Directors’ Report

B

The Directors present to shareholders this annual report and
audited financial statements for the financial year ended December
31, 2006.

Principal Activities
The Company acts as an investment holding company.

Its subsidiaries were principally engaged in the import, marketing
and distribution of air-conditioning and refrigeration products,
audio-visual equipment, car audio and electronic products, cars
and car accessories, motor yachts, other electronic and electrical
products and property investment. The activities and other
particulars of the principal subsidiaries are set out in Note 46 to the

financial statements.

Segmental Information

Details of segmental information are set out in Note 7 to the

financial statements.

Group Results

The consolidated income statement is set out on page 62 and
further analysis is given in the accompanying notes to the financial

statements.

Dividends

The Directors do not recommend the payment of a final dividend
(2005: nil) for the year ended December 31, 2006. No interim
dividend was paid during the year (2005: nil).

Group Financial 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 page 7.
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Share Capital and Share Options

Details of movements in the share capital of the Company during

the year are set out in Note 33 to the financial statements.

Information about the share options of the Company and details of
movements in the share options of the Company during the year
are set out in the “Share Option Information” section in this Annual

Report and in Note 44 to the financial statements.

Reserves

Details of movements in reserves of the Group and of the Company
during the year are set out in the consolidated statement of
changes in equity on pages 66 to 67 of this Annual Report and in
Note 34 to the financial statements respectively.

Property, Plant and Equipment

Details of movements in property, plant and equipment of the
Group and of the Company during the year are set out in Note 16

to the financial statements.

Donations

During the year, the Group made charitable and other donations of
HK$1,767,000 (2005: HKS208,000).

Borrowings

Details of the Group’s borrowings are set out in Note 31 to the
financial statements. No interest was capitalised by the Group

during the year.
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Major Customers and Suppliers

The Group’s five largest suppliers accounted for 37.6% of the
Group’s purchases during the year, 20.4% being attributable to the

largest supplier.

The percentage of turnover attributable to the Group’s five largest
customers is less than 30.0% during the year.

As far as the Directors are aware, no Director of the Company,
their associates or any shareholder (who to the knowledge of the
Directors owns more than 5% of the Company’s share capital) has

interest in the Group’s five largest suppliers.

Connected Transactions

Details of connected transactions of the Company during the
year are disclosed in “Directors’ Interests in Contracts” in this

Directors’ Report.

In 2006, in respect of the Group’s occupancy of various units at
Wo Kee Hong Building, the Group paid to Sumwell Property
Management Limited (“SPML”), as a building manager to operate
a building management fund for Wo Kee Hong Building, building
management and other fees of total HK$4,187,000 which SPML
received on behalf of the management fund.

During the year under review, the transactions in the ordinary
courses of business within the Group which involved the
companies in which Messrs. Wing Sum LEE, Richard Man Fai
LEE, Jeff Man Bun LEE and Ms. Kam Har YUE are directly
or indirectly interested are shown in Note 38 to the financial

statements.
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Directors

The Directors of the Company who held office during the year and
up to the date of this report are:

Executive

Wing Sum LEE  (Honorary Chairman)
Richard Man Fai LEE
(Executive Chairman and Chief Executive Officer)
Sammy Chi Chung SUEN
Jeff Man Bun LEE
Tik Tung WONG
Waison Chit Sing HUI

Non-executive

Kam Har YUE

Independent Non-executive

Boon Seng TAN
Raymond Cho Min LEE
Ying Kwan CHEUNG

In accordance with bye-law No. 99 of the Bye-laws of the Company,
Messrs. Wing Sum LEE and Raymond Cho Min LEE will retire
from office by rotation at the forthcoming Annual General
Meeting. Mr. Wing Sum LEE wishes to retire after the conclusion
of the forthcoming Annual General Meeting and has indicated his
intention not to offer himself for re-election. Mr. Raymond Cho Min

LEE, being eligible, shall offer himself for re-election.

Mr. Sammy Chi Chung SUEN has also indicated his intention to
resign as an executive Director effective on April 19, 2007 as he has

reached retirement age.

