Directors’ Report

FER e

The board of directors (the “Board”) of the Company has pleasure in
submitting to the shareholders their report and the financial statements
of the Company and its subsidiaries (the “Group”) for the year ended 31
March 2006.

Principal Activities

The principal activity of the Company is investment holding and the
principal activities of its subsidiaries and jointly controlled entities are
the provision of property management and facility management services,
security services, cleaning services, laundry services, repair and
maintenance works and trading of related products.

Particulars of the subsidiaries and jointly controlled entities of the
Company are set out in note 36 and note 18 to the financial statements,
respectively.

Segment Information
Details of segment information are set out in note 6 to the financial
statements.

Results and Appropriations

The results of the Group for the year ended 31 March 2006 are set out in
the consolidated income statement on page 63 and the state of affairs of
the Group and the Company as at 31 March 2006 are set out in the balance
sheets on page 64.

An interim dividend of 2.5 HK cents per share for the six months ended 30
September 2005 was paid to the shareholders of the Company on
Wednesday, 11 January 2006.

The Board recommended the payment of a final dividend of 4.5 HK cents
per share (2005: 4.0 HK cents per share) for the year ended 31 March 2006
to shareholders whose names appear on the register of members of the
Company on Friday, 8 September 2006. Subject to shareholders’ approval
at the forthcoming annual general meeting of the Company, the final
dividend will be paid on Friday, 15 September 2006. Together with the
interim dividend paid, total dividend for the year will amount to 7.0 HK
cents per share (2005: 6.0 HK cents per share).

The register of members of the Company will be closed from Tuesday, 5
September 2006 to Friday, 8 September 2006 (both days inclusive) during
which period no transfer of shares will be registered. In order to qualify
for the proposed final dividend, all transfers of shares accompanied by
the relevant share certificates must be lodged with the Company’s Hong
Kong branch share registrars, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Hong Kong for registration not later than 4:00 p.m. on Monday,
4 September 2006.
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Reserves

Details of movements in the reserves of the Group and of the Company
during the year are set out in the consolidated statement of changes in
equity on page 65 and in note 27 to the financial statements, respectively.

Five Year Financial Summary

A summary of the operating results and of the assets and liabilities of the
Group for the last five financial years is set out on page 111. This summary
does not form part of the financial statements.

Property, plant and equipment

Details of movements in the property, plant and equipment of the
Company and of the Group are set out in note 15 to the financial
statements.

Share Capital

There was no movement in the share capital of the Company during the
year. Details of the share capital of the Company are set out in note 26 to
the financial statements.

Distributable Reserves

Distributable reserves of the Company as at 31 March 2006, calculated
under the Companies Act 1981 of Bermuda (as amended), amounted to
HK$99,262,000 (2005: HK$94,968,000).

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s bye-
laws (the “Bye-laws”) although there is no restriction against such rights
under the laws of Bermuda.

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

Independent Non-executive Chairman
Woo Chia Wei

Executive Directors
FungYi Hao, Yvette (Deputy Chairman)
Fan Cheuk Hung (Managing Director)

Non-executive Directors
Lai Ming, Joseph (retired on 28 July 2005)

Kwong Ki Chi
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Directors (Continued)

Independent Non-executive Directors
Shih Wing Ching

Tsang Cheung

Tsui Yiu Wa, Alec

Nicholas David Swain

(retired on 28 July 2005)

(appointed on 1 June 2005)

Alternate Director
Barry John Buttifant (alternate to FungYi Hao, Yvette)

The biographical details of the directors are set out on pages 26 to 29 of
this annual report.

In accordance with Bye-laws 87(1) and (2), Professor Woo Chia Wei, Mrs.
FungYi Hao, Yvette and Mr. Fan Cheuk Hung, who have been longest in
office since their appointment, shall retire by rotation at the forthcoming
annual general meeting of the Company. All the retiring directors, being
eligible, have offered themselves for re-election. Subject to re-election of
Mrs. FungYi Hao, Yvette by the shareholders at the forthcoming annual
general meeting, Mr. Barry John Buttifant shall continue to act as her
alternate director. Other remaining directors of the Company shall
continue in office.

The Company has received from each of Professor Woo Chia Wei, Mr. Tsang
Cheung, Mr. Tsui Yiu Wa, Alec and Mr. Nicholas David Swain an annual
confirmation of independence pursuant to rule 3.13 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and the Company considers that all these
independent non-executive directors continue to be independent.

