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Financial Highlights
5

Revenue by Activity*
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| BU|Id|ng Construction & Civil Engineering
BFREERTATE

Electrical and Mechanical Installation
BERETRR

% Property Development & Rental
MEEREES
Other Operations
Hih %%

B Piling & Foundations (ceased operation)

TERMETE (BAEZ)

Source of Funds

Minority Interests
LHRRER

B Capital and Reserves
Attributable to the Company’s
Equity Holders
RABERFFA ABIEEARAR
fE#
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Profit / (Loss) Attributable to Equity Holders of
the Company
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I Included a write-back of impairment loss of HK$38 million for a property in Guangzhou, PRC.
BRSO B RN 3 AR 2 R (E 1R B 8 % 38,000,000 T ©

Il Included total write-back of impairment loss of HK$127 million for a property under
development for sale in Guangzhou, PRC and attributable interest in a hotel property in
Hong Kong
Pjﬁﬂ 45""-?3 BB 2 (B B R AR Y 3 R — TR E S 2B E Y (SR (E I 2 R (E RS
B & B 127,000,000 7T ©

Il Included total write-back of impairment loss of HK$55 million for a leasehold land and
building and attributable interest in a hotel property in Hong Kon
a?ﬂﬂi#éﬁﬁéZfﬂ#x’]iﬁﬂ&@%&*ﬁ/@%%%WE%&&VE&Z&EE?@IEH% BB
55,000,000 JT °

IV Included a provision of HK$109 million for impairment in value of a property under
development in Guangzhou, as offset by the write-back of provision of HK$60 million for a
leasehold land and building in Hong Kong, HK$32 million for gain on deconsolidation of
liquidated subsidiaries and HK$18 million for write-back of special retirement benefit costs.
BRI 2 SR P YR R E R 109,000,000 7T - WHURERIHEE 2
#) 13 R AR T RHE D88 %60,000,0007T - INGAFTEERTHMBARMELZSHEY
32,000,000 JT K A5 FRIR RAE F 2 F (B8 % 18,000,000 7T ©

V  Included a provision of HK$26 million for accrued staff leave and retirement benefits, and
total provisions of HK$170 million for impairment in value of a leasehold land and building,
an investment property, stock of car park property and attributable interest in a hotel property
in Hong Kong.
BIERZEE TR KR AEFEEE526,000,000 7T - AL RIETF - KEYE - &
MYEFERE—IAMRES 2B E YR G R IEDR 2R ER#E%170,000,000 T

Assets Employed
EEEH

B Fixed Assets'
EEEE

Intangible Assets and Deferred
Income Tax Assets

BVEERBIEMRENHEE
Associated Companies and
Jointly Controlled Entities
Bk Je R RIS E A8

[ Other Investments?
Hihix &2

B Net Current Assets
MENEE R

1. Including property, plant and equipment, investment properties and prepaid premium for
land lease.
BEME  BENERRE  REVERENTHEEER -

2. Including non-current held-to-maturity investments and available-for-sale financial assets.

BIEERBFER M RA R RLE 2 MITAE -



Financial Ratios
B RS L 3R

% Change
2007 2006 2=
Income Statement Ratios BERLE
Operating margin (excluding financial Sl

and securities income) (TBIETHREHFEA) 3.1% 5.7% -45.6
Pretax margin Rk b 3.7% 6.2% -40.3
Net margin (excluding jointly controlled entities FEHRA

and associated companies) (T IR E B I B 57 3.5% 5.9% -40.7
Interest coverage ratio FISEEX

- basic —EK 16.9 12.0 40.8

- exclude non-cash assets impairment write back — KRR BAERERE 11.2 29 286.2
Earnings per share (cents) BREEF (L) 16.5 18.8 -12.2
Dividend per share (cents) FRARE ()

(see note 13 to the consolidated financial statements) (BH A BE#HENF13) 14.0 12.0 16.7
Dividend payout ratio RS E 84.8% 63.8% 329
Balance Sheet Ratios BEEASERLE
Current ratio MENLL R 13 1.3 -
Quick ratio REPLLE 0.9 0.7 28.6
Assets coverage ratio BEEBENE 1.6 1.5 6.7
Debt to capitalisation ratio BEHERLE 4.0% 333% -88.0
Net assets value per share (cents) BREEFE (L) 91.8 86.4 6.3
Cash Flow Statement Ratios BeRERLE
Capital expenditures to depreciation ratio ERRZETEL R 0.1 04 -75.0
Capital expenditures coverage ratio EARXBELE 183.0 44.7 309.4
Depreciation to cash flow HEHRENE 4.2% 6.1% -31.1
Cash flow from operation per share (cents) BREBRESRE (L) 27.3 23.2 17.7
Rate of Return Ratios Bl =
Return on average equity THRRERERE 18.5% 23.7% -21.9
Return on total capital and borrowings BEARRER BT R 20.6% 19.4% 6.2
Total Debt to Cash Flow Ratio BEEHRSRELE
Total debt to cash flow BEEBHREREE 0.1 1.9 -94.7
Market Price Ratios mEkE
Dividend yield R B3

Year high 2F&m 25.9% 32.9% NM

Year low 2FHE 12.5% 20.7% NM
Price to earning ratio max

Year high 2FEm 6.8 3.1 NM

Year low 2FHE 33 1.9 NM
Note: PR3 -

Formula of certain financial ratios as set out above are presented on page 143 for easy reference. ~ EillE T R ERANRFE1LBETEAFELE-
NM: Not meaningful NM: bbb R EER
Hsin Chong Construction Group Ltd. $TE&EEEERAT 03



Group Mission Statement
EBRE

Founded in 1939, the Group's primary business is in construction and related
work mainly in Hong Kong, Macau and the mainland of The People’s
Republic of China (“PRC"), in both the private and public sectors. Being
one of the few full-service and wholly independent (i.e. not corporately
associated with any major property developer) construction businesses in
Hong Kong, the Group undertakes a wide range of construction services
including, inter-alia, (a) building construction, including design and build;
(b) construction and project management; (c) specialist civil engineering
projects; (d) electrical and mechanical installation; and (e) renovation and
fitting-out projects.

The Group intends to continue to focus on its core business areas —
construction and construction related value-added contracts — in which
the Group has significant competitive advantages and high reputation,
given its emphasis on “Quality & Service” to its clients and its performance
track record throughout the last sixty eight years.

The Group’s operational strategy of focusing on value-added work and
offering creative contractual terms, maximises benefits to both the Group
and its clients. Our market focus is very much on selective institutional
clients, both private and public, who value build quality in the contractor
and of the finished product, and are prepared to pay a premium for such
quality, which ultimately reflects in their projects and brand reputation.

The Group’s full-serviced integration and core competences permit it to
compete for a very wide variety of projects. Though this often involves the
higher costs associated with very experienced and skilled personnel
involved. Such is usually justified either by our flexibility in targeting cyclical
opportunities, market niches and undertaking more complex projects or
where quality, timely completion and controlled budgets in projects are
primary objectives.

A limited proportion of the Group’s projects have been structured in joint
ventures. In such joint ventures, the Group chooses to grow its core
businesses by partnering with companies with complementary areas of
expertise and similar quality objectives to meet special customer
requirements in construction or construction-related fields. The Group is
careful to limit such minority stakes in joint ventures. And with such
associates’ activities, the Group cannot reflect either its share of revenue
or outstanding contracts in our Group business numbers, although it does
equity account for the profits and the underlying economic benefits are
no less than for the direct work the Group undertakes.

04 Annual Report 2006/2007 %%
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Chairman’s Statement
FEHRE

Results

The Group’s operating results continue to show an improved trading
situation this year, which | am very pleased to report. Equally important,
the consolidated balance sheet also reflects a strong and further improved
financial position of the Group.

For the year ended 31 March 2007, profit attributable to equity holders of
the Company was HK$105.4 million and whilst down 12.4% on the
reported figure last year, the profits from our core business showed a
continued improvement. Recurrent pre-tax profits earned from our core
business of construction, civil engineering and electrical and mechanical
installation operations, inclusive of the Group’s share of related joint venture
projects, associated company results and finance costs, were HK$40 million,
significantly up on the comparable figure reported in last year of HK$17.4
million. This is the second consecutive year of improvement, in that the
comparable figure for the financial year of 2004/05, recorded a loss of
HK$35.9 million.

The other key figure to note is that the revenue also increased. In the year,
total Group's revenue achieved was HK$3,007 million or 32% higher than
last year, which compared with the revenue recorded in 2005/06 of
HK$2,276 million which in turn was up 97% over the previous year of
2004/05 which recorded HK$ 1,154 million. In our core construction activity,
revenue in the year was HK$2,732 million (2006: HK$2,256 million). The
increasing business is due to the slow but steady improvement in contracts
available to a construction group such as ours, independent of any major
property developer, allied to our ability to bid successfully for targeted
projects which requires competitive pricing, yet demanding quality of work
and service, which is our business focus. Our business activity included our
increasing project workload in the Macau market, which has grown
substantially. Our emphasis is on contracts and projects which require
“Quality & Service” and which will provide satisfactory margins. It is
encouraging for our future business to note that consolidated orders on
hand at the financial year end amounted to approximately HK$7.3 billion,
which was a 9% increase over last year. Furthermore, at 30 June 2007,
the order position had increased to approximately HK$8.5 billion.

As a consequence of improved core business profitability, our pre-tax profit
return on net assets employed in our core business has also shown
significant better yields. In the year, the return was 19% which compared
with 13% in 2005/06 — a much improved situation. Likewise, the share
price of the Company has improved significantly from HK$0.55 at last
balance sheet date to HK$1.05 at the end of this financial year. It has
further increased to HK$1.32 at the end of June 2007, reflecting much of
the market’s recognition of the regaining of strength by the Group on
better profitability.

e
45

RAMRARIE AEE 2 FEBRTELERNERFFENE-
RAEEEH KR EERBRTRRASENS IR R

e — SRR T

HEZZZLF=A=+—"BLFE RAQRERIFEARR
S FAE105,400,00070 HREFE 2 HRAVEFR LD
12.4% * BRLEBZBFDFHERS REAEEZE TR
TRERMELRR T REROEBNEBERB DS (B2ER
SEAMLZEBAEREEE BN EERBERA) BEK
40,000,0007T REF E 2 2 B 17,400,0007T 3R A 1R
R AFEAAEEE —ZTN SHFHRFE GZFE 2
I E 18 A5 1635,900,0007T) BB AR % EES — FH51E
fo

—ERREZETALEE ARG NAFE NEBER
1R a7 #3,007,000,0007T  BRAEF EIEMN32% » —TTH
TNEE B AB2,276,000,0007T M= FEHRE
WZTTWTRFEHRESHHER1,154,000,0007T Bl EFF
97% o AEERFE Iz EE SRR AE12,732,000,000
JC (ZZZ/NF 1 782,256,000,0007T) < ¥4 01 F Th R A EE
¥TRFEHHMSEEZREEBSERS SULFENAEEMRIE
FRENERNESHERRE 2 BEEEIENPIZE A%
B EBERAUEBFNE N TENEERE WAEHT
2L ERENERBER IREEIZEE -AEENEGHBEE
ERRFMISARRENNTIEE T T EEERTHBEE
MR- ARG EFINAZTER L RRK] B SRt
AEAENENEIEBE A RERN S S ABENRRAN
BFERFHEEEZRAGNBOEBETMET RAFEY
9% - R—ZEHENA=Z+H ANETE—HEINENS
B85 e

N\ d ¥o

RO EBNBFRE RS AEEROER ZBRBATEF
WHEAESFAERRMEEBRE L FREHRA19%  M-ZTZ
F/EAFENR13%  BREREARSRS R RN AF
PfEm EEEAEE R BB 55T AR LA EAMBRERE R
BHEN1.05 WRZZES+FANAERFE L AZSEK 1327 &k
BETSE BRAANEE D ERERARFMNEE
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Chairman’s Statement £E#H %

Results (continued)

Following the appointment of our Managing Director, Mr. Ka-kui Chan,
in August last year, we have further streamlined our business and
implemented programmes to both improving our operating margins
through better services/materials procurement and project control, whilst
at the same time further reducing our overheads. Such action should further
improve our core operating results in future years.

In respect of the assets utilised in the business, we have continued to
benefit from the recovery in the local and Guangzhou property markets.
This year we booked revaluation gains in Hong Kong of HK$6.3 million
(2006: HK$6.3 million) on the investment property element of our head
office building at Hsin Chong Center in Kwun Tong, in accordance with
the current accounting standards. This property is now recorded in the
balance sheet at approximately HK$146 million, whereas the open market
value of the property would be significantly higher. We also were able to
book a further gain of some HK$28.8 million, net of minorities, on the
continued sale of our interests in the Wen Chang Pavilion project (2006:
HK$61.4 million, net of minorities).

The quality and liquidity of the balance sheet has markedly strengthened
this year. The net shareholders’ funds recorded were HK$587 million (2006:
HK$552 million), whereas, given the sale of surplus property assets, the
net cash position — taken as current deposits, cash and bank balances,
net of both current short term and long term bank loans — has increased
dramatically to HK$651 million from the comparable figure of HK$336
million last year.

Dividends

Having regard to the improved trading results and the balance sheet
liquidity, and also to the likely business cash requirements in the new
financial year, the board of directors of the Company (the “Board”)
recommended a final dividend of HK4.0 cents per share for the year (2006:
HK3.0 cents per share). Given that again this year, as last, there were
exceptional gains in realisation of properties, the Board also recommended
the payment of a special dividend of HK6.0 cents per share (2006: HK6.0
cents per share). Together with the interim dividend of HK4.0 cents per
share paid in the year (2006: HK3.0 cents per share), total dividends for
the year (including the special dividend of HK6.0 cents per share) will
amount to HK14.0 cents per share, which compares with the total dividends
declared and paid last year of HK12.0 cents per share (including a special
dividend of HK6.0 cents per share).

06 Annual Report 2006/2007 FE £k
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Chairman’s Statement £E#H %

Appreciation

At 31 March 2007, the Group employed a total of 1,424 staff (31 March
2006: 1,097 staff). The increase in numbers reflects our increased
construction activity and in particular our growing business with the
Venetian group in Macau. The Group’s main asset is the skill and expertise
of its loyal staff and the Group has rightly invested much time and effort in
improving the productivity, quality and competitiveness of our staff. The
trading results in large part reflect their success.

The steady, continuous improvement in our underlying operating results,
together with the improved quality of the assets under management in
our consolidated balance sheet, has been the result of rigorous attention
to detail by our management team, under the guidance of our committed
Board including non-executive directors coming from diverse business and
professional backgrounds — Mr. Tobias Josef BROWN; Mr. Ho-ming Herbert
HUI; Mr. Kin-fung Jeffrey LAM; Mr. Kwok-kuen Peter LAU and Mr. Ki-chi
KWONG - who have steered the Group through the very difficult economic
conditions and trading period of recent years. The shareholders are
fortunate to have had such loyal, conscientious and committed non-
executive directors in the Board.

I would also wish to extend my sincere thanks and appreciation to our
shareholders, suppliers and business partners, and customers — for their
past and continuing confidence. Given the improvement in results, in
dividends, and in our share price and market capitalisation, management
will continue to work to ensure your continuing confidence.

-

V

V-nee YEH
Chairman

Hong Kong, 6 July 2007

eS|

RZZEZLF=A=+—H AEEEHER1,424% (ZFF
ANEZA=T—H:1,097%) B8 RE AZIE MR A A RE
ETRERIEIN BRI AEEE BT ASEARMIEST
Bt R-ANEENTEEEAEARRIENBHRES AR
SEUEERBAERHEEER BORSREENEEN EX
RBEFE N S EEBERBSBERRAEENBEE R

REBMMERSEEFEVB TG RULGEEAERBERAN
BEEEEZBURA 2ABRESSNEE N EAEEE
BEBES I TR KRR R - EFGKEERBRERE
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Managing Director’s Review
B EARKIERE

Review of Business E S A
Operating Results EEXE
Financial Highlights HRHE Year ended 31 March
BE=ZA=+—-BLFE Change
2007 2006 BE
HK$ million HK$ million %
BERET BEEST BoL
Revenue Wz 3,007 2,276 +32
Profit attributable to equity PAYNGIL- ZES SN
holders of the Company FEAE & A 105 120 -12
HK cents HK cents
pecde 21T PEREAL
Earnings per share SRAF 16.5 18.8 -12
Interim dividend per share TP HRE 4.0 3.0 +33
Final dividend per share FRRARHRE 4.0 3.0 +33
Special dividend per share BRERIRE 6.0 6.0 -

The Group reported a significant increase in revenue to HK$3,007.2 million
in this year, of which 70% was derived from the building construction
and civil engineering segment. The increase was due to higher revenue in
electrical and mechanical projects, and the recognition of sale of the
residential units of Wen Chang Pavilion in Guangzhou, The People’s
Republic of China (“PRC"). Other income recorded an increase of 37.0%
to HK$45.8 million, compared with last year, owing to higher financial
income as a result of improved yields and gains on redemption and disposal
of securities investments. With a new streamlined management structure
and the implementation of continuous process improvement, the Group
reported a further decrease of 11.8% in overheads and other operating
expenses as compared with last year. In property development, a write-
back of HK$38.4 million (before minority interests) on the impairment
provision in respect of Wen Chang Pavilion in Guangzhou, PRC was made
in light of the current property market in Guangzhou and the satisfactory
sales achieved to date. Furthermore, the disposal of Novotel Century
Harbourview Hotel in the year also recorded a profit of HK$10.9 million.
Overall, the Group reported earnings of HK$114.0 million for the year
(2006: HK$150.3 million) of which HK$105.4 million was attributable to
equity holders of the Company (2006: HK$120.3 million).
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Managing Director’s ReviewE S KB &

Segment Analysis

(1

(2)

Building construction and civil engineering

Revenue for the building construction and civil engineering segment
was HK$2,096.1 million (after eliminating intra-group construction
work of HK$160.2 million), an increase of 6.0% compared with last
year. The increase was attributable to higher revenue from Macau
and China, offset by a corresponding decrease in the volume of
construction work in Hong Kong due to completion of projects in
the year. Profit after finance costs was HK$53.1 million, an increase
of 41.5% compared with last year. The increase was resulted from a
combination of increased construction management activities in
Macau and savings in overheads and other operating expenses. The
effect of the improvements was partly offset by lower contribution
of the Hong Kong building projects. Meanwhile, losses from jointly
controlled entities were reduced to HK$3.9 million or 84.3%
compared with last year. Overall, the building construction and civil
engineering segment performed satisfactorily during the year.

The Group was awarded the HSBC Data Centre construction project
at Tseung Kwan O Industrial Estate from The Hongkong and Shanghai
Banking Corporation Limited in 2006. Subsequent to the financial
year end, the Group has also secured several new contracts, including
the Design and Construction of Prince of Wales Hospital — Extension
Block, from Architectural Services Department (in joint venture with
another renowned construction group in Hong Kong); the Atrium
Hotel at Pacific Place from the Swire Group; and the Reconstruction
of Main Sewers from the Hong Kong Jockey Club. These contracts
awarded to the Group’s building construction and civil engineering
business have demonstrated its competitiveness and premier position
in the Hong Kong construction industry.

Electrical and mechanical installation

Revenue for the electrical and mechanical installation segment was
HK$635.5 million, an increase of 127.5% compared with last year.
The significant increase was attributable to higher revenue of projects
awarded last year, reflecting the full interest in Hsin Chong Aster
Building Services Limited (“Hsin Chong Aster”) after the increase of
shareholding by the Group from 50% to 100% in last year. Loss
after finance costs was HK$8.9 million (2006: total profit of HK$4.9
million, including equity share of net profit of HK$0.4 million). The
loss was mainly attributable to the share of loss in a joint venture
project, together with a write-off of goodwill and intangible assets
from the acquisition of the full interest in Hsin Chong Aster last year.

DD
(1) BFRERTIATIR

BFEER T ARTRRSE 2 W AEE2,096,100,0007T
(B k& B MEL 2 23 T2 8% 160,200,0007T) -
BREFE LF6.0% o L FHIE TR R AP BZEBH
Weastg i B E R B AEAFEIEE B TEAMRET
TR 2 A8 R 8 - FNBR BB A AR 18 B8 I B s i
53,100,0007T ' BRAFEIENN41.5% o Filts@ig Jhr R
FIM) IS E IR EHE BB AN A R 804 B F S R E
ST MES LB D IEEESEFEEER N
BRUR AT R SR A ARG EE 2 BIEREATF
FER84.3% ZE5H53,900,000TT BEM = B FREN

TARTIRDBFANEERRECARE-

AEER-_ZERFNEEE LEESRTARARM
BRI EIMELRITEERD OMRETIRS L - N HE
EHER®R ARETREZEHMALN BRELEERT
FIE R AT T B MR RE T RE TR (U85 —
BREREERER LA ZREAM) KHEERTH
KEESArumBERR REBESER THTIKE
SERIAR AEEERZEAN BREBTRER T
ARIREBEAEENZT N YEBBZEXTARR

FREE AT o

(2) MEZETRE

WELZE TS B2 WS AE1635,500,0007T B EF
FE_EFH127.5% ° WEEFHE T RN EFEZEEB MK

B RRAEENEF RSB ER

1

BRAR ([MEDME]) BEm50%E100% &M ES
HemamEr 2 P8 - HRBAEKAE 2 BERBE
8,900,0007T (ZFZ /<4 i FI4RFE /8% 4,900,0007T
BRI RS Z 4L B #400,0007T) ~UbEIEE ER
SPARZERIER ZEEERMEEFERRERS

SR EEL ZHENEVEEMRC
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Segment Analysis (continued)

(3)

(4)

10

Property development and rental

Revenue for the property development and rental segment increased
almost fourteen times to HK$275.6 million from HK$19.8 million of
last year. The significant increase was mainly due to the recognition of
sale of the residential units of Wen Chang Pavilion in Guangzhou, PRC
in the consolidated income statement this year following obtaining
the completion certificate for the development in February 2007. At
the balance sheet date, 90% of the residential units had been sold at
an average selling price slightly above RMB7,200 per square metre.

Rental income derived from Hsin Chong Center, No. 3 Lockhart Road,
and Lung Mun Qasis, Tuen Mun, collectively accounted for 8% of the
revenue in the property development and rental segment for the year.
It showed slight increases, due to increased occupancy and rental rates
reported from No. 3 Lockhart Road.

Profit after finance costs of HK$62.3 million included a revaluation
gain of HK$6.3 million on the portion of Hsin Chong Center which
was classified as an investment property; a profit of HK$4.8 million on
the disposal of property interests in Vietnam (that was fully written off
in previous years); and a write-back of HK$38.4 million on the
impairment provision for Wen Chang Pavilion in Guangzhou, PRC
(2006: HK$95.9 million, including a write-back of HK$87.8 million on
the impairment provision for Wen Chang Pavilion in Guangzhou, PRC
and a revaluation gain of HK$6.3 million on the portion of Hsin Chong
Center classified as an investment property).

Other operations

Other operations mainly included results from the associated
companies totalling HK$13.5 million, being principally an HK$10.9
million profit on the disposal of Novotel Century Harbourview Hotel
and HK$3.0 million profit on the disposal of minor property interests
in Malaysia.
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Outlook

The Economy

Hong Kong's economic condition continued to remain robust in the last
year and recorded a GDP (i.e. Gross Domestic Product) growth of 6.8%,
with a much reduced unemployment rate down to 4.4% at the end of
calendar year 2006. There was a significant growth in external trade
because of expansion of the global economy allied to Mainland China’s
strong manufacturing capability. Domestic consumption was encouraging
upon a stabilised interest rate and steady property market. Hong Kong
also served well as an international financial centre, especially in assisting
a number of major Mainland enterprises to raise funds through IPOs in the
last year. Improvements and achievements were seen in most sectors.

We are optimistic about the near-term business outlook of Hong Kong.
With closer integration with the Mainland’s economy and our strategic
proximity to the high growth area of Southern China, Hong Kong will
continue to benefit through a number of policy measures like Closer
Economic Partnership Arrangement (CEPA) and the Pan-Pearl River Delta
regional cooperation from the Mainland. Due to Hong Kong's open
economy, there is likely to be continuous impetus in external trade given a
favourable macro-economic environment; a competitive Hong Kong Dollar
linked as it is with a weak US Dollar; and a stable oil price. Hong Kong will
increasingly depend on its service industries, in common with major Western
developed countries’ economic development. The financial services sector
will undoubtedly be benefited with the broadening of the Qualified
Domestic Institutional Investor (QDII) scheme.

The Industry

In spite of the strong domestic economy in Hong Kong, the construction
industry has not yet noticeably improved. Expenditure in the construction
industry continued to contract and recorded a negative growth of 7.2%
in calendar year 2006 (2005: negative growth of 8.4%), mainly due to
shortage of large-scale infrastructure projects and reduced private and
public housing developments. The local construction output has plunged
steadily throughout the last decade from HK$99.3 billion in 1997 to only
HK$41.7 billion in 2006.

There are signs, however, that the Hong Kong construction industry is
recovering gradually. The Financial Secretary has outlined, in his 2007-08
budget speech, that the Government will continue to earmark HK$29
billion a year on average for infrastructure projects over the next few years
and the Chief Executive has committed to speed up the process of execution
of public construction projects to further improve local trade employment.
The private developers have also indicated a much stronger interest in
recent land auctions. We believe that the worst time for the Hong Kong
construction industry has now passed, and construction will improve at a
measured pace from year 2007.
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Outlook (continued)

The Industry (continued)

The economy in Macau recorded a significant GDP growth of 16.6% alone
in calendar year 2006. The opening up of the gaming industry has
generated heavy demand on construction services in providing gaming
and associated facilities. The improvement in economy will also generate
construction demand for infrastructure, residential and public facilities.
The Macau government has committed to bring forward non-gaming
facilities to help support Macau’s economic growth and steer Macau
towards a more diversified and sustainable economy. Most sectors in Macau
will benefit from the rapid economic development. The real estate market
remained buoyant in the first quarter of year 2007, and both the transaction
volume and the average transaction price of residential units climbed over
those recorded in the fourth quarter of 2006.

The Group

During the last few years, the Group has successfully positioned itself in
the Macau market. We shall seek to continue the alliance relationship
with the Las Vegas Venetian group. The successful completion of the Sands
Casino and now Parcel 1 of the Venetian Cotai project have earned the
Group well respected reputation within the Macau property/construction
community and elsewhere. We shall also develop other opportunities to
compliment our existing business in Macau.

Our Hong Kong people and corporate structure will continue to be
streamlined in order to be responsive to the market whilst maintaining
cost and operational efficiency. The construction industry in Hong Kong
will improve given the growing economy and commitment to capital
expenditure by the Government. The Group is well positioned to capitalise
on these opportunities, especially in Design and Build projects, and other
construction projects which demand significant input on construction
technique and electrical and mechanical engineering expertise.

Ka-kui CHAN
Managing Director

Hong Kong, 6 July 2007
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Corporate Governance Report
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Corporate governance is the system by which Hsin Chong Construction
Group Ltd. (the “Company”) is directed and controlled. The board of
directors of the Company (the “Board”) is fully aware of its importance to
the shareholders and has developed a rigorous system of checks and
balances which allows management to respond to the strategic directions
approved by the Board. The Board believes that a well balanced corporate
governance system enables the Company to achieve business excellence
and fulfill the Company’s mission of “Building Trust and Value”.

Long before implementing the Code on Corporate Governance Practices
(the “CG Code") contained in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), the Company has taken the initiative to disclose its
corporate governance practices in annual reports starting from the financial
year 2000/2001.

Corporate Governance Structure
At 6 July 2007

*  For identification purpose only (£ 5

Hsin Chong Construction Group Ltd. i
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BAERAT) ([ARAE]) MEERERRF-ARAEEE

(B=g]) AMPAREERENEEN FtEY T —ERE

HIEHE FEE B A ESSIENRIE AT EE S

1§ Eifﬁi’]@iﬂﬁ ¥ERRG EAQ R A EBEBELDY
BERARNR B EE & ﬁF@J HIRE °

EREBMARSAARARZS EHHRR ([ ERREL) H
ﬁ-f-@ﬁﬁ%tmm%am%ﬁ—r@ﬂ (MEEERTA]) WAREE
WITZA ARREHR —22L 2T FHHRFEMR T
HERPIHRBEACEE TR

R—FFEFLANA

Audit Committee
EZEEE

Internal Audit
NEbEZ

Executive Committee

P Management Committee
$ITEES J

Eﬁi,\ =

Remuneration Committee

FMEES

Committee of Trustees
for Employee Share
Subscription Scheme
RERERMHEIZ
EREAZES

EEEEEAERAT 13



Corporate Governance Report ¥ EA#RE

Corporate Code of Conduct

Organisations are driven by their core values which for the Company,
integrity is the most important core value. Since 1995, the Company has
published and distributed its Corporate Code of Conduct to all staff to
educate and reinforce the Company’s commitment to the highest standards
of business ethics and the seriousness with which the Board treats such
matters. The Corporate Code of Conduct is a living document and is
periodically updated to incorporate comments and suggestions from the
Independent Commission Against Corruption and the other regulating
authorities in Hong Kong.

Code on Corporate Governance Practices

In the light of the CG Code coming into effect on 1 January 2005, the
Company has further enhanced its corporate governance by adoption of
improved procedures and guidelines in different aspects.

The Company has applied the principles in and complied with the code
provisions and certain recommended best practices set out in the CG Code
in Appendix 14 of the Listing Rules throughout the year ended 31 March
2007, except for deviation from code provision A.4.2 of the CG Code.
Code provision A.4.2 of the CG Code requires, inter alia, every director,
including those appointed for a specific term, to be subject to retirement
by rotation at least once every three years. In accordance with the old
provisions of the bye-laws of the Company prior to the amendments made
on 18 August 2006, both the chairman of the Board and the managing
director of the Company were not subject to retirement by rotation and
re-election. Hence for the purpose of compliance with the requirement
under code provision A.4.2 of the CG Code, the Company has at its annual
general meeting held on 18 August 2006 (the “2006 AGM") passed a
special resolution to amend certain provisions of its bye-laws such that,
inter alia, every director, including the chairman of the Board and the
managing director of the Company, is now subject to retirement by rotation
and re-election or subject to re-election (as the case may be) at least once
every three years.
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Model Code for Securities Transactions by Directors
and Executive Committee Members

On 28 June 2004, the Board has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code") as set out
in Appendix 10 of the Listing Rules as its own code of conduct regarding
securities transactions by the directors of the Company. Having made
specific enquiry of all the directors of the Company, all the directors
confirmed that they have complied with the required standard set out in
the Model Code throughout the financial year ended 31 March 2007.

