Report of the Directors

EEEHE

The directors present their report and the audited financial
statements of the Company and of the Group for the year ended
31 December 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
During the year, the Group was involved in the distribution of
computer hardware and software products and the provision of
computer technology services and provision of property agency
consultancy services. Details of the principal activities of the
Group's principal subsidiaries are set out in note 14 to the

financial statements.

There were no significant changes in the nature of the Group's
principal activities during the year and up to the date of this
report.

RESULTS

The Group’'s results for the year ended 31 December 2006 and
the state of affairs of the Company and of the Group at that
date are set out in the financial statements on pages 31 to 96.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results
and the assets, liabilities and minority interests of the Group,
prepared on the basis set out in the note below. This summary
does not form part of the audited financial statements.
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SUMMARY FINANCIAL INFORMATION (CONTINUED) BEERBSE (&)
RESULTS 24

Year ended 31 December

BE+-AZ+-ALEFE

2006 2005 2004 2003 2002
“EEXE CZETRE ZETWE ZTE=F —FTT-F
HK$'000 HK$'000 HK$ 000 HK$ 000 HK$'000
FET FET FET FET FET
TURNOVER EEH
Continuing operations REKEEHB 58,740 128,884 237,841 261,692 188,784
Discontinued operation ERIEER - 96,224 - - 155,084
58,740 225,108 237,841 261,692 343,868
LOSS BEFORE TAX BREAEE
Continuing operations REKEEDB (11,633) (12,406) (29,755) (15,734) (35,317)
Discontinued operation ERILER - (27,110) - - (99,863)
(11,633) (39,516) (29,755) (15,734) (135,180)
Tax A 1,642 1,673 (175) 1,974 (4,065)
LOSS BEFORE RADPHRRER
MINORITY INTERESTS A& R (9,991) (37,843) (29,930) (13,760) (139,245)
Minority interests DERRER - 2,171 3,077 (1,622) (8,624)
NET LOSS FROM RRELEBEER
ORDINARY ACTIVITIES ZEREBB
ATTRIBUTABLE TO
SHAREHOLDERS (9,991) (35,672 (26,853) (15,382) (147,869)
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SUMMARY FINANCIAL INFORMATION (CONTINUED]
ASSETS, LIABILITIES AND MINORITY INTERESTS

MBENBE (@)
EE-BERIBRRES

31 December

+=B=+—H
2006 2005 2004 2003 2002
—EEXRF —TTREF —TTME —EE=F —ETF
HK$°000 HK$000 HK$°000 HK$°000 HK$000
FET FET FET FET FET
NON-CURRENT ASSETS E(FRBEE 48,880 106,388 86,924 90,257 58,761
CURRENT ASSETS HBEE 190,519 96,480 238,526 281,019 264,275
CURRENT LIABILITIES RBEE 68,407 47,349 (189,819) (205,835) (143,632)
NET CURRENT ASSETS FBEERE 122,112 49,131 48,707 75,184 120,643
TOTAL ASSETS LESS BEAER

CURRENT LIABILITIES RBEE 170,992 155,519 135,431 165,441 179,404
NON-CURRENT LIABILITIES #REBEE - 210 (487) (737) (953)
MINORITY INTERESTS PERRER - - (4,454) (7,531) (5,909)
170,992 155,309 130,690 157,173 172,542

FIXED ASSETS BEE&EE

Details of movements in the fixed assets of the Company and of
the Group during the year are set out in note 12 to the financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share
options during the year, together with the reasons therefor, are
set out in notes 27 and 28 to the financial statements,
respectively.

RESERVES

Details of movements in the reserves of the Company and of
the Group during the year are set out in note 29 to the financial
statements and in the consolidated statement of changes in
equity on page 34, respectively.
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DISTRIBUTABLE RESERVES

At 31 December 2006, the Company had no retained profits
available for cash distribution and/or distribution in specie.
Under the Companies Act 1981 of Bermuda, the Company’s
contributed surplus of HK$39,431,000 is undistributable. The
Company’s share premium account, in the amount of
HK$342,547,000 at 31 December 2006, may be distributed in the
form of fully paid bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’'s bye-laws or the laws of Bermuda, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new shares on a pro rata basis to
its existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest
customers accounted for approximately 36% of the Group’s total
sales for the year.