The non-executive director and independent non-executive directors of
the Company were not appointed for a specific term of office but are
subject to retirement by rotation and re-election at the annual general
meetings of the Company in accordance with the Bye-laws.

Directors’ Service Contracts

Each of Mrs. Fung Yi Hao, Yvette and Mr. Fan Cheuk Hung has entered
into a service agreement dated 16 September 2003 with the Company for
an initial fixed period of two years and has continued thereafter until
terminated by either party giving to the other party not less than three
months’ notice in writing.

Save as disclosed above, none of the directors offering themselves for re-
election at the forthcoming annual general meeting of the Company has
a service contract with the Company or any of its subsidiaries which is
not determinable within one year without payment of compensation
(other than statutory compensation).
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Directors’ Interests in Contracts

No contracts of significance in relation to the Group’s business to which
the Company, or any of its subsidiaries, fellow subsidiaries or holding
companies 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.

Directors’ emoluments
Details of directors’ emoluments are set out in note 10 to the financial
statements.

Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures of

the Company and its Associated Corporations

As at 31 March 2006, the interests and short positions of the directors and
chief executive of the Company and their associates 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”)) as recorded in the register required to be kept by the
Company under section 352 of the SFO, or otherwise required to be
notified to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) of the Listing
Rules, were as follows:

Long positions in ordinary shares of HK$0.10 each of the Company
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(note (iii))

(ki)

Fan Cheuk Hung Beneficial owner 11,616,000 - - - 11,616,000 3.50%
Bl TR 2PN

Long positions in ordinary shares of HK$0.10 each of Hsin Chong
International Holdings Limited — an associated corporation (see notes
(i) and (ii))

#AMB M Hsin Chong International Holdings
Limited B ifi fi #& ¥ 0. 1050 ¥ B 2 47 47 (SL Yt (i)
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Number of ordinary shares of HK$0.10 each held
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(W7t Giv)

FungYi Hao, Yvette Beneficial owner 3,470,634 - - - 3,470,634 2.13%
(note (i)
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Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures of

the Company and its Associated Corporations (Continued)
Notes:

®

(i)

(iii)

(iv)

Hsin Chong International Holdings Limited (“HCI Holdings”) is the ultimate
holding company of Hsin Chong Holdings (H.K.) Limited (“HCHK”) which
held an interest in 220,448,000 shares of the Company as at 31 March 2006.
By virtue of the SFO, HCI Holdings was deemed to be interested in the same
lot of 220,448,000 shares of the Company, representing 66.40% of the issued
share capital of the Company, as at 31 March 2006.

On 6 June 2006, Mrs. FungYi Hao, Yvette (an executive director and the deputy
chairman of the Company and the daughter of Dr. Yeh Meou Tsen, Geoffrey,
a controlling shareholder of the Company) had notified the Company to
rectify and re-state her interest in the Company such that by virtue of the
SFO, she has never had any notifiable interest in the Company’s shares since
the listing of the Company on the Stock Exchange and she is all along only
holding a 2.13% beneficial interest in HCI Holdings, the ultimate holding
company and hence an associated corporation of the Company pursuant to
the SFO. In accordance with section 344 of the SFO, by virtue of the 2.13%
shareholding interest held by Mrs. FungYi Hao, Yvette in HCI Holdings, HCI
Holdings is not taken as her controlled corporation. Accordingly, the interest
of Mrs. Fung Yi Hao, Yvette in the Company and its associated corporations
as recorded in the register required to be kept under section 352 of the SFO
has been rectified and shown above.

As at 31 March 2006, HCI Holdings continued to remain as a controlling
shareholder of the Company holding a deemed interest in 66.40% of the
Company’s issued shares. Please refer to the paragraph titled “Substantial
Shareholders’ Interests and Short Positions in the Shares and Underlying
Shares of the Company” for the shareholding structure and other details of
HCI Holdings.

The percentage of interest in issued share capital was calculated on the basis
of 332,000,000 shares of the Company in issue as at 31 March 2006.

The percentage of interest in issued share capital was calculated on the basis
of 163,183,510 shares of HCI Holdings in issue as at 31 March 2006.