On 29 March 2005, the Board has further adopted the Model Code as the
written guidelines for regulating the securities transactions by members
of the executive committee of the Board who by virtue of their positions
may likely be in possession of unpublished price sensitive information of
the Company and/or its subsidiaries (collectively, the “Group”). Having
made specific enquiry of all the members of the executive committee of
the Board, the Company was advised that all of them have complied with
the required standard set out in the Model Code throughout the financial
year ended 31 March 2007.

Board of Directors

Composition

The Board is currently comprised of 7 directors, including 2 executive
directors, 1 non-executive director and 4 independent non-executive
directors. The chairman of the Board has appointed an alternate director.

The names of the directors are set out below:

Executive Chairman
Mr. V-nee YEH

Managing Director
Mr. Ka-kui CHAN

Non-Executive Director
Mr. Ki-chi KWONG

Independent Non-Executive Directors
Mr. Tobias Josef BROWN

Mr. Ho-ming Herbert HUI

Mr. Kin-fung Jeffrey LAM

Mr. Kwok-kuen Peter LAU

Alternate Director
Mr. Barry John BUTTIFANT (alternate to Mr. V-nee YEH)
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Board of Directors (continued)

Composition (continued)

The Board is comprised of professionals from various disciplines, including
construction, finance, banking and accounting, who possess a balance of
skills, expertise and experience inside and outside the construction industry
which can benefit the Group and the management. There is no relationship
among members of the Board; and between the chairman of the Board
and the managing director. The brief biographical details of the
abovenamed directors are set out on pages 39 to 41 of this annual report.

The Company currently has 4 independent non-executive directors which
accounts for more than half of the total number of Board members. The
high proportion of independent non-executive directors appointed to the
Board reflects that their views carry significant weight. The strong
independent element also enables the Board to achieve an effective exercise
of independent judgement, make objective decisions and act in the interests
of the Company and its shareholders as a whole.

Each of the independent non-executive directors has given to the Company
an annual confirmation of independence in compliance with Rule 3.13 of
the Listing Rules and the Company considers that all the independent
non-executive directors are and have remained independent. Mr. Tobias
Josef BROWN, chairman of the audit committee, has the appropriate related
financial management expertise required under Rule 3.10(2) of the Listing
Rules.

Composition of the Board, including the names of the independent non-
executive directors, is expressly identified in all corporate communications
which disclose the names of the directors of the Company.

Functions

The Board has an ultimate oversight of the Group’s activities. Its primary
functions are to set and direct the Company’s strategy and monitor and
measure management's performance. It is accountable for the overall
strategic development of the Group with the objective to enhance
shareholder value. Material matters are reserved for the Board’s
considerations or decisions which include, among other things, overall
strategy of the Group; business plans; annual budgets; significant capital
expenditures; interim and annual results and reports; dividend policy and
payments; material acquisitions, disposals or investment proposals;
directors’ appointments, re-appointments or removal; and other material
transactions.
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Board of Directors (continued)

Board Chairman and the Managing Director

Mr. V-nee YEH is the chairman of the Board and Mr. Ka-kui CHAN is the
managing director of the Company. The roles of the chairman of the Board
and the managing director of the Company are taken by two separate
directors who are not related to each other. There is a clear division of
responsibilities between them with a view to achieving a balance of power
and authority. The chairman of the Board provides leadership in terms of
approving policies and strategies and also discharges the duties set out in
the code provisions under A.2 of the CG Codes. The managing director of
the Company has the overall responsibility of implementing all decisions,
policies and strategies approved by the Board, and overseeing the Group’s
business and operations. His duties are set out in his service agreement
entered into with the Company.

Attendance of Board Meetings

Regular Board meetings are held at least four times a year at approximately
quarterly intervals. Tentative dates of regular Board Meetings for the next
calendar year are scheduled approaching the end of the year in order to
facilitate the directors to plan for attendance of the meetings. Additional
Board meetings will be arranged, as and when required, to deal with ad
hoc issues. Director who is not able to present physically at any Board
meeting may participate by means of a conference telephone or other
similar communications equipment in accordance with the Company’s bye-
laws.
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Board of Directors (continued)

Attendance of Board Meetings (continued)

Four Board meetings were held during the financial year ended 31 March
2007. Attendance of directors to the Board meetings are set out below:

EEE 0w

EEggRdES2w»
REBE-—ST+E= A=+ A - MRERERLET TR E
2SR EEHEESFS YR LR EHINT:

Date of Meeting

BEAH

Director 12/04/2006 07/07/2006 06/10/2006 01/12/2006
== —BEXE —BEXRE —BEXRE —EEXF

mA+=H +HA+tH +AxH +=HA—H

Meetings Attended / Eligible to Attend
HEBEREHEERRE
Executive Chairman HITERE
V-nee YEH HER v v v v
Executive Directors HITESE
Rodney Gordon FRANKS (resigned)' Rodney Gordon FRANKS (E2.BHE) ! v v n/a n/a
Ka-kui CHAN? PR 2R 02 n/a n/a v/ v
Non-Executive Director FHTES
Ki-chi KWONG BEE v v v v
Independent Non-Executive BYEHT
Directors =3

Tobias Josef BROWN Tobias Josef BROWN v - v v
Ho-ming Herbert HUI FF A v v v v
Kin-fung Jeffrey LAM MR v v v v
Kwok-kuen Peter LAU 2B v v v v
No. of directors appointed BEAEEHE 7 7 7 7
Attendance in total FER YN 77 6/7 717 717
Percentage of attendance in total ~#HFXE 100% 85% 100% 100%

Mr. Rodney Gordon FRANKS has resigned as an executive director and the
managing director of the Company with effect from 12 July 2006.

Mr. Ka-kui CHAN was appointed as an executive director and the managing
director of the Company with effect from 19 August 2006.

n/a not applicable
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Board of Directors (continued)

Board Proceedings

Directors have full and timely access to all relevant information, including
reports from the Board committees and reports from the management.
They are also provided with updates on the latest developments of the
Listing Rules and other relevant legal and regulatory changes and matters
of relevance to the directors in discharging their duties as and when
appropriate.

Generally, notice of at least 14 days is given for each regular Board meeting
and reasonable notice is given for all other Board meetings. The company
secretary assists the Board chairman to prepare the meeting notice and
agenda. Meeting agenda is circulated in draft form for directors’ comment
so that each director may include any item in the agenda. Agenda
accompanied by meeting papers with sufficient and reliable information
are sent to each director not less than 3 days before the meeting date to
enable the directors to make informed decisions on the matters to be
discussed.

The company secretary is responsible for taking minutes of the Board
meetings, drafts and final versions of which will be circulated to directors
for comment and record, respectively, and in both cases, within a reasonable
time after each meeting. Minutes are recorded in sufficient detail the
matters considered by the Board and decisions reached, including any
concerns raised by the directors or dissenting view (if any) expressed.
Minutes of Board meetings are kept by the company secretary and open
for inspection to any director on request.

All directors of the Company have access to the company secretary who is
responsible for ensuring that Board procedures are complied with and all
applicable rules and regulations are followed.

The directors may seek independent professional advice in appropriate
circumstances at the Company’s expenses in order to assist them to
discharge their duties to the Company.

Board approval is also given by circulation of resolution in writing pursuant
to the bye-laws of the Company on urgent matter which requires decision
in a very tight timeframe and hence convening a Board meeting is difficult
or not practicable. In case resolution in writing is circulated, sufficient
information and explanatory materials will also be provided to the directors
at the same time. During the year ended 31 March 2007, three sets of
resolutions in writing were passed by the directors for approving different
matters. All these written resolutions were tabled at the next following
Board meetings for directors’ review and comment (if any).
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Board of Directors (continued)

Board Proceedings (continued)

If a substantial shareholder or a director has a conflict of interest in a
matter (including material transaction with connected persons) which the
Board determines to be material, the Board will hold a meeting instead of
giving approval by way of circulation of resolution in writing.

Appropriate insurance cover on directors’ and officers’ liabilities has been
arranged to protect the directors and officers of the Group.

Appointment, Re-election and Removal of Directors

The Board currently does not find it necessary to set up a nomination
committee to consider the appointment, re-election and removal of
directors of the Company. The Board as a whole has assumed this
responsibility. During the year, the Board had resolved to appoint Mr. Ka-kui
CHAN as the executive director and the managing director of the Company.

All the non-executive and independent non-executive directors of the
Company are appointed for a term of two years subject to the requirements
of the Listing Rules and the bye-laws of the Company, including the
requirements of retirement by rotation and re-election or standing for re-
election at annual general meetings of the Company at least once every
three years.

In accordance with the old provisions of the bye-laws of the Company
prior to the amendments made on 18 August 2006, both the chairman of
the Board and the managing director of the Company were not subject to
retirement by rotation and re-election. Hence for the purpose of compliance
with the requirement under code provision A.4.2 of the CG Code, the
Company has, at the 2006 AGM, passed a special resolution to amend
certain provisions of its bye-laws such that, inter alia, every director,
including the chairman of the Board and the managing director, are now
subject to retirement by rotation and re-election or (as the case may be)
subject to re-election at least once every three years.

The Company has also at the 2006 AGM amended bye-law 103 of its bye-
laws such that the Company can now remove any director by passing an
ordinary resolution at general meeting. The purpose of the aforesaid
amendment is to bring the relevant provision of the bye-laws of the
Company relating to removal of directors in line with the requirement of
the Companies Ordinance (Chapter 32 of the Laws of Hong Kong).
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Board of Directors (continued)

Delegation by the Board

The Board has delegated certain authority and responsibilities to the
management for managing the Group within the control and authority
framework set by the Board. The Board has also delegated its certain
responsibilities to the executive committee, audit committee, remuneration
committee and committee of trustees for the employee share subscription
scheme.

Board Committees

Board committees are established pursuant to bye-law 124 of the
Company’s bye-laws, each of which is to assist in the execution of the
Board's responsibilities and oversee particular aspect of the Group's affairs.
Each Board committee is provided with sufficient resources to discharge
its duties properly, and holds meetings in accordance with the Company’s
bye-laws, its respective specific written terms of reference (if any) and,
where applicable, the proceedings of Board meeting.

Executive Committee

The executive committee of the Board was established since 1991.
Currently, the executive committee comprises 4 members, namely, Mr.
Ka-kui CHAN, the managing director of the Company, Mr. Barry John
BUTTIFANT, the alternate director to the Board chairman, Mr. Wai-tai LAW,
the assistant managing director of certain major subsidiaries of the Group
and Mr. Yuk-fai Charles KAM, the financial controller and qualified
accountant of the Group. The primary duties of the executive committee
are to make decisions on approval of certain business transactions,
allotment of shares pursuant to exercise of options under the Company’s
executive share option schemes, banking matters and other routine affairs
within the normal business scope of the Group with a view to assisting the
Board to discharge partially its functions.

The authority and duties of the executive committee are set out in its
specific written terms of reference, the latest version of which was adopted
by the Board on 13 April 2007 after review of the powers and duties
delegated. Full text of the specific written terms of reference of the executive
committee is posted on the Company’s website.

The executive committee shall meet as and when required depending on
business and operations needs. During the year ended 31 March 2007,
the executive committee met eleven times to discharge their duties. Mr.
Ka-kui CHAN and Mr. Barry John BUTTIFANT have attended ten times and
eight times out of those meetings respectively.
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Board Committees (continued)

Remuneration Committee

The remuneration committee of the Board was established on 1 April 2005
comprising Mr. V-nee YEH as the chairman and Mr. Tobias Josef BROWN
and Mr. Ho-ming Herbert HUI as members.

The authority and duties of the remuneration committee are set out in the
specific written terms of reference adopted by the Board, full text of which
is posted on the Company’s website.

The remuneration committee’s written terms of reference are summarised
as follows:

(i)  To conduct regular review of the Company’s remuneration policy and
procedures regarding the Company’s directors and senior
management’s compensation.

(i)  To make recommendations to the Board on the Company’s policy
and structure of all remuneration of the Company’s directors and
senior management and on the establishment of a formal and
transparent procedure for developing policy on such remuneration.

(iii) To determine the remuneration packages of all executive directors
and senior management and make recommendations to the Board
on remuneration of the non-executive directors of the Company.

(iv) To approve remuneration packages of senior management proposed
by the managing director of the Company.

(v) To review and determine performance-based remuneration by
reference to corporate goals and objectives resolved by the Board
from time to time.

(vi) To review and approve the compensation payable to executive
directors and senior management in connection with any loss or
termination of their office or appointment.

(vii) To review and approve compensation arrangement relating to
dismissal or removal of the Company’s directors for misconduct in
accordance with relevant contractual terms.

(viii) To advise shareholders on how to vote with respect to any service
contract of director of the Company that requires shareholders’
approval under the Listing Rules.

(ix) To ensure that no director or any of his associates is involved in deciding
his own remuneration.

The remuneration committee shall meet at least once a year. During the
year ended 31 March 2007, one remuneration committee meeting was
held on 27 June 2006 with all members present to perform the duties of
the remuneration committees as summarised above.
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Board Committees (continued)

Remuneration Committee (continued)

During the year ended 31 March 2007, three sets of resolutions in writing
were passed for approval of the services agreement and the supplemental
deed to the services agreement of Mr. Ka-kui CHAN, the managing director
of the Company as well as grant of options under the executive share
option scheme of the Company. All these written resolutions were tabled
at the subsequent Board meetings for Directors’ review and comment (if
any).

Remuneration Policy of the Group

The Group sets its remuneration policy by reference to the prevailing market
conditions and a performance-based reward system. It is to ensure that
the Group is able to attract, retain and motivate executives of the highest
caliber essential to the successful leadership and effective management of
the Group. The performance measure is balanced between financial
measures and industry comparative measures to achieve maximum
alignment between executives and the shareholder objectives. The total
remuneration is made up of base salary, allowances, benefits in kind,
incentive bonuses, contributions to retirement funds and long term rewards.
In the course of the re-engineering process implemented by the Group
during the financial year ended 31 March 2007, the previously established
executive remuneration committee and management remuneration
committee were replaced by a streamlined process as described below.

The remuneration packages of the directors of the Company are
recommended by the remuneration committee and determined by the
Board except that no directors are allowed to make recommendation on
or determine his own remuneration package. Director’s remuneration is
determined by reference to each director’s duties and responsibilities in
the Group as well as the overall performance of the Company and the
Group and the prevailing market situation.

The remuneration packages of the senior management are recommended
by the managing director of the Company and determined by the
remuneration committee by reference to their respective responsibilities
and accountability, target achievement, business results and market
competitiveness of the Group. The remuneration packages of the
managerial and support staff are determined by the managing director of
the Company.

The incentive bonus scheme for each major business sector is set up for
senior management staff and employees with significant contributions to
the business objectives. The scheme is business result oriented and
performance based. Share options are granted to the directors, senior
management and other employees based on individual performance and
overall contributions to the Group. The number and terms of share options
granted to each grantee are proposed by the executive directors (except
for options granted to their own), reviewed by the remuneration committee
and recommended for approval by the Board.
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Board Committees (continued)

Remuneration Committee (continued)

The Group has sought to make the policy more transparent, aligning the
business strategy an incentive with the interest of shareholders. The
remuneration policy is well communicated to all levels of staff.

Details of remuneration payable to each director of the Company for the
financial year ended 31 March 2007 are set out in note 9 to the consolidated
financial statements on pages 90 to 91 of this annual report.

Audit Committee

The audit committee of the Board has been in place since 1998 to provide
the Board with an independent and objective review of the financial
reporting process, internal controls and audit function and to address
specific management needs with emphasis on:

(i)  appraising the quality of the audit work of the Company’s internal
auditor and external auditors;

(i) serving as an independent and objective party to review the financial
information presented by management to shareholders, regulators
and the general public;

(iiiy ascertaining the adequacy of the Company’s internal control system;
and

(iv) serving as a useful channel of communication between the Board
and the external auditors and internal auditor on audit matters.

The audit committee currently comprises Mr. Tobias Josef BROWN as the
chairman and Mr. Ho-ming Herbert HUI and Mr. Kin-fung Jeffrey LAM as
members, all of whom are independent non-executive directors of the
Company. None of the audit committee members are or have ever been a
partner of the existing audit firm engaged by the Company.

The duties of the audit committee are set out in the specific written terms
of reference adopted by the Board, full text of which is posted on the
Company’s website. Its principal duties include, inter alia, recommending
the appointment or re-appointment, or removal of the Company’s external
auditors; reviewing their remuneration; reviewing the Company’s interim
and annual financial statements and other financial reports of the Group
as prescribed in its specific written terms of reference; and reviewing the
Company’s financial reporting system, internal control procedures (including
monitoring the effectiveness of the internal audit function) and risk
management systems. The audit committee has explicit authority to
investigate any activity within its specific written terms of reference and
the authority to obtain outside legal or other independent professional
advice if it considers necessary.
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Board Committees (continued)

Audit Committee (continued)

The audit committee shall meet at least twice a year. In the financial year
ended 31 March 2007, four audit committee meetings were held.

Attendance of members to the audit committee meetings during the
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financial year ended 31 March 2007 is set out below: HE S 2 iR san T
Date of Meeting

Member of B2AH
Audit Committee 12/04/2006  27/06/2006  06/10/2006  27/11/2006
BRERERE —BEAE —BEAE —BEAE —BEAE

mMA+=8 AA=t++tH +AXBE +—-A=t++tH

Meetings Attended / Eligible to Attend
HEBEREEEIRE

Chairman *E
Tobias Josef BROWN Tobias Josef BROWN v v v v
Members RE
Ho-ming Herbert HUI &R v v v v
Kin-fung Jeffrey LAM PN EE S v v v v
No. of members appointed BZAEKESHE 3 3 3 3
Attendance in total A A 3/3 3/3 3/3 3/3
Percentage of attendance in total MHEE 100% 100% 100% 100%
During the audit committee meetings held in the year ended 31 March RZ-ZEZ+F=A=+—HILFERTHEZZETSR B
2007, the audit committee had reviewed the interim and annual results ZZE8&@EEBMTHRFEEE URBRMERE 5 ERR

and the corresponding financial statements with a view to ensuring that
the Company’s financial statements are prepared in accordance with the
accounting principles generally accepted in Hong Kong. The audit
committee had considered the reports from the external auditors on the
scope and findings for their independent review of the audit of the interim
and annual financial statements.

There has not been any disagreement between the Board and the audit
committee’s view on re-appointment of external auditors, and they both
agree to recommend the re-appointment of Messrs. PricewaterhouseCoopers
as the Company’s external auditors for the ensuing year at the 2007 annual
general meeting of the Company.
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Board Committees (continued)

Committee of Trustees for Employee Share Subscription
Scheme

Pursuant to rules of the employee share subscription scheme (the “Share
Scheme") adopted by the Company on 23 August 2002, a committee
comprising three trustees should be established with primary duties (i) to
administer and carry out the provisions of the Share Scheme; and (ii) to act
as custodian of the funds contributed by the participating employees for
the purpose of subscribing on behalf of the said participating employees
for the shares of the Company. As authorised by the Board, the said
committee currently comprises Mr. V-nee YEH, Mr. Ka-kui CHAN and Mr.
Yuk-fai Charles KAM as trustees to discharge the duties. As this committee
is specifically established to deal with the administration of the Share
Scheme and its duties have been clearly defined in the rules of the Share
Scheme and the board resolutions for appointing the trustees, it is
considered that another set of specific written terms of reference is not
necessary for this committee.

Delegation to Management

Management Committee

The monitoring of business operations and implementation of business
plans and strategies adopted by the Board are performed by senior
executives led primarily by the managing director of the Company. As
such, the management committee focused on Hong Kong operations was
established on 1 April 2001 comprising key senior executives and is chaired
by the managing director of the Company. The management committee
is responsible for the oversight and management of the Group’s day-to-
day operations. The management committee meets once a month to review
and discuss the Group’s performance against budget, progress of projects,
business strategy and matters relating to environmental, health and safety,
human resources and information technology. There are other management
committees responsible for day-to-day operations in Macau, China and
electrical and mechanical business set up with regular meetings to review
and discuss the performance of such segments.

Tender Procedures and Investment Policy

In the course of the re-engineering process mentioned earlier, both the
tender panel and the finance committee disclosed in the last Corporate
Governance Report (as contained in the annual report for 2005/06 of the
Company) were abolished but replaced by redefined tender procedures
and investment policy.

Tender Procedure

The tendering department is responsible for the review of business
opportunities and their associated risk; formulating viable business models;
and deciding the strategy and tactic towards each opportunity. The
tendering director or the managing director of the Company working
together with the estimator, the proposal manager or other expertise shall
review, discuss and approve business proposals submitted by various
business divisions.
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Delegation to Management (continued)

Tender Procedures and Investment Policy (continued)

Investment Policy

As recommended by the management with a view to refining hierarchy of
finance control, the finance committee is replaced by a group investment
policy which set out the strategy and approval process for the Company’s
investment in securities and other financial instruments in Hong Kong and
overseas.

Internal Audit

In April 2004, the audit committee of the Company resolved to develop its
own internal audit function, as part of the ongoing effort to focus on
greater efficiency within the Company and to quickly respond to the
management’s concerns and identify problem areas. The Group has
appointed its own internal auditor. Internal audit adopts a risk and control
based audit approach. The work plan of internal audit is reviewed and
endorsed by the audit committee of the Company. Examination of the
processes, practices and procedures of internal controls for business
operations and corporate functions of the Group have been performed
on a regular basis. Internal audit reports containing findings and
recommendations on improvements are submitted to the audit committee
of the Company for review. During the year ended 31 March 2007, the
audit committee was satisfied with the internal audit works performed.

Technical Audit

The technical audit function is overseen by the contracts services
department, which is independent of site operations, aiming at enhancing
the production of quality and error free products in the production process.
The technical audit plan is also formulated by the contracts services
department, and the results of the technical audit together with any
recommendation for improvement are reported to the relevant project
director and executive management for necessary action.

Internal Control
The Board has overall responsibility for the Group’s internal control system
and for the assessment and management of risk.

In meeting its responsibility, the Board has defined a management structure
with limits of authority that helps achieve the business objectives; safequard
assets against unauthorised use or disposition; ensure the maintenance of
proper accounting records for the provision of reliable financial information;
and ensure compliance with relevant legislation and regulations. Such
management structure is regularly reviewed to accommodate for the
defined or refined business objectives and changing market conditions.
The Board also aims at increasing the risk awareness across the Group's
business operations and hence has put in place policies and procedures
that provide a framework for the identification and management of risk.
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Internal Control (continued)

Functional directors are appointed to the boards of all major operating
entities in the Group to oversee daily operations of those entities. Proper
authorisation procedures are put in place for the review and approval of
significant projects and major capital investments. Budgets must be
approved before adoption and will be reviewed regularly. Proper controls
are in place for recording complete, accurate and timely accounting and
management information.

The internal audit and technical audit functions described above also
represent two key components of the internal control system of the Group.
The internal audit function provides an independent assurance to the Board
and executive management on the adequacy and effectiveness of internal
controls for the Group on an on-going basis.

During the year under review, the Board has conducted a review of the
effectiveness of the internal control system of the Group through discussion
with the audit committee on any significant findings and control issues.
These procedures provide reasonable, but not absolute, assurance against
material errors, losses and fraud, and to manage rather than eliminate
risks of failure in the Group’s operational systems and in the achievement
of the Group’s business objectives.

Directors’ Responsibility for Financial Reporting

The directors of the Company acknowledge their responsibility for preparing
the consolidated financial statements which give a true and fair view of
the state of affairs of the Company and the Group on a going concern
basis. With the support of the accounting and finance functions led by the
financial controller of the Group, the directors of the Company have ensured
that the consolidated financial statements for the year ended 31 March
2007 are prepared in accordance with appropriate accounting policies
applied consistently save for those new and amended accounting standards
as disclosed in the notes to the consolidated financial statements. To the
best of knowledge of the directors of the Company, there is no uncertainty
relating to events or conditions that may cast significant doubt upon the
Company'’s ability to continue as a going concern.

In preparing the interim and annual financial statements, announcements
and other financial disclosures required under the Listing Rules, the Directors
have presented a balanced, clear and understandable assessment of the
Group’s position and prospect.

The auditors’ report, which contains the statement of the external auditors

of the Company about their reporting responsibilities on the Company’s
financial statements, is set out in pages 62 to 63 of this annual report.
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Auditors’ Remuneration

The fees paid to Messrs. PricewaterhouseCoopers, the Company’s external
auditors, for services rendered for the financial year ended 31 March 2007
are set out as follows:

o B 357

HE-TTLE=A=+—AULHREE RARTDINERM
BV SRR R AT D BRI G RS B X B AHS)
T

Services rendered Fees paid

Friz AR A 2fEA

HK$ 000

BEE T

Audit services EBIZR 1,640
Non-audit services: T AR -

Taxation i 297

1,937

Non-audit services provided by Messrs. PricewaterhouseCoopers are
considered insignificant and have not affected their independence.

Shareholders’ Rights, Investor Relations and
Communications with Shareholders

In addition to publishing interim and annual reports, announcements,
circulars, and press releases of the Company, updates on the
Group’s developments are provided on the Company’s website at
http://www.hsinchong.com which is updated on a timely manner.

Annual general meeting is deemed as a forum for shareholders to
communicate directly with the Board members, for which at least
twenty-one clear days prior notice together with detailed agenda is given.
Separate resolution is proposed at annual general meeting on each
substantially separate issue, including the election of each individual director.

In accordance with the bye-laws of the Company, any shareholder holding
not less than one-tenth of the paid-up capital of the Company carrying
the right of voting at general meeting shall have the right, by written
requisition served onto the Board or the company secretary, to require a
special general meeting to be called by the Board for transaction of any
business specified in such requisition.

Details of the right of shareholders to demand a poll and procedures of
poll voting at general meeting will be included in each circular relating to
the convening of a general meeting. The chairman of the meeting will
also explain the poll voting procedures at the relevant general meeting.

Continuous Corporate Governance Enhancement
The Board is committed to continuous corporate governance enhancement
including giving close attention to any regulatory changes.
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Management'’s Discussion and Analysis

LN AT

SR

Financial Position

The Group maintains its policy of conservative capital management. The
debt to capitalisation was reduced to 4% at the balance sheet date (31
March 2006: 33%). The decrease in the gearing ratio was mainly due to
the repayment of loans during the year given the available funds after the
sale of several property assets and other securities investments. The
construction bank loan of RMB129.8 million for Guangzhou Wen Chang
Pavilion, the first phase development in which the Group has an effective
interest of 42%, was fully repaid in this year. Total bank borrowing at the
balance sheet date only amounted to HK$25.0 million which is repayable
within one year (31 March 2006: HK$280.3 million, of which 64% was
repayable within one year). Up to 30 June 2007, total credit facilities
available to the Group amounted to HK$480.0 million with unutilised
balances of HK$455.0 million. The Group’s other financing requirements
for the new financial year will be easily met by available cash and cash
generated by operations and banking facilities.

At 31 March 2007, net working capital amounted to HK$325.2 million
(31 March 2006: HK$281.9 million) and given the improvement in liquidity,
the quick ratio has increased to 0.9 at the balance sheet date (31 March
2006: 0.7). Cash balances, held-to-maturity investments and financial assets
at fair value through profit or loss were 2.1% higher at HK$689.2 million
compared with the last financial year end (HK$674.8 million) with 87%
(31 March 2006: 66%) as cash and cash equivalents. The Group's
consolidated balance sheet is now significantly improved in liquidity and
virtually ungeared — an enviable position amongst the construction
companies in Hong Kong.

Financial Focus

Return on Equity

The Group pays close attention to return on equity for both current
businesses and new investment opportunities. The Group appreciates just
being more profitable than other companies in the same industry may not
be good enough for some investors. As a manager of public shareholders’
capital, the Group aims to generate risk-adjusted returns on capital that
are systematically acceptable to investors taking into account that
construction is a cyclical industry. Current year’s profitability has achieved
a return on equity of 18.5% (2006: 23.7%).

Capital Structure

The Group has historically adhered to a policy of conservative capital
management. A strong balance sheet affords more opportunities upon an
industry upturn, and instils greater confidence amongst its clients, bankers,
sub-contractors, suppliers and employees. Furthermore since progress
payments in the construction business inherently create high operating
leverage, an overlay of high financial leverage over any extended period
would not be prudent.

Executive and Management Remuneration

The Group sets its remuneration policy by reference to the prevailing market
conditions and a performance-based reward system. It is to ensure that
the Group is able to attract, retain and motivate executives of the highest
caliber essential to the successful leadership and effective management of
a company. The performance measure is balanced between financial
measures and industry comparative measures to achieve maximum
alignment between executives and the shareholder objectives. The total
remuneration is made up of base salary, allowances, benefits in kind,
incentive bonuses, contributions to retirement funds and long term rewards.
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Financial Focus (continued)

Executive and Management Remuneration (continued)

The remuneration packages of the directors of the Company are
recommended by the remuneration committee and determined by the
Board. The remuneration packages of the senior management are
recommended by the managing director of the Company and determined
by remuneration committee of the Company.

Financial Hedging and Other Financial Instruments

The Group’s net borrowings and cash balances are primarily denominated
in Hong Kong dollars, Macau Patacas, US dollars and Renminbi. The Group
has no significant exposure to foreign currency fluctuations. In addition,
the Group adopts hedging policies for mitigating interest rate risks and
exchange rate risks associated with respective assets or liabilities, rights or
obligations. Such policies ensure effective cost controls on construction
cost as early as the tendering stage and controllable borrowing costs for
operation and investment needs.

Interest rate risk and exchange rate risk, are risks to earnings or capital,
arising from movement of respective rates. The former mainly arises from
bank borrowings by the Group and the latter comprises exposure due to
currency needs from normal business operation for material procurement
and services requirements. The Group has established policies and
procedures to the assessment, booking and monitoring of all such financial
instruments. The controls and procedures governing such activities were
considered overall to be adequate.

Gains or losses arising from relevant hedging transactions will be booked
as a profit or loss associated with the underlying assets or liabilities.

