REPORT OF THE DIRECTORS

The directors present their annual report and the audited financial
statements for the year ended 30th September, 2006.

PRINCIPAL ACTIVITIES

The principal activities of the Company are property investment
and investment holding. The principal activities of the Company’s
subsidiaries and jointly controlled entity are set out in notes 19
and 20 to the financial statements respectively.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 30th September, 2006
are set out in the consolidated income statement on page 29.

An interim dividend of HK$0.03 per share amounting to
HK$3,305,000 was paid to the shareholders during the year. The
directors now recommend the payment of a final dividend of
HK$0.12 per share to the shareholders on the register of members
on 27th December, 2006, amounting to HK$13,222,000.

MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity and financial resources

The Group will maintain its conservative financial approach to the
funding and treasury policies. At 30th September, 2006, the
shareholders’ funds were HK$1,386.4 million, an increase of
HK$135.9 million from HK$1,250.5 million at 30th September,
2005. The increase was mainly due to the upward revaluation of
the Group’s investment properties.

At 30th September, 2006, the Group’s total borrowings which
were denominated in Hong Kong dollars were HK$209.2 million, a
decrease of HK$11.7 million from HK$220.9 million last year. The
decrease was due to repayment of borrowings out of the net
income from operating activities. A bank’s term loan of HK$143.1
million will be repaid at the end of the year. This leads to the
increase of borrowings repayable within one year from HK$77.8
million in 30.9.2005 to HK$209.2 million in 30.9.2006. The
directors are confident that this term loan will be extended by the
bank before the due date. At 30th September, 2006, the Group
had outstanding bank overdraft of HK$1.1 million, which carried
interest chargeable at prime rate less a margin, whereas interest
on remaining borrowings of HK$208.1 million was chargeable at
HIBOR plus a margin, At 30th September, 2006, the debt to equity
ratio, based on the Group’s total borrowings of HK$209.2 million
and its net assets value of HK$1,386.4 million, was 15.1% , as
compared with 17.7% on 30th September, 2005. The decrease
was mainly due to the upward revaluation of the Group’s
investment properties as mentioned above.
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REPORT OF THE DIRECTORS (Continued)

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Liquidity and financial resources(Continued)

At 30th September, 2006, investment properties and properties for
own use of the Group with an aggregate carrying value of
HK$1,646.8 million and HK$3.8 million respectively were pledged
to banks to secure the general banking facilities granted to the
Group.

As at 30th September, 2006, the Group had undrawn banking
facilities of HK$264 million which will provide adequate funding for
the Group’s operational and capital expenditure requirement.

As at 30th September, 2006, the Group had contingent liabilities in
respect of guarantees issued to secure the bank loans to the
extent of HK$16 million granted to the subsidiary of the Group’s
jointly controlled entity. The extent of banking facilities utilised by
the subsidiary of the jointly controlled entity and guaranteed by
the Group at 30th September, 2006 was approximately HK$16
million.

Employees

At 30th September, 2006, the Group had 117 employees and the
employee’s cost including directors’ emoluments for the year
amounted to approximately HK$16.1 million which was similar to
that of last year. There was no change in employment and
remuneration policies of the Group and the Group does not have
any share option scheme for employees.

RESERVES
Movements in the reserves of the Group and the Company during
the year are set out in note 31 to the financial statements.

INVESTMENT PROPERTIES

Details of movements in the investment properties of the Group
and the Company are set out in note 15 to the financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group and the Company are set out in note 16 to the financial
statements.
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REPORT OF THE DIRECTORS (Continued)

MAJOR CUSTOMERS AND SUPPLIERS

For the financial year ended 30th September, 2006, the five
largest customers of the Group accounted for less than 30% of the
Group’s turnover. The five largest suppliers of the Group accounted
for approximately 60% of the Group’s total purchases for the year
and purchases from the largest supplier included therein accounted
for approximately 19%.

At no time during the year did a director, an associate of a director
or a shareholder of the Company (which to the knowledge of the
directors owns more than 5% of the Company’s share capital)
have an interest in any of the Group’s five largest suppliers.

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

Mr. Wong Bing Lai

Mr. Wong Tat Chang, Abraham

Mr. Wong Tat Kee, David

Mr. Wong Tat Sum, Samuel

Mdm. Lam Hsieh Li Chen, Linda *

Mr. Li Kwok Sing, Aubrey *

Mr. Sit Hoi Wah, Kenneth *  (appointed on 10th October, 2005)

* Independent non-executive directors

In accordance with the Company’s Articles of Association, Mr.
Wong Bing Lai, Mr. Wong Tat Chang, Abraham and Mr. Wong Tat
Kee, David will retire by rotation from the board at the forthcoming
Annual General Meeting and, being eligible, offers themselves for
re-election.
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REPORT OF THE DIRECTORS (Continued) BEESRFE (B

DIRECTORS’ INTERESTS IN SHARES EBEROER

At 30th September, 2006, the interests of the directors and chief RIZZEZRFNLA=TH - ZBHFREEKY
executives and their associates in the shares of the Company and E352M6Mm R 2 BB MAraasE - sl L AF
its associated corporations as recorded in the register maintained BERETESRGZIFETAUMAARNT REH
by the Company pursuant to Section 352 of the Securities and BEERSAAERATELE BN TEER
Futures Ordinance, or otherwise notified to the Company and The ITEARE R B A LB AN A B R E B
Stock Exchange of Hong Kong Limited pursuant to the Model DALz ERET

