The directors herein present their annual report together with the
audited financial statements of the Company and the Group for the
year ended 31 December 20086.

The principal activity of the Company consists of investment
holding. Details of the principal activities of the principal

subsidiaries are set out in note 12 to the financial statements.

The profit and cash flows of the Group for the year ended 31
December 2006 and the state of affairs of the Company and the
Group at that date are set out in the financial statements on pages
35 to 135.

The directors do not recommend the payment of any dividend in

respect of the year.

A summary of the results and of the assets, liabilities and minority
interests of the Group for the last five financial years is set out

below.
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RESULTS &
Turnover e 128,349 46,441 46,692 62,631
Profit/(loss) before taxation BrEiATZE R, (E51E) 140,306 547386 (38,499)  (113,327)
Income tax FRiEH (28,244) (93,025) (1,533) (2,671)
Profit/(loss) before RetDBIRR S
minority interests RIZF],/ (Ei8) 112,062 454,361 (40,032)  (115,998)
Minority interests DB R M A 3,069 79 (1,094) 20
Profit/(loss) attributable R ER 1S
to shareholders ar,/ (E8) 115,131 454,440 (41,126)  (115,978)
ASSETS, LIABILITIES AND MINORITY INTERESTS BE -  BERVERRESR
Total assets HBEE 2,406,180 2,397915 1,831,110 1,866,391
Total liabilities RSN (713,620) (817441) (603,446) (605,482)
Minority interests DY R A - (3,052) (3,159) (2,090)
Net assets BEFE 1,692,560 1,677422 1,224,505 1,258,819




Details of movements in the fixed assets of the Group are set out

in note 11 to the financial statements.

Details of movements in the Company's share capital during the
year, together with the reasons therefor, are set out in note 24 to
the financial statements.

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.

Details of movements in the reserves of the Company and the
Group during the year are set out in note 24 to the financial
statements and in the consolidated summary statement of

changes in equity.

At 31st December, 2006, the Company's reserves available for
distribution calculated in accordance with the provisions of the
Companies Act 1981 of Bermuda (as amended) amounted to
approximately HK$1,368,062,000. In addition, the Company's
share premium account, in the amount of approximately
HK$196,873,000, may be distributed in the form of fully paid
bonus shares.

During the year, the Group made charitable contributions totalling
approximately HK$56,700 (2005: HK$85,000).
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In the year under review, sales to the Group's five largest
customers accounted for less than 30% (2005: 73%) of the total

sales for the year.

Purchases from the Group's five largest suppliers accounted for
51% (2005: less than 30%) of the total purchases for the year.

The directors who held office during the year and up to the date of

this report were:-

EXECUTIVE DIRECTORS:—
Cheong Pin Chuan, Patrick
Cheong Kim Pong
Cheong Sim Eng

INDEPENDENT NON-EXECUTIVE DIRECTORS:—
Kan Fook Yee

Lai Hing Chiu, Dominic

Chan Yee Hoi, Robert

NON-EXECUTIVE DIRECTOR:—
Lim Ghee
Cheong Hooi Kheng (alternate to Madam Lim Ghee)

In accordance with bye-law 87 of the Company’s bye-laws,
Mr. Cheong Kim Pong and Mr. Chan Yee Hoi, Robert will retire
and, being eligible, will offer themselves for re-election at the

forthcoming annual general meeting.

The Company has received from each independent non-executive
director an annual confirmation of his independence pursuant to
Rule 3.13 of the Listing Rules and the Company considered all of
them to be independent.
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No director proposed for re-election at the forthcoming annual

general meeting has a service contract with the Company which

is not determinable by the Company within one year without

payment of compensation, other than statutory compensation.

At 31 December 2006, the interests and short positions of

directors and chief executive in shares, underlying shares and

debentures of the Company and its associated corporations as

required to be disclosed under and within the meaning of Part

XV of the Securities and Futures Ordinance (the “SFQ") were as

follows:-

(I) LONG POSITIONS IN SHARES AND UNDERLYING SHARES OF THE

ComPANY:—

Cheong Pin Chuan, Patrick  &Exté 602,645,787 3,397000

Cheong Kim Pong EeRE 602,645,787 -

Cheong Sim Eng BRE 602,645,787 -

Cheong Hooi Kheng EEH 602,645,787 2,000,000
(Note (b)) (HI5E (b))

Notes:

(a) These directors were deemed to have corporate interests in the shares

in the Company by virtue of their beneficial interests in the shares in

Hong Fok Corporation Limited (“HFC"), a substantial shareholder of

the Company. The 602,645,787 shares represented the same interests

and were duplicated amongst these directors.