At year end, the Group has outstanding forward exchange contracts to
hedge HK$87.2 million mainly against the US Dollar, GBP and Euro.
Subsequent to year end, a HK$50.0 million contract was closed and another
three contracts totalled HK$33.0 million* were entered into.

* Include equity share in a jointly controlled entity

Operational Review on Contracts

Subsidiaries

Over the past twelve months, the Group’s building construction arm
received new contracts of HK$957.6 million, including the construction of
HSBC Data Centre at Tseung Kwan O Industrial Estate from The Hongkong
and Shanghai Banking Corporation Limited, and a renovation work contract
at Cheung Fat Shopping Centre, Tsing Yi, New Territories from The Link
Management Limited (total contracts received were HK$1,291.2 million).
In addition, a civil engineering contract of HK$30.5 million from the Hong
Kong Jockey Club for the extension of existing underpass at Sha Tin
Racecourse, Sha Tin was secured in this year.
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Operational Review on Contracts (continued)

Subsidiaries (continued)

The electrical and mechanical installation arm at 31 March 2007 increased
its order book by 40.2% over last year's level to HK$1,533.8 million. The
principal contract awards included HK$204.5 million MVAC Installation
Subcontract for the Proposed Office Development on KTIL 242 at 102
How Ming Street, Kwun Tong, Kowloon; HK$188.0 million HVAC and
Electrical Installations Subcontract for Laboratory Buildings for Hong Kong
Science Park Phase 2 Area A2 at TPTL No. 182; and HK$59.0 million MVAC,
Electrical, Fire Services and Plumbing & Drainage Installations Subcontract
for Redevelopment of Lido Complex at 26-30 Beach Road, Repulse Bay,
Hong Kong.

Contracts totalling HK$1,216.3 million were completed with HK$838.2
million derived from the building construction arm, mainly for two
residential developments at STTL 526, No.2 Lok Kwai Path, Area 43, Shatin
and at Lot No. 4784 in D.D. 104, Ngau Tam Mei, Yuen Long, and a build
contract for the design and construction of Tong Ren Tang Chinese Medicine
Manufacturing Factory at Tai Po Industrial Estate. Other works completed
mainly included a civil engineering contract from Drainage Services
Department in respect of the construction of the San Tin Eastern Main
Drainage Channel and an electrical installation subcontract work for
Centralized Science Laboratories at The Chinese University of Hong Kong.

Consolidated orders on hand at financial year end amounted to HK$7,332.0
million, a 9.0% increase over the previous year.

The breakdown of incomplete contracts of the Group’s construction
subsidiaries is as follows:

TREKRR @

Fff B 2 7] )

HE-_ZTTHHF=-A=-+—HB HEXKIBREBNANREAE
B AFEHNN40.2%Z45%1,533,800,0007T E B AL BTFEN
EEBETLRE 102 BENE 242 REE TERREREEN
R R G H A #)7%204,500,0007T AT HDER
182 EARBFEE B (BREAE) TIRA2E 2 ZHHHRE &
BREED HEKE188,000,0007T AR B /K& G #HE
26-305REBHBEEIA A MIEBR = ER BN R EEHKES
T 5 ¥4 #975159,000,0007T °

% T A K4 EHEH1,216,300,0007T  H i #838,200,0007T
REEFREER TE A HEI3R LR ATHER
52657 M ITRALE R 1043 ERA7845%  MEIFEEIER - LA K&
AHITESRCERER TR AT NBRES -HMETT
BXrEeEEBEFHREZKETARIREAREEHFX
AREEREEMIREEREEDHEL-

BEMs RAFBRFEREGES
7,332,000,0007T 8EFE FF9.0% ©

BANEERESR

REEREEB 2 MBRRRTERAKAMANT:

31 March Contracts Contracts 31 March
2006 received  completed 2007
—ETR % X —EETLF
=ZA=+—A” B HIFE A#4% =ZA=+-—H
HK$ million  HK$ million  HK$ million HK$ million
BEEET BEEET BEEET BEBER
Building Construction/ BFEEEEER
Construction Management
Hong Kong and Macau BB RIBM 4,326.2 1,273.6 (824.4) 4,775.4
Mainland China B KR 988.5 17.6 (13.8) 992.3
Civil Engineering TARIRR
Hong Kong BB 319.0 541 (342.6) 30.5
Electrical and Mechanical WELETE
Installation
Hong Kong BB 1,094.1 475.2 (35.5) 1,533.8
6,727.8 1,820.5 (1,216.3) 7,332.0
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Operational Review on Contracts (continued) TREBMMR @
Subsidiaries (continued) M AT @
The split of incomplete contracts at balance sheet date is as follows: REZBZ RTEREKBEITINT
Amount
¢
HK$ million %
BEEET anth
Government 2G5 8.7 0.1
Public, Charitable or Non-Profit Institutions NE SN IELFIERE 470.0 6.4
Hospital L 1,030.0 14.1
Private Developers FLABERS 5,823.3 79.4
7,332.0 100.0
Building Construction and Civil Engineering st AIR

Total revenue and outstanding orders for 2006/07 were HK$2,096.1 million  —mmy /= 4> mugas A3#E%2 096,100,0007T  EEE
and HK$5,798.2 million, increases of 6.0% and 2.9%, respectively over  mryine oo, - sk SRk & 448 (E B HES, 798,200,0007T Bk

last year. Profit margins improved to 2.5% this year from 1.9% of last 1402 9% - FIEIEEBIREEE] 9% H EARERE2 5% o
year.

Major contracts received during the year include: FERNEREY FEA LB
Contract Location Type Amount
an B W] ]
HK$ million
BEEET
HSBC Data Centre at Tseung Kwan O, Hong Kong Office building 908.3
Tseung Kwan O Industrial Estate BEBER WAEKE
HERT RMELEEH O
Cheung Fat Shopping Centre Tsing Yi, Hong Kong Commercial 49.3
REWES BEEEFK [EES
Extension of existing underpass at Sha Tin, Hong Kong Civil work 30.5
Sha Tin Racecourse HELH TARTIR

DHBSRERETE
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Operational Review on Contracts (continued)
Building Construction and Civil Engineering (continued)

TREEBAMR @
BFEERIAIE@®

Major contracts completed during the year include: ERNER T TBALBEE:
Contract Location Type Amount
an b B =5l x
HK$ million
BEEET
Residential Redevelopment at Sha Tin, Hong Kong Residential 577.5
STTL 526, No.2 Lok Kwai Path, Area 43 BEEYH F=
FA3REZIC 2P AT ERS265F (T EERIA A
Proposed Residential Development at Yuen Long, Hong Kong Residential 160.8
Lot No. 4784 in D.D. 104, Ngau Tam Mei HETTH F=
FER 1043 ERA7845F BT THREIER
Tong Ren Tang Chinese Medicine Tai Po, Hong Kong Design and build 97.0*
Manufacturing Factory at N FEt Kok
Tai Po Industrial Estate
A3 TSR [RI 2 B 22 R
San Tin Eastern Main Drainage Channel Yuen Long, Hong Kong Civil work 342.6
MHARE2HKE HETTH TARTRE

# Part of the contract has been sub-contracted to Hsin Chong Aster

Electrical and Mechanical Installation

Total revenue and outstanding orders for 2006/07 are HK$635.5 million
and HK$1,533.8 million, increases of 127.5% and 40.2% respectively over
last year. Profit margins deteriorated from +1.6% in last year to -1.4% of

# WEHEPBOEDHiHETHE

BMEZHETRE

“ETNTHFE 2B AB1635,500,0007T  BEFE
#HN127.5% * MARTER A HI4B(E AB%1,533,800,0007T &2
FEHNMNL0.2% - FHEEFEAHREFELEICRRESTFER

this year. 1.4%
Major contracts received during the year include: FERNEES TBAGREE:
Contract Location Type Amount
a8 bk Pl &8
HK$ million
BEEST
Proposed Office Development on Kwun Tong, Hong Kong Electrical and mechanical 204.5
KTIL 242, 102 How Ming Street aBEEE HETR
TIRAET1025R B A ER 2425 I E B TIE R IA B
Hong Kong Science Park Phase 2 Area A2 Tai Po, Hong Kong Electrical and mechanical 188.0
at TPTL No. 182 (Laboratory Buildings) N HE TR
KT ER 18258 BERIHREE —BTEA2[E
(BEREXE)
Redevelopment of Lido Complex at Repulse Bay, Hong Kong Electrical and mechanical 59.0

26-30 Beach Road
JEEE26-305 BEPEEIE R
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Operational Review on Contracts (continued)

TRERKNRR @

Electrical and Mechanical Installation (continued) EZETIR @
Major contracts completed during the year include: FATKZEBZENBRE:
Contract Location Type Amount
an b B =il x
HK$ million
BHBET
A Purpose — Designed Building for Sha Tin, Hong Kong Electrical and mechanical 19.8
Centralized Science Laboratories at HEDH WEIRE
The Chinese University of Hong Kong
EETXKRBEREEFAE
Tong Ren Tang Chinese Medicine Tai Po, Hong Kong Electrical and mechanical 10.9"
Manufacturing Factory at Tai Po e HBETZ

Industrial Estate
NI TS TR R = B 4

A

Sub-contract value being awarded by a group company

Joint Ventures

No contract was received or completed during the year. The breakdown
of incomplete contracts of the Group’s construction joint ventures, is as
follows:

HEBERRRREZ D HE O

BERE

FA W EEES TR EMN S - NEBRZEXB 22 BER
TRARNBEDSTIAT

31 March Contracts Contracts 31 March

2006 received  completed 2007
ZEEREF BE TR ZEEEF
—A=+—8 BRI A4 =A=+—H

HK$ million  HK$ million  HK$ million HK$ million
BEESET AEEERxT  A¥EET BYEER

MBH Joint Venture MBHA& & (b2 1,483.4 - - 1,483.4

Maeda-Hitachi-Yokogawa AT — B — &
-Hsin Chong Joint Venture —¥amE 2,760.0 - - 2,760.0
4,243.4 - - 4,243.4

Note:  The amounts shown above are gross figures and do not reflect the Group’s
net attributable share.

Construction Related Property Development

(1) Lung Mun Oasis, Tuen Mun, Hong Kong
At the balance sheet date, 257 car parking spaces remain unsold
(last year 258 spaces) with carrying value of HK$20.3 million, net of
impairment provision of HK$32.6 million. These car parking spaces
are currently available for rental income either on a monthly or on an
hourly basis.

i BRI R SRR S E R FEED

HEEREEZMERR

(1) BELFIEFIE
BERHRA 257 EAFESEUDREL (ZTTNF:
258{EE ) - 4 BRI AR 8 6 32,600,000 14 - i %
(i 7 BEEI{E 48 120,300,000 < 35 S 1A B 7 s
ABAEAREKRA-
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Operational Review on Contracts (continued)
Construction Related Property Development (continued)

(2)

3)

(4)

(5)

36

No. 3 Lockhart Road, Wanchai, Hong Kong

The development is a 26-storey office building. The Group has a 20-
year freely-assignable master lease for the 11th - 30th floors,
comprising approximately 77,000 square feet. The residual lease term
is around 7 years. Occupancy rate has been improved to 97% this
year (2006: 94%). Current carrying value stands at HK$68.2 million
after an impairment loss of HK$2.0 million recognised this year.

Novotel Century Harbourview, Sai Wan, Hong Kong

In June 2006, Cheer Star Development Limited (as vendor), being a
22.5% associated company of the Group, entered into a binding
agreement with an independent third party to dispose of Novotel
Century Harbourview Hotel at a consideration of HK$588.4 million.
The transaction was completed and recorded a profit of HK$10.9
million in the year.

Hsin Chong Center, Kwun Tong, Hong Kong

The property (which has approximately 107,000 square feet of space)
has been used as headquarters of the Group since April 1999 with
some office space taken up by certain related companies at market
rentals. Under HKAS 40 “Investment Property”, the area occupied by
related companies is classified as an investment property and resulted
this year in a revaluation gain of HK$6.3 million recognised, leaving
the carrying cost at HK$48.8 million at year end date. The remaining
area occupied by the group companies is carried at cost less
accumulated depreciation and impairment of HK$97.0 million. The
total carrying value of this property in our books is therefore HK$145.8
million, whereas the current open market value is significantly higher.

Guangzhou Wen Chang Pavilion, PRC

The project comprises a total site area of 18,215 square metres
(approximately 196,000 square feet) bound on the East by Wen Chang
Road North and on the South by Yao Hua Jie North, Guangzhou City,
PRC. The Group has an effective 42% interest in the project.

Phase | comprises a total saleable floor area of approximately 40,634
square metres with 98 car parks. At the balance sheet date, 49 car
parks are held for rental yields and classified as an investment property
with a carrying value of HK$4.3 million. The remaining 49 car parks
and unsold residential units are both classified as stock on sale with a
carrying value of HK$37.1 million, with the shop units remained shown
as a property under development for sale with a carrying value of
HK$36.8 million (net of impairment provision of HK$4.5 million).

Following the issuance of completion certificate of residential units
in February 2007, the Group reported a revenue of HK$253.1 million
as a result of the confirmed sale of residential units and a write-back
of the impairment in value of the property of HK$38.4 million (before
minority interests) this year. As at balance sheet date, 90% of the
available residential units had been sold at an average selling price
slightly above RMB7,200 per square metre.
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Operational Review on Contracts (continued)

Construction Related Property Development (continued)

(6) SuCasa Service Apartments, Kuala Lumpur, Malaysia
SuCasa is an 180-room service apartment development with dining,
recreational and parking facilities which commenced operations in
1993. The Group has a 10% interest in SuCasa. During this year,
Topway Investments Limited (as vendor), being a 33.33% associated
company of the Group, entered into a sale and purchase agreement
with an independent third party to dispose its interest in SuCasa
Service Apartments. The sales transaction was completed which
resulted in a share of profit of HK$3.0 million from Topway Investments
Limited.

Major Contracts and Projects Subsequent To Year End
Consolidated

Subsequent to the year end, the Group has been awarded four contracts,
including a building construction contract of HK$577.0 million from a
subsidiary of the Swire Group for Atrium Hotel at Pacific Place, 88
Queensway, Hong Kong; a construction management contract of HK$37.1
million from a private client for Sai Kei Hou Yuen Development at Estrade
Nova Do Miradouro No.1, Taipa, Macau; a civil engineering contract of
HK$15.5 million from the Hong Kong Jockey Club for Reconstruction of
Main Sewer from Grandstand 2 to Mafoo Quarter at Sha Tin Racecourse,
Sha Tin; and a building service installation subcontract of HK$548.0 million
from Hsin Chong - Yau Lee Joint Venture. Therefore, total incomplete
contracts increased further from HK$7,332.0 million to HK$8,509.6 million
as of 30 June 2007.

Joint Ventures

In April 2007, Hsin Chong - Yau Lee Joint Venture, in which Hsin Chong
has a 50% interest, received a construction contract of HK$1,654.3 million
from Architectural Services Department for the Design and Construction
of Prince of Wales Hospital - Extension Block. Part of the contract, at
HK$548.0 million, has been sub-contracted to a specialist subsidiary of
the Group.

Human Capital Investment

External Recognition

The Group has been awarded the 5 years Caring Company Logo by the
Hong Kong Council of Social Services for consistent commitment to
corporate social responsibility. The Group encourages employees actively
participating in voluntary services and charity activities by carrying out home
maintenance for the elderly, planting trees, visiting care and attention
home.

The Group has received 14 awards from 7 safety competitions and activities
organized by the Occupation Safety & Health Council, Labour Department,
Hong Kong Construction Association, Lighthouse Club, Environmental,
Transport and Works Bureau.

Internal Recognition

To motivate employees towards continuous learning, the Group developed
a recognition scheme “Outstanding Employee Award for Professional
Advancement” to reward employees with commitment in enhancing their
professional knowledge and contributing their learning to the jobs.
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Human Capital Investment (continued)

Training and Development

To cultivate learning in the Group, a Lunch Seminar each month is organised
for all employees. Soft and technical topics are covered to reinforce the
communications among the employees and to provide a focus to enrich
employees’ corporate knowledge as well as their well being such as health
and wealth management.

A Contract Administration Club has been formed. The Club serves as a
platform for the young engineers to communicate, share knowledge and
experience as well as learning through various gatherings, site visits and
training programmes.

The Group is committed to developing our employees by providing training
and development opportunities. Over 91 training courses have been
sponsored for staff with in excess of 10,621 attendance hours during the
year.

An analysis of the educational background of our total employees shows:
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Qualification Employees
=i BT
Number %
N Anth
Master Degree or above 260 113 8
Bachelor Degree or equivalent B ESRENEEER
professional qualification 345 24
Diploma or Higher Certificate holder OB m B SCRFEE A 243 17
Certificate holder BEREA 204 14
Others HAth 519 37
Total BE 1,424 100

Health, Safety and Environmental Management

Our Group is a major construction organisation in Hong Kong and Macau;
and also a premier builder operating in the Mainland. We recognise our
social responsibility to create a safe and healthy working environment.

Continuous efforts will be made to improve the safety performance in our
construction sites. More resources will be deployed to organise safety
awareness programmes and implement regulatory procedures.

Our operations have been accredited to comply with the ISO 14001
Certified Environmental Management System. We shall continue to respond
positively to measures that will contribute to a better environment.

Work safety and preservation of the environment are important parts of

the management objectives under one of the core values of our Group —
Social Responsibility.
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Mr. V-nee YEH

BA, ID, American Attorney-at-law, aged 48

Mr. YEH joined the Company as a Non-Executive Director in May 1991
and is now the Chairman of the Board. He is also the chairman of the
remuneration committee and a member of the committee of trustees of
the employee share subscription scheme of the Company, and a director
of a number of the subsidiaries of the Group. Mr. YEH graduated at the
School of Law at Columbia University and was admitted a member of the
California Bar Association in 1984. He has extensive experience in finance,
capital markets and risk arbitrage. He is a co-founder of Value Partners
Limited and the non-executive chairman of Argyle Street Management
Limited. Mr. YEH currently sits on the Takeovers & Mergers Panel, the
Takeovers Appeal Committee and SFC Dual Filing Advisory Group of
Securities and Futures Commission and MPF Schemes Advisory Committee
of Mandatory Provident Fund Schemes Authority. He is also an independent
non-executive director of Arnhold Holdings Limited, Kingway Brewery
Holdings Limited, Next Media Limited and Shun Tak Holdings Limited, all
of which are listed on The Stock Exchange of Hong Kong Limited. Mr. YEH
is a director of Hsin Chong International Holdings Limited and GHY
Company Limited, both of which are substantial shareholders of the
Company.

Mr. Ka-kui CHAN

B.B.S., JP, aged 57

Mr. CHAN was appointed as the Managing Director of the Company in
August 2006. He is also a member of the executive committee and the
committee of trustees of the employee share subscription scheme of the
Company, the managing director of the Company’s wholly owned
subsidiaries, Hsin Chong Construction Company Limited and Hsin Chong
Construction (Asia) Limited, and a director of a number of other subsidiaries
of the Group. He was formerly the Managing Director of the Company
since its flotation in 1991 until 1998 and then rejoined the Group in August
2006. He has 35 years' experience in the construction field and is an
Honorary Professor of The University of Hong Kong and The Hong Kong
Polytechnic University. Previously, he had served as the Chairman of the
Construction Industry Training Authority, and a member of the Town
Planning Board and other government advisory committees. He is a fellow
member of the Royal Institution of Chartered Surveyors and The Chartered
Institute of Arbitrators.

Mr. Tobias Josef BROWN

aged 43

Mr. Tobias Josef BROWN was appointed as an Independent Non-Executive
Director of the Company in June 2003. He is also the chairman of the
audit committee and a member of the remuneration committee of the
Company. Mr. BROWN is the managing director of UCL Asia Limited, which
is one of the largest direct investment groups in terms of liquid capital in
Hong Kong. Mr. BROWN also sits on the boards of a number of corporations
in Asia. He has over 21 years of experience in direct investments in Asia.
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Mr. Ho-ming Herbert HUI

JP, FHKIoD, LLB (HK), aged 49

Mr. HUI was appointed as an Independent Non-Executive Director in June
1997. He is also a member of the audit committee and the remuneration
committee of the Company. Mr. HUI has an extensive commercial
experience in both corporate finance and securities regulations. Mr. HUI is
the chairman and chief executive officer of China Supply Company Limited,
the chairman of 1Chinalink Investment Company Limited. He is also the
vice chairman of Ocean Grand Group of Companies (provisional liquidators
appointed), which are listed on The Stock Exchange of Hong Kong Limited.
He is the vice chairman of Hong Kong Council for the Academic
Accreditation and a member of Advisory Committee on Human Resources
Development in the Financial Services Sector. Mr. HUl is a board member
of The Community Chest of Hong Kong and serves on the boards of a
number of public and private companies. He was appointed a Justice of
the Peace in Hong Kong in 2004.

Mr. Kin-fung Jeffrey LAM

SBS, JP, aged 55

Mr. LAM was appointed as an Independent Non-Executive Director in
August 2002. He is also a member of the audit committee of the Company.
Mr. LAM is the managing director of Forward Winsome Industries Limited,
a toy manufacturing company, and an independent non-executive director
of C C Land Holdings Limited, a company listed on The Stock Exchange of
Hong Kong Limited. He is a member of the Legislative Council, a general
committee member of the Hong Kong General Chamber of Commerce
and a council member of Hong Kong Trade Development Council. He also
holds a number of other public positions including chairman of the Hong
Kong Export Credit Insurance Corporation Advisory Board.

Mr. Kwok-kuen Peter LAU

CA, CMA, MBA, aged 54

Mr. LAU was appointed as an Independent Non-Executive Director in
August 2002. Mr. LAU is the chairman and chief executive of Giordano
International Limited (“Giordano”) and an independent non-executive
director of Fairwood Holdings Limited, both of which are listed on The
Stock Exchange of Hong Kong Limited. Prior to joining Giordano, Mr. LAU
had over 12 years’ accounting experience gained from both public and
private sectors in Canada.
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Mr. Ki-chi KWONG

GBS, JP, aged 56

Mr. KWONG was appointed as a Non-Executive Director of the Company
in August 2004. Prior to his said appointment in August 2004, Mr. KWONG
acted initially as the alternate director to Mr. V-nee YEH in the Company
since 2 January 2004. Mr. KWONG graduated from The University of Hong
Kong and was awarded a Master of Philosophy degree in Economics and
Politics of Development by the University of Cambridge, England. He served
in the Government of the Hong Kong Special Administrative Region of
The People’s Republic of China (“HKSAR") for 27 years and held positions
principally in the economic and financial fields, including as Secretary for
the Treasury (1995 - 1998) and Secretary for Information Technology and
Broadcasting (1998 - 2000), before he left in 2000. Mr. KWONG then
served as the chief executive of the Hong Kong Exchanges and Clearing
Limited until April 2003. He is now an executive director of Macau Legend
Development Ltd., a company based in Macau and engaged in the leisure
industry. He is also an independent non-executive director of Giordano
International Limited and a non-executive director of Synergis Holdings
Limited, both of which are listed on The Stock Exchange of Hong Kong
Limited. Mr. KWONG is a non-official Justice of the Peace in Hong Kong
and has been awarded the Gold Bauhinia Star by the Government of the
HKSAR.

Mr. Barry John BUTTIFANT

FCCA, FCMI(UK), FCPA, FHKMA, FHKIoD, aged 62

Mr. Barry John BUTTIFANT was appointed as an Alternate Director to Mr.
V-nee YEH in December 2004. He is currently the managing director of
Hsin Chong International Holdings Limited, a substantial shareholder of
the Company and an alternate director on the board of Synergis Holdings
Limited. Mr. BUTTIFANT is also an independent non-executive director of
Giordano International Limited, Daiwa Associate Holdings Limited and
Alltronics Holdings Limited, companies listed on The Stock Exchange of
Hong Kong Limited. He is also a non-executive director of a NYSE public
company, Global-Tech Appliances, Inc.. Before joining the Group, Mr.
BUTTIFANT was an operating partner of Baring Private Equity Asia Limited.
He was also the managing director of Wo Kee Hong (Holdings) Limited
("Wo Kee Hong") from 2001 to 2002 and was the adviser to the board of
directors of Wo Kee Hong from November 2002 to April 2004. Prior to
joining Wo Kee Hong, he was the managing director of IDT International
Limited for over eight years and had worked for Polly Peck Group and
Sime Darby Hong Kong Limited for more than 11 years in the capacity of
finance director and managing director. He has been resident in Hong
Kong for over 28 years.
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Mr. Keith John BUCKLEY

BSc(Civil), CEng, MICE, aged 58

He is a Director of Hsin Chong Construction Company Limited (“HCC")
and Hsin Chong Construction (Asia) Limited (“HCCA") and is additionally
the Executive Project Director of the construction management services
business in Macau. He joined the Group in 2003 and has over 38 years of
experience in the field of building construction and civil engineering.

Mr. Chi-keung Cyras CHIN

MSc, MHKIE, RPE, aged 48

He is the Technical Director of the Group’s Building Division. He is responsible
for the performance and day-to-day operational management of the
Group’s building construction projects and managing the Technical Services
Department and Contract Administration Department in Hong Kong. He
joined the Group in 1994 and has over 24 years' experience in the field of
structural design and project management.

Mr. Phillip Kenneth CLARKE

MRICS, aged 47

He is the Executive Commercial Manager of Hsin Chong Construction
(Macau) Limited ("HCC(Macau)”) and Hsin Chong Engineering (Macau)
Limited (“HCE(Macau)”). He joined the Group in 2004 and has over 28
years' experience in providing commercial and technical support in the
construction field.

Mr. Cho-ning Joseph FUNG

BSc(Eng), CEng, RPE, MiMechE, MCIBSE, MHKIE, aged 54

He is the Managing Director of Hsin Chong Aster Building Services Limited
("HC Aster"”), the electrical and mechanical engineering specialists of the
Group. He is responsible for the business of HC Aster. He joined the Group
in 2003 and has over 31 years’ experience in the engineering field as
consultant, client’s representative and contractor in Hong Kong, United
Kingdom and Australia. Over the past 15 years before joining the Group,
he engaged in general management of companies in Australia and Hong
Kong before acting as the general manager of Jardine and Cathay Pacific
groups of companies.

Mr. Kwok-lam Corum IP

BSc, MSc, MCIOB, MHKICM, MHKIE, aged 41

He is a Director and the General Manager of HCC(Macau) and a Director
of HCE(Macau). He is responsible for the business development, operation
and general management of all non-Venetian business in Macau and
provides corporate management support for the operations of Venetian
Macau projects. He joined the Group in 1990 and has about 17 years’
experience in the construction industry.

Mr. Yuk-fai Charles KAM

MBA, FCCA, CPA, aged 43

He is the Financial Controller of the Group, a member of the Company’s
executive committee and a member of the committee of trustees of the
employee share subscription scheme. He is responsible for managing the
accounting, financial, information technology and human resources
activities of the Group. He joined the Group in 1997 and has over 20
years' experience in the field of accounting, auditing and finance.
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Mr. Wai-tai LAW

FRICS, FHKIS, RPS, aged 58

He is a Director and the Assistant Managing Director of HCC and HCCA.
He is @ member of the Company’s executive committee and has overall
responsibility for the strategic development of the Group’s traditional
construction business. He joined the Group in 1984 and has over 35 years’
experience in the field of quantity surveying and construction. Mr. LAW
holds a number of public service positions. He is currently a member of
Building Sub-Committee of Land & Building Advisory Committee and a
member in the Building & Civil Engineering Training Board under Vocational
Training Council.

Mr. Kok-foo James LEE

BEng, MIEAust, MHKIE, aged 55

He is a Director of HCC and HCCA and has responsibility for the
development of new business for the Design and Build Division and
managing the Building Services Department. He joined the Group in 1981
and has over 33 years' experience in the field of electrical and mechanical
engineering and building construction management. He was awarded 1975
G.t. Murray Memorial Award by New Zealand Institution of Engineers for
the Best Young Engineer of the Year.

Mr. Shiu-chung Jacky POON

BSc (Civil), aged 50

He is a Director of HCC and HCCA and the Managing Director of Hsin
Chong Construction Co. Ltd., a wholly owned foreign enterprise established
in Beijing, The People’s Republic of China. He is responsible for the operation
of construction business in China. He joined the Group in 2001 and has
over 24 years' experience in the construction field.

Mr. Kee-hock Baile SIAW

BSc, CPEng, MIEAust, aged 56

He is a Director of HCC and HCCA. He is responsible for providing contract
services' supports, including plant, land surveying, quality assurance,
environmental, site administration, health and safety to operating sites of
the Group. He joined the Group in 1978 and has over 32 years’ experience
in the field of concrete industry, foundations construction and construction
plant management. He is a member of Quality Scheme for the Production
and Supply of Concrete (QSPSC) Technical Committee of Hong Kong Quality
Assurance Agency.

Mr. Kin-sun Hermes WONG

MBA, LLB (Hon), MRICS, MHKIS, MCIOB, RPS, aged 48

He is a Director of HCC and HCCA. He is responsible for managing
Commercial Department, Procurement Department and acted as project
directors for designated building and civil engineering projects in Hong
Kong. He joined the Group in 1988 and has over 24 years’ experience in
the field of quantity surveying and construction management.
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Report of the Directors

EETHRE

The directors (the “Board” or the “Directors”) of Hsin Chong Construction
Group Ltd. (the “Company”) has pleasure in submitting to the shareholders
their report and the consolidated financial statements of the Company
and its subsidiaries (together, the “Group”) for the financial year ended
31 March 2007.

Principal Activities

The principal activity of the Company is investment holding. The principal
activities of the Company’s subsidiaries are building construction (including
design and build), specialist civil engineering, construction and project
management, electrical and mechanical installation, renovation and fitting-
out, property development and rental, and contractor finance.

Particulars of the Company’s principal subsidiaries and associated companies
are set out in note 41 to the consolidated financial statements and
particulars of its jointly controlled entities are set out in note 23 to the
consolidated financial statements.

Segment Information
Details of segment information are set out in note 5 to the consolidated
financial statements.

Results and Appropriations

The results of the Group for the year ended 31 March 2007 are set out in
the consolidated income statement on page 64 and the state of affairs of
the Group and of the Company at 31 March 2007 are set out in the balance
sheets on page 65.

An interim dividend of HK4.0 cents per share (2006: HK3.0 cents per share)
for the six months ended 30 September 2006 was paid to the shareholders
of the Company on Tuesday, 2 January 2007.

