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The directors present their report and the audited financial
statements for the period from 1st October, 2005 to 31st
December, 2006.

CHANGE OF FINANCIAL YEAR END
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The directors resolved to change the financial year end date
from 30th September to 31st December in alignment with
the financial year-end dates of the Group's other subsidiaries,
with a view to enhance the effectiveness in preparation of
the Group’s consolidated financial statements. The
consolidated financial statements presented therefore cover
the fifteen months period from 1st October, 2005 to 31st
December, 2006.

PRINCIPAL ACTIVITIES
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The Company acts as an investment holding company. The
activities of its principal subsidiaries are set out in note 35

to the consolidated financial statements.

RESULTS AND DIVIDENDS
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The results of the Group for the period from 1st October,
2005 to 31st December, 2006 are set out in the

consolidated income statement on page 34.

A first interim dividend of HK$1.2 cents per share was
declared and paid to the shareholders during the period. In
addition, a second interim dividend of HK$1.7 cents per
share was declared during the period. A final dividend of
HK$1.0 cent per share proposed by the directors is subject
to approval by the shareholders in the forthcoming annual
general meeting. The total dividends declared in respect of
the period are set out in note 13 to the consolidated financial

statements.
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During the period, the Company repurchased certain of its
own shares through The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), details of which are set out
in note 29 to the consolidated financial statements. The
directors considered that, as the Company's shares were
trading at a discount to the net asset value per share, the
repurchases would increase the net asset value per share of

the Company.

During the period, 186,871,029 new bonus shares of the
Company were issued to the shareholders in the proportion
of one bonus shares for every existing shares by way of

capitalisation of the contributed surplus of the Company.

DISTRIBUTABLE RESERVES OF THE COMPANY
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As at 31st December, 2006, the Company'’s reserves available
for distribution consisted of contributed surplus of
HK$24,600,000 (30.9.2005: HK$74,930,000) and retained
profits of HK$14,948,000 (30.9.2005: HK$11,602,000).

Under the Companies Act 1981 of Bermuda (as amended),
the contributed surplus account of the Company is available
for distribution. However, the Company cannot declare or
pay a dividend, or make a distribution out of contributed
surplus if:

(a) itis, or would after the payment be, unable to pay its
liabilities as they become due; or

(b)  the realisable value of its assets would thereby be
less than the aggregate of its liabilities and its issued

share capital and share premium accounts.

INVESTMENT PROPERTIES
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Details of the movements in investment properties of the
Group during the period are set out in note 15 to the

consolidated financial statements.
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PROPERTY, PLANT AND EQUIPMENT
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Details of the movements in property, plant and equipment
of the Group during the period are set out in note 16 to the

consolidated financial statements.

DIRECTORS AND DIRECTORS' SERVICE CONTRACTS
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The directors of the Company during the period and up to

the date of this report were:

Executive directors:

Mr. Chow Tak Hung (Chairman)

Ms. Chow Woon Yin (Deputy Chairman)
Ms. Wong Siu Wah

Ms. Chau Choi Fa (Managing Director)

Independent non-executive directors:

Dr. Lau Yue Sun
Mr. Yip Tai Him
Mr. Lam Kwok Cheong

In accordance with Clauses 86 and 87 of the Company's
Bye-laws, Dr. Lau Yue Sun and Mr. Yip Tai Him retire and

being eligible, offer themselves for re-election.

Each of Mr. Chow Tak Hung, Madam Chow Woon Yin and
Madam Wong Siu Wah has entered into service contracts
with the Group for term of five years commencing on 1st
October, 2003. Pursuant to these service contracts and apart
from the bonus referred to below, Mr. Chow Tak Hung,
Madam Chow Woon Yin and Madam Wong Siu Wah will
each be entitled to a fixed annual remuneration of
HK$840,000 (subject to annual review). The terms of each
of these service contracts provide that if the Company
terminates the contract before 30th September, 2008,
without cause, then the Company shall be liable to pay

HK$5 million to such an executive director.
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(continued)
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the Company for a term of three years commencing on
30th September, 2004. Madam Chau Choi Fa is the wife of
Mr. Chow Tak Hung and the sister-in-law of Madam Chow
Woon Yin. Pursuant to the service contract, Madam Chau
Choi Fa shall be entitled to a fixed annual remuneration
salary of HK$840,000 (subject to annual review). The terms
of the service contract also provide that if the Company
terminates the contract before 29th September, 2007,
without cause, then the Company shall be liable to pay
HK$470,000 to her.

The terms of each of the above service contracts provide
that the executive directors may be entitled to discretionary
bonuses which are conditional upon the consolidated profit
after taxation and minority interests but before extraordinary
items and exceptional items (excluding any share of profits
from associated companies) of the Group for a particular
financial year (the “Profit”) exceeding HK$20 million provided
that in the event that a bonus is paid, such bonus when
aggregate with all bonuses paid to all the directors of the

Company shall not exceed five per cent of the Profit.

Further, they provide that in case an executive director is,
for example, incapacitated or prevented by reason of ill
health,

thereunder for a period of or periods aggregating ninety

injury or accident from performing his duties

days in the preceding twelve months, the Company may,
pursuant to the terms of each service contract, terminate
the respective service contract with three months’ notice
and without paying the HK$5 million or HK$470,000 fees
referred to above. The executive directors may terminate
their respective contracts by serving to the Company a written
notice of not less than three months prior to the effective

date of the termination.
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DIRECTORS AND DIRECTORS' SERVICE CONTRACTS

(continued)
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The term of office of each of the non-executive directors is
the period up to his retirement as required by the Company's

bye-laws.

Save as disclosed above, none of the directors being
proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company or any of
its subsidiaries which is not determinable by the Group
within one year without payment of compensation, other

than statutory compensation.

