Report of the Directors

The directors have pleasure in submitting their annual
report together with the audited financial statements
for the year ended 28 February 2006.

Principal Activities

The principal activity of the Company is investment
holding. The principal activities and other particulars of
the subsidiaries are set out in note 12 on the financial

statements.

The analysis of the geographical locations of the
operations of the Company and its subsidiaries (the
“Group”) during the financial year is set out in note 10

on the financial statements.

Major Customers and Suppliers

For the year ended 28 February 2006, the five largest
customers in aggregate accounted for less than 30% of
the Group’s turnover. The five largest suppliers in
aggregate and the largest supplier of the Group
accounted for approximately 47% and 23% respectively

by value of the Group’s total purchases.

As set out in note 29(c) on the financial statements, Rosy
Blue Hong Kong Ltd. is a fellow subsidiary of Prime
Investments S.A., a preference shareholder of Partner
Logistics Limited which is the Company’s controlling

shareholder.

Except for the above, at no time during the year have
the directors, their associates or any shareholder of the
Company (which, to the knowledge of the directors,
owns more than 5% of the Company’s issued share
capital) had any interest (as defined in the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)

(“Listing Rules")) in these major customers and suppliers.

Financial Statements

The loss of the Group for the year ended 28 February
2006 and the state of the Company’s and the Group's
affairs as at that date are set out in the financial
statements on pages 79 to 168.
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Financial Statements (Continued)

The directors do not recommend the payment of any
dividend in respect of the year ended 28 February 2006
(2005: HK$Nil).

Charitable Donations
Charitable donations made by the Group during the year
amounted to HK$81,000 (2005: HK$337,000).

Property, Plant and Equipment

Details of the movements in property, plant and
equipment of the Group and of the Company during
the year are set out in note 11 to the financial

statements.

Share Capital

Details of the movements in share capital of the
Company during the year are set out in note 23 to the
financial statements.

Reserves

Details of the movements in reserves of the Group and
the Company during the year are set out in the
consolidated statement of changes in equity and note

24 to the financial statements, respectively.

Directors
The directors during the financial year and up to the

date of this report were:

Executive Directors

Tse Tat Fung, Tommy, Chairman

Peter Gerardus Van Weerdenburg, Deputy Chairman

Erwin Steve Huang (appointed on 14 July 2005 and
appointed as Deputy Chairman
on 22 June 2006)

Alex Chan

Cheung Tse Kin, Michael (appointed on 22 June 2006)

Yau On Yee, Annie (appointed on 22 June 2006)

Leung Yit Kuen, Raymond (resigned on 25 April 2005)

Non-executive Director
Hong Po Kui, Martin (retired on 26 August 2005)
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Directors (Continued)

Independent Non-executive Directors
Chui Chi Yun, Robert

Gerald Clive Dobby

Lui Pui Kee, Francis

In accordance with the provisions of the Company’s Bye-
laws and to comply with the Code on Corporate
Governance Practices as set out in Appendix 14 of the
Listing Rules, Mr. Tse Tat Fung, Tommy, Mr. Peter
Gerardus Van Weerdenburg, Mr. Cheung Tse Kin,
Michael, Ms. Yau On Yee, Annie and Mr. Gerald Clive
Dobby will retire as directors by rotation at the
forthcoming annual general meeting. Each of Mr. Tse
Tat Fung, Tommy, Mr. Peter Gerardus Van Weerdenburg,
Mr. Cheung Tse Kin, Michael and Ms. Yau On Yee, Annie,
being eligible, will offer himself/herself for re-election
as an executive director of the Company for a term of
three years and Mr. Gerald Clive Dobby, being eligible,
will offer himself for re-election as an independent non-
executive director of the Company for a term of three
years. All other directors continue in office for the

ensuring year.

Each of the three Independent Non-executive Directors
has provided a written confirmation in respect of the
factors set out in Rule 3.13 of the Listing Rules concerning
his independence to the Company. The Board considers
each of the three Independent Non-executive Directors

to be independent.