The Board recommended the payment of a final dividend of HK4.0 cents
per share (2006: HK3.0 cents per share) and a special dividend of HK6.0
cents per share (2006: HK6.0 cents per share) for the year ended 31 March
2007. Subject to shareholders’ approval at the forthcoming 2007 annual
general meeting of the Company, the proposed final and special dividends
will be paid on Friday, 24 August 2007 to shareholders whose names
appear on the registers of members of the Company on Friday, 17 August
2007.

Together with the interim dividend already paid, total dividends for the
year (including the special dividend of HK6.0 cents per share) will amount
to HK14.0 cents per share (2006: HK12.0 cents per share, including a
special dividend of HK6.0 cents per share), which represents a payout ratio
of 84.8% on the earnings for the year.

*  For identification purpose only {£#:45)
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Report of the Directors EE&{E

Results and Appropriations (continued)

The registers of members of the Company will be closed from Tuesday, 14
August 2007 to Friday, 17 August 2007 (both days inclusive) (Hong Kong
time) during which period no transfer of shares will be registered. In order
to ascertain shareholders’ entitlement to the attendance of the forthcoming
2007 annual general meeting of the Company and the proposed final and
special dividends, all share transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s Hong Kong branch
share registrars, Computershare Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wan Chai, Hong Kong for registration not later than 4:00 p.m. on Monday,
13 August 2007 (Hong Kong time). The principal share registrars of the
Company is Butterfield Fund Services (Bermuda) Limited at Rosebank
Centre, 11 Bermudiana Road, Pembroke, Bermuda.

Reserves
Details of movements in the reserves of the Group during the financial
year are set out in note 35 to the consolidated financial statements.

Five Year Financial Summary

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on pages 133 to 134. This summary
does not form part of the consolidated financial statements.

Property, Plant and Equipment
Details of movements in the property, plant and equipment of the Group
are set out in note 16 to the consolidated financial statements.

Group’s Properties
A summary of the major properties of the Group held for investment/sale
at 31 March 2007 is set out on page 142.

Share Capital
Details of movements in the share capital of the Company are set out in
note 34 to the consolidated financial statements.

Distributable Reserves

Distributable reserves of the Company at 31 March 2007, calculated under
the Companies Act 1981 of Bermuda (as amended), amounted to
HK$339,310,000 (2006: HK$305,807,000).

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s bye-
laws (the “Bye-laws"”) although there is no restriction against such rights
under the laws of Bermuda.
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Report of the Directors EE&HE

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

Executive Chairman
V-nee YEH

Managing Director
Rodney Gordon FRANKS
Ka-kui CHAN

(resigned on 12 July 2006)
(appointed on 19 August 2006)

Non-Executive Director
Ki-chi KWONG

Independent Non-Executive Directors
Tobias Josef BROWN

Ho-ming Herbert HUI

Kin-fung Jeffrey LAM

Kwok-kuen Peter LAU

Alternate Director
Barry John BUTTIFANT (alternate to V-nee YEH)

The brief biographical details of the directors of the Company are set out
on pages 39 to 41 of this annual report.

At the forthcoming 2007 annual general meeting of the Company, Mr. V-
nee YEH shall be subject to re-election in accordance with Bye-law 98(A),
Mr. Tobias Josef BROWN and Mr. Ho-ming Herbert HUI shall retire by
rotation in accordance with Bye-law 98(A), and Mr. Ka-kui CHAN shall
retire in accordance with Bye-law 101(B). All the aforesaid four directors,
being eligible, have offered themselves for re-election at the forthcoming
annual general meeting of the Company. Besides, Mr. Ki-chi KWONG has
notified the Board in writing that he has decided to retire voluntarily at the
forthcoming annual general meeting of the Company. Save for the
aforesaid, the other remaining directors would continue in office.

Directors’ Service Contracts

Pursuant to a letter of appointment dated 7 June 2007 issued by the
Company and accepted by Mr. Tobias Josef BROWN, he has consented to
continue to act as an independent non-executive director of the Company
for a term of two years commencing from 13 June 2007 up to 12 June
2009. Pursuant to a letter of appointment dated 7 June 2007 issued by
the Company and accepted by Mr. Ho-ming Herbert HUI, he has consented
to continue to act as an independent non-executive director of the
Company for a term of two years commencing from 16 June 2007 up to
15 June 2009.
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Report of the Directors EE&{E

Directors’ Service Contracts (continued)

Save as disclosed above, none of the directors of the Company offering
themselves for re-election at the forthcoming 2007 annual general meeting
of the Company have entered into a service contract with the Company or
any of its subsidiaries which is not determinable within one year without
payment of compensation (other than statutory compensation).

Directors’ Interests in Contracts

No contracts of significance in relation to the Group’s business to which
the Company, or any of its subsidiaries, fellow subsidiaries or holding
companies 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.

Directors’ Emoluments
Details of directors’ emoluments are set out in note 9 to the consolidated
financial statements.

Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures
of the Company and its Associated Corporations

At 31 March 2007, the interests and short positions of the directors and
chief executive of the Company and their associates in the shares,
underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFO")) as recorded in the register required to be kept by the
Company under Section 352 of the SFO, or otherwise 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 Issuers (the “Model Code”) contained in Appendix 10
of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), were as follows:

Long positions in shares and underlying shares of the
Company
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Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures
of the Company and its Associated Corporations (continued)
Long positions in shares and underlying shares of the

Com pany (continued)
Notes:

(1)  The shares were held by GHY Company Limited as trustee of a trust, the
ultimate beneficiaries of which are Mr. V-nee YEH, the issue of Mr. V-nee
YEH and The Hsin Chong - K.N. Godfrey Yeh Education Fund.

(2)  Number of underlying shares held referred to 768,000 share options granted
to Mr. V-nee YEH under the executive share option scheme adopted by the
Company on 19 July 1991. Please refer to the paragraph headed “Executive
Share Option Schemes and Employee Share Subscription Scheme” for further
details.

(3)  Number of underlying shares held comprised 6,000,000 share options granted
to Mr. Ka-kui CHAN under the executive share option scheme adopted by
the Company on 23 August 2002. Please refer to the paragraph headed
“Executive Share Option Schemes and Employee Share Subscription Scheme”
for further details. In addition, an offer of option to purchase 4,000,000 shares
of the Company at a transfer price of HK$0.751 per share subject to fulfilment
of certain conditions was made by a substantial shareholder of the Company
to Mr. Ka-kui CHAN and the offer was accepted by Mr. Ka-kui CHAN on 29
January 2007.

(4) The percentage of interest in the issued share capital of the Company was
calculated on the basis of 639,215,662 shares of the Company in issue as at
31 March 2007.

Save as disclosed above, none of the directors and chief executive of the
Company or their associates had any interests or short positions in the
shares, underlying shares and 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 by the Company under Section
352 of the SFO or otherwise required to be notified to the Company and
the Stock Exchange pursuant to the Model Code at 31 March 2007.

Executive Share Option Schemes and Employee Share
Subscription Scheme

The Company has two executive share option schemes adopted by its
shareholders on 19 July 1991 (the “1991 Option Scheme”) and 23 August
2002 (the “2002 Option Scheme”), respectively, and an employee share
subscription scheme adopted by its shareholders on 23 August 2002 (the
“2002 Share Scheme”).
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Report of the Directors EE&{E

Executive Share Option Schemes and Employee Share
Subscription Scheme (continued)

1991 Option Scheme

Pursuant to the 1991 Option Scheme, the Directors, at their absolute
discretion, had made offer to grant option to any eligible person who
might include any director, senior executive, manager or employee of the
Group (“the Group” in the context describing the 1991 Option Scheme
shall apply the definition ascribed to it under the rules of the 1991 Option
Scheme) to subscribe for shares in the capital of the Company (the
“Shares”). The maximum number of Shares issuable for outstanding options
granted under the 1991 Option Scheme is 4,914,000 Shares, representing
approximately 0.77% of the issued share capital of the Company at the
date of this annual report. The number of Shares issued and issuable to
any grantee under the 1991 Option Scheme has not exceeded the
maximum limit of grant as permitted by the rules of the 1991 Option
Scheme. A consideration of HK$10.00 was received for each grant of
option. The exercise price was determined by the Directors at their absolute
discretion provided that such price was not less than the greater of (i) the
nominal value of a Share; or (ii) an amount equal to 80% of the average
of the closing price of Shares on the Stock Exchange for each of the five
trading days immediately preceding the day on which the option was
granted. The 1991 Option Scheme had expired on 18 July 2001 and no
options will further be granted under the 1991 Option Scheme.
Notwithstanding expiry, outstanding options granted under the 1991
Option Scheme shall remain exercisable by the grantees pursuant to the
rules of 1991 Option Scheme.

Details of the movements in the share options under the 1991 Option
Scheme during the year and the options outstanding at the beginning
and end of the year are set out in note 34 to the consolidated financial
statements.

2002 Option Scheme
The 2002 Option Scheme was adopted by shareholders at the annual
general meeting of the Company held on 23 August 2002.

(1) Summary of the 2002 Option Scheme
(@) Purpose of the 2002 Option Scheme
The purpose of the 2002 Option Scheme is to provide an Eligible
Person (as defined below) with the opportunity to acquire Shares
in the Company, thus enabling them to participate in the
Company'’s prosperity and consequently, such opportunity is an
incentive for the Eligible Person to contribute further to the
success of the Company.

(b) Participants of the 2002 Option Scheme

Eligible persons entitled to participate in the 2002 Option Scheme
(the "Eligible Persons”) shall include any executive directors,
senior executive, manager or employee of the Group (“the
Group” in the context describing the 2002 Option Scheme shall
have the definition ascribed to it under the rules of the 2002
Option Scheme) as the Directors may from time to time
determine.

ok

ITHAERREFEREETBROTE

PPN
(=)

—hh—FRRETE

RE— NN —FRBENE ES2FBHPBEERTAEE
BAT BEASE ([AEE] 2EER — NN —FREAERT
&7 SRR A5 AR — UL — R AERT B4R B AT T Y
HE) 2 EMES SRITBA S CENES R2FTREAR
AR Z B ([P35 ]) 2 RIRIEZ L) RIFE— NN —F 2k
HETEIR L MR ITE 2 RRERESES ] TEHTRNDEHA
4,914,0008% (R ANFHR 2 AHIE 31 TIRAL0.77%  1RIE—
NN —FRIEHE B T —CURR A 2 RIRER TR
BT RS TR BN R e — L — TR T EIRR Y
FITRE 2 IR R - — MR 2 (VB A 10T 1TE(B i
EFEUBEDBEET EXERNARUTME ZBKaE
WP ZEE NVEERERRERLEBNREARSHAEH
PR B BT 2 ST E 2 80% M ER S5 — NN —FR
RiEABER -_ZET—FL A+ N\BER HBTERE—N
N—F R EIBE LR EE — L — F R
FTEIEER - ERIE— L — F RN RT B4 L 1) AR I AR
AT 2 SRR M Al BB AR AR — NN — F R AR T &I 2 AR AT
fiEo

NAFEER RE- NN —FREBE SR 2 RREE
RN FENREREZRTEBBEZFE CHRNRA R
RRMFE34 o

—EE_FRRENE
ARFRER-—TT & \A-+=ARTrBEATAS -

R =TT R

(1) —EZ-FRREAEIZEERE
() —TE_FRPEAIZEN
TR _FRREIEAEEEEBAL (ERR
TX)BEREBEARTRN ERENDFAQT]
ZEERR MBBESE T R/AABZRY
R AR

b) —ZT-FRBEABL2EE
ERAESTEINHEEREERZE_TT—F
REE B 2 ABBAL ([AERAL]) B8R
S8 ([FEE| 2 FER ST _FRBREAEIZ
FHRRPEEAN T — FR B SRR
ETOERE) 2HTES SRATRAR KIERE

8o

Hsin Chong Construction Group Ltd. $IE&EEEARAT 49



Report of the Directors EE&HE

Executive Share Option Schemes and Employee Share
Subscription Scheme (continued)
2002 Option Scheme (continued)

50

(@

Maximum number of Shares available for issue under the 2002
Option Scheme

The number of Shares available for issue of options under the
2002 Option Scheme (together with the number of Shares issued
or to be issued for options granted under the 2002 Option
Scheme and number of Shares allotted under the 2002 Share
Scheme, but excluding the 1991 Option Scheme) shall not exceed
27,406,229 Shares, representing approximately 4.27% of the
issued share capital of the Company at the date of this annual
report.

Maximum entitlement of each Eligible Person under the 2002
Option Scheme

No option may be granted to any one Eligible Person which if
accepted in full would result in the total number of Shares issued
and to be issued upon exercise of the options already granted
(including both exercised and outstanding options) in the
12-month period up to and including the date of such new grant
exceeding 1% of the Shares in issue as at the date of such new
grant. Any grant of further option above the aforesaid limit shall
be subject to separate approval by shareholders of the Company
in general meeting.

Period for and payment on acceptance of an option

An offer for grant of an option shall be accepted by an Eligible
Person by signing and returning the duplicate of the offer letter
together with a consideration of HK$10.00 to the Company
within the time specified in the offer letter.

The basis of determining the exercise price

The initial exercise price shall be such amount as the Directors
may at their absolute discretion determine at the time when the
option is granted or such other amount as the Directors may
from time to time determine provided that such price for a Share
must be in any event the higher of (i) the nominal value of a
Share; (ii) the closing price of a Share as stated in the Stock
Exchange’s daily quotation sheets on the day of which the option
is granted, which must be a business day; or (iii) the average of
the closing price of a Share on the Stock Exchange for each of
the five trading days immediately preceding the day on which
the option is granted.

Minimum period for holding an option before exercise
Pursuant to the 2002 Option Scheme, the minimum holding
period of an option granted shall be determined by the Directors
which shall be a date falling not less than one year after the
offer of the relevant option is duly accepted.

Remaining life

The 2002 Option Scheme shall be valid and effective for a period
of 10 years commencing from 23 August 2002, the date of the
adoption of the 2002 Option Scheme, unless otherwise
terminated in accordance with the rules of the 2002 Option
Scheme.
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Executive Share Option Schemes and Employee Share

Subscription Scheme (continued)

(2) Movements in Options
Details of movements in the share options under the 2002 Option
Scheme during the year and the options outstanding at the beginning
and end of the year are set out in note 34 to the consolidated financial
statements.

(3) Fair Value of Share Options Granted
The fair value of share options granted during the year are set out in
note 34 to the consolidated financial statements.

2002 Share Scheme
The 2002 Share Scheme was adopted by shareholders at the annual general
meeting of the Company held on 23 August 2002.

(1) Summary of the 2002 Share Scheme

(a)

Purpose of the 2002 Share Scheme

The purpose of the 2002 Share Scheme is to provide Qualifying
Employees (as described below) with the opportunity to acquire
Shares in the Company, thus enabling them to participate in
the Company’s prosperity and consequently, such opportunity
is an incentive for them to contribute further to the success of
the Company.

Qualifying Employees under the 2002 Share Scheme

The Directors may make offers to subscribe for Shares to full-
time employees and executive directors of the Group (“the
Group” in the context describing the 2002 Share Scheme shall
have the definition ascribed to it under the rules of the 2002
Share Scheme) who have worked for the Group for a period of
not less than six months immediately before the commencement
of any operating period whereas operating period shall mean
every six-month period either from 1 January to 30 June or from
1 July to 31 December.

Maximum number of Shares available for issue under the 2002
Share Scheme

The number of Shares available for making offers of subscription
under the 2002 Share Scheme (together with number of Shares
allotted under the 2002 Share Scheme and number of Shares
issued or to be issued for options granted under the 2002 Option
Scheme, but excluding the 1991 Option Scheme) shall not exceed
27,406,229 Shares, representing approximately 4.27% of the
issued share capital of the Company at the date of this annual
report.

Maximum entitlement of each Qualifying Employee under the
2002 Share Scheme

A Qualifying Employee may elect to utilise not less than 1% nor
exceed 20% of his basic monthly salary to subscribe for Shares
for the relevant operating period (as explained above).
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Executive Share Option Schemes and Employee Share
Subscription Scheme (continued)
2002 Share Scheme (continued)
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(d)

Maximum entitlement of each Qualifying Employee under the
2002 Share Scheme (continued)

No offer may be granted to any Qualifying Employee which if
accepted in full would result in the total number of Shares issued
and to be issued upon offers already accepted or to be accepted
by such Qualifying Employee (including both accepted and
outstanding offers) in the 12-month period immediately
preceding the date of such new grant exceeding 1% of the
Shares of the Company in issue at the date of such new grant.
Any grant of further offer above the aforesaid limit shall be
subject to separate approval by shareholders of the Company in
general meeting.

Period for and payment on acceptance of an offer

An offer may be accepted by an Qualifying Employee by
completing, signing and returning the “Form of Notification of
Employee Share Subscription Scheme” to the Company within
the time period specified in the offer letter prior to the
commencement date of each operating period. No payment shall
be required to be made on acceptance of an offer.

The basis of determining the subscription price and Shares to
be allotted

The number of Shares to be allotted to the Qualifying Employees
and the relevant subscription price would be determined at the
end of each operating period and the subscription price will be
notified by the Directors to the Qualifying Employees, which
shall be the higher of (i) the closing price of the Shares as stated
in the Stock Exchange’s daily quotation sheets on the day of
which the Shares are allotted, which must be a business day;
and (ii) the average closing price of the Shares as stated in the
Stock Exchange’s daily quotation sheets for the five business
days immediately preceding the day on which the Shares are
allotted that shall be rounded down to avoid fractions of one
Hong Kong cent. If the subscription price so determined is below
the nominal value of a Share, Shares shall be allotted and issued
at par.
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Report of the Directors EE&{E

Executive Share Option Schemes and Employee Share

Subscription Scheme (continued)

2002 Share Scheme (continued)

(9) Remaining life

The 2002 Share Scheme shall be valid and effective for a period
of ten years commencing from 23 August 2002, the date of the
adoption of the 2002 Share Scheme, unless otherwise terminated
in accordance with the rules of the 2002 Share Scheme.

(2) Acceptance of offer and allotment of Shares

During the year, no Qualifying Employee accepted the offer to
subscribe for Shares under the 2002 Share Scheme for the operating
period from 1 January 2006 to 30 June 2006 and for the operating
period from 1 January 2007 to 30 June 2007. One Qualifying
Employee has accepted the offer to subscribe for Shares under the
2002 Share Scheme for the period from 1 July 2006 to 31 December
2006, and 88,070 Shares were issued and allotted to the relevant
Qualifying Employee at a subscription price of HK$0.82 per Share in
accordance with the rules of the 2002 Share Scheme.

Directors’ Right to Acquire Shares or Debentures

The Company has two executive share option schemes adopted on 19
July 1991 (the "1991 Option Scheme"”) and 23 August 2002 (the “2002
Option Scheme”) respectively and an employee share subscription scheme
adopted on 23 August 2002 (the “2002 Share Scheme"). Details of share
options granted to Mr. V-nee YEH, chairman of the Board, under the 1991
Option Scheme and to Mr. Ka-kui CHAN, the managing director of the
Company, under the 2002 Option Scheme as well as shares of the Company
allotted to Mr. V-nee YEH under the 2002 Share Scheme have been
disclosed in the paragraphs headed “Directors’ and Chief Executive’s
Interests and Short Positions in Shares, Underlying Shares and Debentures
of the Company and its Associated Corporations” and “Executive Share
Option Schemes and Employee Share Subscription Scheme” above and in
note 34 to the consolidated financial statements.

In addition, pursuant to the terms of the service agreement dated 19 August
2006 (as amended by the supplemental deed dated 26 January 2007)
entered into between the Company and Mr. Ka-kui CHAN, Mr. Ka-kui
CHAN is entitled to utilise a portion of his monthly remuneration to
subscribe newly issued shares of the Company subject to compliance with
all applicable provisions of the Listing Rules. During the period from 19
August 2006 (date of appointment of Mr. Ka-kui CHAN) to 31 March
2007, no share of the Company was subscribed by Mr. Ka-kui CHAN
pursuant to his service agreement.

Save as disclosed above, 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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Director’s Interest in Competing Business

None of the directors of the Company were interested in any business
apart from the Group’s business which competed or was likely to compete,
either directly or indirectly, with the business of the Group during the
year.

Convertible Securities, Options, Warrants or Similar
Rights

Other than the executive share option schemes and the employee share
subscription scheme described in the paragraph headed “Executive Share
Option Schemes and Employee Share Subscription Scheme"” above and in
note 34 to the consolidated financial statements, the Company had no
outstanding convertible securities, options, warrants or similar rights at
31 March 2007. There was no issue or exercise of any convertible securities,
options, warrants or similar rights during the year.

Management Contracts

No contract concerning the management and administration of the whole
or any substantial part of the business of the Company was entered into
or existed during the year.

Retirement Schemes

The Group operates two defined contribution retirement schemes, namely
Hsin Chong Group Retirement Fund Scheme and Hsin Chong Group
Mandatory Provident Fund Scheme. Particulars of these retirement schemes
are set out in note 2(s) to the consolidated financial statements.
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Report of the Directors EE&{E

Substantial Shareholders’ Interests and Short Positions
in the Shares and Underlying Shares of the Company
At 31 March 2007, the interests or short positions of the following
substantial shareholders (other than persons who were directors and chief
executive of the Company) in the shares and underlying shares of the

FTERRRAQTA RO REERGHERS
TR
RoFELFE=A=+— B REEF RSP E336HA
RAATHEZELMARE THNEERE (KARTEER
TREEI SN WAL RIRG RARBR o e 2 e sson

Company as recorded in the register required to be kept by the Company AT
pursuant to Section 336 of the SFO, were as follows:
Long positions in the shares and underlying shares of the ZATRBRIEARDFEEZHFE
Company
Percentage
of interest
Number of in the issued
Name of shareholder Capacity shares held share capital
RREW 54 BE HERITREZ
BROEE ERESL
(Note 5)
(B3E5)
Meou-tsen Geoffrey YEH Beneficial owner & interests of spouse 165,914,773 25.95
L] and controlled corporation (Note 1)
BRERAMEBEI T EEER (FF3E1)
Hsin Chong International Holdings Beneficial owner 161,859,217 25.32
Limited BEREBA (Note 1)
(FF3ET)
GHY Company Limited Trustee of a trust 113,350,819 17.73
BERERFEA (Note 2)
(FF3E2)
Shai-yun TUNG Founder and beneficiary of a trust 80,074,576 12.52
Eint BRI ARE A (Note 3)
(FF3E3)
Howay Investment Ltd. Beneficial owner 80,074,576 12.52
BEmAA (Note 3)
(FF3E3)
J.P. Morgan Trust Company (Jersey) Trustee of a trust 80,074,576 12.52
Limited BEREXTEA (Note 3)
(FF3E3)
HSBC International Trustee (BVI) Trustee of a trust 113,350,819 17.73
Limited EFEXFEA (Note 4)
(PFF3E4)
HSBC International Trustee Limited Interests of controlled corporation 113,350,819 17.73
& trustee of a trust (Note 4)
R EEE R REFEEFEA (PFF3E4)
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Substantial Shareholders’ Interests and Short Positions
in the Shares and Underlying Shares of the Company

FERRAARDRRDRABERGHES
ZREZNRE @

(continued)
Short positions in the shares and underlying shares of the ZAQATRABREBRODEEZXE
Company
Percentage
of interest
Number of in the issued
Name of shareholder Capacity shares held share capital
REREH 27 B»E HERITREZ
RHEE EEESL
(Note 5)
(FF3E5)
Meou-tsen Geoffrey YEH Interest of a controlled corporation 4,000,000 0.62
Sy REEE R (Note 1)
(BF3E1)
Hsin Chong International Beneficial owner 4,000,000 0.62
Holdings Limited EnA A (Note 1)
(BF3E1)

Notes:

M

(5)

The long position interests comprised 4,008,830 shares held beneficially by
Dr. Meou-tsen Geoffrey YEH, 46,726 shares held beneficially by his wife and
161,859,217 shares held by Hsin Chong International Holdings Limited
("HCIH"). At 31 March 2007, Dr. Meou-tsen Geoffrey YEH owned
approximately 47.78% of the issued share capital of HCIH and by virtue of
the SFO, HCIH was his controlled corporation.

The short position interest in 4,000,000 shares of the Company represented
an offer of option to purchase 4,000,000 shares of the Company at a transfer
price of HK$0.751 per share subject to fulfilment of certain conditions made
by HCIH to Mr. Ka-kui CHAN, the managing director of the Company, who
accepted the offer on 29 January 2007.

113,350,819 shares were held by GHY Company Limited (“GHY"), the trustee
of a trust, the ultimate beneficiaries of which are Mr. V-nee YEH, the issue of
Mr. V-nee YEH and The Hsin Chong — K.N. Godfrey Yeh Education Fund.

These share interests represented 80,074,576 shares held by Howay Investment
Ltd. (“Howay"). Howay is wholly owned by a trust. Ms. Shai-yun TUNG is the
founder and has beneficial interests in the said trust. J.P. Morgan Trust
Company (Jersey) Limited is the trustee of the same trust.

HSBC International Trustee (BVI) Limited is controlled by HSBC International
Trustee Limited and both of them are the trustees of trusts deemed to be
interested in the same lot of 113,350,819 shares. These shares were the same
lot of shares held by GHY.

The percentage of interest in the issued share capital was calculated on the
basis of 639,215,662 shares of the Company in issue at 31 March 2007.

Save as disclosed above, at 31 March 2007, no other interests or short
positions in the shares or underlying shares of the Company were recorded
in the register required to be kept by the Company pursuant to Section
336 of the SFO.
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Continuing Connected Transactions

During the year ended 31 March 2007, the Group entered into (or
continued to be a party to) certain continuing connected transactions which
are subject to the annual review and reporting requirements under Chapter
14A of the Listing Rules.

(A) Pursuant to the business services agreement dated 22 July 2004 (the
“Business Services Agreement”) entered into between the Company
and Hsin Chong International Holdings Limited ("HCIH"), the Group
has from time to time provided Construction Services (as defined in
the Business Services Agreement) to HCIH and/or its subsidiaries
(together, the “HCIH Group”) and requested for Project Services (as
defined in the Business Services Agreement) to be provided by the
HCIH Group to the Group. By virtue of the fact that HCIH is a
substantial shareholder of the Company, HCIH and its subsidiaries
are connected persons of the Company, and the Construction Services
and Project Services contemplated under the Business Services
Agreement have constituted continuing connected transactions of
the Company. Details of the Business Services Agreement and the
Construction Services and Project Services contemplated thereunder
were disclosed in the announcement dated 22 July 2004 and the
circular dated 3 August 2004 of the Company. The Business Services
Agreement was approved by shareholders at the special general
meeting of the Company held on 20 August 2004. During the year
ended 31 March 2007, the value of Construction Services provided
to and value of Project Services required from the HCIH Group were
as follows:

(i)  Construction Services fees for HK$89,740,500 were received
from Firmwin Peak Limited (“Firmwin”), a wholly owned
subsidiary of HCIH, for development of the construction work
at Ngau Tam Mei, Yuen Long.

(i)  Project Services fees were paid to the HCIH Group as follows:

(@ Agency fees paid by the Group to Hsin Chong Real Estate
Agency Limited ("HCREA"), a wholly owned subsidiary of
HCIH, for acting as sole agent relating to sub-letting of the
leased premises at No. 3 Lockhart Road were HK$906,650;
and for appointment of HCREA as the selling agent for
Lung Mun Qasis, the commercial areas of Tuen Mun Town
Lot No. 395 Private Sector Participation Scheme, were
HK$3,000.

(b) No premium was paid to Summit Insurance (Asia) Limited
(“Summit”), a non-wholly owned subsidiary of HCIH, for
insurance services but a sum of HK$17,793 was refunded
to the Group for cancellation of a performance bond.
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Continuing Connected Transactions (continued)
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() Property and facility management services fees paid by the
Group to Synergis Management Services Limited (“SMS™),
a wholly owned subsidiary of Synergis Holdings Limited
("SHL") which in turn is a 66.4% owned subsidiary of HCIH,
were HK$295,584 for provision of such services to No. 3
Lockhart Road; HK$328,816 for provision of such services
to Hsin Chong Center at 107-109 Wai Yip Street, Kwun
Tong (“Hsin Chong Center”); and HK$91,518 for provision
of certain office administration services to Hsin Chong
Center.

(d) Security services fees of HK$208,800 were paid by the
Group to Hsin Sheng Security Services Limited, a wholly
owned subsidiary of SHL, for provision of security services
for a workshop in Hong Kong.

(e) Cleaning services fees of HK$1,119,904 were paid by the
Group to Master Clean Services Limited, a wholly owned
subsidiary of SHL, for provision of cleaning services to the
Group.

Pursuant to three tenancy agreements all dated 1 April 2005
entered into between Deventer Limited (“Deventer”), a wholly
owned subsidiary of the Company, with SMS (the “SMS
Tenancy”), Summit (the “Summit Tenancy”) and Hsin Chong
Holdings (H.K.) Limited (the “HCHK Tenancy"”), certain portions
of Hsin Chong Center were leased to SMS, Summit and Hsin
Chong Holdings (H.K.) Limited (“HCHK") for use as office spaces.
Under the SMS Tenancy, Deventer also leased 11 car park spaces
to SMS. SMS is a wholly owned subsidiary of SHL. Summit is a
non wholly owned subsidiary of HCIH. HCHK is a wholly owned
subsidiary of HCIH. By virtue of the aforesaid shareholding
relationships, SMS, Summit and HCHK are all connected persons
of the Company (as defined in the Listing Rules). The SMS
Tenancy, Summit Tenancy and HCHK Tenancy (together, the
“Tenancy Agreements”) and the transactions contemplated
thereunder have constituted continuing connected transactions
of the Company under Rule 14A.34 of the Listing Rules. Details
of the Tenancy Agreements were disclosed in the announcement
dated 4 April 2005 of the Company.
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Continuing Connected Transactions (continued)

For the year ended 31 March 2007, Deventer received rental income
(exclusive of management fees, air-conditioning fees, licencing fees and
other outgoings) of HK$1,539,634 from SMS; HK$414,170 from Summit,
and HK$49,729 from HCHK. Licencing fees of HK$294,000 were received
from SMS for the lease of the car park spaces.

