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A NEW LANDSCAPE

The year 2006 saw HKC achieve a number of significant
milestones in the transformation that has been ongoing
since the Group changed ownership and brought in new
management in 2004. Continuing its good performance
of the previous year, the Group's business grew, with total
turnover rising to HK$395.7 million, and profit before income
taxincreasingtoHK$574.3 million. These encouraging results
were achieved on the back of an aggressive yet prudent
strategy for developing our property, alternative energy and
infrastructure businesses in China. In appreciation of the
support of our shareholders, the Board has proposed the
payment of a final dividend of HK6.0 cents per share for the
year ended 31st December 2006. Together with the interim
dividend of HK4.5 cents per share paid in aggregate, the
total dividend paid and payable for the year will be HK10.5
cents per share.

One of the highlights of the year was the redomicile of the
Group's holding company from Hong Kong to Bermuda. The
move gives us greater flexibility and security, by creating
a greater level of independence for each of our business
segments. The Group has also changed its name from
‘Hong Kong Construction’ to 'HKC'. The aim of this change
was to spearhead our new business focus on property
development, and to allow us to better position ourselves
more effectively to investors.

The Group achieved 60.8% profit growth as it
completed its transformation into a major China
property developer

The Group's effortsin property investment and development
over the past few years have been highly productive, with
its property activities contributing over 60% of the Group's
operating profits for 2006. This is a clear sign that the Group’s
rapid transformation from a construction company into a
property-driven enterprise has been a successful one.
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Now developing a landmark development along the
North Bund, one of Shanghai’s most attractive sites

In early 2006 the Group successfully bid for a 10% stake in
one of the most desirable undeveloped sites in Shanghai.
This property, located along the Huangpu River, will be
the site of a major five-star hotel, offices, and a commercial
complex with unobstructed views of the historical Bund
district and Pudong. Moreover, in a move reflecting the
strong commitment of the Sinar Mas Group (“Sinar Mas")
to help HKC become a major property company in China,
in early 2007 Sinar Mas, a company controlled by the Oei
Family, injected an additional 15% stake in the property into
HKC at a very favourable 12% discount. With the Sinar Mas's
strong relationships throughout the country, HKC may be
able to acquire additional properties for its land bank at
favourable prices in prime areas of China.

Alternative energy to be a future growth driver
Meanwhile, our investments in alternative energy will
soon bear fruit as our wind and waste-to-energy projects
come into operations in 2007. We are very confident of
their future potential given China’s emphasis on reducing
pollution and creating sustainable growth. In 2006, China
missed its pollution targets by a wide margin, and in 2007 it
is expected to put new policies in place for improving the
environment, policies that should benefit HKC's alternative
energy projects. Currently these projects remain in the
investment phase, and revenues are just beginning to come
on tap. We expect the contributions from these sources to
become more significant in the next couple of years as the
projects are completed.

Meanwhile, our infrastructure and construction segments
continue to perform solidly. The former is providing
us with a stable source of income, while the latter is
generating synergies with the Group’s property business.
In particular, our construction business is taking on a
consultant-contractor role for our major greenfield property
development projects.

With recent fundraisings, the Group is well positioned
to take advantage of new real estate opportunities

In November 2006, the Group conducted a highly successful
capital raising exercise that clearly demonstrated widespread
investor confidence in the Group. This has been followed
just recently, in February 2007, by another and even more
successful share offering. These two share placements have
allowed the Group to raise significant funds at time ideal
for taking advantage of the growth of the property market
in China. From our point of view, these successes are clear
endorsements from the capital market of our management
team’s capabilities and vision. The same investor confidence
can be seen in the rise in the Group’s market capitalisation
from less than HKS 1.0 billion three years ago to over HK$6.0
billion today.
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Addition of Mr. Wang Jun to management team
brings the Group exceptional China experience and
relationships

In December 2006, the Group was privileged to welcome Mr
WangJunasHonorary Chairman and Non-executive Director.
The former Chairman of CITIC Group in Beijing, Mr Wang is
a well-known and highly-regarded business leader who has
accumulated experience across a wide scope of businesses,
and has been involved in the financial industry, industrial
investment, and service industries in China. We believe that
Mr Wang's vast experience in and familiarity with the China
market represents a significant advantage to the Group as it
grows. Under the strategic direction and advice of Mr Wang
and Mr Yu Ching Po, who is one of the Group’s founders
and has been another of the Group’s Honorary Chairmen
since 1999, we believe that HKC is on track for even higher
achievements and greater levels of success.

OUTLOOK

Given the ongoing prosperous economic growth in China
and the government’s current economic policies, we plan
to maintain our strategic focus of tapping the China market.
Our well-balanced business profile in China’s property,
alternative energy and infrastructure sectors means that
the outlook for the Group over the next few years is very
positive.

Our management has combined their vision with astute
business insights and strong networks to acquire a series
of premium properties for development, including valuable
strategic sites in Shanghai and Tianjin. Using its networks,
HKC is looking to further increase the size of its land bank,
and we are currently evaluating opportunities in Shanghai,
Tianjin, Guilin, Chengdu and Wuhan. The Group is also
looking to sell certain of its non-core properties where HKC
has a minority stake, and to use the proceeds to invest in
higher-yield properties.

With the growing demand for renewable energy resources,
the Group will also be exploring the possibility of investing
further in wind power stations in the PRC. We are currently
testing wind conditions in Inner Mongolia. If test results
prove positive, the Group plans to construct one of the
largest wind farms in China there, with a total potential
generation capacity of up to 1,500MW.

We are particularly excited about the potential for biodiesel.
In January 2007, the Group signed a letter of intent with
Sinar Mas and CNOOC Limited (“CNOOC") to develop one
million hectares of land in Indonesia for the production of
palm oil for biodiesel. With the world looking to increase its
use of biofuels, we predict demand for biodiesel to become
very strong.

We expect the China economy to keep growing and
opportunities for development in the vibrant urban China
environment to escalate. We have already proven our ability
to negotiate prime land for development on excellent
terms. Now, we look forward to continuing to provide
shareholders with strong returns and stable growth as we
take on significant premium development projects in the
future.
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