Directors’ Report
EEEWRE

The Directors submit herewith their report together with the
audited financial statements of the Company and the Group for
the year ended 31 December 2005.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in the provision of financial
services including broking, securities margin financing, money
lending, investment trading and holding, corporate finance and
asset management.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 16 to the financial statements.

RESULTS

The results of the Group for the year ended 31 December 2005
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 31 to 92.

The Directors do not recommend the payment of any dividend in
respect of the year ended 31 December 2005.

SHARE CAPITAL
Details of the movements in share capital of the Company during
the year are set out in note 24 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 28 to the financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, turnover attributable to the Group’s
five largest customers accounted for less than 30% of the total
turnover for the year.

The Group is a provider of financial services. In the opinion of
the Directors, it is therefore of no value to disclose details of the
Group’s suppliers.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in property, plant and equipment during
the year are set out in note 14 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
Lee Huei Lin

Boo Chun Lon

Independent Non-executive Directors
Yuen Wai Ho

On Kien Quoc

Chow Siu Ngor

In accordance with Bye-law 99 of the Bye-laws, Ms Lee Huei Lin
and Mr Yuen Wai Ho retire and, are eligible for re-election at the
forthcoming annual general meeting. Mr Yuen Wai Ho offers
himself for re-election at the forthcoming annual general meeting.
Ms Lee Huei Lin retires and, due to personal reasons, does not
offer herself 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 32 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’ Report (continued)
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DIRECTORS’" AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 31 December 2005, 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

EERFETHRAEBZESES

R-ZBERAF+_A=+—HB EERARQTF
FETBRABRBESEZHBATRARR ZK
DHREEREZFSBEKRD ([FHEERHAEK
Bll) FI2BABACBERARAFE2EMES
BRRABIBEZLEFUNENERATRE
EHMEXSHERAR ([BXAT]) 2R
KEWT

RAEALXBTEBROOMNEBLEER (KR
] 2HR

Percentage of
issued share capital

EENA BoEBE #IZER HERTREABDL

Chan How Chung, Victor 1,617,902,690 Interest of a controlled 53.93%
("Mr Chan") (Note) corporation

BREFR (TBREAE]) (Fax) SEHARER

Note:

Mr Chan was taken to be interested in 1,617,902,690 Shares by virtue of his
83.88% attributable shareholding interest in TingKong-RexCapital Holdings
Limited. TingKong-RexCapital Holdings Limited is a contributory of TKR Finance
Limited (in liquidation), which had a security interest over such Shares.
TingKong-RexCapital Holdings Limited was owned as to 52.1% by REXCAPITAL
Partners Incorporated and as to 44.8% by Mr Chan. REXCAPITAL Partners
Incorporated was owned as to 75% by Mr Chan.

Save as disclosed above, as at 31 December 2005, 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
guotations 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 2005, no Director had any interests in options
to subscribe for shares of the Company. During the year ended
31 December 2005, 210,000,000 number of share options were
granted under the Scheme. The closing price of the Shares on 23
September 2005, being the trading date immediately before the
date of grant of such options, was HK$0.086. The total number
of Shares available for issue under the Scheme was 300,000,000
Shares (representing 8.33% 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$7,040,000. Key assumptions used
in the valuation of the options granted on 26 September 2005
include a expected volatility of share price of 80% per annum, a
risk-free rate of interest of 3.81% 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)

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

Number of options
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DEBENTURES

Save as disclosed above, at no time during the year was the
Company, its holding companies, its fellow subsidiaries or any of
its subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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Directors’ Report (continued)
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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

EERBRFEUERBh 2ER

iR £ R AE 810 - W FATHEG M8
A RAEEEGAEERNESE T B
EHBBRBEMT

Competing business

ANEIBRE HEMEK

1 RPI Finance Limited (“RPI") Money lending
WEGBEERAR ([HEHHE]) =5

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

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

4 TKR Finance Limited (“TKRF") (in liquidation)
SENRMBEERAR ([RRERUBK]) OFEF)

Mr Chan How Chung, Victor is a director and deemed to be the
substantial shareholder of the above companies. Ms Lee Huei Lin
is a director of these companies. The terms and conditions of
the financing loans of each of RPI, D&M and TKRF 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
directors, in the performance of their duties as directors of the
Company, have acted and will continue to act in the best
commercial interest of the Group.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2005, 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

Securities dealing
Money lending

s =
B A

MERLERESRERALRARZEEZR
R -TEBRLULTALRARZES - FEH
% -D&AMESEHRVMBSEZHBERZ
BRAREHOETMSEMTHEEE R EAT
ERE T » Drake & Morgan I & P B AN & @ R
B XBEERATFBRARTELET - RHIET
LB FEBIRARE  BEES (REATE
ZRAEARRESTZHBER) KEUBeHE
FOFEASEREREN R 2T -

FERR

RZZETERAF+ZA=+—8 BAQRRE
BHELEEGROE3B6HKATFE 2 ELMA
#H - THET (BRARA—REFH—HTHK
ABIN) RERBROPHERE 2 EZIOXE N
B

Percentage of
issued share capital

BERBEE BRHOEBE ®#ZEH HERITREABS L
Kingly Profits Corporation 1,998,805,635 Beneficial and other interests 66.63%
(Note) EmkHthiEz
(P 5E)
TKR Finance Limited (in liquidation) 1,764,102,690  Security interest 58.80%

REEARMGERAR (BBT)
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SUBSTANTIAL SHAREHOLDERS (continued)

Note:

Kingly Profits Corporation was owned as to 70.18% by King United Agents
Limited. King United Agents Limited was wholly owned by Mr To Shu Fai.

Save as disclosed above, the register required to be kept under
Section 336 of the SFO shows that as at 31 December 2005, 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.

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 2005.

CONNECTED TRANSACTIONS

Particulars of connected transactions of the Company and the
Group during the year ended 31 December 2005 are set out in
note 32 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 2005, the total brokerage
commission and interest income received from associates of
certain Directors in relation to margin securities trading amounted
to HK$1,048,000. Total outstanding sum due from these
associates in respect of the margin financing as at 31 December
2005 was HK$8,788,000. The outstanding amount in the margin
accounts had been fully repaid subsequent to the year ended
31 December 2005.

BANK LOANS AND OTHER BORROWINGS
Details of bank borrowings of the Company and the Group as at
31 December 2005 are set out in note 27 to the financial
statements.
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Directors’ Report (continued)
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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 93.

RETIREMENT BENEFIT SCHEME
Particulars of the retirement benefit scheme of the Group are set
out in note 29 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.

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 14 to 19.

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 33 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 2006
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