The directors (including the independent non-executive directors) of the
Company have reviewed and confirmed that all the continuing connected
transactions mentioned in (A) and (B) above conducted in the year were
entered into on the following basis:

(i)  inthe ordinary and usual course of the business of the Group;

(i) either on normal commercial terms or on terms no less favourable to
the Group than terms available to or from independent third parties;
and

(iii) in accordance with the relevant agreements governing them on terms
that are fair and reasonable and in the interests of the shareholders
of the Company as a whole.

The auditors of the Company have confirmed to the Board in writing that
all the continuing connected transactions described in (A) and (B) above:

(i)  have received approval of the Board;

(i) were in accordance with the pricing policies of the Group if the
relevant transactions involved provision of goods or services by the
Group;

(iii) have been entered into in accordance with the relevant agreements
governing the relevant transactions;

(iv) in respect of the Construction Services and the Project Services, their
respective aggregate value for the year ended 31 March 2007 did
not exceed the respective annual caps of HK$200 million (for
Construction Services) and HK$89.5 million (for Project Services) for
the relevant year as set out in the Business Services Agreement; and

(v) in respect of the SMS Tenancy, Summit Tenancy and HCHK Tenancy,
the aggregate rental income (including the licensing fees for the car
park spaces) received from SMS, Summit and HCHK under the Tenancy
Agreements for the year ended 31 March 2007 continued to comply
with the criteria under Rule 14A.34 of the Listing Rules.
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Continuing Connected Transactions (continued)

In the last directors’ report for the year ended 31 March 2006, the Company
had disclosed that an advance of HK$45,010,000 was made by Glenwell
Orient Limited to Guangzhou Fengyu Real Estate Co. Ltd. (“Fengyu”), both
being non-wholly owned subsidiaries of the Company. The management
had further reviewed the transaction and formed the view that according
to the Listing Rules (as amended in 2004), such advance made by the
Group to Fengyu, a non-wholly owned subsidiary falling within Rule
14A.11(5), has no longer been treated as connected transaction of the
Company. Therefore, no further disclosure will be made on this advance.

Major Customers and Suppliers

The five largest customers of the Group accounted for 63% (2006: 73%)
of the Group’s total revenue and the largest customer of the Group
accounted for 27% (2006: 25%) of the Group’s total revenue for the
year.

The five largest suppliers of the Group accounted for less than 30% of the
Group's total purchases for the year.

None of the directors, any of their associates or shareholders (which, to
the best knowledge of the directors, own more than 5% of the Company’s
issued share capital) had an interest in any of the Group five largest
customers.

Bank Borrowings
The particulars of bank borrowings of the Group at 31 March 2007 and
2006 respectively were as follows:

BFEBRERS @
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WA AR EA T B AR B H63% (T
T 73%) - TIARE AR AU A S BUGE27 %
(ZTTRF:25%) -

RAFEE AEBGAAMHERGEREEZERBEIR
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2007 2006
HK$'000 HK$'000
BET T BT T
Short term bank loan, secured BEIFEHRITER - 2,417
Long term bank loans for which an analysis of REIRITE T HERRA 57
the repayment schedule is set out in note 32 IR e SRR M 32
to the consolidated financial statements
— secured HIEH 25,000 235,931
— unsecured IR IR - 42,000
25,000 280,348
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Donations
During the year, donations by the Group for charitable and other purposes
amounted to HK$133,000 (2006: HK$166,000).

Proforma Combined Balance Sheet of Affiliated
Companies

A proforma combined balance sheet of certain affiliated companies with
major financial assistance and the Group’s attributable interest in these
affiliated companies are set out on page 135.

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 (2006: the Company
repurchased 662,000 shares at HK$0.50 per share) during the year.

Public Float

At the date of this report, the Company has maintained the prescribed
public float under the Listing Rules, based on the information that is publicly
available to the Company and to the best of knowledge of its directors.

Auditors

The retiring auditors, Messrs. PricewaterhouseCoopers, have expressed
their willingness to offer for re-appointment. A resolution will be proposed
at the forthcoming 2007 annual general meeting of the Company to re-
appoint Messrs. PricewaterhouseCoopers as the auditors of the Company
for the ensuing year and to authorise the directors to fix their remuneration.

On behalf of the Board

Ka-kui CHAN
Managing Director

Hong Kong, 6 July 2007
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Independent Auditor’s Report
BN IZEEN RS S

PRICEWATERHOUSE(QOPERS

B 5 A & 3t 6 E

TO THE SHAREHOLDERS OF
HSIN CHONG CONSTRUCTION GROUP LTD.
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Hsin Chong
Construction Group Ltd. (the “Company”) and its subsidiaries (together,
the "Group”) set out on pages 64 to 132, which comprise the consolidated
and company balance sheets as at 31 March 2007, and the consolidated
income statement, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the
true and fair presentation of these consolidated financial statements in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as
a body, in accordance with Section 90 of the Companies Act 1981 of
Bermuda and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.
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Independent Auditor’s Report B BT8R E =

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgement, including the assessment of
the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and true and
fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
March 2007 and of the Group’s profit and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 6 July 2007
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Consolidated Income Statement

Z,J—. |:|\/
/\\/\|:| Z:E

For the year ended 31 March 2007 B ZE=—TZF+F=H=+—HILHIKFEEZEE

2007 2006
Note HK$’000 HK$ 000
Kiat BET T BT
Revenue e 5 3,007,166 2,275,911
Cost of sales SHE AR 7 (2,835,492) (2,093,422)
Gross profit EF 171,674 182,489
Other income E g A 6 45,820 33,438
General and administrative expenses 7B 7 (116,638) (124,315)
Other operating expenses Hib &M 7 (20,428) (31,146)
Impairment loss reversal R (B &5 18 o] 7% 38,403 87,780
Operating profit B AT 118,831 148,246
Finance costs BhE RN 8 (6,320) (7,132)
Share of (losses less profits)/ FEAG (Bi8R0ER)
profits less losses of i AR E 1R
— jointly controlled entities H R E S (3,920) (25,035)
— associated companies it 14,008 40,758
Profit before income tax FrAS 8¢ Al A1 122,599 156,837
Income tax expense FriEBiFR X 11 (8,568) (6,488)
Profit for the year AN g A 114,031 150,349
Dividends % 8 13 89,680 76,700
Profit attributable to: FEAG = F:
Equity holders of the Company EANCIL S S =N 12 105,399 120,296
Minority interests DEAR R S 8,632 30,053
114,031 150,349
Earnings per share (cents) AR (L) 14 16.5 18.8
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Balance Sheets
BEAEX

As at 31 March 2007 —ZEE+#=H=+—H#E

Group £ Company &AF
2007 2006 2007 2006
Note HK$'000 HK$'000 HK$'000 HK$'000
k23 BETT BT BETT BT T
Non-current assets FRBEE
Property, plant and equipment LER ST 16 63,011 69,556 1,109 2,136
Investment properties REME 17 121,277 112,720 - -
Prepaid premium for land lease BRTHEER 18 37,663 38,599 - -
Intangible assets BEWEE 19 1,950 3,962 - =
Goodwill (kS 20 - 1,828 - =
Investment in a subsidiary MEBARIRE 21 - - 125,921 62,468
Loan to a subsidiary EXT-MEAR 21 - - 30,000 -
Associated companies 5% 22 6,453 122,722 - -
Jointly controlled entities HEEHEE 23 13,353 (1,211) - -
Held-to-maturity investments BRIz EE 24 18,574 20,084 18,574 20,084
Available-for-sale financial assets AEHE s MBEE 25 5,729 10,069 - -
Deferred income tax assets BEFTSTREE 37 2,140 1,288 - -
270,150 379,617 175,604 84,688
Current assets hREBEE
Amounts due from subsidiaries JRE U2 B B8 A B 300E 21 - - 446,257 626,458
Property under development for sale HHEERTYE 27 36,800 202,288 - -
Stocks and contracting FERFEZERTRE
work-in-progress 28 292,555 210,398 - -
Receivables and prepayments R R R KT & 29 331,709 310,143 3,253 2,717
Amount due from a minority shareholder e — D ER R FIE 3,249 3,216 - -
Held-to-maturity investments BRIz EE 24 12,124 10,899 12,124 10,899
Financial assets at fair value N RN B
through profit or loss BEMBEE 26 1,315 47,231 - -
Deposits, cash and bank balances FRBeRRTERE 30
— restricted — 2R 75,900 172,926 - =
— unrestricted — PR 599,894 443,732 66,612 25,251
Current income tax recoverable A e E SRR - - 290 -
| 1,353,546 _ 1400833 528,536 665325
Current liabilities nREBaE
Current portion of long term bank loans ROFITERZE@HSH 32 (25,000) (177,931) - -
Short term bank loan, secured RHERITER A 32 - (2,417) - =
Payables and accruals FENBRR R IETER 33 (961,483) (891,636) (7,278) (2,917)
Amounts due to subsidiaries FETHTE A R RIE 21 - - (140,978) (226,021)
Amounts due to minority shareholders e DR FIE (36,805) (33,512) - =
Current income tax liabilities EHMEHAE (5,059) (13,443) - (576)
| (1,028,347)  (1,118939)  (148,256) _ (229,514)
Net current assets hEEETE 325,199 281,894 380,280 435,811
Total assets less current liabilities HEERRBEE 595,349 661,511 555,884 520,499
Non-current liabilities FRBEARE
Long term bank loans RERITER 32 - (100,000) - =
Net assets EEFE 595,349 561,511 555,884 520,499
Equity Bz
Capital and reserves attributable to EATERBEA
the Company’s equity holders BiLERRFHE
Share capital A 34 63,922 63,903 63,922 63,903
Other reserves HivE 35 285,629 273,623 330,480 328,617
Retained profits RE R 35 236,964 214,639 161,482 127,979
586,515 552,165 555,884 520,499
Minority interests LY REER 8,834 9,346 - -
Total equity A 595,349 561,511 555,884 520,499
V-nee YEH BaES Ka-kui CHAN 5
Director EF Director EF
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Consolidated Cash Flow Statement

EARSRER

For the year ended 31 March 2007 B ZE=—TZF+F=H=+—HILHIKFEEZEE

2007 2006
Note HK$'000 HK$'000
fifst BETT BETT
Operating activities REEHK
Net cash inflow generated from operations BEEE BERNFE 40(a) 288,809 249,051
Interest received BKFS 17,858 11,919
Interest paid BRFIS (8,740) (14,075)
Dividend income from financial assets YRR FEG ARTIRER
at fair value through profit or loss ZABEERS 184 191
Income tax paid ERAEH (17,682) (6,842)
Net cash inflow from operating activities BRI RERAZE 280,429 240,244
Investing activities REXHK
Purchase of property, plant and equipment BENE BERE (953) (3.316)
Disposal of property, plant and equipment HEMS BRERZ 1,272 815
Disposal of available-for-sale financial assets HENHNE 2 HBEE 2,927 -
Purchase of held-to-maturity investments ﬁ% SRS RE (10,420) (36,015)
Redemption of held-to-maturity investments EEZEEHzKE 10,850 4,960
Return of investment from an Euﬁl BRI A B
associated company 435 -
Dividend income from associated companies B S 13,919 -
Dividend income from a jointly controlled entity Bl—HREHEERS - 4,432
Disposal of subsidiaries, net of cash disposed of HEMBAR MRAEELRE 40(b) 3211 (8,784)
Acquisition of a subsidiary, net of cash acquired BE-WBAR NRFMEALRS - 1,803
Net repayment from/(advance to) associated 5 R R
companies and jointly controlled entities fBFER/ (8) 58 97,316 (51,333)
Net cash inflow/(outflow) from REEBZRE
investing activities FA/ (fit) B8 118,557 (87,438)
Net cash inflow before financing BENZBERATE 398,986 152,806
Financing activities g
Repayment of bank loans BERITER (255,348) (44,000)
Increase in bank loans RITEFIEN - 78,130
Issue of shares Bomk 152 145
Repurchase of shares EERH - (334)
(Repayment to)/advances from (&) /En8
minority shareholders BREER (4,552) 37
Distribution to a minority shareholder on —WRARFEDET
liquidation of a subsidiary D8RR (1) (868)
Dividends paid 2IERE (83,074) (31,978)
Dividend paid to a minority BET—HEAR
shareholder of a subsidiary —VERERE - (1,320)
Decrease/(increase) in restricted deposits SHHBRTEZRL /(L) 99,999 (158,147)
Net cash outflow from financing MEZREREFE 40(c) (242,824) (158,335)
Increase/(decrease) in cash and RERBEEEL
cash equivalents #h,/ (BD) 156,162 (5,529)
Cash and cash equivalents REDZ
at beginning of year ReRBEER 443,732 449,261
Cash and cash equivalents RERZ
at end of year ReRRE%EE 599,894 443,732
Analysis of the balances of cash REeRREEHE
and cash equivalents BEZOM
Deposits, cash and bank balances FRRERETER
— unrestricted —RZR 599,894 443,732
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Consolidated Statement of Changes in Equity
AR RSB

For the year ended 31 March 2007 B ZE=—FTZF+F=H=—+—HILHIKFEEZEE

Attributable to equity holders
of the Company

BRAQRAERIEEA
Share Minority Total
capital Reserves interests equity
A& B DERRER RS
HK$'000 HK$’'000 HK$'000 HK$'000
BT BB T BT BT
(Note 35)
(HizE35)
At 1 April 2005 RZZTZRFMA—AH 63,940 400,742 9,694 474,376
Issue of shares BITHAR 29 - - 29
Premium arising from issue BITHRFTEE 2 58
of shares - 116 - 116
Shares repurchased f& 17 Bl & (66) (268) = (334)
Exchange differences JE R ZRE - (815) - (815)
Profit retained for the year REERBER - 120,296 30,053 150,349
Disposal of a subsidiary HE—HEAR - - (853) (853)
Dividend paid to a minority EIRT—HEBAR
shareholder of a subsidiary — DEARRAR B - - (1,320) (1,320)
Liquidation of a subsidiary —MIBARER - - (817) (817)
Distribution i - - (27,411) (27,411)
Fair value gain on available- A E 2 MG EE
for-sale financial assets ARV - 169 - 169
Dividends SN = (31,978) - (31,978)
At 31 March 2006 RZZERF=A=1+—H 63,903 488,262 9,346 561,511
At 1 April 2006 R-ZEZBXFMA—AH 63,903 488,262 9,346 561,511
Issue of shares BITHAR 19 - - 19
Premium arising from issue BITHRFTEE 2 58
of shares - 133 - 133
Exchange differences EXERE - 10,312 - 10,312
Profit retained for the year REERBEN - 105,399 8,632 114,031
Equity settled share-based AR mER 2
transactions REFER S - 1,730 - 1,730
Distribution ol - - (9.144) (9,144)
Disposal of available-for-sale HE R E 2 IS B E
financial assets - (169) - (169)
Dividends g - (83,074) - (83,074)
At 31 March 2007 R-BELtFE=A=+—H 63,922 522,593 8,834 595,349
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Notes to the Consolidated Financial Statements
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General information

Hsin Chong Construction Group Ltd. (the “Company”) and its subsidiaries
(together the “Group”) are engaged in building construction (including
design and build), specialist civil engineering, construction and project
management, electrical and mechanical installation, renovation and
fitting-out, property development and rental, and contractor finance.

The Company is a limited liability company incorporated in Bermuda.
The address of its registered office is Clarendon House, 2 Church Street,
Hamilton, HM11, Bermuda. The Company has its primary listing on The
Stock Exchange of Hong Kong Limited.

These consolidated financial statements are presented in thousands of
Hong Kong dollars (HK$'000), unless otherwise stated. These consolidated
financial statements have been approved for issue by the Board of
Directors on 6 July 2007.

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise
stated.

(a) Basis of preparation

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs"”). The consolidated financial statements have been
prepared under the historical cost convention, as modified by the
revaluation of investment properties, available-for-sale financial
assets and financial assets at fair value through profit or loss, which
are carried at fair value.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements, are disclosed in note 4.

In 2006/07, the Group has adopted the new standards,
amendments and interpretations issued by the
Hong Kong Institute of Certified Public Accountants that are effective
for the accounting periods beginning on or after 1 January 2006.
However, the adoption of these new standards does not have any
significant effect on the results and financial position of the Group.
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Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

2. Summary of significant accounting policies (continued)

(a)

(b)

Basis of preparation (continued)

The following standards, amendments and interpretations to existing
standards have been published that are mandatory for the
accounting periods of the Group beginning on or after 1 January
2007 (unless otherwise stated) that the Group has not early adopted:

Presentation of Financial Statements
— Capital Disclosures

Amendments to HKAS 1

HKFRS 7 Financial Instruments: Disclosures

HKFRS 8 Operating Segments (effective from 1 January
2009)

HK(FRIC) - Int 8 Scope of HKFRS 2

HK(IFRIC) - Int 9 Reassessment of Embedded Derivatives

HK(IFRIC) = Int 10 Interim Financial Reporting and Impairment

HK (IFRIC) = Int 11 HKFRS 2-Group and Treasury Share Transaction

HK (IFRIC) - Int 12 Service Concession Arrangements

The Group has not early adopted the above standards, amendments
and interpretations and is not yet in a position to state whether
substantial changes to the Group’s accounting policies and
presentation of the financial statements will be resulted.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and all its subsidiaries made up to 31
March.

(i) Subsidiaries
Subsidiaries are all entities over which the Group has the power
to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the
voting rights. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date that control ceases.

2. FESEHEE

C2N0)

(a) WMEERE @

AR 2 2R IR B AR 2 (&5 R2RBE MM 4
BIAREENBER_EELF—HA—Hskz% (B
SAEFAN) Fse s AEEA  EASEL &R
BHER:

(b)

BEGIERE 15 (BF])

HBHmERNZT - EARE

EEMBRELENETR eRIARE
EEMBHREERESR  EEIRM-TENF
—RA—R4&R)

BE (ERUBHRERE  BEVBEREENFE2FN
Z88) —2BER #E

B4 (ARMBRERE AEIETASR
Z88) -2BFEMN

B (ARMBHRERE  PHMEREONE
£89) - %%%Eﬁmiﬁ
B (ARRBRS BRPBIME LR~
289) - %%%EEH::E SENEFRZS

B (ARMBRERE REEEEhE
Z88) -2ES12%

ARER B AR AR A R 2RI 2 (&
&Fﬁ*ﬁm{aﬁjﬂ$§§.2 =
S TR EALE)-

A MFERE
SRR HRERNZE

mEEm
HRMBHRREEARAREMENBAREE
ZA=+—RLEZHBHER-

(i)

KB 2 Al
MELRERNEEEREZEEVBREE
BRSO PTA ERE —RIER BB F
BRZR - EFEAEEREIES S
—ERR BTSRRI R BERE
BZGERZEDTER-

I=PN
2HERS
B Ao

AREEHEEEEALEE AL

AR REHIER IR BRT B

Hsin Chong Construction Group Ltd. $IE & E£EAR AT 69



Notes to the Consolidated Financial Statements 4345 B 7§ % % i st

2. Summary of significant accounting policies (continued)
(b) Basis of consolidation (continued)

70

(i)

Subsidiaries (continued)

The purchase method of accounting is used to account for
the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed
at the date of exchange, plus costs directly attributable to the
acquisition. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess
of the cost of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is recorded as
goodwill. If the cost of acquisition is less than the fair value of
the net assets of the subsidiary acquired, the difference is
recognised directly in the income statement.

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.

In the Company’s balance sheet the investments in subsidiaries
are stated at cost less provision for impairment losses. The
results of subsidiaries are accounted for by the Company on
the basis of dividend received and receivable.

(i) Associated companies

Associated companies are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of
the voting rights. Investments in associated companies are
accounted for by the equity method of accounting and are
initially recognised at cost. The Group’s investment in
associated companies includes goodwill (net of any
accumulated impairment loss) identified on acquisition.

The Group’s share of its associated companies’ post-acquisition
profits or losses is recognised in the income statement, and
its share of post-acquisition movements in reserves is
recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the
investment. When the Group’s share of losses in an associated
company equals or exceeds its interest in the associated
company, including any other unsecured receivables, the
Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the associated
company.
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Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

2. Summary of significant accounting policies (continued)
(b) Basis of consolidation (continued)
(iii) Jointly controlled entities

A jointly controlled entity is a contractual arrangement whereby
the Group and other parties undertake an economic activity
which is subject to their joint control and none of the
participating parties has unilateral control over the economic
activity.

Investments in jointly controlled entities are accounted for by
the equity method of accounting. The consolidated income
statement includes the Group’s share of the results of the
jointly controlled entities for the year, and the consolidated
balance sheet includes the Group’s share of the net assets of
the jointly controlled entities.

(c) Foreign currency translation

(i)

(ii)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (“the
functional currency”). The consolidated financial statements
are presented in HK dollars, which is the Company’s functional
and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in
the income statement.

Translation differences on non-monetary financial assets and
liabilities are reported as part of the fair value gain or loss and
are included in equity directly.
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2. Summary of significant accounting policies (continued)
(c) Foreign currency translation (continued)

72

(iii)

Group companies

The results and financial position of all the group entities (none
of which has the currency of a hyperinflationary economy)
that have a functional currency different from the presentation
currency are translated into the presentation currency as
follows:

—  assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet;

— income and expenses for each income statement are
translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in
which case income and expenses are translated at the
dates of the transactions); and

— all resulting exchange differences are recognised as a
separate component of equity.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities, are taken
to shareholders’ equity. When a foreign operation is sold, such
exchange differences are recognised in the income statement
as part of the gain or loss on sale.

(d) Intangible assets

(i)

(ii)

(iii)

Goodwill

Goodwill represents the excess of the cost of an acquisition
over the fair value of the Group’s share of the net identifiable
assets of the acquired subsidiary at the date of acquisition.
Goodwill is tested annually for impairment and carried at cost
less accumulated impairment losses. Gains and losses on the
disposal of an entity include the carrying amount of goodwill
relating to the entity sold.

Trademarks and trade names

The use of trademarks and trade names are initially recognised
at cost. Trademarks and trade names have a definite useful
life and are carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line method to
allocate the cost of trademarks over their estimated useful
lives of 5 years.

Secured contracts

Secured contracts are measured at fair value at the acquisition
date. Secured contracts are amortised over the contract period
and carried at cost less accumulated amortisation and
accumulated impairment losses.
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Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

2. Summary of significant accounting policies (continued)
(e) Properties

(i)

(ii)

(iii)

Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the
companies in the consolidated Group, is classified as an
investment property. Investment property is measured initially
at its cost, including related transaction costs. After initial
recognition, investment properties are carried at fair value.

Fair value is based on active market prices, adjusted, if
necessary, for any difference in the nature, location or
condition of the specific assets. If this information is not
available, the Group uses alternative valuation methods such
as recent prices on less active markets or discounted cash flow
projections. These valuations are reviewed annually by external
valuers.

Subsequent expenditure is recognised to the asset’s carrying
amount only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other repairs and
maintenance costs are expensed in the income statement
during the financial period in which they are incurred.

Changes in fair values are charged in the income statement.

Properties under development

Properties under development which are not due for
completion within one year from the balance sheet date are
stated at cost less provisions for any foreseeable losses. Cost
of property in the course of development comprises land costs
and development costs including attributable interest and
other related expenses capitalised during the development
period.

Properties under development which are due for completion
within one year from the balance sheet date and are intended
to be held for sale are transferred to properties under
development for sale and included in current assets. Upon
completion, they are transferred to stock at the lower of cost
and net realisable value.

Property under development for sale

Property under development for sale is included in current
assets and stated at cost less provisions for any foreseeable
losses. Cost comprises land cost, development costs, other
attributable expenses and borrowing costs capitalised.

Revenue from sale of properties is recognised either when
the sale agreement is completed or when the development is
completed which is determined by the issuance of the
completion certificate by the relevant government authorities,
whichever is the later. Deposits and instalments received on
properties sold prior to their completion are included in current
liabilities.
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2. Summary of significant accounting policies (continued)

74

(e)

U)

(9)

Properties (continued)

(iv) Prepaid premium for land lease
Prepaid premium for land lease are up-front payments to
acquire long-term interests in leasee-occupied properties. The
premiums are stated at cost and are amortised on a straight-
line basis over the lease period to the income statement.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated
depreciation and accumulated impairment losses.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed in
the income statement during the financial period in which they are
incurred.

Property, plant and equipment are depreciated at rates sufficient
to write off their cost less accumulated impairment over their
estimated useful lives on a straight-line basis. The principal annual
rates are as follows:

Property 5%
Leasehold improvements over the unexpired period
of the lease
Plant and machinery 10-50%
Furniture, fixtures and 10-33.33%
equipment
Motor vehicles 25%

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, at each balance sheet date.

The gain or loss on disposal of property, plant and equipment other
than investment properties is the difference between the net sales
proceeds and the carrying amount of the relevant asset, and is
recognised in the income statement.

Stocks and contracting work-in-progress

Stocks are stated at the lower of the cost and net realisable value.
Net realisable value is determined on the basis of anticipated sales
proceeds less estimated selling expenses.

Contracting work-in-progress is valued at cost incurred plus an
appropriate proportion of profits after deducting progress payments
and allowances for foreseeable losses. Cost comprises direct
materials, labour and overheads expenses incurred in bringing the
work-in-progress to its present condition.
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Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

2. Summary of significant accounting policies (continued)
(h) Investments

The Group classifies its investments in the following categories:
financial assets at fair value through profit or loss, held-to-maturity
investments and available-for-sale financial assets.

(i)  Financial assets at fair value through profit or loss

A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term.
Derivatives are classified as held for trading unless they are
designated as hedges. Assets in this category are classified as
current assets if they are either held for trading or are expected
to be realised within 12 months of the balance sheet date.
(ii) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Group’s management has the positive intention and ability
to hold to maturity. They are included in non-current assets,
except for those with maturities within 12 months of the
balance sheet date which are classified as current assets.

(iii) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of
the other categories. They are included in non-current assets
unless management intends to dispose of the investment
within 12 months of the balance sheet date.

Regular purchases and sales of investments are recognised on trade-
date — the date on which the Group commits to purchase or sell
the asset. Investments are initially recognised at fair value plus
transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through
profit or loss are initially recognised at fair value and transaction
costs are expensed in the income statement. Investments are
derecognised when the rights to receive cash flows from the
investments have expired or have been transferred and the Group
has transferred substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial assets at fair value
through profit or loss are subsequently carried at fair value. Held-
to-maturity investments are carried at amortised cost using the
effective interest method.

Gains and losses arising from changes in the fair value of the
“financial assets at fair value through profit or loss” category are
presented in the income statement in the period in which they
arise.
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2. Summary of significant accounting policies (continued)

76

(h) Investments (continued)

Changes in the fair value of monetary securities denominated in a
foreign currency and classified as available-for-sale are analysed
between translation differences resulting from changes in amortised
cost of the security and other changes in the carrying amount of
the security. The translation differences are recognised in income
statement, and other changes in carrying amount are recognised
in equity.

When securities classified as available-for-sale are sold or impaired,
the accumulated fair value adjustments recognised in equity are
included in the income statement as “gains and losses from
available-for-sale financial assets”. Interest on available-for-sale
securities calculated using the effective interest method is recognised
in the income statement. Dividends on available-for-sale equity
instruments are recognised in the income statement when the
Group’s right to receive payments is established.

The fair values of quoted investments are based on current bid
prices. If the market for a financial asset is not active (and for unlisted
securities), the Group establishes fair value by using valuation
techniques. These include the use of recent arm’s length
transactions, reference to other instruments that are substantially
the same, discounted cash flow analysis, and option pricing models,
making maximum use of market inputs and relying as little as
possible on entity-specific inputs.

The Group assesses at each balance sheet date whether there is
objective evidence that a financial asset or a group of financial
assets is impaired. In the case of equity securities classified as
available-for-sale, a significant or prolonged decline in the fair value
of the security below its cost is considered an indicator that the
securities are impaired. If any such evidence exists for available-for-
sale financial assets, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in the
income statement — is removed from equity and recognised in the
income statement. Impairment losses recognised in the income
statement on equity instruments are not reversed through the
income statement.
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Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

2. Summary of significant accounting policies (continued)

()

()

(k)

)

Operating leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessors are accounted for as operating
leases. Payments made under operating leases net of any incentives
received from the lessors are charged to the income statement on
a straight-line basis over the lease periods.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less provision for impairment. A provision for impairment
of trade and other receivables is established when there is objective
evidence that the Group will not be able to collect all amounts due
according to the original terms of receivables. The amount of the
provision is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted
at the effective interest rate. The amount of the provision is
recognised in the income statement.

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise cash on hand, deposits held at call with banks,
cash investments with a maturity of three months or less from the
date of investment and bank overdrafts.

Impairment of assets

Assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units).

(m) Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction costs)
and the redemption value is recognised in the income statement
over the period of the borrowings using the effective interest
method.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
12 months after the balance sheet date.
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2. Summary of significant accounting policies (continued)

78

(n)

(o)

(p)

Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares or options are shown in
equity as a deduction, net of tax, from the proceeds.

Deferred income tax

Deferred income tax is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidated financial
statements. However, the deferred income tax is not accounted
for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of
the transaction affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the balance sheet
date and are expected to apply when the related deferred income
tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which
the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising
on investments in subsidiaries, associated companies and jointly
controlled entities, except where the timing of the reversal of the
temporary differences can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future.

Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events; it is more likely
than not that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated. Provisions
are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.
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2. Summary of significant accounting policies (continued)
(q) Contingent liabilities

(r)

(s)

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation
arising from past events that is not recognised because it is not
probable that outflow of economic resources will be required or
the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be recognised
as a provision.

Related company

A related company is a company in which a director or a major
shareholder of the company has a significant direct or indirect
beneficial interest.

Employee benefits

(i) Retirement benefits
The Group contributes to two defined contribution retirement
schemes, namely Hsin Chong Group Retirement Fund Scheme
(“RFS") and Hsin Chong Group Mandatory Provident Fund
Scheme (“MPF"). The assets of the schemes are held separately
from those of the Group in independently administered funds.
The Group’s contributions to RFS and MPF are based on rates
ranging from 5% to 10% of employees’ salaries depending
on length of service and are expensed as incurred in the income
statement. The contributions to RFS are not reduced by
contributions forfeited by those employees who leave the
scheme prior to vesting fully in the contributions. Such forfeited
amounts are retained in the funds for the benefit of other
employees.