Save as disclosed above, as at 31 March 2006, none of the directors and
chief executive of the Company or their associates had any interests or
short positions in the shares, underlying shares and debentures of the

Company or any of its associated corporations (within the meaning of
the SFO) as recorded in the register required to be kept by the Company
under section 352 of the SFO or otherwise required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.
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Share Option Scheme

The Company has adopted a share option scheme (the “Scheme”) on 19
September 2003 pursuant to the shareholders’ resolutions of the Company
passed on 19 September 2003. Details of the Scheme as required to be
disclosed under Chapter 17 of the Listing Rules are set out below:

(1) Summary of the Scheme
(a) Purpose of the Scheme
The Scheme is set up for the purpose of recognising and
motivating the contribution of the Eligible Persons (as defined
below) to the Company and/or any of its subsidiaries and/or
any Invested Entity (as defined below).

(b) Participants of the Scheme
Eligible persons entitled to participate in the Scheme (the
“Eligible Persons”) shall include:

(i) any employee (whether full time or part time) of the
Company, any of its subsidiaries, or any entity in which
the Company or any of its subsidiaries holds an equity
interest (the “Invested Entity”), including any executive
director of the Company, any of its subsidiaries or any
Invested Entity but excluding any employee employed or
to be employed by the Company, any of its subsidiaries
or any Invested Entity in The People’s Republic of China
(which, for the purposes of the Scheme, shall exclude
Hong Kong, Macau and Taiwan);

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

(iii) any shareholder of the Company, any of its subsidiaries
or any Invested Entity or any holder of any securities
issued by the Company, any of its subsidiaries or any
Invested Entity who has, in the opinion of the Board, made
contribution to the business growth of the Company, any
of its subsidiaries or any Invested Entity;

(iv) any person or entity that provides research, development
or other technological support to the Company, any of
its subsidiaries or any Invested Entity;

(v) any supplier of goods and/or services to the Company,
any of its subsidiaries or any Invested Entity;

(vi) any business collaborator, business consultant, joint
venture or business partner, or technical, financial, legal
and other professional advisers engaged by the Company,
any of its subsidiaries or any Invested Entity;
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Share Option Scheme (Continued)
Summary of the Scheme (Continued)

1)

(©

@)

(e)

(vii) any associate (as defined under the Listing Rules) of the
directors or the substantial shareholders of the Company,
any of its subsidiaries or any Invested Entity who has, in
the opinion of the Board, made contribution to the
business growth of the Company, any of its subsidiaries
or any Invested Entity; or

(viii) the trustee of any trust pre-approved by the Board, the
beneficiary (or in case of discretionary trust, the
discretionary objects) of which includes any of the above-
mentioned persons,

and, for the purposes of the Scheme, the options may be
granted to any company wholly owned by one or more of the
above Eligible Persons.

Maximum number of shares available for issue under the
Scheme

A total of 33,200,000 shares of the Company (the “Shares”) is
available for issue for options granted under the Scheme which
represents 10% of the issued share capital of the Company as
at the date of this annual report.

Maximum entitlement of each Eligible Person under the Scheme
No option may be granted to any one Eligible Person in any
12-month period which, if exercised in full, would result in the
total number of Shares already issued to such Eligible Person
under all the options previously granted to him/her which have
been exercised and, issuable to him/her under all the options
previously granted to him/her which are for the time being
subsisting and unexercised, exceeding 1% of the share capital
of the Company in issue on the last date of such 12-month
period.

Where any grant of options to a substantial shareholder or an
independent non-executive director of the Company, or any
of their respective associates (as defined in the Listing Rules),
would result in the Shares issued and to be issued upon exercise
of all options already granted and to be granted to such person
in a 12-month period up to and including the date of the grant:

(i) representing in aggregate over 0.1% of the Shares in issue;
and

(i) having an aggregate value, based on the closing price of
the Shares as stated in the Stock Exchange’s daily
quotations sheets on the date of grant in excess of HK$5.0
million,

such grant of option shall be subject to prior approval of the
shareholders of the Company who are not connected persons
of the Company as defined in the Listing Rules.