Directors’ Service Contracts

No directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the
Group 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 Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures of the Company
As at 28 February 2006, the interests and short positions
of the directors and chief executive and/or their
respective associates 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 Securities and Futures Ordinance
("SFO")), which were 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 were taken or deemed to have
under such provisions of the SFO), or which were
required to be entered in the register maintained by
the Company pursuant to section 352 of the SFO, or
which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies
("Model Code"”), were as follows:

(i) Interests and short positions in issued shares
of the Company
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Ordinary shares of HK$0.25 each

BRBR0.25THEER
Derivative
interest % of total
Name of Personal Family Corporate (share Short Other issued
director interest interest interest option) position interest shares
fT£I8 HEBT
i R B
EEpE AAEZ EEz  AEER BRE Ke  Hit#EsR B
Tse Tat Fung, AL - - 152,960,914 2,000,000 = = 73.87%
Tommy (note 1)
(Ftzt1)
100,000
(note 2)
(Htz£2)
Peter Gerardus BB 2,252,000 - - 2,000,000 - - 1.09%
Van Weerdenburg
Alex Chan REE = — — 200,000 - - -
Erwin Steve Huang FEK - - = 100,000 = = =
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Directors’ and Chief Executive’s Interests

and Short Positions in Shares, Underlying

Shares and Debentures of the Company

(Continued)

(i) Interests and short positions in issued shares
of the Company (Continued)

Notes:
1.
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These ordinary shares were held by Partner
Logistics Limited, a company which is owned and
controlled by Blink Technology Limited. Blink
Technology Limited in turn is wholly and
beneficially owned by Mr. Tse Tat Fung, Tommy.
By virtue of the SFO, Mr. Tse Tat Fung, Tommy is
deemed to be interested in all the shares held by
Partner Logistics Limited.

These 100,000 Share options were granted to
Ms. Yau On Yee, Annie, the spouse of Mr. Tse Tat
Fung, Tommy. By virtue of the SFO, Mr. Tse Tat
Fung, Tommy is deemed to be interested in these
share options.
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Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures of the Company
(Continued)
(ii) Interests in underlying shares
As at 28 February 2006, directors of the Company
had interests in option to subscribe for shares of
the Company as follows:

Name of Date of Date of
director grant acceptance
EEps it A BaAH
Tse Tat Fung, Tommy & 25 July 2005 28 July 2005

200557A 25 200557 A28H

Peter Gerardus Van BRE 25 July 2005 28 July 2005
Weerdenburg 2005%7A 25 200547 A28H
Alex Chan RER 25 July 2005 1 August 2005
2005%7A 250 2005585 1H

Erwin Steve Huang BEX 25 July 2005 1 August 2005

200557A 25 20055 8A 1H
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Number of
share options held

BRENSA

as at as at

Exercise Exercisable 1 March 28 February

price period 2005 2006

R2005F 120065

TS friEsmE 3A18 2A28H

HK$1.76 22 August 2005 to - 2,000,000
(note 1) 25 July 2009
BE176TC (note 2)
(K1) 200548F 228 %
200957 A25H
(F2)

HK$1.76 22 August 2005 to - 2,000,000
(note 1) 25 July 2009
BE1.767T (note 2)
(Krz1) 200558A 2R %
2009%7 B25H
(Krt2)

HK$1.76 22 August 2005 to - 200,000
(note 1) 25 July 2009
BE176TC (note 2)
(K1) 200548 226 %
200957 A25H
(Frz2)

HK$1.76 22 August 2005 to - 100,000
(note 1) 25 July 2009
BE176TT (note 2)
(K1) 200548F 228 %
200957 A25H
(F2)
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Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures of the Company
(Continued)

(ii) Interests in underlying shares
Notes:
1. The closing price of the Company’s shares traded
on the Hong Kong Stock Exchange on 25 July 2005
was HK$1.71, being the date on which the relevant
options were offered for grant.

2. For one of the conditions of grant, the grantee
concerned agreed with the Company that (i) 20%
of the options granted can be exercised during
the period from 22 August 2005 to 25 July 2009;
(ii) the next 40% of the options granted can be
exercised during the period from 25 January 2007
to 25 July 2009; and (iii) the remaining 40% of
the options granted can be exercised during the
period from 25 July 2007 to 25 July 2009.

