REPORT OF THE DIRECTORS

The Directors would like to present to shareholders their annual
report and the audited consolidated financial statements for the
year ended 31 December 2006.

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 32 to the consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December 2006
are set out in the consolidated income statement on page 38 of
the Annual Report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the past two financial years ended 31 March 2004, the
financial period from 1 April 2004 to 31 December 2004 and the
past two financial years ended 31 December 2005 and 2006 is
set out on page 87 of the Annual Report.

FIXED ASSETS

Movements in the fixed assets of the Group during the year are
set out in note 14 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements during the year in share capital of the
Company are set out in note 25 to the consolidated financial
statements.

DISTRIBUTABLE RESERVES

At 31 December 2006, the Company had no reserves available
for distribution to the shareholders.
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DIRECTORS

The Directors of the Company during the year 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
Mr. Ng Chi Kin David

In accordance with Bye-laws 99 and 102 of the Company’s Bye-
laws, Mr. Chen Wei-Ming Eric retires from office and, being eligible,
offers himself for re-election at the forthcoming annual general
meeting.

The term of office for each Non-Executive Director is the period
up to his retirement by rotation in accordance with the Company’s
Bye-laws.

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 13 to 16
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.

Each of the Independent Non-Executive Directors has revised
the appointment term so that the period of appointment shall be
for a term of three years commencing from 28 September 2005
and subject to retirement by rotation at the end of the said three
years period, subject to re-election and Bye-Laws of the Company
whereby at each annual general meeting one-third of the Directors
for the time being shall retire from office by rotation.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

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 2006, 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
Issuers (the “Model Code”) contained in the Appendix 10 of 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
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Percentage of

the share

capital of

the Company

Number of LR NN

Name of Directors Capacity ordinary shares held [ &N

EEpA 540 FREERYE Ao

Mr. Lam Kwok Hing (Note) Interest of controlled corporation 311,718,000 63.10%
ERELE (Hit) ZEREEE 2R

Mr. Nam Kwok Lun (Note) Interest of controlled corporation 311,718,000 63.10%

EEfRTE BaT) ZEGEE 2R

Note: The shares are registered in the name of and beneficially
owned by J&A Investment Limited (“J&A”), a company
incorporated in the British Virgin Islands. The entire issued
share capital of J&A is beneficially owned as to 80% and
20% by Mr. Lam Kwok Hing and Mr. Nam Kwok Lun
respectively.
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DIRECTORS’ INTERESTS IN SHARES (Continued) EERNROZ2ER (@)
2. Long positions in the ordinary shares of HK$0.01 each 2. RIEMNBKAESKREEIIETEERZE
of ATNT B
Percentage
Number of issued of the issued
ordinary shares held share capital
FRFERITEBREE of ATNT
Personal Corporate 1t 22 M Bk 48
Name of Director interests interests Total ERITRA
BEns Bl AR &= AR B Bt
(Note)
(HaE)
Mr. Lam Kwok Hing 3,474,667 48,520,666 51,995,333 12.19%
EEEXE
Note: The shares are registered in the name of and beneficially BtaF : E#pR {3 FHMedusa Group Limited
owned by Medusa Group Limited (“Medusa”). The entire (TMedusal) BE&#ER  WHUHEHERE
issued share capital of Medusa is wholly owned by Mr. Lam i » MMedusaz 22 #1TRAHEE
Kwok Hing. Also, Karfun Investment Limited (“Karfun”), a BEEDEESR - RN EBEX
wholly-owned subsidiary of the Company, in which Mr. Lam ENBEBIRAREARATZZERB LD
Kowk Hing owns interests through J&A, interested in FMEMBREBRAT ([EMR]) 2% o
201,995,834 ATNT shares. iR BI#E5201,995,834 % T2 B 48 AR 12
2R o
3. Ordinary shares in subsidiaries which are wholly-owned 2EMBARIZEBR

One of the Directors has non-beneficial personal equity
interests in certain subsidiaries held for the benefit of the
Company solely for the purpose of complying with the
minimum company membership requirements in accordance
with the Memorandum and Articles of Association of certain
subsidiaries.

Save as disclosed above, at 31 December 2006, 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

Particulars of the Company’s share option scheme in the Company
are set out in note 29 to the consolidated financial statements.
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ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

At no time during the year 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.

CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

(1) During the year, the Group received commission income
and other securities dealing income from securities, futures
and options dealing of approximately HK$87,000 from the
associates of the Directors, Messrs. Lam Kwok Hing and
Nam Kwok Lun.

(2) During the year, the Group received interest income from
securities margin financing of approximately HK$31,000
from the associates of the Directors, Messrs. Lam Kwok Hing
and Nam Kwok Lun.

(8) During the year, the Group paid administrative expense of
approximately HK$869,000 to AC Consulting Limited in
which Mr. Chow Ka Wo has a beneficial interest and is the
director of KTFA, a subsidiary of the Company.

(4) During the year, the Group received commission income
and other securities dealing income of approximately
HK$70,000 from an associate company, ATNT in which
Messrs. Lam Kwok Hing and Nam Kwok Lun have beneficial
interests and Messrs. Lam Kwok Hing, Nam Kwok Lun, Ng
Chi Kin David and Kwan Wang Wai Alan are Directors.

Other than as disclosed above, there was no other 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
year or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS

At 31 December, 2006, 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
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RAERRBREEICGELEERZRE

Number of Percentage of the share
Name of shareholder Capacity ordianry shares held capital of the Company
RRE B g4 e BTEREREE HERARBREEDLL
J&A Interest of controlled corporation 311,718,000 63.10%

(Note Pff&E) ZEREVEE 2 EE

Note: The entire issued share capital of J&A is beneficially owned as to
80% by Mr. Lam Kwok Hing and 20% by Mr. Nam Kwok Lun
respectively.

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.

APPOINTMENT OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

The Company has received, from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all of the Independent Non-Executive Directors are independent.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by
the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the Directors of the Company are decided by
the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

The Company has adopted a share option scheme as an incentive
to Directors and eligible employees, details of the scheme are
set out in note 29 to the consolidated financial statements.

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.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2006.

RETIREMENT BENEFITS SCHEME

Details of the Group’s retirement benefits scheme are set out in
note 30 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 20086, 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 year ended 31 December 2006, neither the Company
nor any of its subsidiaries purchased, redeemed or sold any of
the Company’s listed securities.
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AUDITOR 3 ]

A resolution will be submitted to the forthcoming annual general AAFBREERRAFAGLESRER
meeting of the Company to re-appoint Messrs. Deloitte Touche LU/EIEEE) e BER A FEHEITARDIZE

Tohmatsu as auditor of the Company. Bl o

By Order of the Board AEEEm
LAM KWOK HING BEE
Chairman EE

Hong Kong, 25 April 2007 &8 —EZLFMA=-+EHA