Period for and payment on acceptance of an option

An offer for the grant of an option must be accepted by an
Eligible Person (and by no other person except the Eligible
Person) in respect of all the Shares for which the offer is made.
Acceptance shall be made by such Eligible Person by signing
the duplicate of the offer letter and the payment of HK$1.00 as
consideration for such grant to the Company within the time
period specified in the offer letter.
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Share Option Scheme (Continued)
(1) Summary of the Scheme (Continued)
()  The basis of determining the subscription price

The subscription price for Shares under the Scheme shall be a
price determined by the Board and notified to each grantee
and shall not be less than the highest of (i) the nominal value
of a Share; (ii) the average of the closing prices of the Shares as
stated in the Stock Exchange’s daily quotation sheets for the
five business days immediately preceding the date on which
an offer for grant of an option (the “Offer Date”) is made to an
Eligible Person; and (iii) the closing price of the Shares as stated
in the Stock Exchange’s daily quotation sheet on the Offer Date
which must be a business day, provided that the subscription
price shall be rounded upwards to the nearest whole cent.

() Remaining life
The Scheme shall be valid and effective for a period of 10 years
commencing on 19 September 2003, the date of the adoption
of the Scheme, unless otherwise terminated in accordance with
the terms of the Scheme.

(2) Details of options granted
No option was granted under the Scheme since its adoption.

Directors’ Right to Acquire Shares or Debentures

The Company has a share option scheme adopted on 19 September 2003
pursuant to which options may be granted, inter alia, to directors of the
Company. Details of the share option scheme are set out in the paragraph
titled “Share Option Scheme” above.

There were no options granted to any directors of the Company since the
adoption of the said share option scheme.

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.

Director’s Interest in Competing Business

Mr. Kwong Ki Chi is the non-executive director of both Hsin Chong
Construction Group Ltd. and the Company, both of which have
subsidiaries engaged in the facility management business. Mr. Kwong was
therefore regarded as a director having interest in business which
competed or was likely to compete, either directly or indirectly, with the
business of the Group pursuant to Rule 8.10(2) of the Listing Rules during
the year.

Save as disclosed above, none of the directors of the Company were
interested in any business apart from the Group’s business which
competed or was likely to compete, either directly or indirectly, with the
business of the Group during the year.
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Convertible Securities, Options, Warrants or Similar Rights
Other than the share option scheme described in the paragraph titled
“Share Option Scheme” above, the Company had no outstanding
convertible securities, options, warrants or similar rights as at 31 March
2006. There was no issue or exercise of any convertible securities, options,
warrants or similar rights during the year.

Management Contracts

No contract concerning the management and administration of the whole
or any substantial part of the business of the Company was entered into
or existed during the year.

Substantial Shareholders’ Interests and Short Positions in
the Shares and Underlying Shares of the Company

As at 31 March 20086, the interests or short positions of the following
persons (other than persons who were directors and chief executive of
the Company) in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant to
section 336 of the SFO, were as follows:

Long positions in ordinary shares of HK$0.10 each of the Company
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336H AL AH TR 2 B AT DR AL (R
A AT BIRSN) TRA LS Ry KHR B 4 o
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TR 2y ) DB i 8 W 0. 108 3 T B 2 3 AT

Percentage of
interest in
Number of issued share capital
Name of shareholder Capacity ordinary shares held OB IRARZ
'3 e by FAEEREH Wi 4
(note (iii))
(K7t Gii)
Hsin Chong Holdings (H.K.) Limited Beneficial owner 220,448,000 66.40%
(note (i) TR EA A
HEEE (FE) ARAF
(F7EG))
Hsin Chong Holdings (BVI) Limited Interest of a controlled 220,448,000 66.40%
(note (i) corporation
(F7E@) Z L M AR
Hsin Chong International Holdings Limited Interests of controlled 220,448,000 66.40%
(note (i) corporations
(F7E@) TR M AR
Yeh Meou Tsen, Geoffrey Beneficial owner 220,648,000 66.46%

(note (ii) and interests of
controlled corporations
E 8L H A N\ Rz vk s
(M7
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Substantial Shareholders’ Interests and Short Positions in
the Shares and Underlying Shares of the Company

(Continued)
Notes:

@i As at 31 March 2006, Hsin Chong Holdings (H.K.) Limited (“HCHK”) was
beneficially wholly owned by Hsin Chong Holdings (BVI) Limited (“HCBVI”),
which itself was beneficially wholly owned by Hsin Chong International
Holdings Limited (“HCI Holdings”). As at 31 March 2006, the entire issued
share capital of HCI Holdings was beneficially owned as to approximately
47.78% by Dr. Yeh Meou Tsen, Geoffrey, as to approximately 27.08% by Mr.
Yeh Mou Chong, David (deceased) (the elder brother of Dr. Yeh Meou Tsen,
Geoffrey), as to approximately 18.14% by GHY Company Limited (a trustee
of The GHY HK Trust, the ultimate beneficiaries of which were Mr. Yeh V Nee
(the son of Dr. Yeh Meou Tsen, Geoffrey), the issue of Mr. Yeh V Nee and The
Hsin Chong - K. N. Godfrey Yeh Education Fund), as to approximately 4.86%
by Mr. Yeh V Nee, as to approximately 2.13% by Mrs. Fung Yi Hao, Yvette (the
daughter of Dr. Yeh Meou Tsen, Geoffrey and an executive director and the
deputy chairman of the Company) and as to approximately 0.01% by Mrs.
Yeh Wang Zung Sing, Helen (the spouse of Dr. Yeh Meou Tsen, Geoffrey). By
virtue of the SFO, HCHK was a controlled corporation of HCBVI whereas
HCBVI was itself a controlled corporation of HCI Holdings as at 31 March
2006. HCBVI was therefore deemed to be interested in the 220,448,000 shares
held by HCHK and HCI Holdings was also deemed to be interested in the
same lot of shares as mentioned above.

(i) The interests of Dr. Yeh Meou Tsen, Geoffrey comprised 200,000 shares
beneficially owned by him and 220,448,000 shares in which he was deemed
to be interested by virtue of the SFO through HCI Holdings, a corporation as
to approximately 47.78% owned by him.

(iii) The percentage of interest in issued share capital was calculated on the basis
of 332,000,000 shares of the Company in issue as at 31 March 2006.
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Interests and Short Positions of Other Persons in the Shares
and Underlying Shares of the Company required to be
disclosed under the SFO

As at 31 March 2006, the following persons (not being the directors or
chief executive of the Company or substantial shareholders as disclosed
in the previous paragraph titled “Substantial Shareholders’ Interests and
Short Positions in the Shares and Underlying Shares of the Company”)
had the following 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 ordinary shares of HK$0.10 each of the Company

HCA N AR A w] IBEA SO B s 03 B A
i AR R s I B ) B Ak 1) 2 R R T R 2
e IR
REBRANFEZA A H FAALQ AR RS
ST B B3 TR A R SR B
AT 2 M R | B L R AL
IG5 KR B 0 o BT B BB AR A 25 B
147 336 10 T 17 2 B A M 2 i e A

JRZA 2y ) DB v 8 W 0. 108 3 T B Z 3 AT

Number of Percentage of interest in
Name of shareholder Capacity ordinary shares held issued share capital
lits B -2l FHEBBRYA MO RA Z Bl T 4 I
(see note (ii))
(SAMFEG))
DJE Investment S.A. Investment manager 17,304,000 5.21%
(see note (i)
wg s
(SR BFE)
Dr. Jens Ehrhardt Kapital AG Investment manager 17,304,000 5.21%
(see note (i)
v isil
(S2 Bt (i)
Dr. Jens Alfred Karl Ehrhardt Investment manager 17,304,000 5.21%
(see note (i)
wg s
(SEMFEG))
Note: JtiE:
@ DJE Investment S.A. was 81% controlled by Dr. Jens Ehrhardt Kapital AG. 0] DJE Investment S.A. 2 81%#3 J9HDr. Jens
Dr. Jens Ehrhardt Kapital AG was itself 83.5% controlled by Dr. Jens Alfred Ehrhardt Kapital AG #1il - Dr. Jens Ehrhardt Kapital
Karl Ehrhardt. DJE Investment S.A, Dr. Jens Ehrhardt Kapital AG and Dr. AG 2.83.5%ME %5 J5 H Dr. Jens Alfred Karl Ehrhardt
Jens Alfred Karl Ehrhardt were all interested or deemed to be interested in $#l-DJE Investment S.A. ~ Dr. Jens Ehrhardt
the same lot of 17,304,000 shares in the Company as shown above. Kapital AGJDr. Jens Alfred Karl Ehrhardtf£ b3k
[l —#£17,304,000 A% 2 7 BEA3 - A sl BT A
HEfi o
(ii) The percentage of interest in issued share capital was calculated on the (i) 5 E B TAAS 2 W 4 0 L T3 AR A R s RN

basis of 332,000,000 shares of the Company in issue as at 31 March 2006.

