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REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements
of the Company and its subsidiaries (the “Group”) for the year ended
31 March 2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The Group is
principally engaged in the distribution, supply and installation of piped
natural gas business in the PRC and the holding and leasing of properties
in the PRC and the provision of welfare lottery operating systems and
ancillary services. The principle activities of its subsidiaries are set out in
note 37 to the financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2006 are set out
in the consolidated income statement on page 50.

The directors do not recommend the payment of a final dividend for
the year ended 31 March 2006 (2005: nil).

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group acquired and disposed of property, plant

and equipment of HK$119,363,000 and HK$27,000 respectively.

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

SHARE CAPITAL

Details of movements during the year in the share capital of the Company
are set out in note 26 to the financial statements.

RESERVES

Detalils of movements in the reserves of the Group during the year are
set out in the consolidated statements of changes in equity on page 53.

DISTRIBUTABLE RESERVES

As at 31 March 2006, the Company did not have any distributable
reserve.
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REPORT OF THE DIRECTORS
EEEHE

DIRECTORS

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

Executive directors:

Xu Ruixin (Honourable Chairman)

(appointed on 11 April 2005)
Liu Jing (Chairman)

(appointed on 11 April 2005)
Mo Shikang (Managing Director)
Zhang Hesheng (Deputy Chairman)
Zhu Peifeng (Deputy Chairman)
Jin Song

(appointed on 11 April 2005)
Yan Wing Cheung

(appointed on 15 July 2005)
Ong Chi King

(resigned on 15 July 2005)
Wang Ke Duan

(resigned on 11 April 2005)
Tjia Boen Sien

(resigned on 11 April 2005)
Wang Jing Ning

(resigned on 11 April 2005)
Keung Kwok Cheung

(resigned on 11 April 2005)
Kong Kwok Fai

(resigned on 11 April 2005)

Independent non-executive directors:

Liu Junmin

(appointed on 11 April 2005)
Tan Qinglian

(appointed on 11 April 2005)
Wong Shing Kay, Oliver
Siu Man Po

(resigned on 11 April 2005)
Wong Sin Yee

(resigned on 11 April 2005)
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REPORT OF THE DIRECTORS

DIRECTORS (Continued)

In accordance with Bye-Law 99 of the Company's Bye-Laws, Mr. Mo
Shikang, Mr. Zhang Hesheng, Mr. Zhu Peifeng and Mr. Wong Shing Kay,
Oliver will retire by rotation at the forthcoming annual general meeting
and, being eligible, Mr. Mo Shikang, Mr. Zhang Hesheng and Mr. Zhu
Peifeng will offer themselves for re-election at the forthcoming annual
general meeting, but Mr. Wong Shing Kay, Oliver will not offer himself
for re-election at the forthcoming annual general meeting. Therefore
the Company proposes to appoint Mr. Chan Chuk Cheung Ivan as the
new independent non-executive director at the forthcoming Annual
General Meeting to fill the vacancy arising therefrom.

DIRECTORS’ SERVICE CONTRACTS
No proposed director for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group

within one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING

SHARES

As at 31 March 2006, the interests of the directors and their associates
in the shares and share options of the Company or its associated

corporations, 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 for Securities Transactions by Directors of Listed Companies, were

as follows:

ESRRORERKRGZHES
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(a) Issued shares (a) BRITRHG
Approximate
percentage of
the Company’s
issued share capital
b N
Name Capacity Number of shares 2RITRA
=t 14 BRHEE ZHHBEIL
Super Win Development Beneficial owner 1,100,798,538 38.15%
Limited (“Super Win") BB
Asian Allied Limited Through a controlled corporation 1,100,798,538 38.15%
("Asian Allied") (Note 1)
BBESIRREAE
(H1aE1)
Mr. Mo Shikang Through controlled corporations 1,100,798,538 38.15%
BEHREEE (Note 1 and 2)
BBAESINRER
(a1 K2)
Notes: ftet

1. Asian Allied is interested in the same block of 1,100,798,538 shares
registered under the name of Super Win, its wholly-owned

subsidiary.