Pursuant to the relevant regulations of the government in the
People’s Republic of China (“PRC"), the subsidiaries in PRC
participate in the municipal government contribution scheme
whereby the subsidiaries are required to contribute to the
scheme for the retirement benefit of eligible employees. The
municipal government of the PRC is responsible for the entire
benefit obligations payable to the retired employees. The only
obligation of the Group with respect to the scheme is to pay
the ongoing contributions required by the scheme. The Group’s
contributions to the scheme are expensed as incurred.

2. FESHHEHE @
(q) HAEE
HARBEIEBESHmMAIEHAZEET mE
BT EREEHIR — B ZHEIERER ] 2T
BlzEtmEE - RBESHEMEEACREET:
R R B E R BRI A B R &
BE{ER] St At R A R

BAXABEDTHR EARMBHRKM T
WE-WERAE ARG E R LR ARAA
BRERSEE-

BRELQT
BHERRRARRIZEERTIZRREEXH
ERAEAREABE I AR

(r)

(s) EEFH

(i) BUEEF
REE BB E HFURKESIHEK 25
RIEEERKEE (RKSFE]) &
MESERGIMRESFE ([BES
) REEEMBEEERBIEEANE
B WEAREZEEN - AKEN TR
Restdl kaEest s o KR KEREER
AFBAZhEBR 2 TatE BT EER
BEEME YRBRRAIN BRI RK
EEF B2 HRE T ER K IES BR E %
st ARE B Z 20 TR 2 - O UL
ZHAERENZESARBEMER Z

Flzto

BREBEPEARANE ([HE]) BWFZEH
0 R B e BB A B 7R 2 B T IR B 4
HETE B B A RARZAEREE
REERMERRBHHET-FETRFAR
MAS TR KR B A B FIEYE  NREE %
BT IR YE 2 ME— B AR RIEZ A B
EFFEE R HF - AR B EZE B Z HFR
AR ERI S 8K

Hsin Chong Construction Group Ltd. $IE & E£EAR AT 79



Notes to the Consolidated Financial Statements 4345 B 7§ % % i st

2. Summary of significant accounting policies (continued)
(s) Employee benefits (continued)

80

(ii)

(iii)

(iv)

(v)

Employee leave entitlements

Employee entitlements to annual leave and long service leave
are recognised when they accrue to employees. A provision is
made for the estimated liability for annual leave and long
service leave as a result of services rendered by employees up
to the balance sheet date.

Employee entitlements to sick leave and maternity leave are
not recognised until the time of leave.

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee services
received in exchange for the grant of the options is recognised
as an expense. The total amount to be expensed over the
vesting period is determined by reference to the fair value of
the options granted. At each balance sheet date, the Group
revises its estimates of the number of options that are expected
to become exercisable. It recognises the impact of the revision
of original estimates, if any, in the income statement, and a
corresponding adjustment to equity over the remaining vesting
period.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)
and share premium when the options are exercised.

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement date,
or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Group recognises termination
benefits when it is demonstrably committed to either:
terminating the employment of current employees according
to a detailed formal plan without possibility of withdrawal; or
providing termination benefits as a result of an offer made to
encourage voluntary redundancy.

Profit sharing and bonus plans

Provisions for profit sharing and bonus plans are recognised
when the Group has a present legal or constructive obligation
as a result of services rendered by employees and a reliable
estimate of the obligation can be made.
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2. Summary of significant accounting policies (continued)

(t)

(u)

(v)

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale
are capitalised as part of the cost of that asset. All other borrowing
costs are charged to the income statement in the year in which
they are incurred.

Revenue recognition

Revenue from contracting work is recognised based on the stage
of completion of the contracts, provided that the stage of contract
completion and the gross billing value of contracting work can be
measured reliably. The stage of completion of a contract is
established by reference to the gross billing value of contracting
work to date as compared to the total contract sum receivable
under the contracts.

Income from sale of stock of property is recognised on completion
of the sale and purchase agreements.

Operating lease rental income is recognised on a straight-line basis.

Plant and plant staff hire income, secondment fee income, secretarial
and accountancy fee income, consultancy fee income and services
centre charges are recognised when the services are rendered.

Interest income on bank deposits is recognised on a time proportion
basis, taking into account the principal amounts outstanding and
the interest rates applicable.

Interest income on held-to-maturity investments is recognised on a
time-proportion basis using the effective interest method.

Dividend income is recognised when the right to receive payment
is established.

Segment reporting

In accordance with the Group’s internal financial reporting and
operating activities, the Group has determined that business
segments be presented as the primary reporting format and
geographical segments as secondary reporting format.

Unallocated costs represent corporate expenses. Segment assets
consist primarily of intangible assets, investment properties, property,
plant and equipment, inventories, receivables and operating cash.
Segment liabilities comprise operating liabilities and exclude taxation.
Capital expenditure comprises additions to property, plant and
equipment and intangible assets.
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82

Summary of significant accounting policies (ontinued)

(v)

(w)

Segment reporting (continued)

In respect of geographical segment reporting, revenues are
presented based on the country in which the customer is located
and total assets and capital expenditure are presented based on
where the assets are located.

Dividend distribution

Dividend distribution to the Company’s equity holders is
recognised as a liability in the Group’s financial statements in
the period in which the dividends are approved by the Company’s
equity holders.

Financial risk management

The Group major financial instruments include receivables and
prepayments, payables and accruals and bank loans. Details of these
financial instruments are disclosed in the respective notes. The risks
associated with these financial instruments and the policies on how
to mitigate these risks are set out below. The Group manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

(a)

(b)

(9]

Currency risk

The Group is exposed to foreign exchange risk arising from future
commercial transactions, recognised assets and liabilities and
net investments in foreign operations.

Exposure to movements in exchange rates due to currency needs
from normal business operation for material procurements and
services requirements is minimised using forward foreign
exchange contracts where active markets for the relevant
currencies exist and the cost is not prohibitively expensive in
comparison to the underlying exposure.

Translation exposure arising on consolidation of the Group’s
foreign net assets is reduced, where practicable, by matching
assets with borrowings in the same currency.

Interest rate risk

The Group’s interest rate risk relates primarily to variable-rate
bank borrowings which exposed the Group to cash flow interest
rate risk. It is the policy of the Group to monitor closely the
interest rate exposure and will consider hedging significant
interest rate exposure should the need arise.

Credit risk

The Group has no significant concentrations of credit risk. It has
policies in place to ensure that transactions are made to
customers with an appropriate credit history.
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3.

Financial risk management (continued)
(d) Liquidity risk

(e)

The Group manages liquidity risk through continuous monitoring
and matching of the funding requirement and position. It
maintains sufficient cash and availability of funds through an
adequate amount of undrawn committed credit facilities.

Fair value estimation

The fair value of the Group’s available-for-sale financial assets
and financial assets at fair value through profit or loss that are
traded in active markets (such as shares of publicly listed
companies) is based on quoted market prices at the balance
sheet date. The quoted market price used for financial assets
held by the Group is the closing price at year end date.

The fair value of available-for-sale financial assets that are not
traded in an active market is determined by using valuation
techniques. The Group uses a variety of methods and makes
assumptions that are based on market conditions existing each
balance sheet date.

Critical accounting estimates and assumptions

The Group make estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have a
significant effect on the carrying amounts of assets and liabilities are
discussed below:

(a)

Estimates of fair value of properties
In making its judgement, the Group considers information from
a variety of sources including:

(i)  current prices in an active market for properties of different
nature, condition or location (or subject to different lease
or other contracts), adjusted to reflect those differences.

(ii) recent prices of similar properties in less active markets,

with adjustments to reflect any changes in economic

conditions since the date of the transactions that occurred
at those prices.

(iii) discounted cash flow projections based on reliable estimates

of future cash flows, derived from the terms of any existing

lease and other contracts and using discount rates that
reflect current market assessments of the uncertainty in
the amount and timing of the cash flows.
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4. Critical accounting estimates and assumptions
(continued)
(b) Construction contracts

(c)

As explained in note 2(u), revenue recognition on a project is
dependent on management’s estimation of the total outcome
of the construction contract, as well as the work done to date.
The actual outcomes in terms of total costs or revenue of the
project may be higher or lower than estimated at the balance
sheet date, which would affect the revenue and profit
recognised.

Depreciation and amortisation

The Group depreciates the property, plant and equipment on a
straight-line basis over the estimated useful life and after taking
into account their accumulated impairment in value. The
estimated useful life reflects the management’s best estimate
of the periods that the Group intends to derive future economic
benefits from the use of the Group’s property, plant and
equipment.

5. Revenue and segment information
The Group is principally engaged in building construction (including
design and build), specialist civil engineering, construction and project
management, electrical and mechanical installation, renovation and
fitting-out, property development and rental, and contractor finance.

Revenue represents gross billing value of contracting work to third
parties, sales proceeds and rental income from development
properties, rental income from investment properties and rental related
income as follows:
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2007 2006

HK$’000 HK$'000

BT T BT

Contract revenue ABHTEKE 2,731,595 2,256,089
Sales proceeds SHE Z TSR

- stock of properties —MEEFE 253,202 298

Rental income WA

— stock of property —MEEFE 1,915 1,834

— investment properties —REWE 14,531 12,007

Rental related income HI7H S AERE 2 A 5,923 5,683

3,007,166 2,275,911
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5. Revenue and segment information (continued)
Primary reporting format: business segments
The Group is organised into four major business segments, being
building construction and civil engineering, electrical and mechanical

5. WEkDEER @
TESERE EK0E
AEBHEDANBEEEL SRAEFERERLTART
R MELTE TR YWEERRENHEERHEMER (B AH

installation, property development and rental and other operations 5%) ©
(mainly associated companies).
Building Electrical Property
construction and and mechanical ~ development Other
civil engineering installation and rental operations Total
BFRERTIAIR BZEIR WXBEREE Hip¥% By
2007 2007 2007 2007 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETR BRI BETT BETT BETT
Revenue Wi 2,096,080 635,515 275,571 - 3,007,166
Segment results NEEE 59,368 (8,914) 62,330* (42) 112,742
Financial and securities income BB RESHA 21,374
Unallocated corporate expenses, RAEARRR
net of income MARKA (15,285)
Operating profit B 118,831
Finance costs AR (6,294) (26) - - (6,320)
Share of results of EE%E
- Jointly controlled entities —RRAEHER (3.920) - - - (3,920)
- Associated companies — B - - 428 13,580" 14,008
Profit before income tax FriGH A& 122,599
Income tax expense FEHRI% (8,568)
Profit for the year REHM 114,031
Segment assets PEREE 979,604 165,534 356,124 42 1,501,304
Associated companies o - - 5,281 1,172 6,453
Jointly controlled entities LREHEH 13,353 - - - 13,353
Deferred income tax assets ERMEHEE 304 1,609 227 - 2,140
Unallocated assets KOHERE 100,446
Total assets BEE 1,623,696
Segment liabilities PERER (810,384) (136,745) (68,874) (7 (1,016,010)
Unallocated liabilities FHEARE (7,278)
Current income tax liabilities EHFEHAaR (5,059)
Total liabilities maE (1,028,347)
Capital and reserves attributable to RORERFAA
the Company’s equity holders ERBARGE (586,515)
Minority interests PHRRER (8,834)
Total equity and liabilities BEZRER (1,623,696)
Capital expenditure BAMRR (706) (247) - - (953)
Depreciation ik (2,168) (156) (5,024) (4) (7.352)
Amortisation B - (2,012) (936) - (2,948)
Write off of goodwill AR - (1,828) - - (1,828)
Net fair value gain on investment properties — ZENEAFEEHFH - - 4,251 = 4,251
Write back of impairment loss of —Bf R EEMN R
a property in Guangzhou, PRC HBEHERE - - 38,403 - 38,403
#  Included HK$38.4 million write back of impairment loss on a property BAE—IRAIRA R BN W 3 2 R B & 1R m 4 6 38,400,000 7T

in Guangzhou, PRC.

* Included HK$10.9 million profit on disposal of a hotel property in Sai
Wan, Hong Kong.

BIEHE B R EBTRIREE Y 2% 575 10,900,0007T e
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5. Revenue and segment information (continued)
Primary reporting format: business segments (continued)

86

5.

Wzt K o EE R o)

FESTERE EXIE®

Building Electrical Property
construction and  and mechanical development Other
civil engineering installation and rental operations Total
BFRERTIATE WEZRIR NEZRREE Hin% 7% FE
2006 2006 2006 2006 2006
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BBTT BBTT BETT
Revenue Wiz 1,976,689 279,400 19,822 - 2,275,911
Segment results NEEE 44,622 4,550 95,912~ (1,072) 144,012
Financial and securities income B REFBA 13,140
Unallocated corporate expenses, KAERATAR
net of income HBRKA (8,906)
Operating profit BEEF 148,246
Finance costs BEKA (7,113) (19) - - (7,132)
Share of results of Eib%E
- Jointly controlled entities - AREHER (24,984) 767 - (818) (25,035)
- Associated companies —B5 - (399) 197 40,960" 40,758
Profit before income tax FTGHtATA R 156,837
Income tax expense FEHRI% (6,488)
Profit for the year REGH 150,349
Segment assets ’\*E§F 871,019 124,599 602,205 17 1,597,840
Associated companies Bt - - 5,412 117,310 122,722
Jointly controlled entities ﬂ EhEE (1,508) - - 297 (1,211)
Deferred income tax assets FUﬁ SHEE 508 - 780 - 1,288
Unallocated assets RAPEEE 59,811
Total assets BEE 1,780,450
Segment liabilities NEAE (780,496) (83,002) (339,126) (6) (1,202,630)
Unallocated liabilities AOEEE (2,866)
Current income tax liabilities EHFREHAR (13,443)
Total liabilities maE (1,218,939)
Capital and reserves attributable RORERFAA
to the Company's equity holders FEREA RS (552,165)
Minority interests DEBFER (9,346)
Total equity and liabilities mESR AR (1,780,450)
Capital expenditure BAMMEY (2,835) (8,603) (446) = (11,884)
Depreciation & (3,975) (126) (4,994) (16) ( 11)
Amortisation B = (2,778) (941) = (3,719)
Net fair value loss on investment properties ~ #&¥%ATERETE - - (2,349) = (2,349)
Write back of impairment loss of HHEERT
a property under development for sale MERBEERE = - 87,780 - 87,780

~ Included HK$87.8 million write back of impairment loss on a property
under development for sale in Guangzhou, PRC.

A Included HK$38.7 million write back of impairment loss on a hotel

property in Sai Wan, Hong Kong.
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5. Revenue and segment information (continued) 5. WKk oEER @
Secondary reporting format: geographical segments RESERE HWESE

Total Capital

Revenue assets expenditure

Wz WEE  EXRMEX

2007 2007 2007

HK$'000 HK$’000 HK$'000

BET T BET T BET T

Hong Kong B 1,575,359 1,012,326 (767)

Macau ST 803,440 184,783 (148)

PRC e 623,718 298,666 (38)

Other Hih 4,649 5,529 -

3,007,166 1,501,304 (953)
Associated companies i 6,453
Jointly controlled entities F R I E A 13,353
Deferred income tax assets EEFTSTREE 2,140
Unallocated assets ROMLEE 100,446
Total assets BEE 1,623,696

Total Capital

Revenue assets expenditure

& wEE  BEAMRAY

2006 2006 2006

HK$'000 HK$'000 HK$’'000

BT T BT BT

Hong Kong s> 1,633,249 981,938 (10,828)

Macau SRS 388,265 89,983 -

PRC F 254,397 525,919 (1,056)

2,275,911 1,597,840 (11,884)
Associated companies B8 55 122,722
Jointly controlled entities HEEEHEE (1,211)
Deferred income tax assets EEFTISTREE 1,288
Unallocated assets RAPREE 59,811
Total assets BEE 1,780,450
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Other income 6. HMUA
2007 2006
HK$'000 HK$'000
BT T BT
Other gains - net HAbaF — B
Financial assets at fair value through BRAFEF AT EEZ
profit or loss: MG EE:
— fair value gains — R ERH - 6,848
— fair value losses NEEREE (277) (566)
Net gain on disposal and redemption & RERIEAFERA
of financial assets at fair value w2 BT E E
through profit or loss i MFER 6,356 112
Gain on disposal of available-for-sale SR & 2 IS A E R T
financial asset 756 -
Fair value gain on investment property "EME N TERT 6,251 6,250
Gain on disposal of subsidiaries L E B A BlEF 4,776 -
Net gain on disposal of property, plant HE W% 1eEs MR R A FEE
and equipment 1,126 -
Net exchange gain Hs A FE 1,543 -
20,531 12,644
Other Hits
Plant and plant staff hire income M B0 B A i B 35 AU 1,268 865
Bank interest income ERITH WA 19,869 13,066
Dividend income from financial assets BRAFER AaF sk EE
at fair value through profit or loss Z IS EEREMA 184 191
Service centre charges received from WERHRE TEBEAR]
related companies Zuﬁz)\ 824 1,261
Secondment fee received from HSZQ%E BB EFRE T
jointly controlled entities EHE R 2 BA 19 2,239
Secretarial and accountancy fee received H&ZE%F SR ME R
from associated companies SHEA - 493
Consultancy fee received from W B HR R R RS T
a jointly controlled entity —HREZEHIEE 2 A - 587
Miscellaneous A 3,125 2,092
25,289 20,794
45,820 33,438

Annual Report 2006/2007 5§



Expenses by nature

Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

7. BHEEEDZHX

2007 2006
HK$'000 HK$'000
BT BT
Cost of construction BERAR 2,581,279 2,092,177
Cost of stock of properties sold MEFEHE 2R 253,131 157
Depreciation e
- building on medium term —HEIEA T 2 BT
leasehold land 4,944 4,943
- owned property, plant and equipment —BEWHE WERRE 2,408 4,168
Amortisation of prepaid premium TEfS T AR & & R
for land lease 936 941
Amortisation of intangible assets B Y 2,012 2,778
Fair value loss on investment property REWENTEEE 2,000 8,599
Auditors’ remuneration ZEE & 1,640 1,640
Legal and professional fees EEREXER 6,401 3,249
Operating lease rentals for land T REF 2 EEBRNES
and buildings 6,730 4,510
Outgoings in respect of T5ME 2 BRARX
— investment properties in Hong Kong —HEBEBZREYE 6,736 6,337
- owned property in Hong Kong —EEBZEEYMHE 3,350 3,310
Staff costs (note 15) BLIRAK (Hizt15) 83,130 103,050
Impairment loss on available-for-sale A& 2B EE
financial assets BIEEE 2,000 812
Net provision for impairment of receivables  FEURBEZE B2 H 48 2,785 1,050
Loss on disposal of a subsidiary HE—MEAREE - 995
Net exchange loss R EEFE - 1,897
Write off of goodwill (SR EE] 1,828 -
Others HAh, 11,248 8,270
Total cost of sales, general and SHEE BN 1T S EL A
administrative, and other KERX AR
operating expenses 2,972,558 2,248,883
Finance costs 8. WEMA
2007 2006
HK$'000 HK$’'000
BYETT BT T
Interest on bank loans wholly repayable ARAFRBHRERZ
within five years and overdraft RITERRBZFE 5,501 6,318
Interest paid on swap agreements TEMEE SN2 MBS - 73
Others HAh, 819 741
6,320 7,132
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9. Directors’ emoluments
The remuneration of the directors for the year ended 31 March 2007

=SS

BEFNBE_ZZLF=A=T—HILFENH2W

is set out below: I
Salaries,
allowances Contributions Share-based
and benefits to retirement Termination compensa-
Fees in kind Bonus scheme benefits tion Total
i 28 BAER KE URHAER
EEHe  REMRE i I 5 R%ER ZHR ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name of directors ESpg BETT BT BT BT BETT BETT BETT
V-nee YEH 2z 100 894 - 34 - - 1,028
Barry John BUTTIFANT Barry John BUTTIFANT
(Alternate Director to V-nee YEH)  (E#z s 2rEF) - - - - - - -
Rodney Gordon FRANKS Rodney Gordon FRANKS
(resigned on 12 July 2006) (R=BTAFLATZAE) 28 1,022 - 4 1,000 - 2,054
Ka-kui CHAN RREH
(appointed on 19 August 2006) (RZEEAFNATNAZM) 62 2,047 1,965 84 - 1,140 5,298
Ki-chi KWONG BHEE 100 - - - - - 100
Tobias Josef BROWN Tobias Josef BROWN 100 - - - - - 100
Ho-ming Herbert HUI ER 100 - - - - - 100
Kin-fung Jeffrey LAM s 100 - - - - - 100
Kwok-kuen Peter LAU 2B 100 - - - - - 100
690 3963 1,965 122 1,000 1,140 8,880

The remuneration of the directors for the year ended 31 March 2006 BEENHE_ZTTRF=A=1T—HILFENMEN

is set out below: T

Salaries, Contributions

allowances and to retirement
Fees  benefits in kind scheme Total

B 28 RIER
ik REWMKE HEE ek
HK$'000 HK$'000 HK$'000 HK$'000
Name of directors EEnA BETT BRI BT BT
V-nee YEH B 50 924 36 1,010

Barry John BUTTIFANT Barry John BUTTIFANT

(Alternate Director to V-nee YEH) (B ERES) = = = -
Rodney Gordon FRANKS Rodney Gordon FRANKS 50 3,588 12 3,650
Ki-chi KWONG BHEE 50 - - 50
Tobias Josef BROWN Tobias Josef BROWN 50 - - 50
Ho-ming Herbert HUI AR 50 - - 50
Kin-fung Jeffrey LAM eSS 50 - - 50
Kwok-kuen Peter LAU e 50 - - 50
350 4512 48 4910
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10.

Directors’ emoluments (continued) 9. EEME
No allotment of shares was made to directors of the Company under RERNWEBBERR AR —AN—FEATABER
the two executive share option schemes of the Company adopted on ZEEF)N\A T = BERANMIBITEA 8RR
19 July 1991 and 23 August 2002 respectively during the year (2006: EIRBERD TFARREE (ZTTRF E) -
Nil).
No benefit arose on shares issued and allotted to a director of the REARBRARBAR-_ZZ_FN\AZT=HERMNH—
Company under the employee share subscription scheme of the HESREBROABBTREZRTARA —UEF 2K
Company adopted on 23 August 2002 during the year (2006: Nil). DI EEEE TS (ZTTNF ) o
Except for Mr. V-nee YEH who has waived to receive HK$491,250, BRELRCEENENFAHARAFMNEE S RES
being discretionary bonus for the year approved by the remuneration BT 28491, 250FHAEALIN RFE W MEEN
committee and the board of directors of the Company, none of the FH W & 2 #EF o
directors has waived his right to receive emoluments.
Five highest paid employees 10. A= FHMES
There was one director (2006: one) whose emolument was among rEERREEFENEEFRENES (ZTT FA
the five highest in the Group and included in the analysis set out in —fiz) - S B BRI IR
note 9.
Details of the emoluments paid to the other four (2006: four) Heprfe (Z2ERNFRIEA) e FmA T BB
individuals, who are not directors but whose emoluments were among AN EREBRAEB AN ESENEST Hile
the five highest in the Group are as follows: AT
2007 2006
HK$’000 HK$'000
BT T BT T
Salaries and other allowances e PS @R b= 421 7,537 8,100
Bonuses TEAL 918 4,017
Contributions to retirement scheme RURAEFIET SR 230 296
Termination benefits =IERRTE & A 468 672
9,153 13,085
Number of individuals
in each band
EEA"
Emolument bands < 5 E 2007 2006
HK$2,000,001 - HK$2,500,000 78#2,000,0017T — % #2,500,0007T 3 -
HK$2,500,001 — HK$3,000,000 78#2,500,0017T — 5 #3,000,0007T 1 1
HK$3,000,001 - HK$3,500,000 78#3,000,0017T — 5 #3,500,0007T - 2
HK$3,500,001 — HK$4,000,000 75 #3,500,001 7T — 7 #4,000,0007T - 1
4 4
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11.

12.

92

Income tax expense

Hong Kong profits tax has been provided at the rate of 17.5% (2006:
17.5%) on the estimated assessable profits for the year after
application of available tax losses brought forward. Taxation on
overseas profits has been calculated on the estimated assessable profits
for the year at the rates of taxation prevailing in the countries in
which the Group operates.

The amount of income tax charged/(credited) to the consolidated
income statement represents:

11.

Fri8®iBx

R FIE BRI IE 2 55 R BOR R 1 32
T2 RBEREEES 2 HERE (CEEAEAAS
2SR REEEFEBORE AL E R
BUE R 4K (SR BUM I\ R B B R 2 347
GELES

A BERING GEA) ZFAEHOT:

2007 2006
HK$’000 HK$'000
BT BB T
Hong Kong profits tax EENEH
— provision for the year —AREE LR 1,693 9,098
Overseas tax HNGIE
— provision for the year —RFEEEE 11,324 2,647
Qver provision in prior years T EBEER (3,597) (4,571)
Net transfer from deferred income tax BBERLEMSTFE
(note 31) (MfaE31) (852) (686)
Income tax expense FfsHiFAx 8,568 6,488

The taxation on the Group’s profit before income tax differs from the
theoretical amount that would arise using the taxation rate of the
home country of the Company as follows:

REBBBAEHRANGEN < HRERERAARRAL
BR B EmtE 2 BimfiEs Z5m T

2007 2006
HK$’000 HK$'000
BT BB T
Profit before income tax FFr 45 5% Bl Al
(excluding share of results of jointly (T B FERE(R H R
controlled entities and associated B R EE)
companies) 112,511 141,114
Calculated at a taxation rate of 17.5% BRE17.5% (ZEZTRF:17.5%)
(2006: 17.5%) HE A 19,689 24,695
Effect of different taxation rates in A B R R
other countries - (1,835) (1,172)
Qver provision in prior years T EBEER (3,597) (4,571)
Income not subject to taxation mERBIRA (6,918) (21,114)
Expenses not deductible for taxation I ab-a
purposes 4,552 7,474
Temporary differences not recognised REBRCERER (372) 1,123
Tax losses not recognised REERZFIE 2,219 4,995
Utilisation of previously unrecognised 2R IR HERR
tax losses Z 8 (5.170) (4,942)
Income tax expense FriSHi X 8,568 6,488

Profit attributable to equity holders of the Company
The profit attributable to equity holders of the Company is dealt with
in the financial statements of the Company to the extent of
HK$116,577,000 (2006: HK$69,652,000).
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13.

14.

15.

Dividends
The dividends paid during the year ended 31 March 2007 were
HK$83,074,000 (2006: HK$31,978,000).

13.

iz E
HE_ZT+F=-A=1+—RAIFEDREREEBIE
83,074,0007t (ZZ =T/~ F A/5¥31,978,0007T) °

2007 2006
HK$'000 HK$ 000
BET T BT T
Interim dividend paid of HK4.0 cents B R HARR B AR im Ak
(2006: HK3.0 cents) per ordinary share B4 0Nl (ZZFZTRE EE3.010) 25,561 19,187
Proposed final dividend of HK4.0 cents Bk R EAR B B AR AR
(2006: HK3.0 cents) per ordinary share B4 0Nl (ZZFZTRE EE3.010) 25,648 19,171
Proposed special dividend of HK6.0 cents PRI B B T EAR
(2006: HK6.0 cents) per ordinary share 6.0l (ZZTZTRF: BH6.01L) 38,471 38,342
89,680 76,700

At the board meeting held on 6 July 2007, the board of directors of
the Company has recommended the payment of a final dividend of
HK4.0 cents per ordinary share and a special dividend of HK6.0 cents
per ordinary share for the year ended 31 March 2007. These
recommended dividends are not reflected as dividends payable in
the financial statements until they are approved at the forthcoming
2007 annual general meeting of the Company, but will be reflected
as an appropriation of retained profits for the year ending 31 March
2008.

Earnings per share

The calculation of earnings per share is based on the profit attributable
to equity holders of the Company of HK$105,399,000 (2006:
HK$120,296,000) and the weighted average of 639,056,000 shares
(2006: weighted average of 639,357,000 shares) in issue during the
year.

No diluted earnings per share for the years ended 31 March 2007
and 2006 are presented because there were no dilutive potential
ordinary shares outstanding during these years.

14.

