Report of the Directors

EEEWS

O

The directors herein present their annual report together with the
audited financial statements for the year ended 31 March 20086.

Principal Activities

The Company is an investment holding company. The principal
activities and other particulars of its principal subsidiaries are set
out in note 38 to the financial statements.

Results and Dividends

The results of the Group for the year ended 31 March 2006 are
set out in the consolidated income statement on page 30.

The directors do not recommend the payment of any dividends
for the year.

Reserves

Details of the movements in reserves of the Group and the
Company during the year ended 31 March 2006 are set out in
note 27 to the financial statements.

Investment Properties

The investment properties of the Group were revalued as at 31
March 2006 and the resulting net surplus on revaluation amounted
to approximately HK$45,250,000.

Details of these and other movements in the investment

properties of the Group are set out in note 12 to the financial
statements.
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Properties, Plant and Equipment

The buildings of the Group were revalued as at 31 March 2006
and the resulting net surplus on revaluation amounted to
approximately HK$21,000.

Details of these and other movements in the properties, plant
and equipment of the Group are set out in note 13 to the financial
statements.

Bank and Other Borrowings

Particulars of bank and other borrowings of the Group as at 31
March 2006 are set out in notes 23 and 24 to the financial
statements.

Major Properties

Particulars of the major properties of the Group are set out on
pages 106 to 108.

Directors and Service Contracts

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

Executive directors:

Mr Lai Yiu Keung, Chairman

Madam Chung Lai Ha

Mr Kwok Chong, Anthony

Mr Lai Man Kon (appointed on 24 May 2005)

Mr Lai Chi Kin (resigned on 24 May 2005)

Non-executive directors:
Mr Sun Zheng Quan (resigned on 20 April 2005)
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Independent non-executive directors:
Mr Li Mow Ming, Sonny (appointed on 31 May 2005)

Mr Chan Kwok Kay (appointed on 31 May 2005)

Mr Ng Wai Hung (appointed on 31 May 2005)

Mr Ho John (resigned on 31 May 2005)

Mr Ling Kam Tong, Victor (resigned on 31 May 2005)

Mr Lo Chi Hang, Lonnie (resigned on 31 May 2005)

In accordance with Bye-law 87(2), Mr Kwok Chong, Anthony and
Mr Lai Man Kon will retire from office at the forthcoming annual
general meeting and, being eligible, offer themselves for re-
election.

The Company has entered into service contracts with the
executive directors of the Company, pursuant to which Mr LaiYiu
Keung agreed to act as an executive director for a term of three
years commencing on 1 October 2003. Madam Chung Lai Ha
and Mr Kwok Chong, Anthony agreed to act as executive directors
for a term of one year commencing on 1 October 2005. Mr Lai
Man Kon agreed to act as executive director for a term of one
year commencing on 1 June 2006.

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.

The terms of office of other directors are the periods up to their
respective retirement dates by rotation in accordance with the
Company's Bye-laws.

The Company has also entered into service contracts with all

existing independent non-executive directors for a term of three
years commencing on 31 May 2005.
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Related Party Transactions and Directors’ Interests
in Contracts

Save as disclosed in note 34 to the financial statements:

(i) there were no other transactions which are required to be
disclosed as related party transactions pursuant to the
requirements of The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”); and

(i) there were no other contracts of significance to which the
Company or any of its subsidiaries was a party and in which
a director of the Company had a material interest, whether
directly or indirectly, subsisting at the end of the year or at
any time during the year.

Directors’ Interests in Shares

As at 31 March 2006, the interests and short positions of the
directors, the chief executive and their associates in the shares
of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
"SFQ")) which have been notified to the Company and The Stock
Exchange of Hong Kong Limited (“the “Stock Exchange”) pursuant
to Divisions 7 and 8 of Part XV of the SFO, or which 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 Stock
Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”) of the Listing
Rules on the Stock Exchange were as follows:

Name of director
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Mr Lai Yiu Keung Corporate (Note 1)
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Directors’ Interests in Shares (Continued)

Notes:

1. 210,700,000 shares are registered in the name of United Man's Limited, a
company incorporated in the British Virgin Islands and the remaining
30,000,000 shares are registered in the name of Justgood Limited, a
company also incorporated in the British Virgin Islands. The entire issued
share capital of these two companies is beneficially owned by Mr Lai Yiu
Keung.

2. Madam Chung Lai Ha is the spouse of Mr Lai Yiu Keung and is deemed to
be interested in those shares of the Company in which Mr LaiYiu Keung has

an interest.

In addition to the above, the following director beneficially owned
the non-voting 5% deferred shares in the following subsidiaries
of the Group as at 31 March 2006:

Name of director

EEAR

Name of subsidiary

MEARAE

Billtech Limited
WHEARAF]

Mr LaiYiu Keung
Rgos et

Oriental Gain Properties Limited

REBBXERAT

The non-voting 5% deferred shares practically carry no rights to
dividends or to receive notices of or attend or vote at any general
meetings of or to participate in the surplus assets of the above-
mentioned companies by virtue or in respect of their holdings of
such non-votng 5% deferred shares.
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Directors’ Interests in Shares (Continued)

Save as disclosed above, as at 31 March 2006, none of the
directors or the chief executive 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 which had
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO, or which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein or which were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.

Share Options

Pursuant to a resolution passed at a special general meeting of
the shareholders held on 15 July 2002, the Company terminated
the old share option scheme and adopted the new share option
scheme (“New Scheme”) on 9 September 2002.