Save as disclosed above and the previous paragraphs titled “Substantial
Shareholders’ Interests and Short Positions in the Shares and Underlying
Shares of the Company”, as at 31 March 2006, no other interests or short
positions in the shares or underlying shares of the Company were recorded
in the register required to be kept by the Company pursuant to section
336 of the SFO.

ZA=Z+—H2Z BT K0r332,000,000/% £ w15 5
Eo

B SO 2 ST B [ TR AR 2 R e At
B P A AT MG SR ] TR A I BN
FE=A = BB A A 2w R B B AR
Z HaE SR A RLER A RS S T I B e 1SR 336 A &
AHTAF BB A
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Continuing Connected Transactions

During the year ended 31 March 2006, the Company and/or its subsidiaries
had entered into (or continued to be party to) certain continuing
connected transactions, part of which were subject to conditional waivers
(the “Waivers”) from strict compliance with the disclosures and/or
shareholders’ requirements for the period up to 31 March 2006 as granted
by the Stock Exchange in its letter dated 3 October 2003 prior to Chapter
14A of the Listing Rules coming into effect. The remaining part of the
continuing connected transactions entered into in the year were subject
to the annual review and reporting requirements under Chapter 14A of
the Listing Rules.

(A) Below are those continuing connected transactions conducted in
the year which were subject to the Waivers granted by the Stock
Exchange:

(1) During the year, Summit Insurance (Asia) Limited (“Summit”),
a general insurer registered with the Insurance Authority,
provided various insurance policies (the “Insurance Policies”)
to the Group to cover its risks in respect of the properties and
facilities managed by it and in compliance with the legal
requirements against loss on fire, burglary, public liability,
contractors all risks, property all risks, fidelity guarantee,
money, vehicle and employee compensation. Summit is a
direct 88% owned subsidiary of HCHK, a controlling
shareholder of the Company, and hence both HCHK and
Summit constituted connected persons for the Company under
the Listing Rules and the transactions contemplated under the
Insurance Policies constituted connected transactions of the
Company. The premiums paid by the Group to Summit under
the Insurance Policies for the year amounted to HK$189,061.

(2) During the year, Master Clean Service Limited (“Master Clean”),
an indirect wholly owned subsidiary of the Company, provided
cleaning services to HCHK and its associates (as defined in the
Listing Rules). As mentioned above, HCHK constituted a
connected person for the Company and the cleaning services
provided by Master Clean to HCHK and its associates
constituted connected transactions of the Company under the
Listing Rules. Cleaning service fees received by Master Clean
from HCHK and its associates for the year amounted to
HK$1,020,032.
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Continuing Connected Transactions (Continued)

(3) Inthe past, guarantees were provided by HCHK (the “Guarantee
Arrangements”) to the customers of Synergis Management
Services Limited (“SMS”), an indirect wholly owned subsidiary
of the Company, in respect of SMS’s performance under various
property management contracts. SMS paid commissions and
gave “back-to-back” counter-indemnities to HCHK in respect
of the Guarantee Arrangements. In the event that HCHK had
to make good on guarantees made pursuant to the Guarantee
Arrangements as a result of SMS’s non-performance, the
aggregate amount paid by HCHK was theoretically recoverable
from SMS pursuant to the “back-to-back” counter-indemnities
given by SMS. During the year, no Guarantee Arrangements
existed and hence no commission was paid and no theoretical
liabilities were owed by SMS to HCHK in relation thereto.

(4) During the year, Summit provided guarantees as surety (the
“Surety Arrangements”) to the customers of SMS in respect of
SMS’s performance under various property management
contracts. SMS paid premiums and gave “back-to-back”
counter-indemnities to Summit or the Company gave
guarantees to Summit in respect of the Surety Arrangements.
In the event that Summit has to make good on guarantees made
pursuant to the Surety Arrangements as a result of SMS’s non-
performance, the aggregate amount paid by Summit is
theoretically recoverable from SMS pursuant to the “back-to-
back” counter-indemnities or from the Company pursuant to
the guarantees given under the Surety Arrangements. For the
year ended 31 March 2006, the total maximum theoretical
liabilities owed by SMS and the Company to Summit and the
aggregate premiums paid by SMS to Summit under the Surety
Arrangements amounted to HK$109,019,390 and HK$120,499
respectively.