RE-ZELFLARNBRTZEZESE L ARRES
ERERBE_ZTLF=A=T—HIEFERERY
B BAOE 4. 01l KA RIS B E BB
6.0flll- Z T2 H I B RN ANA T IRER AR BB E AR
B HEERENARBNEEIT. TR LFRTBFX
S LBBRTEAR ESRREEE—FTN\F=A=
T—HIEFEZREEM DR

BREF
ERBFNDEALREEZFEAEMGL A B
105,399,0007T (=TT /N F A7#5#120,296,0007T) MF
B 31T 2 I A% 21639,056,0000 (Z BT /NE A
hNfE 9 A 28639,357,0004%) 5+ & -

BRBE-TTLER_SEAFZ A=+ ALFR
i AR D BT RER B 25N SR
SR

Staff costs 15. R TR AR
2007 2006
HK$'000 HK$ 000
BT BT T
Wages, salaries and allowances T& i &R0,

(including directors’ emoluments) (BEBERESMH2) 492,742 355,727
Provision for unutilised annual leave REAFBRERS 2,875 1,495
Termination benefits LIRS E A 5,198 4,379
Annual retirement benefits costs FERREFER 16,006 13,692
Share-based compensation LARR D R Bt 2 %18 1,730 -

518,551 375,293

Charged to cost of sales B EHEKAF (435,114) (270,954)
Capitalised in property under EENEEHEERRFWE

development for sale (307) (1,289)

83,130 103,050
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16. Property, plant and equipment

16. M5 HE R kR

Group £
Furniture,
Leasehold Plantand fixtures and Motor
Property improvements machinery equipment vehicles Total
e B EE
n% NEEE HWHRE RERRE AE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB BB S BB S BETT
At 1 April 2005 RZZZRFMA-A
Cost R 122,143 19,975 64,155 26,962 5,861 239,096
Accumulated depreciationand ~ ZBHTER
impairment E (52,935) (19,339) (57,401) (22,607) (5,043) (157,325)
Net ook value REFE 69,208 636 6,754 4,355 818 81,771
Year ended 31 March 2006 HE-STFZA=T-BLER
Opening net book value EREFE 69,208 636 6,754 4,355 818 81,771
Acquisition of a subsidiary KE-HEAE - 58 - 316 - 374
Additions AE - 681 889 1,514 232 3,316
Depreciation e (4,943) (240) (1,522) (2,127) (279) 9,111)
Disposal of a subsidiary HE-HBAT - - (5,106) (306) (538) (5,950)
Disposals HE - - (12) (832) = (844)
Closing net book value FREEFE 64,265 1,135 1,003 2,920 233 69,556
At 31 March 2006 RZBZ F=A=+-H
Cost A 122,143 22,794 49,476 29,705 4,502 228,620
Accumulated depreciation and  2EHER
impairment HE (57,878) (21,659) (48,473) (26,785) (4,269) (159,064)
Net book value FEFE 64,265 1,135 1,003 2,920 233 69,556
Year ended 31 March 2007 EZ-BZtE=A=+-HLEE
Opening net book value EHREFE 64,265 1,135 1,003 2,920 233 69,556
Additions NE - 239 245 469 - 953
Depreciation ik (4,944) (295) (434) (1,574) (105) (7,352)
Disposals it - - (34) (98) (14) (146)
Closing net book value ERREFE 59,321 1,079 780 1,717 114 63,011
At 31 March 2007 R-BZtE=A=1+-H
Cost KA 122,143 21,435 42,547 24,710 2,398 213,233
Accumulated depreciation and 2BEHER
impairment A (62,822) (20,356) (41,767) (22,993) (2,284) (150,222)
Net book value REFE 59,321 1,079 780 1,117 114 63,011
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16. Property, plant and equipment (continued) U E/ER: B A
Company &4 F
Furniture,
Leasehold fixtures and Motor
improvements equipment vehicles Total
bish- HRHR-EE

MEHLE HERRE RE W

HK$°000 HK$°000 HK$ 000 HK$ 000

BT T BT T BT T BT T
At 1 April 2005 RZZEZTRFMA—H
Cost R AN 8,167 13,100 2,897 24,164
Accumulated depreciation 2REINE (7,931) (11,018) (2,727) (21,676)
Net book value BRE A 236 2,082 170 2,488
Year ended 31 March 2006 HE-ZTZ F=A=1+—HILFE
Opening net book value FHREFE 236 2,082 170 2,488
Additions NE 681 520 - 1,201
Depreciation e (136) (1,309) (84) (1,529)
Disposals HE - (24) = (24)
Closing net book value FAREEFE 781 1,269 86 2,136
At 31 March 2006 RZZEERF=A=+—H
Cost R AN 8,848 13,373 2,897 25,118
Accumulated depreciation 2RENE (8,067) (12,104) (2,811) (22,982)
Net book value BRE A 781 1,269 86 2,136
Year ended 31 March 2007 BE_ZEZtHF=A=1+—HLFE
Opening net book value FHREFE 781 1,269 86 2,136
Additions NE 25 209 - 234
Depreciation e (177) (956) (71) (1,204)
Disposals HeE - (43) (14) (57)
Closing net book value FAREEFE 629 479 1 1,109
At 31 March 2007 R=—ZEZEt+tHE=A=+—AH
Cost AR 7,275 9,015 1,172 17,462
Accumulated depreciation 2REINE (6,646) (8,536) (1,171) (16,353)
Net book value BRE A 629 479 1 1,109
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17. Investment properties

96

17. REY

Group £H
2007 2006
HK$'000 HK$’000
BT BT
At 1 April REA—A 112,720 115,069
Transfer from property under ERAHEERERYE
development for sale 4,306 -
Fair value gain ANFE 6,251 6,250
Fair value loss AFERE (2,000) (8,599)
At 31 March R=A=+—H 121,277 112,720
The Group’s interests in investment properties are analysed as follows: REEREYZEESDITAT
Group £H
2007 2006
HK$'000 HK$’000
BETT BT
In Hong Kong, held on leases of EER FHAZES
below 10 years (note a) DIM0FE (Hfita) 68,221 70,221
In Hong Kong, held on leases of EER FHAZES
between 10 years and 50 years (note b) N F10F =504 (Hiztb) 48,750 42,499
In China, held on leases of between B 5E 2
10 years and 50 years (note a) NTF10FEE50F (Hfata) 4,306 -
121,277 112,720
Notes: Bt
(@)  The Group uses discounted cash flow projections to derive the fair value (@) FAEERAERRReREBRAMAHE LY EZ ATFE-
of this property. The calculation is derived based on reliable estimates IFEERRIBHARR S REN AT ML EARE
of future cash flows, the terms of any existing lease and other contracts HEREMENNGER RAARREUARMRE R TS
and discount rate that reflect current market assessments of the HRSRENSEMER A ETEENTEIELYES
uncertainty in the amount and timing of the cash flows. flo
(b) The property was revalued on the basis of its open market value by an (b)  WEEBOAERNTHRIDAIGHEIIT AR A RIRERFHTE
independent firm of surveyors, Knight Frank Petty Limited. e
In the consolidated income statement, general and administrative ERAERRN THHX S REEEZREMER

expenses included HK$157,000 (2006: HK$314,000) relating to the
office units of an investment property in Hong Kong that was unlet.
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18. Prepaid premium for land lease

19.

18. FE{F L Hb7H

gH

Group £E
2007 2006

HK$'000 HK$ 000

BET T BT
At 1 April RIMA—H 38,599 39,540
Amortisation By (936) (941)
At 31 March R=A=+—H 37,663 38,599
The Group’s interest in prepaid premium for land lease is analysed as AEEENTHAEER 2T :
follows:

Group £E
2007 2006

HK$'000 HK$ 000

BET T BT
In Hong Kong, held on lease of EEE FEZ

below 50 years HABIRA+F 37,663 38,599
Intangible assets 19. B EE
Group £H
Trademarks and Secured
trade names contracts Total
BERERAER W& wct
HK$°000 HK$°000 HK$ 000
BT T BT T BT T

Year ended 31 March 2006 HE T XF=ZA=1+—HIFE
Opening net book value FHEREFE = = =
Acquisition of a subsidiary W — B A A 3,000 3,740 6,740
Amortisation 5 (450) (2,328) (2,778)
Closing net book value FAREEFE 2,550 1,412 3,962
At 31 March 2006 RZZEEF=A=+—H
Cost b1 4D N 3,000 3,740 6,740
Accumulated amortisation RIEHH (450) (2,328) (2,778)
Net book value REVFEE 2,550 1,412 3,962
Year ended 31 March 2007 BE_ZEZtHF=A=1+—HLFE
Opening net book value FHREFE 2,550 1,412 3,962
Amortisation i (600) (1.412) (2,012)
Closing net book value FREEFE 1,950 - 1,950
At 31 March 2007 R=-BELtHE=H=+—H
Cost AR 3,000 3,740 6,740
Accumulated amortisation RIEEE (1,050) (3.740) (4,790)
Net book value BREFHE 1,950 - 1,950
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19. Intangible assets (continued)

The use of trademarks and trade names is under the Trade Mark
Licence Deed for the purpose of continuity of the brand name — “Hsin
Chong Aster” in the electrical and mechanical industry in Hong Kong,
Macau and the Mainland China for a fixed period of 5 years.

The secured contracts are amortised over the contract period and is

fully amortised in the current year.

The amortisation for the year is included in other operating expenses

in the consolidated income statement.

19. B EE @
FREERTERZE T ZEEREREEZ BN =5
TERFETEHARES BRI BRI AR 2 #E TR
NHEEER [FTEaE | 2 mhEafEe

HSA NN A KRB WNAE R 2 B i

REENEHEWET AR A BER 2 HEEFHIA T

20. Goodwill 20. &
Group £H

2007 2006

HK$'000 HK$ 000

BET T BT

At 1 April RIMA—H 1,828 -
Acquisition of subsidiaries U B BB R ) - 1,828
Write off g (1,828) =

At 31 March R=A=1+—H - 1,828

The write off of goodwill during the year is included in other operating

expenses in the consolidated income statement.

WA B A A BER 2 B S M
HTe

21. Subsidiaries 21. 1B F]

Company &2 F
2007 2006
HK$'000 HK$'000
BT BT T
Unlisted shares, at cost FE £ RRAS - R AR 210,468 210,468
Less: impairment in value R RE (84,547) (148,000)
125,921 62,468
Loan to a subsidiary BRF—HEBAF 30,000 -
Amounts due from subsidiaries FEUSHT B A R FIE 625,366 821,554
Less: provision B (179,109) (195,096)
446,257 626,458
Amounts due to subsidiaries ERHTB A R FIE (140,978) (226,021)
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21.

22

Subsidiaries (continued)

Loan to a subsidiary is unsecured, interest bearing at 3 month HIBOR
plus 1% per annum and not repayable within one year. The effective
interest rate at the balance sheet date was 5.18% per annum (2006:
Not applicable).

Amounts due from/to subsidiaries are unsecured, non-interest bearing
and have no fixed terms of repayment, except for an amount due
from a subsidiary of HK$162,744,000 (2006: HK$165,527,000) which
bears interest at Hong Kong prime rate less 2.5% (2006: Hong Kong
prime rate less 2.5%) per annum.

Details of subsidiaries are set out in note 41.

21.

BB A E] )

REF—WBARZERERR HESU=EAES
RITRIEIT BN % EF 8 R EE— EREE AT
BERAEA Y BEFRAES518% (CEEAE T
EA) -

M — BB AR 2 BRI B % 162,744,0007T (ZFE R
FAE#165,527,00070) ‘RFEUABBHEBNER
25% (ZEEANFAEFRESHER2.5%) sTEF S
G ELERENY AT BT B A RIFRIB T IR o B % S [E
TEEHH

REEZ B AR ERFFIR T4 -

. Associated companies 22. BEaR
Group £H

2007 2006

HK$’000 HK$'000

BT BEET T

Share of net assets EREEFE 6,382 6,601
Net loans (from)/to associated companies BR(B) /T FE (452) 115,564
Amounts due from associated companies JE st 5% SR IR 523 557
6,453 122,722

The net loans from and amounts due from associated companies of
HK$71,000 (2006: net loans to and amounts due from associated
companies HK$116,121,000) are unsecured, non interest bearing and
not repayable within one year. The carrying amounts approximate
their fair values.

During the year, dividends received from associated companies
amounted to HK$13,919,000 (2006: Nil).

The Group’s share of assets and liabilities and results of associated
companies are summarised below:

fi B R EUHE S F R B HE 71,000 (Z 22 RFRET
Ko S SR F R 5 116,121,0007T) AR 8 K%
BE-FAREE-REEREAFERL

R B U SRAL S A 7E813,919,0007T (ZEZ N F:
7)o

AREBRERRECEE BEMRERREZLT:

Group £E

2007 2006

HK$'000 HK$'000

BT BT

Assets BE 9,618 138,987
Liabilities af& (3,236) (132,386)
Net assets BETE 6,382 6,601
Revenue Wz 25,236 58,977
Profit before income tax FrAS 5t A a Al 14,052 40,773
Income tax expense FREHR (44) (15)
Profit for the year RE 5 F 14,008 40,758

Details of associated companies are set out in note 41.

ARG B B SR AR DA KT RE4T

Hsin Chong Construction Group Ltd. $IE & E£EAR AT 99



Notes to the Consolidated Financial Statements 4345 B 7§ % % i st

23. Jointly controlled entities HEZEFIER
Group £H
2007 2006
HK$’000 HK$'000
BT BB T
Share of net liabilities J@EEF?%E (81,283) (77,113)
Net amounts due from jointly JEM R I B g8
controlled entities 94,636 75,902
13,353 (1,211)
The Group's share of assets and liabilities and results of jointly AEEEHERIEHER 2 EE ABEREERIRE
controlled entities are summarised below: ™
Group £H
2007 2006
HK$’000 HK$ 000
BT BETT
Non-current assets ERENVE E - 35
Current assets MEVEE 49,723 91,263
Non-current liabilities eI EI=L= (96,389) (77,569)
Current liabilities mEAaf (34,617) (90,842)
Net liabilities BEFE (81,283) (77,113)
Income WA 217,893 225,616
Expenses X (221,813) (250,651)
Loss for the year ANEFEE (3,920) (25,035)
Net amounts due from jointly controlled entities are unsecured, non- HREAZGIER 2 RRFHEERR 2EREF —FNE
interest bearing and not repayable within one year. The carrying BoREEREELNFEMER

amounts approximate their fair values.

REREWREEREGIEEZ
4,432,0007T) ©

gm}

(

A
A
7 ‘

During the year, no dividend was received from jointly controlled NERBE

entities (2006: HK$4,432,000).
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23. Jointly controlled entities (continued)

24.

23. HEIEHIEE @

Details of the Group’s interest in the jointly controlled entities are as REBAFEHEZEGI TR ERERFIINT:
follows:
Place of incorporation Effective percentage of Proportion
Name and operation Principal activity interest held of voting power
£ SRS Y TEER REEREGEZEAN HREEZEAL
2007 2006 2007 2006
Hsin Chong - Yau Lee Joint Unincorporated joint venture Building construction 50% - 50% -
Venture (note) operating in Hong Kong BFRE
ME-BRHEBME (M) EEBEEZEBER
LRERE
Hsin Chong Construction Company Unincorporated joint venture Construction management 60% 60% 50% 50%
Limited & Taylor Woodrow operating in Hong Kong RIEER
International Limited Joint Venture for ~ Z&B&% 2 B%E
Kowloon Station (note) ZRBRE
(Kizt)
Leighton - Hsin Chong Unincorporated joint venture Civil engineering 50% 50% 50% 50%
Joint Venture (note) operating in Hong Kong TARIE
BE-HEEEME (M) EEBEEZEBER
LEERE
Maeda-Hitachi-Yokogawa- Unincorporated joint venture Civil engineering 20% 20% 25% 25%
Hsin Chong Joint Venture (note) operating in Hong Kong TATHE
AA-BY-RI-FEHE EEEREZEEER
(Bzt) LRERE
MBH Joint Venture (note) Unincorporated joint venture Civil engineering 20% 20% 33.33% 33.33%

MBH & &% (Afit)

Note:

Pursuant to the terms of the joint venture agreements, the profit sharing for
each year of the jointly controlled entities shall be distributed to the joint

operating in Hong Kong
HBERLEZFRER

ZRELE

parties in proportion to their respective interests.

Held-to-maturity investments

Held-to-maturity investments represent bonds that are denominated
in United States dollars (“US$") and have a maturity of between
2 months to 2.5 years (2006: 3 months to 2.5 years) with nominal
amounts of HK$18,910,000, equivalent to US$2,440,000 (2006:
HK$20,150,000, equivalent to US$2,600,000) maturing more than
one year and HK$12,090,000, equivalent to US$1,560,000 (2006:
HK$10,850,000, equivalent to US$1,400,000) maturing within one

year.

TATRE

Htat:

REEERHZER ARRHERSFEN 2D RHAIRES

BIEBHMIE 2 iR fI D

SR RE

24,

BRI BRERRUETAEM 2 ES W HRHREA
EMFERIH (CEEAFAE=EAZHEE) M2
HA R ARE— I EE A5 518 910,0007T H{EE 7T.2,440,000
(ZZE R4 A78%20,150,0007T  H{EZETT2,600,000)
ER—FAEEEREA%E%12,090,00070 FEXT
1,560,000 (ZZF T/~ F A/5%10,850,0007T  FEZEXTT

1,400,000) °
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25. Available-for-sale financial assets

26.

102

25. AR HEZHBEE

Group £H

2007 2006

HK$’000 HK$'000

BT BT

At 1 April RrEA—H 10,069 2,171
Reclassifications EFOLE - 8,541
Fair value gains transfer to equity BEEm 2 A TERE - 169
Impairment loss BEEE (2,000) (812)
Disposal HE (2,340) =
At 31 March R=A=+—H 5,729 10,069

The impairment loss charged for the year is included in other operating

expenses in the consolidated income statement.

Available-for-sale financial assets include the followings:

A R BB NG A B R Y AL R
HTe

AHHEZMBEERRATER:

Group £E

2007 2006
HK$'000 HK$’'000
BT T BT

Equity securities IR E
Listed in Hong Kong, at fair value BBELET RATE - 2,340
Unlisted, at fair value LT HRATE 5,729 7,729
5,729 10,069

Financial assets at fair value through profit or loss

26. RAFEF NGNGB 2T BEE

Group £H

2007 2006
HK$'000 HK$ 000
BET T BT

Equity securities IR E
Listed in Hong Kong, at fair value BBELET RATE - 15
Listed overseas, at fair value AN ET R ATE 1,315 5,987
Unlisted overseas, at fair value AINEET R ATE - 41,229
1,315 47,231

Changes in fair values of financial assets at fair value through profit
or loss are recorded in other income in the consolidated income

statement.
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27. Properties under development

(a)

(b)

27. BEPYE

Property under development (a) BRPYE
Group £E
2007 2006
HK$'000 HK$ 000
BT BT T
Property under development, at cost ~ ZEREFE LRA - 16,452
Less: accumulated impairment B RTERE - (16,452)

Property under development as at 31 March 2006 represented
a project undertaken by a subsidiary which plans to construct
and manage service apartments on a site of approximately 471
sg.m. in Ho Chi Minh City, Socialist Republic of Vietnam. During
the year, the Group disposed of its interests in the subsidiary.

Property under development for sale

RoTEAEZ A= +— B2 BRPMEA—HE
— B AT R RIE R B AR B
R E ZM RN MERERT SRERL
AN THK AR AEER L ERH AT
e

(b) HHEZRRBUE

Group £E

2007 2006
HK$'000 HK$ 000
BET T BT T

Property under development for sale,  ftHERERYE RKAR
at cost 41,265 283,018
Less: accumulated impairment B RFERE (4,465) (80,730)
36,800 202,288

Property under development for sale represents a project
undertaken by a subsidiary of the Group to develop, construct
and sell residential units and shop units on a site of approximately
18,215 sg.m. at Wen Chang Pavilion located in Li Wan District,
Guangzhou, China. The subsidiary was established in the form
of a joint venture company under the laws of China with a period
of operation of twenty years from 14 December 1995.

Property under development for sale with carrying value of
HK$36,800,000 represented the shop units of Wen Chang
Pavilion as at 31 March 2007.

HEHEERPYEDLNTREMNZEE HBRE
TE#18,215F TR Z X EHESE - — SR BB A F)
BEER HEMHEETYEERE-ZME AR
REBETFBEEPINGELE AR HREHR—
TEA-NANEF+— A +MAE-

—TEHF= A=+ —HREERB36,800,000
TN ERRTYERXERE 2 EHEN-
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28. Stocks and contracting work-in-progress

104

28. FENREEZHPTRE

Group £E
2007 2006
HK$'000 HK$'000
BET T BT T
Gross amounts due from customers Bl EFE 2 TRHIBERE (Kit)
for contract work (Note) 233,590 188,538
Raw materials, at cost R R AR 1,574 1,514
Stocks of car park properties, at cost MEBEIFE R 59,130 53,059
Less: impairment in value R RE (33,265) (32,713)
Stocks of car park properties, MEBEMFE
at net realisable value ] 3R RE 25,865 20,346
Stocks of residential properties, at cost FEMHEFE EKAR 35,348 -
Less: impairment in value R RE (3,822) -
Stocks of residential properties, FEMHEFR"
at net realisable value R B IFE 31,526 -
292,555 210,398
Note: Btat:
Cost plus attributable profit less BN DN FE (R 5 AR P] T8 R B 18
foreseeable losses 4,620,502 2,882,367
Less: progress payments received R B FE M TR AR R
and receivable (4,400,863) (2,693,829)
Contracting work-in-progress FEh T2 219,639 188,538
Representing: e
Gross amounts due from customers for FEREERTRIBNEE
contract work included in stocks and BWEF 2 TEHKIBERE
contracting work-in-progress 233,590 188,538
Gross amounts due to customers for ERERRETERETNEE
contract work included in payables ERNEP 2 TIRFIAERE
and accruals (13,951) -
219,639 188,538

As at 31 March 2007, retentions held by customers for contract work
included in receivables and prepayments amounted to
HK$137,332,000 (2006: HK$122,007,000).

As at 31 March 2007, advances received from customers for contract
work included in payables and accruals amounted to nil (2006:

HK$25,874,000).
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29. Receivables and prepayments

29. BRI R AN &

Group £8 Company A2 7]
2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT T BETR BT
Trade receivables B 5 N
— third parties —E=5 149,449 123,745 - -
- related company —BHEEQR 243 8,623 - -
— provision for impairment —BiEEE - (3,354) - =
Retention receivables EWRE S
— third parties —E=5 133,711 115,916 - -
- related company —BHEQR 3,748 6,375 - -
— provision for impairment —BiEEE (127) (284) - =
Forward exchange contracts (note) — SNERHIA L (Afzt) 895 290 895 290
Other receivables, deposits EERET Re
and prepayments SSENEA
— third parties —-%=5 55,079 69,489 2,259 2,310
- related companies —BHEQR 2,819 1,853 99 117
— jointly controlled entities HEEHIER 2,573 1,315 - -
— provision for impairment —BiEEE (16,681) (13,825) - =
331,709 310,143 3,253 2,717

Note:The notional principal amounts of the related forward exchange
contracts amounted to HK$87,000,000 (2006: HK$77,000,000). These
forward exchange contracts do not qualify for hedge accounting.

As at 31 March 2007, approximately HK$44,635,000 (2006:
HK$73,726,000) and HK$20,595,000 (2006: HK$36,013,000) of the
receivables and prepayments of the Group were denominated in RMB
and MOP respectively.

As at 31 March, the ageing analysis of trade and retention receivables
is as follows:

K SNERERE M E B AE R AEH87,000,0007T (ZFF
NEAEEET7,000,0007T) s 2 FINERBA LW T RFE
EITEDR G R

R-ZEELFZA=+—H AEBREREZ LB
Z AR MRPIEERE D BIAK BE44,635,0007T
R ##20,595,000T (Z BT REHBIARL BB
73,726,000t % 7##36,013,0007T) ©

R=R=+—0 B ERESRBKERTZ iRk D740
T

Group £

Not yet due 1to0 30 days 31t0o90days 91t0o180days  Over 180 days Total

-Xz =t-% Nt-RE —-BENtX
REH =tX EATX -BNtX Nt X
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT
Balance at 31 March 2007 ZERLE-AC-HAR 222,561 10,635 274 12,314 41,240 287,024
Balance at 31 March 2006 “EEAFZA=t-RER 163,870 21,125 937 331 64,758 251,021

Interim application for progress payments in construction contracts
are normally on a monthly basis and settled within one month with
retention monies withheld but released on the issuance of relevant
maintenance certificates. Rental income is billed in advance of the
rental period.

Hsin Chong Construction Group Ltd. $IE & E£EAR AT
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30. Deposits, cash and bank balances

106

30. FROCRERBITEF

Group £H Company A2 7]

2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$’000
BT T BT BT T BT

Cash at bank and in hand RITEGFERIRE 45,184 74,692 468 597
Short term bank deposits (note |) RHISRITIEZR (Hfati) 554,710 369,040 66,144 24,654
Unrestricted deposits, TEZREZFER

cash and bank balances e RIBITET 599,894 443,732 66,612 25,251

Restricted bank deposits (note i)  52FR &I 2 $R171Fx (Kfatii)

75,900 172,926 - =

675,794 616,658 66,612 25,251

The effective interest rates on bank deposits at the balance sheet
date range from 0.50% to 5.24% per annum (2006: 0.50% to 4.66%
per annum).

Included in deposits, cash and bank balances are the following
amounts denominated in a currency other than the functional currency
of the entity to which they relate:

BT REEEABRAEACERFREEAFE
0.50%%5.24% (ZEZNFAFE0.50%%F4.66%) °

BT REIN BiEEER BE RRTETE MK
EEMERENT

Group &8 Company x24T

2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT BT BT

US Dollars E 193,414 123,753 59,195 755
Renminbi AR 105,687 172,869 - =
Macau Pataca JRFIEE 93,229 13,925 - =
Notes: Hat:

(i)  The short term bank deposits of the Group and the Company have
original maturities of three months or less.

(i)  Restricted bank deposits represent:
—  Proceeds received from the sale of residential properties in PRC
where the fund is confined in the usage of construction work

until full completion.

- Pledge given to the banks for granting banking facilities to group
companies.
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31. Deferred income tax

Deferred income tax are calculated in full on temporary differences
under the liability method using a principal taxation rate of 17.5%
(2006: 17.5%).

The movement of the deferred income tax assets is as follows:

31, IEFEFTEHE

BRIEFSHRAAEEREERZR T ERE17.5% (=
TTRERT.5%) ERBEE-

EREFSTRBE < ZEN T

Group £H

2007 2006

HK$°000 HK$'000

BET T BT T

At 1 April REA—H (1,288) (602)
Deferred income tax credited EREBERRARLEZ
to consolidated income RIEFRIS T (FfaE11)

statement (note 11) (852) (686)

At 31 March R=A=+—H (2,140) (1,288)

Deferred income tax assets are recognised for tax loss carried forward
to the extent that realisation of the related tax benefit through future
taxable profits is probable. The Group has unrecognised tax losses of
HK$144,171,000 (2006: HK$141,660,000) to carry forward against
future taxable income.

The movement in deferred income tax assets and liabilities (prior to
offsetting of balances within the same taxation jurisdiction) during
the year is as follows:

HEEZ BIBERTEMSHEERR UEBREH S
AR B AR RERTSFE IR 2 HBAR -AEER
BARMEATIEBE144,171,0007T (Z BT NFABH
141,660,0007T) AJ A58 LA 85 AR 2R FE SR FR UK A

FREEMSHAERABZES (HF—EHiR

FEERIRERAT) 20T

Group £H
Accelerated tax
depreciation Tax loss Total
IEBIETE BB B
2007 2006 2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BET T BT T BT T BT T BT T BT
At 1 April RIEA—H (508) (602) (780) = (1,288) (602)
(Credited)/charged to EfREBamkN
consolidated income (F8R) Nk
statement 203 94 (1,055) (780) (852) (686)
At 31 March R=A=+—H” (305) (508) (1,835) (780) (2,140) (1,288)
Hsin Chong Construction Group Ltd. $IE & E£EAR AT 107
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31.

32.

108

Deferred income tax (continued)

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against current
tax liabilities and when the deferred income taxes relate to the same
fiscal authority. The following amounts, determined after appropriate
offsetting, are shown in the consolidated balance sheet:

31.

EEFTSH% o)
BEATEFNAERAEHMBEELERATHIBE EEE M
FEIEFTISTLS K B — BBk RS BT AR TS T & B
BB EEEEEHE - ET AEE KR T a8
EGAEEABERAYIER:

Group £H
2007 2006
HK$'000 HK$ 000
BET T BT
Deferred income tax assets EEFTISTREE (2,140) (1,288)
Bank loans 32. RITER
Group £H
2007 2006
HK$'000 HK$'000
BET T BT T
Bank loans, wholly payable within two years ZERMEABHEE ZRITER
— secured —HiEA 25,000 238,348
— unsecured — IR - 42,000
25,000 280,348
Long term bank loans due within one year  ZBR—FRNERE 2 RERITER
included under current liabilities SR MEBAEIER T (25,000) (177,931)
Secured short term bank loan BEMZ BHERTER - (2,417)
- 100,000
The repayment schedule of RITER 2B
bank loans is as follows: B EATR «
— within one year —R—FREIH] 25,000 180,348
—in the second year —REZFREIH - 100,000
25,000 280,348

As at 31 March 2007, the bank loan was denominated in Hong Kong
dollar (2006: HK$ 138,348,000 was denominated in RMB).

The effective interest rate of HK$ loan at the balance sheet date was
5.1% per annum (2006: HK$ loans 5.0% to 5.4% and RMB loans
4.7% to 5.7% per annum).

The carrying amounts of bank loans approximate their fair values.
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33. Payables and accruals 33. B R K EHE A
Group £H Company &2
2007 2006 2007 2006

HK$'000 HK$'000 HK$'000 HK$'000
BET T BETT BT BT

Trade payables B SRR
— third parties —5=5 703,854 530,760 - -
Retention payables JERRE &
— third parties —F=5 146,846 124,209 - -
Other payables, deposits Hh MR 1RE
and accruals NEEt &R
— third parties =8=7 108,888 234,878 7,257 2,837
— related companies —E#E AT 1,895 1,789 21 80
961,483 891,636 7,278 2,917
As at 31 March 2007, approximately HK$100,517,000 (2006: KRBT+ F=A=1+—H KEBEREMNERLETE
HK$259,323,000) and HK$88,126,000 (2006: HK$30,374,000) of Az AR RBPFIEERED BIAL A% 100,517,000
the payables and accruals of the Group were denominated in RMB TR E188,126,0007T (ZEEXRNFHRIKRL BB
and MOP respectively. 259,323,0007T & ##30,374,0007T) °
As at 31 March, the ageing analysis of trade and retention payables R=A=+—H8 B RRESENRRZERR ST
is as follow: T
Group £E
Not yet 1to 30 311090 91to 180 Over 180
due days days days days Total
—XRE =t—-X A+—-XE -—-BNtX
REIH =tx EA+R —-BNA+HX Bk B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT BT BT
Balance at —EZLF=A
31 March 2007 =+—H#& 830,652 6,198 561 1,347 11,942 850,700
Balance at ZEERE=HR
31 March 2006 =+—H&&% 606,447 33,126 6,808 31 8,557 654,969
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34. Share capital and share options

110

34. RAK IR RE

(a) Share capital (@) B*&
2007 2006
Number Number
of shares HK$°000 of shares HK$'000
ROEA BT ignE =] BT
Authorised: EERA:
Ordinary shares of BT B
HK$0.1 each 0178 1,000,000,000 100,000 1,000,000,000 100,000
Ordinary shares, issued ERTRBREERE:
and fully paid:
At the beginning of the year REH] 639,027,592 63,903 639,407,500 63,940
Shares issued under 2002 BE_ZT_FES
employee share RIS FT &
subscription scheme! BITRD! 88,070 9 282,092 29
Shares issued under 1991 BIE—NIL—F
executive share T A BRI &
option scheme? BITRRD? 100,000 10 - -
Share repurchased ARl - - (662,000) (66)
At the end of the year RER 639,215,662 63,922 639,027,592 63,903

' During the year, one Qualifying Employee (as defined in rules of the
employee share subscription scheme adopted by the Company on 23 August
2002 (the “2002 Share Scheme"”) accepted the offer to subscribe for shares
of the Company under the 2002 Share Scheme, and 88,070 shares of the
Company were issued and allotted to the relevant Qualifying Employee at
a subscription price of HK$0.82 per share in accordance with the rules of
the 2002 Share Scheme. Details of the 2002 Share Scheme are set out in
the report of the directors of this annual report.