Purchases from the Group’'s five largest suppliers accounted for
93% of the total purchases for the year and purchases from the
largest supplier included therein amounted to 26% of the Group's
total purchases for the year.

None of the directors of the Company or any of their associates
or any shareholders (which, to the best knowledge of the
directors, own more than 5% of the Company’s issued share
capital) had any beneficial interest in the Group’s five largest

customers or suppliers.
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DIRECTORS
The directors of the Company during the year and up to the

date of this report were as follows:

EXECUTIVE DIRECTORS:
Mr. Tse Michael Nam  [Chairman and Chief Executive Officer]

(appointed on 12 February 2007)

Mr. Chan Tze Ngon
Mr. Wu Emmy
Mr. Tang Kin Hung

(resigned on 10 October 2006)
(Deputy Chairman)
(retired on 26 May 2006,
appointed on 10 October 2006, and
resigned on 1 March 2007)

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. Lo Siew Kiong, (resigned on 23 June 2006)
John, O.B.E., J.P.

Mr. Tai Benedict (appointed on 23 June 2006)

Mr. Fu Yan Yan

Ms. Wang Xi Ling

Mr. Lim Yew Kong, John [appointed on 12 February 2007)

In accordance with bye-law 111 of the Company’s bye-laws and
the Code on Corporate Governance Practices contained in
Appendix 14 of the Rules (the "Listing Rules”]) Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”), Mr. Chan Tze Ngon and Mr. Fu
Yan Yan will retire by rotation and, being eligible, will offer
themselves for re-election at the forthcoming annual general

meeting.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and of the
senior management of the Group are set out on pages 13 to 14
of this annual report.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which
is not determinable by the Company within one year without

payment of compensation, other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 35 to the financial statements, no
director had a material beneficial interest, either direct or
indirect, in any contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a
party during the year.

RELATED PARTY TRANSACTIONS
Details of the related party transactions of the Group are set
out in note 35 to the financial statements.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

At 31 December 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 its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the "SFQ"]], 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 pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the

“Model Code”), were as follows:

Long positions in ordinary shares and underlying shares of the
Company:

EEREN kR
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AR REST BEEARARREZES R
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RARR LB NBBERN 2R

Number of issued ordinary

shares and underlying shares

Capacity
52

of HK$0.10 each

in the Company held

Personal interests
BFEAXALAESREEIETT
ERTEERREBRG ZHE

Percentage of
holding

8 A #E 22 FERESL

Director:

EF:

Beneficial owner

BEmEBA

Mr. Chan Tze Ngon
RFBEE

125,542,000 18.60%
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS EERTHATRAKRG HEARMORE
AND SHORT POSITIONS IN SHARES, UNDERLYING #ZRZRKRAE (&)
SHARES AND DEBENTURES (CONTINUED)
No. of No. of
Name of Directors Nature of interest underlying Shares share options Position
EEnS EaHE HERGEE BRESHE BA
Mr. Tai Benedict (note) Beneficial owner 600,000 600,000 Long
B E A (M EE) EmEEAA HE
Mr. Fu Yan Yan (note) Beneficial owner 600,000 600,000 Long
RN A (MHEE) EmEB A 5]
Ms. Wang Xi Ling (note) Beneficial owner 600,000 600,000 Long
THBLZT (HiE) E=EEA HE
Note: These options were granted under the share option scheme  MizE: b MEARHE TR IR AN 1 A) BT BR 4% B AR =1 21
adopted by the Company and entitle the holders thereof to R W TEFEARMNZERKMD0.15%
subscribe for Shares at an exercise price of HK$0.15 per Share. TTZITEERERG -
In addition to the above as at 31 December 2006, certain R-ZEXF+_A=Z+—HB BLiEIN B
directors have non-beneficial personal equity interests in certain  FARAARIBMEABZBE EFEERAR
subsidiaries held for the benefit of the Company solely for the RIFBETHEBRAIZEBZBEARNEZ-

purpose of complying with the minimum company membership
requirements.