The directors (including the independent non-executive directors)
of the Company, having reviewed the letter issued by the Company’s
auditors in relation to compliance with the conditions prescribed
by the Stock Exchange in the Waivers for the continuing connected
transactions under (1) and (4) above, have reviewed and approved
those continuing connected transactions, and confirmed that:

(i) the continuing connected transactions under (1) to (4) above
were entered into by the Group in the ordinary and usual course
of business of the Group, on normal commercial terms, and in
accordance with the relevant agreements or arrangements
governing them on terms that were fair and reasonable so far
as the shareholders of the Company were concerned and in
the interests of the shareholders as a whole;
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Continuing Connected Transactions (Continued)

(i) the respective annual aggregate amounts of the continuing
connected transactions under (1) to (4) above for the year did
not exceed the following annual caps as prescribed in the
Waivers:

(a) neither the aggregate premiums paid under (1) nor the
aggregate cleaning service fees received under (2) above
did exceed the higher of either HK$10,000,000 or 3% of
the book value of the net tangible assets of the Company
as shown in the audited consolidated financial statements
for the year;

(b) the total maximum theoretical liabilities owed and
commissions paid under the Guarantee Arrangements in
(3) above did not exceed HK$14,700,000 and HK$25,000
respectively;

(c) the total maximum theoretical liabilities and premiums
paid in respect of the Surety Arrangements in (4) above
did not exceed HK$150,000,000 and HK$1,000,000
respectively.

(B) Below are details of those continuing connected transactions
conducted in the year which were subject to the annual review and
reporting requirements under Chapter 14A of the Listing Rules:

(@) Since February 2004, the Group has been providing to Shui On
Holdings Limited (“Shui On”) and its subsidiaries and
associates (as defined in the Listing Rules) (collectively, the
“Shui On Group”) property and facility management and
related services (the “PFM Transactions”) in connection with
projects developed by the Shui On Group through Synergis Shui
On Management Services (Shanghai) Limited (“Synergis Shui
On Shanghai”), a company incorporated in Hong Kong and
owned as to 50% indirectly by the Company and 50% indirectly
by Shui On. Although Synergis Shui On Shanghai was
accounted for as a jointly controlled entity in the financial
statements, it is deemed as an indirect non-wholly owned
subsidiary of the Company for the purpose of the Listing Rules
as the board of directors of Synergis Shui On Shanghai is
controlled indirectly by the Company. Billion World Limited
(“Billion World”), a non-wholly owned subsidiary of Shui On,
is a substantial shareholder of Synergis Shui On Shanghai (a
non-wholly owned subsidiary of the Company). Shui On is an
associate (as defined in the Listing Rules) of Billion World.
Therefore, both Shui On and Billion World constitute connected
persons of the Company and the PFM Transactions conducted
in the year between the Group and the Shui On Group
constituted continuing connected transactions of the Company
under Chapter 14A of the Listing Rules. A framework business
services agreement was entered into on 5 November 2004
between the Company and Shui On for a fixed term of not more
than 3 years. The expected annual values (the “Annual Caps”)
of the PFM Transactions for the three years commencing from
1 April 2004 are HK$4,000,000, HK$5,000,000 and HK$9,000,000
for the respective years. During the year ended 31 March 2006,
the aggregate value of the PFM Transactions amounted to
HK$3,385,872.
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Continuing Connected Transactions (Continued)

(b)