The Independent Non-executive Directors (“INEDs”) are subject
to retirement by rotation in accordance with the Company’s Bye-
laws. The Company has received from each INED a confirmation
of his independence pursuant to the new independence guidelines
set out in Rule 3.13 of the Listing Rules. The Company considers
the INEDs to be independent.
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Directors’ Service Contracts

None of the Directors who is proposed for re-election at the
forthcoming Annual General Meeting has an unexpired service
contract with the Company which is not determinable by the
Company within one year without payment of compensation, other

than statutory compensation.

Mr. Wing Sum LEE entered into a service agreement with the
Company for a term of 3 years commencing from July 1, 1991 and
the appointment continues thereafter unless and until terminated

by either party giving to the other 6 months’ notice in writing.

Mr. Richard Man Fai LEE entered into a service agreement with
the Company for a term of 3 years commencing from April 1,
2002 and the appointment continues thereafter unless and until
terminated by either party giving to the other 6 months’ notice in

writing or pay-in-lieu.

Mr. Jeff Man Bun LEE entered into a service agreement with
the Company for a term of 1 year commencing from January 21,
2002 and the appointment continues thereafter unless and until
terminated by either party giving to the other 3 months’ notice in

writing or pay-in-lieu.

Directors’ Interests in Securities

At December 31, 2006, the interests and short positions of each
Director and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) as recorded in the
register required to be kept under Section 352 of the SFO; or are
required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies to be notified to the Company

and the Stock Exchange are as follows:
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Directors’ Interests in Securities (continued) W2 B (4)

F+HA=+t—H  RAEL

(a) Beneficial interests and short position in the shares of the (@ WM EFEN
Company at December 31, 2006: A 2 B s s IR A

Number of ordinary shares of HKS$1.00 each (“Share”)
Ao AR (L 5 1.00 T AR A0 ([ et ) B H

Long or short Personal Family Corporate Total
Directors position interests interests interests interests
g R PN KI5 AR 45 T
Mr. Richard Man Fai LEE Long position 3,556,438 673,873 117,133,570 121,363,881
2R A e (Note 1) (Note 2)
(FEED) (Bi5E2)
Mr. Jeff Man Bun LEE Long position 471,900 - 118,579,289 119,051,189
ES3'e 5 e (Notes 2 & 3)
(B3E2 22 3)
Ms. Kam Har YUE Long position 5,209,716 - 117,133,570 122,343,286
REB L e (Note 2)
(FH3E2)
Mr. Sammy Chi Chung Long position 47,190 - - 47,190
SUEN e
YL e
Mr. Raymond Cho Min LEE ~ Long position - - 1,920,200 1,920,200
RS gy (Note 4)
(B 4)
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Directors’ Interests in Securities (continued)

(@

(b)

(continued):

Notes:

The 673,873 Shares are owned by Ms. Siew Yit HOH, the spouse of Mr.
Richard Man Fai LEE.

The 117,133,570 Shares are held by Modern Orbit Limited, which
is wholly owned by Cyber Tower Inc. as trustee of The WS Lee
Unit Trust. 99% of the units of The WS Lee Unit Trust are held by a
discretionary trust of which Mr. Wing Sum LEE’s family members
including Ms. Kam Har YUE, Mr. Richard Man Fai LEE and Mr. Jeff
Man Bun LEE are the beneficiaries. The remaining 1% of the units
of The WS Lee Unit Trust is held by Skylink International Asset
Corporation, a company incorporated in the British Virgin Islands and
owned by Ms. Kam Har YUE, Mr. Richard Man Fai LEE and Mr. Jeff
Man Bun LEE.

Out of the 118,579,289 Shares, 1,445,719 Shares are held by Fisherman
Enterprises Inc., a company incorporated in the British Virgin Islands
and wholly owned by Mr. Jeff Man Bun LEE.

The 1,920,200 Shares are beneficially owned by ODE Asia Limited,
which is 100% owned by M.W. Lee & Sons Enterprises Limited which
is controlled by Mr. Raymond Cho Min LEE.

All interests in the Shares are long positions. None of the Directors

hold any short position in the Shares.