(b) Ms. Cheong Hooi Kheng's directorship is alternate to Mdm. Lim Ghee.
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(1) LONG POSITIONS IN SHARES OF AN ASSOCIATED CORPORATION — HFC

(i) R—BBHELAT—BEEXZRDZ

RE
Cheong Pin Chuan, Patrick Eni 5,163,140 1,125,300 94,098,912 121,336,000 221,723,352 37%
Cheong Kim Pong Eer 2,571,980 503,000 94,098,912 121,336,000 218,509,892 36%
Cheong Sim Eng EHRE 60,279,000 207,000 27,921,512 121,336,000 209,743,512 35%
Cheong Hooi Kheng EEH 9,234,820 - - 121,336,000 130,570,820 22%

{Note (c)) (35 ()
Notes: MEE -
(a) These shares were beneficially held by a number of companies in (a) ZEBRNBESFREER R 2ZER
which the directors had beneficial interests. AE=EMEA -

(b) These shares were beneficially held by Winfoong Holding Limited, a
wholly-owned subsidiary of the Company. The directors were deemed
to have interests in the shares in HFC by virtue of their direct and
indirect interests in the Company.

(c) Ms. Cheong Hooi Kheng's directorship is alternate to Mdm. Lim Ghee.

Save as disclosed above, as at 31 December 2006, none of the
directors and the chief executive of the Company were, under
Divisions 7 and 8 of Part XV of the SFO, taken to be interested
or deemed to have any other interests or short positions in
shares, underlying shares or debentures of the Company and its
associated corporations, that were required to be entered into
the register kept by the Company pursuant to section 352 of the
SFO or were required to be 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 in the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”).
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The Company operates a share option scheme, further details of
which are set out in note 22 to the financial statements.

Apart from as disclosed under the sections headed “Directors’
interests” and “Share option schemes” above, at no time during
the year was the Company or any of its subsidiaries a party to any
arrangement to enable the Company's directors, their respective
spouse or children under 18 years of age to acquire benefits
by means of the acquisition of shares in or debentures of the

Company or any other body corporate.

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 subsisted at the end of year or at any time

during the year.

During the year, none of the directors have any interests in

competing business of the Group.

At 31 December 2006, the following persons (not being directors
or chief executive of the Company) had an interest in the following
long positions in the shares and underlying shares of the Company
as recorded in the register required to be kept under section 336
of the SFO.
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HFL International Consortium HFL International Consortium

Limited ("HFL’) Limited ("HFL') 555,202,784

Hong Fok Enterprises Limited BRESBRAR
("HFE") ([%BE5]) (i
Hong Fok Investment Holding BRERAR([EE])

Company, Limited ("HFIH") (ii) 47443,003
Hong Fok Corporation Limited BREEBRAR
("HFC") ([BBEE]) (iii -
Barragan Trading Corp. Barragan Trading Corp. 285,312,566
Praise Time Co Limited Praise Time Co Limited 136,000,000
Notes: Bisx
(i) HFE was deemed to have the same beneficial interests as its wholly-owned (i)
subsidiary, HFL, did in the issued share capital of the Company by virtue of
HFE's interest in HFL.
(ii) HFIH was deemed to have the same beneficial interests as its wholly- (ii)
owned subsidiary, HFE, did in the issued share capital of the Company by
virtue of HFIH's interest in HFE. In addition, HFIH was directly interested in
approximately 3% of the issued share capital of the Company.
(iii) HFC was deemed to have the same beneficial interests as its wholly-owned (iii)
subsidiary, HFIH, did in the issued share capital of the Company by virtue of
HFC's interest in HFIH.
Save as disclosed above, no other person was recorded in the B

register required to be kept under section 336 of the SFO as
having an interest or short position in the shares and underlying

shares of the Company as at 31 December 2006.

- 555,202,784 37%
555,202,784 555,202,784 37%
565,202,784 602,645,787 40%
602,645,787 602,645,787 40%

- 285,312,566 19%

- 136,000,000 9%
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Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company'’s listed securities during the year.

There is no significant event subsequent to the balance sheet date
as at 31 December 2006.

Based on the information that is publicly available to the Company
and within the knowledge of the directors, the Company has
maintained the prescribed amount of public float during the year
and up to the date of this report as required under the Listing

Rules.

In November 2005, PKF resigned as auditors of the Company.
Appointment of CCIF CPA Limited as auditors of the Company was
approved in January 2006.

CCIF CPA Limited retire and a resolution for their reappointment
as auditors of the Company will be proposed at the forthcoming

annual general meeting.

On behalf of the Board

Cheong Pin Chuan, Patrick

Chairman

Hong Kong, 28 February 2007
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