2. Mr. Mo Shikang is the beneficial owner of 42.75% of the issued
share capital of Asian Allied. Pursuant to the provisions of Part XV
of the SFO, Mr. Mo Shikang is deemed to be interested in the
same block of 1,100,798,538 shares in which Asian Allied has an

attributable interest.
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING EFERBCRERKNZES ()
SHARES (Continued)

(b) Shares Options (b) HERERHE

Closing price
before date

Number of of grant Exercise price

Name Capacity Options REHAH Exercise period  per share

=g 54 BREHE AT B T SRTEE

(HK3)

CET)

Liu Jing Beneficial owner 26,000,000 0.365 12 October 2005 0.365
2R BE=BA to 3 April 2007
—“EERFTA+T=HE
—EE+FMA=H

Mo Shikang Beneficial owner 2,600,000 0.365 12 October 2005 0.365
HHtE BE=HBA to 3 April 2007
—TTRFE+A+ZHZE
—EE+FIMA=H

Zhu Peifeng Beneficial owner 2,600,000 0.365 12 October 2005 0.365
KIEE BE=mAA to 3 April 2007
—EENF+ATZHZE
—ETLFMA=H

Zhang Hesheng  Beneficial owner 2,600,000 0.365 12 October 2005 0.365
SRAIAE EREAEA to 3 April 2007
—EENF+ATZHZE
ZEEHFUA=R

Jin Song Beneficial owner 26,000,000 0.365 12 October 2005 0.365
Eaj/\ =B A to 3 April 2007
—EENF+ATZHEE
R FUA=R

Yan Wing Cheung Beneficial owner 26,000,000 0.395 17 May 2006 0.400
BIKHE B=EBA to 3 April 2007
—EERFRA+TERE
—EE+FMA=H

Save as disclosed above, none of the directors nor their associates B EEEI R BB NE=J=+—
had any interests in any shares and underlying shares of the A EEAAEE AR E A TR AD TR
Company or any of its associated corporations as at 31 March H AT (AR =B > (E iR 15 S AR IR 15 h
2006. A AT o
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SHARE OPTION SCHEME

Particulars of the Company's share option scheme are set out in note
27 to the financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, any of its subsidiaries or
fellow 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.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Other than as disclosed in note 36 to the financial statements, there
are no contracts of significance to which the Company, any of its
subsidiaries or fellow 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 year or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS

As at 31 March 2006, according to the register maintained by the
Company pursuant to Section 336 of the SFO, the following persons
were, directly or indirectly, beneficially interested in 5% or more of the

issued share capital and share options of the Company.
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FEERE

R-BBAF=A=T+—8  BEAATE
B RAE D EIS6HEATE 2 TR
UTATEESIRE R SREARTEE

IS BRI 2 5003 bA_E RS

Number of
underlying shares Percentage of
(under equity the Company's
derivatives of issued
the Company) share capital
Numberof  HERHHA Aggregate ]
Name of shareholder Capacity and nature of interest shares held (RARBRAE interest BEARA
RREH ERGARME BERGEE  fTETHET) ERAE BAK
Super Win Directly beneficially owned 1,100,798,538 - 1,100,798,538 38.15%
ERERRS
Asian Allied Through a controlled corporation (Note 7) 1,100,798,538 - 1,100,798,538 38.15%
BEAEHINESE (W)
Mr. Mo Shikang Through controlled corporations 1,100,798,538 2,600,000 1,103,398,538 38.24%
Bt REA (Note 1 and 2)
BEAEBIAAES (W31 R2)
Equator View Capital Directly beneficially owned (Note 3) 73,843,570 217490318 291,333,888 10.10%
("Equator View") BEEREA (W3)
DKR Soundshore Oasis Through a controlled corporation (Note 4) 73,843,570 217490318 291,333,888 10.10%
Holding Fund Limited RBMERIARSE (Hit4)
("DKR Soundshore”)
DKR Oasis Management Co. LP Investment Manager 73,843,570 217490318 291,333,888 10.10%
("DKR Oasis Management") RELE
DKR Capital Partners LP Through controlled corporations (Note 5) 73,843,570 217490318 291,333,888 10.10%
("DKR Capital") BRAZHILARE (1)
DKR Management Co. Inc. Through controlled corporations (Note 5) 73,843,570 217490318 291,333,888 10.10%
('DKR Management") RBFEHIRAEE (i)
DKR Capital Inc. Through controlled corporations (Note 5) 73,843,570 217490318 291,333,888 10.10%
BBEHAREE (i)
Qasis Management Holdings LLC Through controlled corporations (note 6) 73,843,570 217490318 291,333,888 10.10%

("Oasis Management”)

BRMEHIATINE (Hito)
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SUBSTANTIAL SHAREHOLDERS (Continued)

Notes:

Super Win holds 1,100,798,538 shares in the Company. By virtue of
Super Win being a wholly-owned subsidiary of Asian Allied, Asian Allied is
deemed to be interested in the 1,100,798,538 shares held by Super
Win.