Other than as disclosed above and certain nominee
shares in subsidiaries held by directors in trust for the
Company or its subsidiaries, none of the Company’s
directors, chief executive and their respective associates,
had any other interests or short positions in the shares,
underlying shares and debentures of the Company or
its associated corporations (within the meaning of Part
XV of the SFO) which required notification 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 any such director or chief executive
is taken or deemed to have taken under such provisions
of the SFO); or which were required pursuant to section
352 of the SFO to be entered into the register maintained
by the Company; or which were required, pursuant to
the Model Code contained in the Listing Rules, to be
notified to the Company or the Stock Exchange.
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Substantial Shareholders’ and other
Persons’ Interests and Short Positions in
Shares and Underlying Shares of the
Company

As at 28 February 2005, the interests and short positions
of any substantial shareholders or other persons (not
being directors or chief executive of the Company) in
the shares and/or underlying shares of the Company
which have been disclosed to the Company pursuant to
the provisions of Divisions 2 and 3 of Part XV of the SFO
and have been recorded in the register required to be
kept by the Company pursuant to section 336 of Part
XV of the SFO were as follows:

FERRREMALTRAQT RHG
REEROPERNERERR

1#2006% 2/ 288 AEAE TR At A+ (3
AAANESRBBTHAR) EARDROR/ R
MBI (3 B RIS GBS R MR HXVEDE
235 WOREOAD URLEE REEAD TR
BRI XV EI BT OB RN RS
AR 0T

Ordinary shares of HK$0.25 each

BRER.BTHEER

% of total % of total % of total

Direct issued Short issued Other issued

Name Capacity interest share capital position share capital interest share capital

HERTRA HERTRA HERTRE

B4 % EEfR S¥EMM %8  B¥EIM Hipgs #gFok

Partner Logistics Partner Logistics Beneficial 152,960,914 73.87% - - - -
Limited (note 1) Limited (fft1) owner
ERERA

Blink Technology Blink Technology Deemed - - - - 152,960,914 73.87%
Limited (note 1) Limited (fft1) interest
RiEER

Yau On Yee, Annie  B%f& Deemed = = = - 152,960,914 73.87%
(note 1) (fraE1) interest
RiEER

Prime Investments Prime Investments Deemed - - - - 152,960,914 73.87%
S.A. (note 2) S.A. (fr2) interest
RS

Rosy Blue Rosy Blue Deemed - - - - 152,960,914 73.87%
Investments Investments interest
S.AR.L. (note 2) S.aR.L (Ff2) RIS

Harshad Ramniklal ~ Harshad Ramniklal Deemed - - - - 152,960,914 73.87%
Mehta (note 2) Mehta (Kfz22) interest
RiEER
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Substantial Shareholders’ and other
Persons’ Interests and Short Positions in
Shares and Underlying Shares (continued)

Notes:

1. These ordinary shares were held by Partner Logistics
Limited, a company which is owned and controlled by
Blink Technology Limited. Blink Technology Limited is
wholly and beneficially owned by Mr. Tse Tat Fung,
Tommy. Ms. Yau On Yee, Annie is the spouse of Mr. Tse
Tat Fung, Tommy. By virtue of the SFO, Blink Technology
Limited, Mr. Tse Tat Fung, Tommy and Ms. Yau On Yee,
Annie are deemed to be interested in all the shares held
by Partner Logistics Limited.

2. These ordinary shares were held by Partner Logistics
Limited, a company which is owned and controlled by Blink
Technology Limited. Prime Investments S.A. is the
preference shareholder of Partner Logistics Limited. Prime
Investments S.A. is owned as to 99.83% by Rosy Blue
Investments S.a.R.L., which in turn is owned as to 75% by
Mr. Harshad Ramniklal Mehta. By virtue of the SFO, each
of Prime Investments S.A., Rosy Blue Investments S.a.R.L.
and Mr. Harshad Ramniklal Mehta, is deemed to be
interested in all the shares held by Partner Logistics Limited.

Other than as disclosed above, the Company had not
been notified of any persons who had interests or short
positions in the shares and/or underlying shares of the
Company, which were required to be recorded in the
register required to be kept by the Company pursuant
to section 336 of Part XV of the SFO.