Save as disclosed above, none of the directors or the chief
executive of the Company had registered an interest or short
position in any shares, underlying shares or debentures of the
Company or any of its associated corporations that was required
to be recorded pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in note 28 to the financial statements, at no
time during the year were rights to acquire benefits by means
of the acquisition of shares in the Company granted to any
director or their respective spouse or children under 18 years
of age, or were any such rights exercised by them; or was the
Company, or any of its subsidiaries a party to any arrangement
to enable the directors to acquire such rights in any other body

corporate.
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SHARE OPTION SCHEMES

Concerning the share options granted during the year to the
directors and employees as detailed in note 28 to the financial
statements, the directors do not consider it appropriate to
disclose a theoretical value of the options granted because in
the absence of a readily available market value of the share
options on the ordinary shares of the Company, the directors
were unable to arrive at an accurate assessment of the value of
the share options.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

Other than the directors and chief executive of the Company,
whose interests are set out in the section “Directors” and chief
executive’s interests and short positions in shares, underlying
shares and debentures” above, no other person had registered
an interest or short position in the shares or underlying shares
of the Company that was required to be recorded in the register
of interests pursuant to Section 336 of the SFO.

(ii) Interests in shares of associated corporations of the

Company

Name of subsidiary Name of entity

MELARER mEEE HE
TVH Cyber Technology Ltd. Yi Jun Yong
ZEHBRXAR QA 283

BMC Software (China) Ltd. BMC Software (HK]

Ltd.

L: represents the entity’s interests in the securities

BRESE

R BHMRM T8 FRERAFARTEER
BREZERENS ARHELERBAARE
BERCBRETERSE EFERERZFER
BZEEFLERGE REETRS L TEE
BREEREZEREE-

FERRREMALTRRO REEBER
HZEBERKXE

BRARBEERITHRARR EXTEERTR
BERNRD HERO REF 2 EERXR] —
ENFr R s BEE R A TR AR R Z B
HEBRD T HEAAREES MME RS
B G HEAERET LMz ERIAE -

i) RAQFAEBEEZERG 2 EDS

Class and no. Percentage
of securities shareholdings
REEREE REBDL
200 ordinary shares of 20%
HK$1 each (L)
2008 T RR (B
BTz BB
1 ordinary share
of HK$1 (L) 10%
TR EE

BTz BB

L RREBREF 2T
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES (CONTINUED)

Save as disclosed above and so far as the Directors are aware
of, as at 31 December 2006, no other party (other than the
Directors and the chief executives of the Company] had an
interest or short positions in the shares, the underlying shares
or debentures of the Company which would fall to be disclosed
to the Company under provisions of Divisions 2 and 3 of Part XV
of the SFO, or which would be required, pursuant to Section 336

of the SFO, to be entered in the register referred to therein.

CORPORATE GOVERNANCE
Details of corporate governance are set out in the section headed
“Report of Corporate Governance” in this annual report.

AUDIT COMMITTEE

The Company established an audit committee on 12 June 1999,
which comprises three independent non-executive directors,
namely Mr. Tai Benedict, Mr. Fu Yan Yan and Ms. Wang Xi Ling
in accordance with the requirements of the Listing Rules. The
audit committee meets regularly mainly to consider the nature
and scope of audit reviews, the effectiveness of the Group's
financial reporting process and internal control systems, and

compliance with the relevant rules and regulations.

INDEPENDENT AUDITOR

Lawrence CPA Limited retire and a resolution for their
reappointment as auditors of the Company will be proposed at
the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Tse Michael Nam

Chairman

Hong Kong
13 April 2007
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