Mr. Mo Shikang is the beneficial owner of 42.75% of the issued share
capital of Asian Allied. Pursuant to the provisions of Part XV of the SFO,
Mr. Mo Shikang is deemed to be interested in the same block of
1,100,798,538 shares in which Asian Allied has an attributable interest.

Equator View entered into a conditional subscription agreement with the
Company on 7 September 2005 to subscribe for US$20,000,000
convertible bonds (the “Convertible Bonds") from the Company. The
Convertible Bonds were issued to Equator View on 28 October 2005. On
31 March 2006, the outstanding principal amount of the Convertible
Bonds are US$10,000,000.

Equator View interests in 291,333,888 shares in the Company. By virtue
of Equator View being a 95% owned subsidiary of DKR Soundshore.
DKR Soundshore is deemed to be interested in the 291,333,888 shares
held by Equator View.

DKR Qasis Management controls 291,333,888 shares owned by Equator
View. By virtue of DKR Oasis Management being a 519% owned subsidiary
of DKR Capital, and DKR Capital being 50% each owned by DKR
Management and DKR Capital Inc., and DKR Management is wholly-owned
by DKR Capital Inc, each of DKR Capital, DKR Management and DKR
Capital Inc. is deemed to be interested in the 291,333,888 shares owned
by Equator View.

Qasis Management is interested in 49% of the entire issued share capital
of DKR Qasis Management and is therefore entitled to exercise or control
the exercise of one third or more of the voting power at general meetings
of DKR Qasis Management. By virtue of the provisions of Part XV of the
SFO, Oasis Management is deemed to be interested in the same block of
291,333,888 shares in which DKR Oasis Management is interested.

Other than as disclosed above, the Company has not been notified of

any other relevant interests in the issued share capital of the Company
as at 31 March 2006.
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MAIJOR CUSTOMERS AND SUPPLIERS

During the year, sales to the Group's five largest customers accounted
for approximately 34% of the total sales for the year, and sales to the
largest customer included therein amounted to approximately 13%.
Purchases from the Group's five largest suppliers accounted for
approximately 79% of the total purchases for the year, and purchases
from the largest supplier included therein amounted to approximately
41%.

None of the directors of the Company, 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 or suppliers.

COMPETITION AND CONFLICTS OF INTERESTS

None of the directors or substantial shareholders of the Company or
any of their respective associates has engaged in any business that
competes or may compete with the business of the Group or has any
other conflict of interests with the Group.

EMOLUMENT POLICY

The emolument policy regarding the employees of the Group is set up
by the Remuneration Committee and is based on their merit,
qualifications and competence.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Company's operating results, individual
performance and comparable market statistics. No director, or any of
his associates, and executive is involved in dealing his own remuneration.

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme is set out in
note 27 to the financial statements.

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.

PRE-EMPTIVE RIGHTS
There is no provision 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.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the publicly available information and to the best knowledge
of the directors, the Company has maintained a sufficient public float
during the year as required under the Listing Rules.

CORPORATE GOVERNANCE

Particulars of the Company's corporate governance practices are set
out in the Corporate Governance Report on pages 35 to 47.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his/her independence pursuant to
Rule 3.13 of the Listing Rules. The Company considers all of the
independent non-executive directors are independent.

POST BALANCE SHEET EVENTS

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

AUDITORS

On 23 March 2005, Messrs. Ernst & Young, who acts as auditors for the
period from 1 April 2002 to 31 March 2004, resigned and Messrs.
Deloitte Touche Tohmatsu were appointed as auditors of the Company.

The financial statements have been audited by Messrs. Deloitte Touche
Tohmatsu who will retire and being eligible, offer themselves for re-
appointment. A resolution will be submitted to the forthcoming annual
general meeting to re-appoint the auditors, Messrs. Deloitte Touche
Tohmatsu.

On behalf of the Board

MO SHIKANG
Managing Director

Hong Kong, 1 September 2006
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