Beneficial interests and short positions in underlying

shares of equity derivatives of the Company at December
31, 2006 are disclosed in the section headed “Share Option
Information” of this Annual Report.
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©

Beneficial interests and short position in shares in associated

corporations at December 31, 2006:

Directors

#H

Mr. Wing Sum LEE
PRBIE

Ms. Kam Har YUE
KeBELt

Long or short
position

HREIRE

Long position
WA

Long position
I

Long position
5=

Long position
W

Long position
W

Long position
a

Long position
e

Associated corporations
in which shares or
equity interests are
held or interested

PR A BN E
IR AR

Stoneycroft Estates Limited

Wo Kee Hong Limited
M EEAR AT

Wo Kee Services Limited

e wME A IR AR

Rogers Entertainment
International Limited
SR L IRRE AR AT
(Formerly known as
Forward International
Corporation, Limited

HiAAE A 5 A A )
Shinwa Engineering
Company, Limited

fER THRARAH
Stoneycroft Estates Limited

Wo Kee Hong Limited
TR EEH AT
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2 i 2 (A1)

© MEZFFTARFETZHA=A—H > R
2 ety 2 B A e i R

Number of shares
or amount of
equity interests
held or interested
FEA SR 2 Rt
HEET e 0

15,750,000

8,500

34,335

3,850,000

340,000

400

Class and/or
description of
shares/interests
Vg ey
B/ S

non-voting deferred shares
AR E I

non-voting deferred shares
AR R AT

non-voting deferred shares
A SRR AL

non-voting deferred shares
S TR A P

non-voting deferred shares
S TR A I

non-voting deferred shares

non-voting deferred shares
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Directors’ interest in assets and/or arrangement

As at December 31, 2006, save as those disclosed in “Directors’
Interests in Contracts” in this Directors’ Report, none of the
Directors had any other direct or indirect interest in any assets
which have been acquired or disposed of by or leased to any
members of the Group, or were proposed to be acquired or

disposed of by or leased to any member of the Group.

As at December 31, 2006, save as those disclosed in “Directors’
Interests in Contracts” in this Directors’ Report, there is no other
contract or arrangement subsisting in which a Director was
materially interested and which was significant in relation to the

business of the Group as a whole.

Directors’ Interests in Contracts

(@) Stoneycroft Estates Limited (“Stoneycroft”) and Ever Rising
Investments Limited, both are wholly-owned subsidiaries of
the Company, (hereinafter collectively referred as “Owners”)
entered into a deed of mutual covenant and management
agreement with Sumwell Property Management Limited
(“SPML”), a company owned by Cyber Tower Inc. (“Cyber
Tower”) and Ms. Kam Har YUE. Pursuant to the agreement,
Owners appointed SPML to be the manager for a term of
2 years from December 29, 1998 (renewable automatically
thereafter) for the management, operation, servicing,
maintenance, repair, renovation and replacement of Wo Kee
Hong Building. The agreement can be terminated by either
the committee of the Owners or SPML by giving 3 months’
prior notice. The total management fee paid by the Owners
to SPML in 2006 was HKS$417,000.
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Directors’ Interests in Contracts (continued)

(@

(b)

©

(continued):

Cyber Tower is the trustee of The WS Lee Unit Trust, 99%
of the units of which are held by a discretionary trust of
which Mr. Wing Sum LEE’s family members including
Ms. Kam Har YUE, Mr. Richard Man Fai LEE and Mr. Jeff
Man Bun LEE, all of which are Directors of the Company,
are the beneficiaries. The remaining 1% of the units of The
WS Lee Unit Trust are held by Skylink International Asset
Corporation, a company incorporated in the British Virgin
Islands and owned by Ms. Kam Har YUE, Mr. Richard Man
Fai LEE and Mr. Jeff Man Bun LEE.

Owners entered into a service agreement with SPML on
January 1, 2004 in respect of the accounting service of the
Wo Kee Hong Building Management Fund rendered by
SPML. The service fees are fixed at HK$162,000 per annum.

