng Kai Ming, Charles, Ms. Cheng Wai Ling, Annie and their family

members are the beneficiaries of the trust which assets include interests

in the entire issued share capital of CCAA and accordingly, they are deemed

to be interested in 868,554,237 Shares and the entire issued share capital

of CCAA under the SFO.

At no time during the period was the Company, its subsidiaries or its

associated companies a party to any arrangements to enable the directors

or executives of the Company (including their spouse and children under

18 years of age) to acquire benefits by means of the acquisition in shares

or debentures of the Company or its associated corporations.
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Save as disclosed above, as at 31st March, 2006, none of the directors
or the chief executive of the Company had any interest or short position
in the shares, underlying shares and debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO)
which are required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which they are taken or deemed to have under such
provisions of the SFO) or which are required, pursuant to section 352 of
the SFO to be entered in the register referred to therein, or which are
required, pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies to be notified to the Company and the
Stock Exchange.

Directors’ rights to acquire shares or debentures

At no time during the year was the Company, its ultimate holding company
or any of its subsidiaries a party to any arrangement to enable the directors
or chief executives of the Company or their respective spouse or children
under the age of 18 to acquire benefits by means of the acquisition of
shares in, or debt securities (including debentures) of, the Company or
any other body corporate.

Substantial shareholder’s interests and short positions in the

shares, underlying shares of the Company

As at 31st March, 2006, the following persons or corporations, interest in
3 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 shareholders

Number of shares held

REXPEEN R_FTTERF=ZHA=1—
A BEARTEZHASRTRABRARF
FEAHEEEE (TR R(EFRAERIDFE
XVER) 2Bty ~ HEBBRO REFTREE TR
FRE - ARB(EZLBEGH) EXVIFETR
8D MAEARR RBR T (BERE(ESF LY
ERIDBBIEXREFRRARES 2 #am KR
B)  HEARB(EF R HH) F365217 R E
SN GBI 2 &Mt - RARB(LET AT
ERETEFRINBRETAD ZATEHNEARLD
A R -

EEZRERDAES 2EF

EERBEA - ARF - KRR ZERRAFK
EMBRARMELRREEAARESTHERT
BABSBEZRBAFRET\RATZTF
ZAHZBARRASEMEMAEABE R
DREHEF(BRES) MESMEZEM%R
7

FERERADRAZRORBEARD 2 &R
5874

RZZEERNF=A=1+—H ' TIALTHEHE
REEAARRN RABBR D E@5%A £ 2’7
BERARMAEAAR  TAREES LS
BIEPIEXVEI 336 R ELHEREERFERD
i -

Percentage of
total number of
shares in issued

Note: Identical to those disclosed above as “Directors’ and chief executives’
interests and short positions in the shares, underlying shares and
debentures of the Company or any associated corporation”.

UPBEST GROUP LIMITED

(% =2 £ B fF W 2 1 )

18

BRREZRE FrsERBRESE HEBRITRHBE DL
Ordinary shares of HK$0.01 each KA TEREE0.01ETZ

in the Company EER
CCAA (Note) CCAA (K 3#) 868,554,237 69.31%

fireax : BEXBBEZIEERITHABRARARE
AgERR kbl  HEkOREFZ2#ES

LxkE AR -

ANNUAL REPORT 2006 &



MHH‘**—.

W*x

Save as disclosed above, as at 31st March, 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.

Connected transactions and directors’ interests in contracts
Details of any significant connected and related party transaction entered
by the Group during the year ended 31st March, 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
set out in note (32) to the financial statements under the section heading
of “Connected and related party disclosures”.

The Board considers the connected transactions as disclosed in note
(82) 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.

Save as disclosed in note (32) to the financial statements, no other
contracts of significance in relation to the Group’s business to which the
Company, its ultimate holding 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.

Management contracts
No 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.

Pre-emptive rights

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.
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Audit committee

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 of the Group consists of three independent non-
executive directors, namely Mr. Wong Wai Kwong, David, Mr. Pang Cheung
Hing, Alex and Mr. Fuk Ho Kai. The audit committee had reviewed with
management the accounting principles and practices adopted by the Group
and discussed auditing, internal control and financial reporting matters
including the review of the audited financial statements of the Group for
the year ended 31st March, 2006. The Audit Committee had also reviewed
the annual results of the Group for the year ended 31st March, 2006 in
conjunction with the Company’s external auditors.

Code on corporate governance practices

The Listing Rules have recently been amended by the Stock Exchange by
replacing the Code of Best Practice in Appendix 14 by a new Code on
Corporate Governance Practices (“Code”) and adding a new Appendix 23
on the requirements for a Corporate Governance Report to be included in
annual reports of Listed Issuers. Subject to certain transitional
arrangements, the amendments took effect on 1st January, 2005.

The Company has complied with the Code throughout the year ended
31st March, 2006, with deviations from code provisions A.4.1 of the
Code only in respect of the service term of directors.

None of the existing non-executive directors (including independent non-
executive directors) of the Company is appointed for a specific term. This
constitutes a deviation from code provision A.4.1 of the Code. However,
all the directors of the Company are subject to the retirement provisions
under article 116 of the Articles of Association of the Company. As such,
the Company considers that sufficient measures have been taken to ensure
that the Company’s corporate governance practices are no less exacting
than those in the Code.

Model code for securities transactions by directors

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 year.
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Sufficiency of public float

According to the information that is publicly available to the Company
and within the knowledge of the directors, the percentage of the
Company’s shares which are in the hands of the public is not less than
25% of the Company’s total number of issued shares.

Auditors

Messrs. Chu and Chu, Certified Public Accountants, resigned as auditors
of the Company on 15th May, 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, 20th July, 2006
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