A tenancy agreement dated 1 April 2005 (the “Tenancy
Agreement”) was entered into between Deventer Limited
(“Deventer”) as landlord and SMS as tenant pursuant to which
Deventer leased to SMS certain portions of 3rd Floor, 6th Floor
and 10th Floor of Hsin Chong Center, 107-109 Wai Yip Street,
Kwun Tong, Kowloon, Hong Kong, totalling 17,245 square feet
of gross floor area, and 11 car parking spaces (the “Premises”)
for use as SMS’s office and car parking spaces for a term of three
years commencing on 1 April 2005 and ending on 31 March
2008. HCI Holdings, one of the controlling shareholders of the
Company, together with the shareholders of HCI Holdings,
collectively hold more than one-third of the indirect interests
in Deventer. Therefore, Deventer constitutes a connected
person of the Company and the transactions contemplated
under the Tenancy Agreement (the “Tenancy Transactions”)
have constituted continuing connected transactions of the
Company under the Listing Rules. Pursuant to the Tenancy
Agreement, the monthly rental payable by SMS to Deventer
for the lease of the Premises was HK$128,302.80 (exclusive of
management fee, air-conditioning fee, licencing fees and other
outgoings). Licencing fees of HK$24,500 per month (inclusive
of management fees) were charged in relation to the use of the
11 car parking spaces in the Premises during the year. For the
year ended 31 March 2006, the aggregate amount payable by
SMS to Deventer under the Tenancy Transactions amounted
to HK$1,833,634.

The directors (including the independent non-executive directors)
of the Company, have reviewed and confirmed that both the PFM
Transactions and the Tenancy Transactions conducted in the year
were entered into:

®

(i)

(iii)

in the ordinary and usual course of the business of the Group;

either on normal commercial terms or on terms no less
favourable to the Group than terms available to or from
independent third parties; and

in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.
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Continuing Connected Transactions (Continued)
In addition, the auditors of the Company confirmed to the Board in
writing that the PFM Transactions and the Tenancy Transactions:

(i) were approved by the Board;

(i) were in accordance with the pricing policies of the Group if the
relevant transactions involved provision of goods or services
by the Group;

(i) were entered into in accordance with the relevant agreements
governing the PEM Transactions and the Tenancy Transactions;

(iv) inrespect of the PFM Transactions, the aggregate value for the
year did not exceed the Annual Cap of HK$5,000,000; and

(v) inrespect of the Tenancy Transactions, the aggregate amount
of the rentals, management fee, air-conditioning fee, licencing
fees and other outgoings payable by SMS to Deventer for the
year did not on an annual basis exceed 2.5% for each of the
relevant percentage ratios (other than the profits ratio) under
rule 14A.34 of the Listing Rules and did not exceed
HK$10,000,000.

Major Customers and Suppliers

The aggregate turnover attributable to the Group’s five largest customers
was approximately 53.9% (2005: 57.1%) of the Group’s total turnover and
the turnover attributable to the Group’s largest customer was
approximately 39.6% (2005: 36.6%) of the Group'’s total turnover for the
year.

The aggregate purchases attributable to the Group’s five largest suppliers
were less than 30% of the Group’s total purchases for the year.

None of the directors, any of their associates or 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 major
customers or suppliers noted above.

Bank Borrowings
Asat 31 March 2006, the Group had no outstanding bank borrowings (2005:
nil).

Donations
Donations by the Group for charitable and other purposes during the year
amounted to HK$26,000 (2005: HK$84,000).
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New Rule 13.15A of Chapter 13 of the Listing Rules

On 1 March 2006, the Stock Exchange has effected certain minor
amendments to the Listing Rules which included, inter alia, the
introduction of new rule 13.15A of Chapter 13 therein. According to new
rule 13.15A, any trade receivable (other than as a result of the provision of
financial assistance) arose in the ordinary and usual course of business of
the Company and the transaction from which the trade receivable arose
was on normal commercial terms shall not be regarded as a relevant
advance to an entity for the purpose of rules 13.13 and 13.14 of Chapter
13 of the Listing Rules.

Pursuant to the new rule 13.15A, trade receivable due from the Hong Kong
Housing Authority, the largest customer of the Group, has no longer been
regarded as an advance to an entity by the Company and hence the
Company is not required to comply with the continuing disclosure
requirement under rule 13.20 of Chapter 13 of the Listing Rules in respect
of such trade receivable.

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

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

Public Float

As at the date of this report, the Company has maintained the prescribed
public float under the Listing Rules, based on the information that is
publicly available to the Company and to the best of knowledge of its
directors.

Auditors

The retiring auditors, Messrs. PricewaterhouseCoopers, have expressed
their willingness to offer for re-appointment. A resolution will be proposed
at the forthcoming annual general meeting of the Company to re-appoint
Messrs. PricewaterhouseCoopers as the auditors of the Company for the
ensuing year and to authorise the directors to fix their remuneration.

On behalf of the Board
Professor Woo Chia Wei

Chairman

Hong Kong, 13 July 2006
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