On May 27, 2005, Owners entered into a service agreement
with Sumwell Development Limited (“SDL”), which is owned
by Mr. Wing Sum LEE and Pioneer Dragon Development
Ltd. (“Pioneer Dragon”). Pioneer Dragon is solely owned by
Cyber Tower. Pursuant to the agreement, Owners appointed
SDL as the project manager rendering administrative and
advisory services for the application for modification of
the use of Kwai Chung Town Lot No. 366, with effect from
May 27, 2005. Either Owners or SDL may terminate the
agreement by 1 month’s written notice to the other party. Nil

payment was made in 2006.
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Directors’ Interests in Contracts (continued)

()

(e)

®

On January 25, 2006, the Group and Mr. Herbert
ADAMCZYK (“Mr. ADAMCZYK”), the Managing Director
of Technorient Limited (“Technorient”), a non-wholly owned
subsidiary of the Company, subscribed for 9 and 1 shares of
Keyforce (B.V.I.) Limited (“Keyforce”) respectively at par
value of USS$1.00 each. During the year ended December
31, 2006, Keyforce set up several subsidiaries including
Auto Sportiva Limited, Keyforce Holdings Limited, Noble
Brand Investments Limited, for the development of the
“Alfa Romeo” cars, motor yachts and other luxuary lifestyle

products respectively.

On June 9, 2006, Corich Enterprises Inc. (“Corich”), a wholly
owned subsidiary of the Company, entered into a termination
agreement with Mr. ADAMCZYK for the termination of an
option agreement dated May 3, 2004 (“Option Agreement”).
Pursuant to the Option Agreement, Corich agreed to
grant an option to Mr. ADAMCZYK to sell all or part of his
shareholding in Technorient during the period from the 65th
birthday of Mr. ADAMCZYK up to and including his 70th
birthday.

On July 15, 2006, Corich and Mr. ADAMCZYK as sellers
entered into a share exchange agreement with Xact Aid,
Inc. (now known as “China Premium Lifestyle Enterprise,
nc.”, hereinafter referred as “Xact”) as the purchaser, an
independent third party and Technorient in relation to
the sale of an aggregate of 49% of the issued share capital
of Technorient in consideration for the issue by Xact of
an aggregate of 972,728 Preference Convertible Shares
convertible into an aggregate of 89,689,881 Xact shares
(“Share Exchange Agreement”). The Share Exchange
Agreement also replaced and superseded a share exchange
agreement dated June 9, 2006 entered into among the same
parties in relation to the exchange of the entire issued share
capital of Technorient for Preference Convertible Shares
convertible into such number of Xact shares as representing
95% of the issued share capital of Xact upon conversion.
Details of the transaction were set out in the circular dated
November 10, 2006.
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Directors’ Interests in Contracts (continued)

(@) On November 14, 2006, Wo Kee Hong (B.V.I.) Limited, an
wholly-owned subsidiary of the Company, entered into an
agreement to dispose of its entire 100% interest in the issued
share capital of Che Chuen Development Ltd. to Surestatus
Group Limited, which is wholly owned by Mr. Richard
Man Fai LEE, Chairman and Chief Executive Officer of the
Company, for a consideration of HKS$1.00. Details of the
disposal were provided fully in the circular dated December
4, 2006. The disposal was duly approved in the special
general meeting of the Company on December 22, 2006.

Apart from the foregoing, there were no other contracts of
significance in relation to the Group’s business, to which the
Company or any of its subsidiaries was a party and in which a
Director had, whether directly or indirectly, a material interest
subsisting at the end of the year or at any time during the year
ended December 31, 2006.

Directors’ Interests in Competing Business

None of the Directors of the Company (other than Independent
Non-executive Directors) is interested in any business apart from
the Company’s business, which competes or is likely to compete,

either directly or indirectly, with the Company’s business.

Convertible Note

Details of the Convertible Note issued by the Company are shown
in Note 28 to the financial statements.

