The Directors submit herewith their report together with the
audited financial statements of the Company and the Group for
the year ended 31 December 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in lottery system and games
design business and the provision of financial services including
securities broking and margin financing, money lending and
investment trading and holding.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 21 to the financial statements.

RESULTS

The results of the Group for the year ended 31 December 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 39 to 123.

The Directors do not recommend the payment of any dividend in
respect of the year ended 31 December 2006.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in note 29 to the financial statements.

RESERVES

Details of movements during the year in the reserves of the
Group and the Company are set out in note 33 to the financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2006, the Group made 60% of
its entire sales to five customers and sales to the largest customer
included therein amounted to approximately 14%.

Purchases from the Group's five largest suppliers accounted for
approximately 60% of the total purchases for the year and
purchases from the largest supplier included therein amounted
to approximately 19%.

None of the Directors, or any of their associates or any other
shareholders, which, to the best knowledge of the Directors,
owns more than 5% of the Company’s issued share capital, had
any beneficial interest in the Group’s five largest customers and
five largest suppliers during the year.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the year are set out in note 16 to the financial statements.
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DIRECTORS

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

Executive Directors

Chan How Chung, Victor

Boo Chun Lon

Lee Huei Lin (retired on 19 June 2006)

Independent Non-executive Directors
Yuen Wai Ho

Chow Siu Ngor

Lee Ka Lun (appointed on 17 April 2007)

On Kien Quoc (resigned on 17 April 2007)

In accordance with bye-law 99 of the Bye-laws, Mr Boo Chun
Lon and Mr Chow Siu Ngor shall respectively retire and are eligible
for re-election at the forthcoming annual general meeting. Mr
Boo Chun Lon and Mr Chow Siu Ngor offer themselves for re-
election at the forthcoming annual general meeting.

Mr Lee Ka Lon was appointed as a Director on 17 April 2007 to
fill a casual vacancy. In accordance with bye-law 102(B) of the
Bye-laws, Mr Lee Ka Lun shall retire at the forthcoming general
meeting and, being eligible, offers himself for re-election.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election and re-appointment at the
forthcoming annual general meeting has an unexpired service
contract, which is not determinable by the Company or any of
its subsidiaries within one year without payment of compensation,
other than normal statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Details of the Directors’ interests in contracts are set out in note
37 to the financial statements.

Save as disclosed above, no other contracts of significance to
which the Company, its holding companies, its fellow subsidiaries
or any of its subsidiaries was a party and in which a Director had
a material interest, subsisted at the end of the year or at any
time during the year.
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DIRECTORS’" AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 31 December 2006, the interests or short positions of the
Directors and chief executives and their associates in the shares
of the Company 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 of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code were as follows:

Long position in the ordinary shares of HK$0.01

each (“Shares”) in the Company

Name of Director Number of Shares

Type of interest
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Chan How Chung, Victor 717,902,690 Interest of a controlled 12.13%
("Mr Chan") (Note) corporation

PBREFR ([BREE]) (K3E) ZEHARER

Note:

Mr Chan was taken to be interested in these Shares by virtue of his 100%
attributable shareholding interest in TingKong-RexCapital Holdings Limited.
TingKong-RexCapital Holdings Limited is a contributory of TKR Finance Limited
("TKR") (in liquidation), which had a security interest over such Shares. TKR
was wholly owned by TingKong-RexCapital Holdings Limited, which in turn
was indirectly wholly owned by Mr Chan.

Save as disclosed above, as at 31 December 2006, none of the
Directors or chief executives, nor their associates, had any interests
or short positions in the 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.
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SHARE OPTIONS

The following is a summary of the principal terms of the share
option scheme adopted by the Company on 22 November 2002
(the “Scheme”).

The purpose of the Scheme is to enable the Company to grant
options to executives and employees of the Group and other
persons who have make a contribution to the Group as incentives
and/or rewards for their contributions to the Company or its
subsidiaries.

According to the Scheme, the Board may grant options to the
eligible participants as defined in the Scheme to subscribe for
such number of shares as the Board may determine. Options
granted should be accepted within 30 days from the date of
offer. Upon acceptance of the options, the grantee shall pay
HK$1.00 to the Company by way of consideration for the grant.