Share Option Scheme

The Company’s share option scheme was adopted by
shareholders of the Company on 26 November 2003
(“2003 Share Option Scheme"”). The purpose of the 2003
Share Option Scheme is to provide incentives or rewards
to participants thereunder for their contribution to the
Group and/or to enable the Group to recruit and retain
high-calibre employees and attract human resources that
are valuable to the Group and any entity in which the
Group holds any equity interest (“Invested Entity"”).
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Share Option Scheme (Continued)

Under the 2003 Share Option Scheme, the directors of
the Company are authorised, at their discretion, at any
time following the date of the adoption of the 2003
Share Option Scheme but before the tenth anniversary
of that date, to offer options to any person belonging
to any of the following classes of participants to
subscribe for shares of the Company:

— any employee (whether full time or part time
employee, including any executive directors but not
any non-executive director) of the Company, any
of its subsidiaries or any Invested Entity;

— any non-executive director (including independent
non-executive directors) of the Company, any of its
subsidiaries or any Invested Entity;

— any supplier of goods or services to any member of
the Group or any Invested Entity;

— any customer of the Group or any Invested Entity;

— any person or entity that provides research,
development or technological support or other
services to the Group or any Invested Entity; and

— any shareholder or any member of the Group or
any Invested Entity or any holder of any securities
issued by any member of the Group or any Invested
Entity.

The exercise price of options is the highest of the nominal
value of the shares, the closing price of the shares on
the Stock Exchange on the date of offer of the grant
and the average closing price of the shares on the Stock
Exchange for the five business days immediately
preceding the date of offer of the grant. An offer of an
option shall be deemed to have been accepted within
28 days from the date of offer upon acceptance of the
option duly signed by the grantee together with a
remittance of HK$1. The maximum number of securities
available for issue under the 2003 Share Option Scheme
shall not exceed 10% of the issued share capital of the
Company. The maximum entitlement of each grantee
in any 12-month period is limited to 1% of the ordinary
shares in issue of the Company. The option period will
not be more than ten years from the date of grant of
the option and the Company’s board of directors may
at its discretion determine the minimum period for which
the option has to be held or other restriction before the
exercise of the subscription right attaching thereon.
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Share Option Scheme (Continued)

As at 28 February 2006, the number of shares issuable
under options granted pursuant to the 2003 Share
Option Scheme was 8,775,000 which represented
approximately 4.24% of the then issued share capital of
the Company. The movements in the number of share
options under the 2003 Share Option Scheme during the

year ended 28 February 2006 were as follows:

Date of Exercise Exercisable

Date of grant  acceptance price period
RUAH BHEH TR s
25 July 2005 26 July 2005 to HK$1.76 22 August 2005
200557825 H 19 August 2005 (note 2) to
(note 1) B 767 25 July 2009

2005572682 (riz2) (note 4)

2005%8A 19A 200548822

(a1 ) £20097A25H

(Fifzt4)

28 July 2005 8 August 2005 HK$1.73 22 August 2005
200567828 A 200548 A8H (note 3) to
173 25 July 2009

(Hfi3) (note 4)

200568R22R

200957 A25R

(Fifzt4)
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Balance in
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Share Option Scheme (Continued)

Notes:

1. Due to the large number of employees participating in
the 2003 Share Option Scheme, the relevant information
can only be shown within a reasonable range in this
Annual Report. For options granted to employees, the
options were granted during the underlying periods for
acceptance of such options by the employees concerned.

2. The closing price of the Company’s shares traded on the
Hong Kong Stock Exchange on 25 July 2005 was HK$1.71,
being the date on which the relevant options were offered
for grant.

3. The closing price of the Company’s shares traded on the
Hong Kong Stock Exchange on 28 July 2005 was HK$1.68,
being the date on which the relevant options were offered
for grant.

4.  For one of the conditions of grant, the grantee concerned
agreed with the Company that (i) 20% of the options
granted can be exercised during the period from 22
August 2005 to 25 July 2009; (ii) the next 40% of the
options granted can be exercised during the period from
25 January 2007 to 25 July 2009; and (iii) the remaining
40% of the options granted can be exercised during the
period from 25 July 2007 to 25 July 2009.

No share options have exercised during the year ended
28 February 2006.

The fair value of options granted estimated in
accordance with the Binomial valuation model is

disclosed in note 26 to the financial statements.