Substantial Shareholders

Save as disclosed below and in the section headed “Directors’
Interests in Securities”, at December 31, 2006, so far as is known
to the Directors, no other person had, or was deemed or taken to
have an interest or short position of 5% or more of the interests in
the Shares or underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO:
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FREEE FTANFET H =+ HIEF
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Substantial Shareholders (continued) AR Z BB (48)

Beneficial interests and short positions in Shares and underlying W EBENFETH=1+—H » AN E K

shares of equity derivatives of the Company at December 31, 2006: 1 R 2t 71 A 1B AH B A 2 B 4 £ IR

=
Number of
underlying shares Approximate %
of equity of the total
Long or Number of derivatives issued Shares

Company name short position Shares A B RE s AT AR I BT

NGIEA R EIRE lii30s 45| THRZBHEE BEZMAESL

Modern Orbit Limited Long position 117,133,570 - 52.85%

e (Note 1)
(BftEE1)
Cross Profit Capital Limited  Long position - 30,000,000 13.54%
51 (Notes 2 & 3)
(BftEE2 & 3)
Cyber Generation Limited Long position 325,000 - 0.15%
51 (Note 3)
(BftE3)
Great Intelligence Holdings  Long position 955,800 - 0.43%
Limited 35 (Note 4)
(Bi3E4)

Notes: BtaE -

1. The 117,133,570 Shares are held by Modern Orbit Limited, which is wholly 1 #% 117,133,570 /i3 1 Modern Orbit Limited #
owned by Cyber Tower Inc. as trustee of The WS Lee Unit Trust. 99% of the #H ° Modern Orbit Limited ti Cyber Tower Inc. (R
units of The WS Lee Unit Trust are held by a discretionary trust of which Mr. The WS Lee Unit Trust Z{&7EN) 2 ¥#EA - The
Wing Sum LEE’s family members including Ms. Kam Har YUE, Mr. Richard WS Lee Unit Trust 2 99% 135 th —JE 2 HE(ES 52T
Man Fai LEE and Mr. Jeff Man Bun LEE are the beneficiaries. The remaining Frfr > P2k b2 RER R > BfEREE
1% of the units of The WS Lee Unit Trust is held by Skylink International Asset Lt~ SO AR SO e A B R T
Corporation, a company incorporated in the British Virgin Islands and owned %25 N o The WS Lee Unit Trust H & 1% 25 th
by Ms. Kam Har YUE, Mr. Richard Man Fai LEE and Mr. Jeff Man Bun LEE. Skylink International Asset Corporation 4 - #%

TR SR B S MRy AR E L L
ZE SO e e T R SR e A o

2. The 30,000,000 Shares represented the Shares to be issued upon the full 2. 730,000,000 i i 3 45 th Cross Profit Capital
conversion of a HK$30,000,000 convertible redeemable note convertible Limited #f 4 2 i # 30,000,000 7C ( 7] % i# #
at HK$1.00 which is held by Cross Profit Capital Limited, a wholly owned 1.00 7C B ) 7] 460 e T B [ 5% 4 2 A o £
subsidiary of Hanny Magnetics (B.V.L) Limited which in turn is a wholly #3721ty © Cross Profit Capital Limited 75 Hanny
owned subsidiary of Hanny Holdings Limited. Magnetics (B.V.L) Limited 2 2 %[ /A 7] > ffifg

HR B E A RA R 2 2 EME AR -
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Substantial Shareholders (continued)

Notes: (continued)

3. 325,000 Shares are held by Cyber Generation Limited, a wholly owned
subsidiary of Hanny Magnetics (B.V.I.) Limited which in turn is a wholly

owned subsidiary of Hanny Holdings Limited.

Famex Investment Limited, a wholly owned subsidiary of Mankar Assets
Limited, controls Hanny Holdings Limited. Mankar Assets Limited is a wholly
owned subsidiary of ITC Investment Holdings Limited which in turn is a

wholly owned subsidiary of ITC Corporation Limited.

Galaxyway Investments Limited, a company wholly owned by Chinaview
International Limited, owns approximately 34.52% of the issued ordinary share
capital of ITC Corporation Limited. Chinaview International Limited is wholly
owned by Dr. Charles Kwok Keung CHAN. Ms. Macy Yuen Lan NG is the
spouse of Dr. Charles Kwok Keung CHAN.