The exercise price of options shall be determined by the Board,
save that such price will not be less than the highest of (a) the
closing price of the shares as stated in the Stock Exchange's
daily quotations sheet on the date of grant, which must be a
business day; (b) the average of the closing prices of the shares
as stated in the Stock Exchange’s daily quotations sheet for the
five business days immediately preceding the date of grant, and
(c) the nominal value of a share.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme and any
other share option scheme(s) of the Company must not exceed
10% of the issued share capital of the Company on the date of
approval and adoption of the Scheme provided that the Company
may at any time seek approval from its shareholders to refresh
the limit to 10% of the shares in issue as at the date of approval
by the shareholders in general meeting where such limit is
refreshed. Options previously granted under any share option
schemes of the Company (including those outstanding, cancelled,
lapsed in accordance with such schemes or exercised options)
will not be counted for the purpose of calculating the limit as
refreshed.
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SHARE OPTIONS (continued)

The total number of shares issued and which may fall to be
issued upon exercise of the options granted under the Scheme
and any other share option scheme(s) of the Company (including
exercised, cancelled and outstanding options) to each eligible
participant in any 12-month period up to and including the date
of grant shall not exceed 1% of the shares in issue as at the
date of grant. Options granted to substantial shareholders or
independent non-executive directors in excess of 0.1% of the
Company's issued share capital on the date of grant or with a
value in excess of HK$5,000,000 must be approved in advance
by the Company's shareholders.

The period during which an option may be exercised will be
determined by the Board at its absolute discretion, save that no
options can be exercised more than 10 years after it has been
granted. There is no general requirement that an option must be
held for any minimum period before it can be exercised. The
Scheme will expire on 22 November 2012.

At 31 December 2006, no Director had any interests in options
to subscribe for shares of the Company. During the year ended
31 December 2006, 156,000,000 number of share options were
granted under the Scheme. The closing price of the Shares on
5 July 2006, being the trading date immediately before the date
of grant of such options was HK$0.305. The total number of
Shares available for issue under the Scheme was
365,600,000 Shares (representing 6.10% of the Shares in issue
as at the date of this report).

The fair value of options granted during the year as determined
by an independent third party valuer using a Black-Scholes pricing
model was approximately HK$7,276,953. Key assumptions used
in the valuation of the options granted on 6 July 2006 include
an expected volatility of share price of 77.22% per annum, a
risk-free rate of interest of 4.12% per annum on the date of
grant. The expected volatility is based on the historical volatility
of the Company’s share price over the previous two years.
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SHARE OPTIONS (continued) R B RE (7

The movements in share options granted under the Scheme during R AF R HL:
the year are shown below:

)
SRR BB T

=

¥

Number of options

BREHA
At1 Granted Exercised Lapsed At31  Date of Exercise
Category of January during during during  December offer to price per
participant 2006  the period  the period  the period 2006 grant options Share  Exercisable period
(HKS)
R-22XRE
RZBERE t=A  BRE
SRAER -A-H Bagd  BafTR BA%R =t-8 RUAH ERTEE TAEHE
(1)
Total employees 30,000,000 - 30,000,000 - - 11/12/2003 0.138  3/1/2004 - 2/1/2014
EaL
30,000,000 - - - 30,000,000 26/9/2005 0.102 26/10/2005 - 25/10/2015
- 78,000,000 5,000,000 - 73,000,000  6/7/2006 0.295 13/7/2006 - 12/7/2009
Other eligible participants 60,000,000 - 32,000,000 - 28,000,000 11/12/2003 0.138  3/1/2004 - 2/1/2014
Epadka@AL
180,000,000 - 180,000,000 - - 26/9/2005 0.102 26/10/2005 - 25/10/2015
- 78,000,000 - - 78,000,000  6/7/2006 0.295 13/7/2006 - 12/7/2009
Total 251 300,000,000 156,000,000 247,000,000 - 209,000,000
ARRANGEMENT TO ACQUIRE SHARES OR BEROBEBES2RZH
DEBENTURES

Save as disclosed above, at no time during the year was the B EXWBEEIN KRR HIZKR AR -EREE
Company, its holding companies, its fellow subsidiaries or any of  HJ /& 22 &) sk E (E A B B 2 &) 54 F 7 £E {a] 85 i 4%
its subsidiaries a party to any arrangements to enable the Directors ST H BESEFAIEB AL QA
to acquire benefits by means of the acquisition of shares in, or  {EfRE A A R Z B D &S -
debentures of, the Company or any other body corporate.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS
Pursuant to rule 8.10(2) of the Listing Rules, details of the interests
held by the Directors in businesses that are considered to compete
or is likely to compete, either directly or indirectly, with the
businesses of the Group, are disclosed as follows:

Name of company
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EERBIHRB P 2ER

1845 £ R BIE8.10(2) - B B AT A T B A
ERAEEEBEERAMERE 2 EHES
HERBERT:

Competing business

AREH R MK

1 RPI Finance Limited (“RPI") Money lending
WRUBERRA ([HRUBE]) BEX

2 D & M Finance Limited ("D&M") Money lending

3 Drake & Morgan Limited (“Drake & Morgan”) Securities dealing

Mr Chan How Chung, Victor is a director and deemed to be the
substantial shareholder of RPI and Drake & Morgan. He is a
director of D&M. The terms and conditions of the financing loans
of each of RPI and D&M are market driven and agreed at arm's
length between the borrowers and the financiers. The client base
of Drake & Morgan is different from that of the Group and the
business transactions are carried out at arm's length and at the
prevailing market prices. When making decisions on the above
competing business, the relevant director, in the performance of
his duty as a director of the Company, has acted and will continue
to act in the best commercial interest of the Group.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2006, the interests or short positions of the
following parties (other than a Director or chief executive of the
Company) in the 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:

Name of Shareholders Number of Shares

Type of interest

FERR

R-BZERFT_A=1T—B BRAQARER
R MEIRGIEIB6IFRAFTE 2 ELMAE T
HET (BARR—BEFH—RTHABIN)
RARBRDPFER 2 EEZIORBAOT:

Percentage of
issued share capital

REREZH RHHE HERER HEBRITRABS K
Kingly Profits Corporation 1,898,805,635 Beneficial and other interests 32.12%
(Note 1) EmkHMER
(B E1)
TKR Finance Limited (in liquidation) 864,102,690  Security interest 14.62%
SRBRVBEERAG O5EF) REER
CITIC Media Group Limited 500,000,000 Interest in controlled corporation 8.46%
PEXCEEEERR QA (Note 2) RZEHIQ A Em=
(Mg 5E2)
Gandhara Master Fund Ltd. 616,075,000 Beneficial 10.42%
Citigroup Inc. 397,995,000 Beneficial 6.75%
Ea
Notes: B 5

1. These Shares were held by Kingly Profits Corporation, which was owned
as to 70.18% by King United Agents Limited. King United Agents Limited
was wholly owned by Mr To Shu Fai.

2. These Shares were held by Magic Dynasty Limited which was wholly
owned by CITIC Media Group Limited.

Save as disclosed above, the register required to be kept under Section
336 of the SFO shows that as at 31 December 2006, the Company
had not been notified of any other person who had an interest or
short position in the shares and underlying shares of the Company.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2006.

CONNECTED TRANSACTIONS

Particulars of connected transactions of the Company and the
Group during the year ended 31 December 2006 are set out in
note 37 to the financial statements.

Brokerage commission and interest income therefrom was received
from Directors and their associates in the ordinary course of the
Group's business of dealing in securities. Commission rates are
set at the same level as those normally offered to third party
clients. For the year ended 31 December 2006, the total brokerage
commission and interest income received from associates of
certain Directors in relation to margin securities trading amounted
to HK$229,588. The outstanding amount in the margin accounts
had been fully repaid during the year ended 31 December 2006.

BANK LOANS AND OTHER BORROWINGS
Details of bank loans and other borrowings of the Company and
the Group as at 31 December 2006 are set out in note 32 to the
financial statements.

FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results and of the assets and
liabilities of the Group for the last five financial years is set out
on page 124.

RETIREMENT BENEFIT SCHEME

Particulars of the retirement benefit scheme of the Group are set
out in note 34 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-
laws of the Company or the laws in Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.
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CORPORATE GOVERNANCE

The Company is committed to maintain a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 20 to 26.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company'’s total issued share capital was held by the public as at
the date of this report.

POST BALANCE SHEET EVENTS

Particulars of the post balance sheet events of the Group are set
out in note 38 to the financial statements.

AUDITORS

Ting Ho Kwan & Chan retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of Ting
Ho Kwan & Chan is to be proposed at the forthcoming annual
general meeting.

By order of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 27 April 2007
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