Code for Securities Transactions by Directors of Listed Companies,
were as follows:

(a)  Long position interests in the Company (@) MARRBZIFEEZ

Number of ordinary shares

EBEkRgE
Percentage of
the issued
share capital
Personal Family Other of the Company
Name of director interests interests interests Total ADF BT
EEpE BAER RikRER Hittig s wst BEzE D=
(note 1) (note 2)
(P =E1) (Pf5E2)
Wong Tat Chang, Abraham
BEE 450,800 - 56,806,234 57,257,034 52.0%
Wong Tat Kee, David
EEH - - 56,806,234 56,806,234 51.6%
Wong Tat Sum, Samuel
BER - 28,800 56,806,234 56,835,034 51.6%
Lam Hsieh Li Chen, Linda
HAHEIE 104,420 - - 104,420 0.1%
(b)  Long position interests in Elephant Holdings Limited (b) RARTZMBATARRITERAT ([X
("EHL"), a subsidiary of the Company RIT]) 2 R
Number of ordinary shares
EEkRgE
Percentage of
the issued
share capital
Personal Other of EHL
Name of director interests interests Total RETERT
EEpE BAER Hitrigs st BEzBD=E
(note 2)
GER)
Wong Tat Chang, Abraham
BEE 10 4,784 4,794 47.9%
Wong Tat Kee, David
EE - 4,784 4,784 47.8%
Wong Tat Sum, Samuel
BER - 4,784 4,784 47.8%
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REPORT OF THE DIRECTORS (Continued)

DIRECTORS’ INTERESTS IN SHARES (Continued)
Notes:

©! Mr. Wong Tat Sum, Samuel is deemed to be interested in 28,800
ordinary shares of the Company, being the interest held
beneficially by his spouse.

2) Shares included in other interests are beneficially owned by
discretionary trusts of which Messrs. Wong Tat Chang, Abraham,
Wong Tat Kee, David and Wong Tat Sum, Samuel are
beneficiaries and the number of shares in each of the above
companies are duplicated for each of these three directors.

Save as disclosed above, at 30th September, 2006, none of the
directors or chief executives, nor their associates, had any
interests or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations.

CONNECTED TRANSACTIONS

Details of the related party transactions are set out in note 40 to
the financial statements. As these transactions are exempted
continuing connected transactions, none of these connected
transactions constitutes a discloseable connected transaction as
defined under the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”).

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE
Other than as disclosed in note 40 to the financial statements, no
contracts of significance to which the Company or any of its
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.

SERVICE AND MANAGEMENT CONTRACTS

No director 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 employing
company within one year without the payment of compensation
(other than statutory compensation).

No contracts of significance concerning the management and
administration of the whole or any substantial part of the business
of the Company or any of its subsidiaries were entered into during
the year or subsisted at the end of the year.

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the year was the Company or any of its
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.
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REPORT OF THE DIRECTORS (Continued)

SUBSTANTIAL SHAREHOLDERS

At 30th September, 2006, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
Securities and Futures Ordinance showed that, other than the
interests disclosed above in respect of directors, the following
shareholder had notified the Company of relevant interests in the
issued share capital of the Company:

Number of Percentage of the

ordinary shares  issued share capital

Name in the Company of the Company
Madison Profits Limited 22,827,632 (Note) 20.7%

Note: These 22,827,632 shares were taken to be the corporate interests of
Mdm. Kung, Nina pursuant to the Securities and Futures Ordinance.

Save as disclosed above, the Company had not been notified by
any person, not being a director, of interests or short positions in
the shares and underlying shares of the Company as required to
be recorded in the register pursuant to Section 336 of the
Securities and Futures Ordinance.

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s shares during the year.

RETIREMENT BENEFIT SCHEME

The Group operates the mandatory provident fund scheme (“MPF
Scheme”) for all qualifying employees in accordance with the
Mandatory Provident Fund Schemes Ordinance (the “Ordinance”).
The assets of the MPF Scheme are held separately from those of
the Group, in funds under the control of trustees.

The Group’s contributions to the MPF Scheme were calculated at
5% of the employee’s monthly relevant income. Any contributions
which exceed the contributions required under the Ordinance are
paid to the MPF Scheme as voluntary contribution.

Contributions to the MPF Scheme for the year made by the Group
amounted to HK$645,000. At 30th September, 2006, no material
forfeited contribution which arose upon employees leaving the
retirement benefit scheme was available to reduce the contributions
payable in future years.

Save as aforementioned, no retirement benefits were paid or are
payable by the Group in respect of the year.
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REPORT OF THE DIRECTORS (Continued)

CORPORATE GOVERNANCE
The Company’s corporate governance practices are set out in the
Corporate Governance Report on pages 11 to 20.

AUDIT COMMITTEE

The Company’s audit committee is composed of all the three
independent non-executive directors of the Company. The Audit
Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed
auditing, internal control and financial reporting matters including
the review of the consolidated financial statements for the year
ended 30th September, 2006 with the executive directors.

EMOLUMENT POLICY

The emoluments of employees of the Group were determined on
the basis of their performance, experience and prevailing industry
practices.

The Company determined the emoluments of the directors on the
basis of the market competitiveness, duties and performance.

SUFFICIENCY OF PUBLIC FLOAT
The Company has maintained a sufficient public float throughout
the year ended 30th September, 2006.

AUDITORS

A resolution to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors of the Company will be proposed at the forthcoming
annual general meeting.

On behalf of the Board
Wong Bing Lai
Chairman

Hong Kong, 22nd November, 2006
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