Directors’ Interest in Contracts

The Group owes certain loans to Partner Logistics
Limited, a company controlled by Mr. Tse Tat Fung,
Tommy, a director of the Company. The loans due to
Partner Logistics Limited are secured and interest bearing
at Hong Kong Interbank Offering Rate plus 2%. During
the year, interest expenses paid to Partner Logistics
Limited amounted to HK$3,880,000 (2005:
HK$4,189,000).
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Directors’ Interest in Contracts (Continued)
Apart from the foregoing, no contracts of significance
to which the Company, its holding company or
subsidiaries 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.

Connected Transactions
Details of the connected transactions are set out in note
29 to the financial statements.

The Company’s independent non-executive directors
have reviewed the continuing connected transactions
as set out in the circular dated 6 November 2003
(“Continuing Connected Transactions”) during the year
as set out in note 29 to the financial statements. The
independent non-executive directors were satisfied that
each of the Continuing Connected Transaction has been:

(a) entered into in the ordinary and usual course of

business of the Group;

(b) conducted either on normal commercial terms or,
if there is no available comparison, on terms that
are fair and reasonable so far as the shareholders
of the Company are concerned;

(c) in accordance with the Licensing and Consignment
Terms (as defined in the circular of the Company
dated 6 November 2003), master supply agreement,
comprehensive services agreement, and other terms
governing the Continuing Connected Transactions
on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a
whole; and

(d) within the respective limits as set out in the circular
dated 6 November 2003.
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Purchase, Sale or Redemption of the
Company’s Listed Securities

During the year, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the

listed securities of the Company.

Convertible Securities, Options or
Similar Rights

Other than the share options under the 2003 Share
Option Scheme as disclosed above, the Company had
no other outstanding convertible securities, options or

similar rights as at 28 February 2006.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the

Company'’s Bye-laws or the laws in Bermuda.

Bank Loans and Other Borrowings
Particulars of bank loans and other borrowings of the
Group as at 28 February 2006 are set out in notes 18 to
20 on the financial statements.

Five-year Summary
A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on

pages 169 to 170 of the annual report.

Properties
Particulars of the major properties of the Group are

shown on pages 171 and 172 of the annual report.

Retirement Schemes

The Group operates a Mandatory Provident Fund Scheme
(the “MPF Scheme"”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined
contribution retirement scheme administered by
independent trustees. Under the MPF Scheme, the
employer and its employees are each required to make
contributions to the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant
income of HK$20,000.
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Retirement Schemes (Continued)

The Group also operates defined contribution retirement
benefits schemes for all qualifying employees in the
People’s Republic of China (“PRC”) and Malaysia. The
assets of the schemes are held separately from those of
the Group in funds under the control of independent
trustees.

The Group’s total contributions to these schemes
charged to the consolidated income statement during
the year ended 28 February 2006 amounted to
HK$4,814,000 representing contributions payable by the
Group to the schemes at 5%, 7% and 12% of the gross

salaries in Hong Kong, PRC and Malaysia, respectively.

Public Float

Based on information that is publicly available to the
Company and within the knowledge of the directors,
the percentage of the shares in public hands exceed 25%
as at 20 January 2006, the latest practicable date to
ascertain such information prior to the issue of this

annual report.

Corporate Governance

The Company is committed to maintaining a high
standard of corporate governance. Information on the
corporate governance practice adopted by the Company
is set out in the Corporate Governance Report on pages
68 to 76.

Audit Committee

The Company’s audit committee comprises of three
independent non-executive directors, Mr. Chui Chi Yun,
Robert, Mr. Gerald Clive Dobby and Mr. Lui Pui Kee,
Francis. Information on the Audit Committee is set out

in the Corporate Governance Report on pages 68 to 76.
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Auditors

On 6 April 2006, KPMG resigned as auditors of the
Company and Moore Stephens were appointed as the
auditors of the Company to fill the casual vacancy arising
from the resignation of KPMG.

Moore Stephens will retire at the forthcoming annual
general meeting and, being eligible, offer themselves
for reappointment. A resolution for the reappointment
of Moore Stephens as auditors of the Company is to be

proposed at the forthcoming annual general meeting.

By Order of the Board

Tse Tat Fung, Tommy

Chairman

Hong Kong, 22 June 2006
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