DIRECTORS’" AND CHIEF EXECUTIVES' INTERESTS IN
SECURITIES
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As at 31st December, 2006, the interests and short positions
of the directors and chief executive of the Company, in the
shares, underlying shares and debentures of the Company
and any of its associated corporations, as recorded in the
register maintained by the Company pursuant to Section
352 of the Securities and Futures Ordinance (the “SFO")),

BITHMEARATRE R 2 EERAAI  or as otherwise notified to the Company and the Stock
I Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies were as
follows:
RARNFGREBEOOSOBILEBAR 24 Long positions in ordinary shares of HK$0.50 each of the
B Company:
L NI &)
BRAzBDE
B34 %  Percentage of
Rk zm NEIL £ Total the Company’s
B£8R Family Corporate number issued
Name of director interest interest of shares share capital
EfE Lk EE (B ita)
Mr. Chow Tak Hung (note a) - 191,413,194 191,413,194 51.31%
R AE R+ (K ath)
Madam Chau Choi Fa (note b) 191,413,194 - 191,413,194 51.31%
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DIRECTORS" INTERESTS IN SECURITIES (continued)
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Notes:

(@) Mr. Chow Tak Hung, Madam Chow Woon Yin and Madam
Wong Siu Wah are beneficial owners of 60%, 20% and
20% respectively of the issued share capital of Bright Asia
Holdings Limited, which beneficially owns 191,413,194

ordinary shares of the Company.

b) Mr. Chow Tak Hung is the husband of Madam Chau Choi Fa

whose personal interests are therefore also the family

interests of Madam Chau Choi Fa.

Other than as disclosed above, other than certain nominee
shares in subsidiaries held by certain directors in trust for
the Company, none of the directors, 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 as at 31st December,
2006.

SHARE OPTION SCHEME AND DIRECTORS' RIGHTS TO
ACQUIRE SHARES OR DEBENTURES
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Particulars of the Company’s share option scheme are set

out in note 30 to the consolidated financial statements.

During the period, no share options were granted under the
share option scheme by the Company. In addition, as of
31st December, 2006, there were no outstanding share

options under the share option scheme.
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At 31st December, 2006,
shareholders maintained by the Company pursuant to Section

336 of the SFO shows that the following shareholders (not

the register of substantial

being a director of the Company), had notified the Company
of relevant interests and short positions in the issued share

capital of the Company.

JTAZAN/NISIE: & v Il s o =i Long position in shares of the Company:
RARRNA S BT
F ¥ RA 2B DL
ERITEBERHA Percentage of
Number of the Company’s
RER AR 5% issued ordinary issued
Name of shareholder Capacity shares held share capital

EnEA A

Bright Asia Holdings Limited

Integrated Asset Management

Beneficial owner

BEamlEBA

Beneficial owner

191,413,194

41,900,000

51.31%

11.23%

(Asia) Ltd.
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Mr. Chow Tak Hung, Madam Chow Woon Yin and Madam
Wong Siu Wah are beneficial owners of 60%, 20% and
20% respectively of the issued share capital of Bright Asia

Holdings Limited.

Mr. Yam Tak Cheung is the beneficial owner of the entire
issued share capital of Integrated Asset Management (Asia)
Ltd.

Other than as disclosed above, the Company has not been
notified of any other relevant interests or short positions in
the issued share capital of the Company as at 31st
December, 2006.
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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 period or at any time
during the period.

MAJOR CUSTOMERS AND SUPPLIERS
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During the period, the aggregate sales attributable to the
Group's five largest customers comprised approximately
28.8% of the Group's total sales while the sales attributable
to the Group's largest customer was approximately 10.1%
of the Group's total sales.

During the period, the aggregate purchases attributable to
the Group's five largest suppliers comprised approximately
45.3% of the Group’s total purchases while the purchases
attributable to the Group's largest supplier was approximately
12.2% of the Group's total purchases.

None of the directors, their associates or any shareholders,
which to the knowledge of the directors own more than 5%
of the Company’s issued share capital, had any interest in
the share capital of the five largest customers or suppliers
of the Group.

EMOLUMENT POLICY
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The emolument policy of the employees of the Group is set
up by the Remuneration Committee on the basis of their

merit, qualifications and competence.

The emoluments of the directors of the Company are
decided by the Remuneration Committee, having regard to
the Company's operating results, individual performance and

comparable market statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme are set out in note 30 to the consolidated financial

statements.
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PRE-EMPTIVE RIGHTS
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There are no provisions for pre-emptive rights under the
Company’'s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro rata basis
to existing shareholders.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS
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The Company has received, from each of the independent
non-executive directors, an annual confirmation of the
independence pursuant to Rule 3.13 of the Listing Rules on
the Stock Exchange. The Company considers all of the
independent non-executive director are independent.

SUFFICIENCY OF PUBLIC FLOAT

\
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The Company has maintained a sufficient public float
throughout the period from 1st October, 2005 to 31st
December, 2006.

DONATIONS
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184,000/8 JT °

HERRSEE

During the period, the Group made charitable and other
donations amounting to HK$184,000.

POST BALANCE SHEET EVENTS
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Details of significant events occurring after the balance sheet
date are set out in note 34 to the consolidated financial
statements.

INDEPENDENT AUDITOR
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Except for the period from 1st October, 2003 to 30th
September, 2004, in which Messrs. Ernst & Young, who
acted as auditor of the Company, Messrs. Deloitte Touche
Tohmatsu have acted as auditor of the Company for the
past three years. A resolution will be submitted to the annual
general meeting to re-appoint them as auditor.

On behalf of the Board

CHOW TAK HUNG
CHAIRMAN

Hong Kong
23rd April, 2007
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