The primary purpose of the New Scheme is to provide incentives
to directors and eligible employees, and will remain in force for a
period of 10 years commencing on 9 September 2002. Under the
New Scheme, the directors may, at their absolute discretion, invite
any person belonging to any of the following classes of participants
to take up options to subscribe for shares in the Company:

(@) any employees, executives (including any executive directors
but excluding any independent non-executive directors and
non-executive directors), managers and consultants of the
Company, any of its subsidiaries (“Subsidiary”) or any entity
("Invested Entity"”) in which any members of the Group holds
an equity interest;

(b) any non-executive directors (including independent non-
executive directors) of the Company, any Subsidiary or any

Invested Entity;

(c) any suppliers of goods or services to any members of the
Group or any Invested Entity;

(d) any customers of the Group or any Invested Entity;
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Share Options (Continued)

(e) any persons or entities that provide research, development
or other technological support to the Group or any Invested
Entity;

(f) any shareholders or any members of the Group or any
Invested Entity or any holders of any securities issued by any
members of the Group or any Invested Entity;

(g) any advisors (professional) or consultants to any area of
business or business development of any members of the
Group or any Invested Entity; and

(h) any joint venture partners or business alliances that co-operate
with any members of the Group or any Invested Entity in any
area of business operations or development.

The total number of shares in respect of which options may be
granted under the New Scheme is not permitted to exceed 10%
of the shares of the Company in issue at any point in time without
prior approval from the Company’s shareholders. The number of
shares in respect of which options may be granted to any individual
in any one year is not permitted to exceed 1% of the shares of
the Company in issue at any point in time without prior approval
from the Company’s shareholders. Options granted to substantial
shareholders or independent non-executive directors in excess
of 0.1% of the Company’s share capital or with a value in excess
of HK$5,000,000 must be approved in advance by the Company's
shareholders.
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Share Options (Continued)

Options granted must be taken up within 21 days of the date of
grant, upon payment of HK$1 per option. Options may be
exercised at any time from the date of offer of the share option to
a date to be determined and notified by the directors or, in the
absence of such determination, the earlier of the date on which
the option lapses or the 10th anniversary of the date of grant. The
exercise price is determined by the directors of the Company,
and will not be less than the higher of the closing price of the
Company’s shares on the date of grant, the average closing price
of the shares for the five business days immediately preceding
the date of grant, and the nominal value of the Company shares.

There were no outstanding options granted under the New
Scheme since its adoption and at the end of the year. In addition,
there were no options granted to, or exercised by, any eligible
employees under the old share option scheme during the year.

Directors’ Rights to Acquire Shares or Debentures

As at 31 March 2006, none of the directors of the Company had
any personal interests in share options to subscribe for shares in
the Company granted under the share option schemes of the
Company.

No share options were granted to, or exercised by, any directors
during the year.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries 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. In addition, none of the directors, or
their spouses or children under the age of 18 had any rights to
subscribe for securities of the Company or had exercised any such
rights during the year.
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Substantial Shareholders

Other than the interests of directors under the heading “Directors’
Interests in Shares” above, the substantial shareholders register
maintained by the Company pursuant to section 336 of Part XV of
the SFO discloses that the following shareholders had an interest
representing 5% or more of the issued share capital of the
Company as at 31 March 2006:

Number of shares

IRE

Name

=L

Lintech Telecom Limited 374,519,995 (Note)(Htit)

Lintech Limited 374,519,995 (Note)(Htit)

Guangdong Telecom Industry 374,519,995 (Note)(H1it)
Group Corporation

Note:

These shares are beneficially held by Guangdong Telecom Industry Group
Corporation through its 95% owned subsidiary, Lintech Limited and the wholly-
owned subsidiary of Lintech Limited, Lintech Telecom Limited. The entire issued
share capital of Lintech Telecom Limited is held by Lintech Limited and 95% of
the issued share capital of Lintech Limited is held by Guangdong Telecom Industry
Group Corporation.

Save as disclosed above, the Company has not been notified of
any other interests representing 5% or more of the issued share
capital of the Company as at 31 March 2006.
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Major Customers and Suppliers

For the year ended 31 March 2006, the aggregate amount of
turnover attributable to the Group's five largest customers
accounted for approximately 34% of the Group's total turnover
and the amount of turnover attributable to the largest customer
was approximately 22% of total turnover.

The Group's five largest suppliers accounted for approximately
35% of the total purchases of the Group.

None of the directors, their associates or any shareholders (which
to the knowledge of the directors owns more than 5% of the
Company's issued share capital) has any interest in any of the
Group's five largest customers.

Convertible Securities, Options,Warrants or Similar
Rights

The Company had no outstanding convertible securities, options,
warrants or other similar rights as at 31 March 2006.

Purchase, Sale or Redemption of the Company’s
Listed Shares

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

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.
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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, the
Company has maintained a sufficient public float throughout the
year ended 31 March 2006.

Post Balance Sheet Event

Details of the significant post balance sheet event are set out in
note 35 to the financial statements.

Auditors

Kennic L. H. Lui & Co. Ltd., Certified Public Accountants
(Practising), retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of Kennic L. H.
Lui & Co. Ltd. as auditors of the Company is to be proposed at
the forthcoming Annual General Meeting.

On behalf of the Board

LaiYiu Keung
Chairman

Hong Kong, 25 July 2006
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