Hanny Magnetics (B.V.I.) Limited, Hanny Holdings Limited, Famex
Investment Limited, Mankar Assets Limited, ITC Investment Holdings
Limited, ITC Corporation Limited, Galaxyway Investments Limited, Chinaview
International Limited, Dr. Charles Kwok Keung CHAN and Ms. Macy Yuen
Lan NG are deemed to be interested in the Shares held by Cyber Generation
Limited and the underlying shares arising from the convertible redeemable
note held by Cross Profit Capital Limited.

4. 955,800 Shares are held by Great Intelligence Holdings Limited, a wholly
owned subsidiary of ITC Management Group Limited which in turn is a wholly

owned subsidiary of ITC Corporation Limited.

ITC Management Group Limited, ITC Corporation Limited, Galaxyway
Investments Limited, Chinaview International Limited, Dr. Charles Kwok
Keung CHAN and Ms. Macy Yuen Lan NG are deemed to be interested in the
Shares held by Great Intelligence Holdings Limited.

Public Float

As at the date of this Annual Report, based on information that is
publicly available to the Company, the Directors acknowledge that
more than 25% of the issued capital of the Company are held by the
public.

AR A v 2 FEBOR (4)

Bt

(%)

% 325,000 & B 17 i Cyber Generation Limited 4f
> #%/~ 7 £ Hanny Magnetics (B.V.1) Limited 2
A MHE A R o TR R R SRR EA PR 2
2GRN o

HBAEA R A (B Mankar Assets Limited 2
2B A F) A SR DA AT B m) 2 R o
Mankar Assets Limited 21TC Investment Holdings
Limited 2 & & MHEA R - i Bl A fre 4R
FA AT 2 2GR A A o

Galaxyway Investments Limited (Bl Chinaview
International Limited 2 4> & kA =) A 74
i A E AT B A) B B AT M A 4 34.52% ©
Chinaview International Limited £ B 120 i 18 + 4 &
BEAT o LI R L L 2 DA R 2 A o

Hanny Magnetics (B.V.1.) Limited - &f ¥4 [
HIRAF -~ H# G AR R - Mankar Assets
Limited ~ ITC Investment Holdings Limited * 1%
FEAZEEEA A T~ Galaxyway Investments
Limited + Chinaview International Limited - B
S 1 AR L - VR Cyber Generation
Limited A 2 B3 A HE45 - LL K2 jik Cross
Profit Capital Limited #47  $f/i% v [ [5] 52495 2 A1
B O3 v A 2

% 955,800 & B 17 i Great Intelligence Holdings
Limited 45 » #%/A 7 /4 ITC Management Group
Limited 2 & &M AR - i Bl L fre 4R
FA AT 2 2GR A A o

ITC Management Group Limited - FE#E {364
[ AT ~ Galaxyway Investments Limited
Chinaview International Limited ~ 2% I8 + f {f
g Bl 2 I ARAE R Great Intelligence Holdings
Limited 47 2 &0 s A HE RS o

PR I

AR H - AR FRIEC AP ER
FHRERRAL F 25% DA b EEEAT A i 2 R

A o
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Purchase, Sale or Redemption of Securities

The Company and its subsidiaries have not repurchased, sold or

redeemed any of the Company’s securities during the year.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the
Company’s Bye-laws or the laws in Bermuda although there are no

restrictions against such rights under the laws in Bermuda.

Auditors

The financial statements for the year were audited by HLB
Hodgson Impey Cheng who will retire at the forthcoming Annual
General Meeting and being eligible, offer themselves for re-

appointment.

On July 19, 2004, Deloitte Touche Tohmatsu resigned as auditors
of the Group. RSM Nelson Wheeler were appointed and then
resigned as auditors of the Group on July 20, 2004 and on August
29, 2005, respectively. On August 30, 2005, HLB Hodgson Impey
Cheng were appointed as auditors of the Group to fill the casual
vacancy following the resignation of former auditors to hold office
until the conclusion of the annual general meeting of the Company
held on June 15, 2006 (“2006 AGM”) where HLB Hodgson
Impey Cheng was re-appointed as auditors of the Group until the

forthcoming Annual General Meeting.

For and on behalf of the Board of Directors

Richard Man Fai LEE
Executive Chairman & CEO

Hong Kong, March 30, 2007
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