2 During the year, an employee had exercised his option to subscribe for
100,000 shares of the Company under the 1991 Option Scheme (as defined
in note 34(b) below) at an exercise price of HK$0.80 per share. Details of
the 1991 Option Scheme are set out in the report of the directors of this
annual report.
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34, RARZAIRFE =
(b) RRFE

34. Share capital and share options (continued)
(b) Share options

Executive Share Option Schemes
The Company has two executive share option schemes adopted
on 19 July 1991 (the “1991 Option Scheme”) and 23 August

1TEA SRR EE
RRFIRAMBITHA BREAER R DBR—N
N—FELATIB ([—hh—FRE#ETE]) &

2002 (the “2002 Option Scheme"), respectively. ZEEFNAZT =R (222 FRRER
EIpES0
1991 Option Scheme — AN —FRRETE

Details of the 1991 Option Scheme are set out in the report of
the directors on page 49 of this annual report . Pursuant to the
1991 Option Scheme, the directors, at their absolute discretion,
had made offers to grant options to eligible persons who might
include executive directors, senior executive, managers or
employees of the Group (“the Group” in the context describing

— NN~ FREETE 2 FHBEHNAFRF49
BZEEERER-RE-— NN —FREETE
ERRRYNBERAIASEBAL (BFEAKE
(IAEE | 2EHZR— NN —FRIREAS 25
RARRE AR — L —F R SR RIRT
ETHRE) cHITES SRITBRAS KRB

the 1991 Option Scheme shall apply the definition ascribed to it EE REAURBARARAFRN 2B @KL
under the rules of the 1991 Option Scheme) to subscribe for RAREER E 490

shares in the capital of the Company.

The movements in the share options under the 1991 Option
Scheme during the year and the options outstanding at the
beginning and end of the year are as follows:

RAFERRE - NN —FRIRETEIR T 2 R
BB R NV RF R 2 RITEERR AR 2 FEIE 0
T

Number of Number of
options held options held
asat asat
1 April 2006 31 March 2007
R=2%5% Changes during the financial year RZBBLE
Name of Date of mA-A THHEEA 2D =R=1-H Exercise Exercisable
participant grant B2 Granted Exercised Lapsed Cancelled 2 price period
S8 128 RitAH AREHE i i 4 % B AREHA i@ it
(dd/mmiyyyy) (HKS %) (dd/mmiyyyy)
Director
£
V-nee YEH 25/09/1996 384,000 = = = = 384,000 0.80 25/09/1998 -
f4z 24/09/2008
25/09/1996 384,000 = = = = 384,000 0.80 25/09/1999 -
24/09/2009
Employees 25/09/1996 266,000 = = = = 266,000 0.80 25/09/1997 -
(in aggregate) 24/09/2007
] 25/09/1996 1,992,000 - (100,000) = = 1,892,000 0.80 25/09/1998 -
(fe%) 24/092008
25/09/1996 1,988,000 = = = = 1,988,000 0.80 25/09/1999 -
24/09/2009
5,014,000 - (100,000) - - 4,914,000
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34. Share capital and share options (continued)

112

(b) Share options (continued)

2002 Option Scheme

Details of the 2002 Option Scheme are set out in the report of
the directors on pages 49 to 51 of this annual report. Pursuant
to the 2002 Option Scheme, the directors, at their absolute
discretion, may offer to grant options to eligible persons who
may include any executive directors, senior executive, managers
or employees of the Group (“the Group” in the context
describing the 2002 Option Scheme shall apply the definition
ascribed to it under the rules of the 2002 Option Scheme) to
subscribe for shares in the capital of the Company.

The movements in the share options under the 2002 Option
Scheme during the year and the options outstanding at the
beginning and end of the year are as follows:

34. RARZAIRE =

(b)

RBRE

ZEEFRREHE

—ET —E DR FEEHNAEREL9
ESHECEEEREN-BRE_ST —FRRE
B EFHREMBERIMEERAL BEFER
EH([AEE] 2 EER ST - FRREE
ZHBEARTEERAR BT - FRRE IR
BIFTAE T B0 838 ) 2 ITE R SRITRAE K
BRES REVRBEAATDRATRGZEBH
BN EL-

RAFERRE ST _FRIRETEIR L 2 R
TR E) R NV R R 2 RITERRR AR 2 FEIE 0
T

Number of Number of
options held options held
asat asat
1 April 2006 31 March 2007
RZBBAE Changes during the financial year RZBBLE
Name of Date of mA-A THBEENZED =B=1-H Exercise Exercisable
participant grant 2o Granted Exercised Lapsed Cancelled 2 price period
S8ALER REAH AREHA R il P3| i AREHA 4 il
(do/mmdyyyy) (HKs %) (dd/mm/yyyy)
Director
Ez
Ka-kui CHAN 03/02/2007 = 3,000,000 - - - 3,000,000 0.82 03/03/2008 -
RRE 31012017
03/02/2007 - 1,500,000 - - - 1,500,000 082 03/03/2009 -
3110172017
03/02/2007 - 1,500,000 - - - 1,500,000 0.82 03/03/2010 -
311012017
Employees
(in aggregate)  03/02/2007 - 15,000,000 - - - 15,000,000 082 03/03/2008 -
&8 31012017
(%) 03/02/2007 - 7,500,000 - - - 7,500,000 082 03/03/2009 -
311012017
03/02/2007 - 7,500,000 - - - 7,500,000 0.82 03/03/2010 -
3110172017
- 36,000,000 - - - 36,000,000
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34. Share capital and share options (continued) 34, RAR AIRFE e
(b) Share options (continued) (b) RBFE @
Fair values of share options under the 2002 Option Scheme and RIE T T — FRIRER B 2 RREN A E

assumptions: KRR

BIE T T~ FRIRER B 2 RREN AT E
Jh¥%Black-Scholes-Mertonf& 1 E (B AE A EE F - = 6F
&R AT R AR iR AR 2 EE SR
R ARFZANT -

The fair values of the share options under the 2002 Option
Scheme granted during the year were determined using the
Black-Scholes-Merton Option Pricing Model. There were no share
options granted in last year. The significant inputs into the model
and assumptions were as follows:

50% of options
exercisable

from 3 March 2008
to 31 January 2017

25% of options
exercisable

from 3 March 2009
to 31 January 2017

25% of options
exercisable

from 3 March 2010
to 31 January 2017

TR=ZENE ARZBBHE TRZZ-ZF

SA=REE =A=REE =A=REE

—E-t% —E-t% —E-t%

—A=t-AL —A=t-AL -B=t-AL

RS Z fEES 2 fEES 2

Bt zRBRE “HRZRAKRE ZtEZRARE

Fair value AYE HK$0.23 HK$0.26 HK$0.25

Share price R HK$0.89 HK$0.89 HK$0.89

Exercise price 168 HK$0.82 HK$0.82 HK$0.82
Expected volatility HIDRE 45.07% 45.43% 41.97%

Expected life of the options B RREE RS 3.9 years 4.9 years 5.9 years

Risk-free rate EEBHE 4.24% 4.27% 4.29%

The expected volatilities were based on the historical volatilities TR TR A A FIRRE R B £ HARS (B3R p& e

of the share prices of the Company over the periods that are 20 A RS AR A TR Y BARS) N K
equal to the expected lives before the grant date. B E o
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34.

114

Share capital and share options (ontinued) 34. AR RIRIE )
(c) Other share arrangement () HflRp=HE
The Company was informed by a shareholder that on 29 January —ERER-_ZBZLF-AZTNEBILRR
2007, it made an offer of option to purchase 4,000,000 shares AR RAARNRESALERRN LA
of the Company from it at a transfer price of HK$0.751 per BH-—EERENZDN BIELTERS TE
share subject to fulfilment of certain conditions to Mr. Ka-kui BT AEREE0.751 TR R E R Z R R
CHAN, the managing director of the Company, and the offer 54,000,000k AR ARG MZEHNR _TZ+
was accepted by Mr. Ka-kui CHAN on 29 January 2007. In F-AZTNB BRI EZEN- LN BB
addition, such shareholder also transferred a total of 1,180,911 Z_EELF=A=+—HIEMBEE ZRE
shares of the Company to Mr. Ka-kui CHAN at transfer prices TN T ERER0.713 T2 FAEEE0.8167TH
ranging from HK$0.713 per share to HK$0.816 per share during BEEEEES 1,180,911 RAR R, T FRKR 5
the financial year ended 31 March 2007. ke
The Company was also informed by such shareholder that it ZERRIBAARRNR] ZRREME TAEE
made other offers to certain employees of the Group to purchase EERLEMZLY BUEEEEENEENE T
from it the shares of the Company subject to fulfilment of certain BRETHZERREBEARARG REBEE-F
conditions. A total of 90,380 shares of the Company had been ZHF=A=T—HIEHBFE ZERERANTF
transferred to those employees who accepted the offers from BREK0.737 T EBRBEE0.816 T E REE
such shareholder at transfer prices ranging from HK$0.737 per FEEHO0,380RANAEIRGN THEEMNBZLHNE
share to HK$0.816 per share during the financial year ended 31 Be
March 2007.
Fair values of 4,000,000 share options and assumptions: 4,000,000 A& By A F B R ARER :
The fair values of the share options granted during the year RNERE M 2 B AE R A F{E Ty #Black-Scholes-
were determined using the Black-Scholes-Merton Option Pricing Merton REE BRI E T 2R A KA 2 EZE
Model. The significant inputs into the model and assumptions BRERRNT
were as follows:
25% of options  25% of options  25% of options  25% of options
exercisable from exercisable from exercisable from exercisable from
29 January 2008 29 January 2009 29 January 2010 29 January 2011
to 21 April 2008 to 21 April 2009 to 21 April 2010  to 21 April 2011
TRZBENE  TRZEEAF  ARZZ-BF  ORZE--F
-A=thAEZE -A-thABZE -PA-thBEE -A-thARE
“BENF ZEEhE ZE-BF b S
MA=t+-AL MA-+-AL MA=+-HL mA=t+-AL
EESZ EASZ TEASZ EESZ
SthzARE  CtEZRRE 0 —tEIRRE —thzikE
Fair value NTE HK$0.14 HK$0.15 HK$0.19 HK$0.23
Share price &E HK$0.83 HK$0.83 HK$0.83 HK$0.83
Exercise price &8 HK$0.75 HK$0.75 HK$0.75 HK$0.75
Expected volatility TR 35.11% 33.93% 39.32% 44.63%
Expected life of the options Bt RRER NS 1.2 years 2.2 years 3.2 years 4.2 years
Risk-free rate EEBET® 4.03% 4.07% 4.09% 4.10%
The expected volatilities were based on the historical volatilities TAFHR IR TR B AN AR E R B A (BRkE
of the share prices of the Company over the periods that are B B AT EREN AR A BER 2 B M2 K
equal to the expected lives before the grant date. TBEEE °
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35. Reserves 35. f#iE
Group £8
Capital Investment
Exchange Share redemption General revaluation Capital  Retained
reserve  premium reserve reserve reserve reserve profits Total
&% 4
ERRE RHEE BEGE EERE Eftit EXfiE REER a5
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BETT BETT BB BETT BETT BB BETT BETT
(Note i) (Note if) (Note iv) (Note v) (Note vi)
(Hi) (Hfadii) (Kfsiv) i) (Fsati)
At 31 March 2005 RZEZRE=A=1—H 309 148,314 4,354 121,110 = - 126,655 400,742
Premium arising from issue of shares  BfTFRAEL ZEE - 116 - - - - - 116
Profit retained for the year REERBEF - - - - - - 120,296 120,296
Exchange differences ERER (815) - - - - - - (815)
Shares repurchased EERA - - 66 - - - (334) (268)
Fair value gain on available-forsale  W{EHE  HEAE
financial assets AHERR = = - - 169 - - 169
Dividends ks - - - - - - (31978)  (31,978)
At 31 March 2006 RZEE E=A=1—H (506) 148,430 4,420 121,110 169 - 214,639 488,262
Representing: fx:
Reserves B (506) 148430 4,420 121,110 169 - 157,126 430,749
2006 final dividend proposed “EENERRRERS - - - - - - 19171 19171
Special dividend proposed HRRRIRE - - - - - - 38342 38,342
At 31 March 2006 RZEE E=A=1—H (506) 148,430 4,420 121,110 169 - 214,639 488,262
At 31 March 2006 R=Z2AE=A=+-H (506) 148,430 4,420 121,110 169 - 214,639 488,262
Premium arising from issue of shares  BAHRAEE 2 AE - 133 - - - - - 133
Profit retained for the year REEREEH = - - - - - 105,399 105,399
Exchange differences ERER 10,312 - - - - - - 10,312
Equity settled share-based ARIA BT 2 T
transactions #ER5 - - - - - 1,730 - 1,730
Disposal of available-for-sale HEMRLE 2 BKEE
financial assets - - - - (169) - - (169)
Dividends RE - - = = = = (83,074)  (83,074)
At 31 March 2007 R-BBtE=A=1-A 9,806 148,563 4,420 121,110 - 1,730 236964 522,593
Representing: f&:
Reserves Ffl 9,806 148,563 4,420 121,10 - 1,730 172,845 458,474
2007 final dividend proposed ZESHERERARE - - - - - - 25,648 25,648
Special dividend proposed HRRRIRE - - - - - - 38,471 38,471
At 31 March 2007 R-BBtE=A=1-A 9,806 148,563 4,420 121,110 - 1,730 236964 522,593
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35. Reserves (continued)

116

35. f#&fE @

Company A2
Capital
Share redemption Contributed General Capital  Retained
premium reserve surplus reserve reserve profits Total
RAEE BAEEHE BARR ERRE BAGRME REEH aE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BBTT BETT BETT BBTT
(Note i) (Note i) (Note iv) (Note vi)
(Hzii) (Fittiii) (Hiztiv) (Hiztvi)
At 31 March 2005 RZZZRF=A=+-H 146,253 4,354 66,718 111,110 - 90,639 419,074
Premium arising from BITRAMEL 2 6(E
issue of shares 116 - - - - - 116

Profit retained for the year ~ AEEREEF - - - - - 69,652 69,652

Shares repurchased [0l BB AR {2 - 66 - - - (334) (268)

Dividends %) - - - - - (31,978) (31,978)

At 31 March 2006 RZZEE F=A=1-H 146,369 4,420 66,718 111,110 - 127,979 456,596

At 31 March 2006 R=BEXF=A=t-H 146,369 4,420 66,718 111,110 - 127,979 456,596

Premium arising from BITRAMEL 2 6(E

issue of shares 133 - - - - - 133
Profit retained for the year ~ AFERZEA - - - - - 116,577 116,577
Equity settled share-based  SAR (D AEHE 2 kg

transactions HERS - - - - 1,730 - 1,730

Dividends &) - - = = = (83,074) (83,074)

At 31 March 2007 R-BS+tE=A=t+-H 146,502 4,420 66,718 111,110 1,730 161,482 491,962

Notes: Hiat:

(i)  See note 2(c) to the financial statements. ()  REBmERME2)

(i)  Reserve created during the repurchase of shares. (i) LR MEL Z Fff-

(iii)  The contributed surplus of the Company arose as a result of the Group (i) ARBAZHBABBRTIN - NN —F#ETEEEAME
reorganisation in 1991 and represents the excess of the then consolidated F RUERBARZGAEEFEBREARA RLLE
net asset value of the subsidiaries acquired over the nominal value of TRERBZ RARE 2 ZF- REARE-NN\—F
the share capital of the Company issued in exchange thereof. Under RENE ANARIA] B A REBRPRRRIEL DIk
the Companies Act 1981 of Bermuda, the Company may make
distributions to its members out of the contributed surplus.

(iv)  The Company balance represents reserve created on exercise of scrip (iv) ARARZEBEEEHDARAFRREZURRSME
option by members of the Company in lieu of cash dividends while the A mAKEZ ERFESEEER10,000,0007T (ZF
Group balance also includes HK$10,000,000 (2006: HK$10,000,000) TNFAE10,000,0007T) # B R 5= F AE— AR
which was transferred from retained profits for general purpose. ik

(v)  Unrealised gains and losses arising from changes in the fair value of (v) AHEEMBEEZATEREMEEZ RER RN R
available-for-sale financial assets are recognised in the investment BIEEERT ARG M FE-
revaluation reserve.

(vi) Capital reserve comprises the fair value of the number of unexercised (vi) BAREBBERBEI IR L2 BIAR A HERE
share options granted to employees of the Group recognised in ZEMRANE ST BRERE A TAREREERK
accordance with the accounting policy adopted for share based T2 RBAEH B 2 A FE
compensation in note 2(s)(iii) to the financial statements.

(vii) Distributable reserves of the Company at 31 March 2007 amounted to (i) RIEZHE=A=1+—HBARRAIEDIRZHELESE

HK$339,310,000 (2006: HK$305,807,000).
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36.

37.

38.

Financial guarantees

36. BIEER

Group £H Company &R T
2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$’000
BT T BT BT BT T
Guarantees given to banks for A TH R EERIRTITIEERE
facilities granted to #s TER1T72 AR
— associated companies — 55 - 14,670 - 14,670
— subsidiaries —KB AR - - 762,318 922,283
- 14,670 762,318 936,953
Contingent liabilities 37. AREE

In the normal course of its business, the Group is subject to various
claims under its construction contracts. At 31 March 2007, the Group
had various liquidated damages claims on certain contracts for which
the Group has filed extension of time claims with the customers. The
amount of the ultimate liquidated damages, if any, cannot be
ascertained but the Directors are of the opinion that any resulting
liability would not materially affect the financial position of the Group.

Related party transactions

38.

The following transactions were carried out with related parties:

(a) In addition to the related party information disclosed elsewhere
in the consolidated financial statements, the following is a
summary of significant related party transactions entered in the
ordinary course of business between the Group and its related

parties during the year.

FEHEEBBET NMEEARHMZESOMIEHS
BERRE-NR_ZZBLF=A=+—H AKEZHHE
DFIRLERERERE MAKECDHILRZTFELIES
HiE R ER RESE (E) REEEE EES
RREAREMEEZ 8BTS EAKRE 2 BHRNE
BERIEARFT &

BHREQNTRIRS
BRE MR ST
(3) BEANBRENREEWEATERN REN

AEBREEREARERBRBERPEETLZ
ERBHERRRZHENT -

2007 2006
HK$’000 HK$'000
BT T BT
Transactions with related companies HEREARRS
Revenues Iz
Billing on contracts (note i) FEA T2 (M) 89,741 71,904
Rental income (note ii) HBWA (K 5Eii) 2,004 2,079
Service centre charges received (note iii) R OBER (F i) 824 1,261
Insurance premiums refund (note iv) R ERE (MFiv) 18 16,702
Expenses Fx
Billing on contracts (note v) FAEAXHTIERIE (Fatv) (2,954) (1,537)
Insurance premiums and agency fee paid REEERRIEE - (2,676)
Transactions with associated companies  REERS
Revenue Wzs
Secretarial and accountancy fee received MERETER - 493
Expenses i<
Billing on contracts FESHTIRRE - (78,605)
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38. Related party transactions (continued)
Notes:

118

(b)

@)

(ii)

(iii)

(iv)

A subsidiary provided building construction services to a related
company as the main contractor on terms and prices which were
no less favourable than those offered to third parties employers
or main contractors and concluded on arm’s length basis.

Rental income represents income on Hsin Chong Center rented
by the Group to related companies as headquarters. The tenancy
agreements were concluded at prevailing market rates.

Service centre charges received from related companies represents
administrative services provided by the Group and were reimbursed
at cost based on time and expenses allocated to the related
companies.

Insurance premiums were refunded on normal commercial terms
from a related insurance company to certain subsidiaries due to
termination of the insurance policies.

Billing represents estate agency, estate management and other
services rendered to several subsidiaries for investment properties
and other properties. The terms and prices concluded were no
less favourable than those obtainable from third parties.

Items (i) to (v) are connected transactions as defined under
Chapter 14A of the Listing Rules of The Stock Exchange of Hong
Kong Limited.

Key management compensation

38. EEAENRIR S @)

HsE:

@)

(ii)

(iii)

(iv)

—MBRARERBEEBUTERGTE=TE
THMAERAZERRERRERBTRERE T
—BRERR ABER S RATRAIMAIZ

HEWATIREABER B MAEEBMHE T
DREBE WA -BERAEDIZERHERSE
o

WEEMERRZRBTLEARAKERZE
ERERARRRITREERS -BRRBEIZZESR
BERRIMRD 2 HRRMA S 2 BERK A&

& TH B A R — R ERTRE — B ERR
AREKILRBREMREZRRE-

FMERBDRETHERRZREMEREMY
EREMERE MEXEEREMRYE FERS
BURERE =TT 2 AFR KB TERK

FOEVEHR/EEBHERSMERRRZ EHH
AETTAZRE ZBER He

(b) FEEBAESZHE

2007 2006

HK$'000 HK$ 000

BT BT T

Salaries and other benefits M K H A AR A 25,137 25,042
Bonuses TEAT 3,133 6,018
Contributions to retirement scheme RIRRERET B TR 1,128 941
Termination benefits LIERRF B B 1,468 1,092
Share-based compensation LARR D R Bt 2 %18 1,569 -
32,435 33,093
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39. Commitments under operating leases

At 31 March, the Group had future aggregate minimum lease
payments payable under non-cancellable operating leases as follows:

9. EEM LKL

R=A=+—8 RNEERBETAIHEE 2 ERNTFRA

RN 2 SARTRE FIAAEFRLA T -

2007 2006
HK$'000 HK$’000
BT BT
Company and subsidiaries AR RIMEAF
Land and buildings T R AEF
— not later than one year —%¥—FR 5,930 1,992
— later than one year but not —FE_FEZFAFNH
later than five years 2,852 1,591
8,782 3,583

At 31 March, the Group had future aggregate minimum lease

R=ZA=+—H AEERET A2 €880 (—K

payments receivable under non-cancellable operating leases, which HERA—Z2=F) NARREYR 2 HEHERIELFEN
typically run for a period of one to three years, as follows: T:
2007 2006
HK$'000 HK$'000
BT T BT T
Company and subsidiaries AR RMEAF
Land and buildings T R AEF
— not later than one year —%¥—FR 14,288 11,192
— later than one year but not —FE_FEFAFNH
later than five years 5,273 8,551
19,561 19,743
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40. Notes to the consolidated cash flow statement
(a) Reconciliation of profit before income tax to net cash

120

40. HEHESRERM
(a) FIBBASNECEEL YRS RATE

inflow generated from operations 2l
2007 2006
HK$’000 HK$'000
BETT AT
Profit before income tax FIKCT Iy 122,599 156,837
Share of net profits of jointly controlled entities FEAG HER R I F 8 e ko
and associated companies i b (10,088) (15,723)
Net interest income RSN FEE (14,368) (6,675)
Depreciation charges i 7,352 9,111
Net fair value (gain)/loss on investment properties BREME 2 NTHE CRF) /BEFE (4,251) 2,349
Amortisation on prepaid premium for land lease AR A E R 936 941
Goodwill written off B 1,828 -
Net (gain)/loss on disposal of property, HEME KRR
plant and equipment C&F) /EiaEE (1,126) 29
(Gain)/loss on disposal of subsidiaries HEMBARZ CiFl) /B (4,776) 995
(Gain)/loss on liquidation of a subsidiary BR—IMNBARZ CEF) /EiE (6) 153
Loss on liquidation of an associated company AR B 2 R 123 -
Net fair value loss/(gain) on financial assets BRATEF NaMsEE 2
at fair value through profit or loss B EE NFERE/ C&F) 58 277 (6,282)
Dividend income from financial assets at BRATHEF NaMSEER 2
fair value through profit or loss MBEERERA (184) (191)
Net gain on disposal and redemption of financial HE BERE B Z A ER AR RIS B2
assets at fair value through profit or loss B EERTFE (6,356) (112)
Impairment loss on available-for-sale financial assets At EZ B EERERE 2,000 812
Gain on disposal of available-for-sale financial assets ~ H &R HE 7 B 5 EEH A (756) -
Impairment loss reversal AL (L &5 18 [l (38,403) (87,780)
Impairment loss credited to cost of sales Bt AEHER AN 2 BIEEE (32,840) =
Net provision for impairment of receivables FEW AR R IR R 2,785 1,050
Provision for unutilised annual leave KEAFRERE 2,875 1,495
Amortisation of intangible assets B EESE 2,012 2,778
Share-based compensation VARR (D R 2 Fi1E 1,730 -
Operating profit before working capital changes BEEGZHR L ERT 31,363 59,787
Increase in stocks and contracting work-in-progress FEREREHR TREN (45,033) (58,966)
Decrease in financial assets at fair value through BRFEFARFISEEZ
profit or loss BB EERD 50,526 1,151
(Increase)/decrease in receivables and prepayments JEMER SR R T & () /R (21,226) 20,835
Increase in payables and accruals AR S AT B A 68,529 283,068
Decrease/(increase) in property under HHERERYERD (LN)
development for sale 197,398 (58,693)
Exchange translation ER RS 7,252 1,869
Net cash inflow generated from operations REEEZRERANFE 288,809 249,051
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40. Notes to the consolidated cash flow statement contruesy  40. ZRESIREREBRMEE @)

(b) Disposal of subsidiaries (b) HEMBAR
2007
HK$'000
BT T
Net liabilities disposed of & B EFE
Property under development BRAYE -
Receivables and prepayments EBEER KRB E 210
Cash and bank balances R e RIRITHETF 408
Payables and accruals FERTER T K e B (416)
Exchange reserves E R R (28)
Minority interests DB R (1,331)
(1,157)
Gain on disposal HE& 2w 4,776
Total consideration BRE 3,619
Satisfied by: B TMER:
Cash Re 3,619
Net cash inflow arising on disposal: HEZREMAFE
Cash consideration ReRE 3,619
Cash and bank balances disposed of HEZRERIBITET (408)
Net cash inflow in respect of the A ENBARS B
disposal of subsidiaries RERMAFHE 3,211
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40. Notes to the consolidated cash flow statement (continued)

122

(c) Analysis of changes in financing during the year

?‘EAiﬁlﬁ/)ILE%BﬁEI ()
() AEERMESB 2D

Minority
interests
(including
Share amount due
capital from/(to) Restricted
(including Retained minority Bank bank
premium) profits  shareholders) loans deposits Total
HHRR
i (B
A& FEl/ (Bf) ZRH
(BERE) REER  SEBEFE) RITER RITER aE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT AR AR BT AR
At 1 April 2005 RZZZRFENA—A 212,254 126,655 12,542 243,629 (13,803) 581,277
Cash (outflow)/inflow e RS
from financing (i) /A (189) - (831) 34,130 (158,147) (125,037)
Shares repurchased B O
- paid out of retained profits ~ R EA T 334 (334) = = = =
- on cancellation —H (66) = = = - (66)
Profit retained for the year REERBRA - 120,296 30,053 - = 150,349
Dividends paid RS - (31,978) = = = (31,978)
Dividends to a minority BRT—28RE
shareholder BRE - - (1,320) - - (1,320)
Acquisition of a subsidiary WEE-HEAR - - - - (676) (676)
Disposal of a subsidiary HE-HEBAR - - (853) - - (853)
Liquidation of a subsidiary —-HERRAES - - 51 - 51
Exchange translation ERBE - - - 2,589 (300) 2,289
At 31 March 2006 R-8BXE=A=1-AH 212,333 214,639 39,642 280,348 (172,926) 574,036
Cash inflow/(outflow) e RS
from financing FA/ (Fid) 152 - (4,553) (255,348) 99,999 (159,750)
Profit retained for the year RERRBER - 105,399 8,632 - - 114,031
Dividends paid BRRE - (83,074) - - - (83,074)
Disposal of subsidiaries HEHBLR - - (1,331) - - (1,331)
Exchange translation ERBE - - - - (2,973) (2,973)
At 31 March 2007 R=BE+E=A=t-H 212,485 236,964 42,390 25,000 (75,900) 440,939
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41. Principal subsidiaries and associated companies

Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

4. TEME QB RESR

Country of
incorporation/
registration/

The Group’s effective
percentage of
interest held by

Issued and

Company operation Company Subsidiaries paid up capital  Principal activities
AEBE TR
M & EREZEASL ERTR
AT R i B )N BERE FEXEK
Subsidiaries:
MEAR:
+ All Achieve Limited British Virgin Islands 100% US$1  Investment holding
+ 2EFRAA EEBELHS EeI1T REER
Ample Honour Hong Kong 100% HK$1 Investment holding
International Limited BA BT REER
FERERER QA
+~ Anber Limited Hong Kong 62.5% HK$200 Investment holding
BB BiHs200t  REER
+@ Beijing Hsin Chong PRC 100% US$600,000  Construction project
Project Management H 2% £ 600,0007T management and
Consultant Ltd. consultancy
+@ LR ERREEEM services
AR A A EEIEE B AR RS
+ Bioneering Limited British Virgin Islands 100% US$1 Investment holding
+ EFRERAA EERLHS Exeiw REER
Cogent Spring Limited Hong Kong 100% HK$2  Property investment
BB BT MEKRE
+ Complete Limited British Virgin Islands 100% US$1 Investment holding
+ SEMBRADA] EERLHS EXeiw REER
Concrete Repairs Hong Kong 100% HK$1,000,000  Concrete repairs
(H.K.) Limited BB 75 # 1,000,000 R T #EE
RE T #IETIR
(F#)BRAA
Deventer Limited Hong Kong 100% HK$10  Property holding
BB BT MEREA

Hsin Chong Construction Group Ltd. $IE & E£EAR AT
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Notes to the Consolidated Financial Statements 4345 B 7§ % % i st

41. Principal subsidiaries and associated companies 41. TEMEB A B RS

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and

Company operation Company Subsidiaries paid up capital  Principal activities

AEBE TR

B, &l EREZEASL EBITR

YA R AR Fs 8 2 A BRBA ZEEK

Subsidiaries: (continued)
MEAR: (8)

v Easeway Engineering Hong Kong - 62.5% HK$10,000  Investment holding
Limited BB B#10,000  HREER

VIRETRERARAR

Vv Easeway Thaison Socialist Republic - 43.75% US$2,000,000  Property development
Co. Limited of Vietnam F 2,000,000 WEEE
i
Ever Apex Construction Macau - 100% MOP25,000 Registered contractor
(Macau) Company BT SE P9 ¥ 25,0007 services
Limited RS
KL CRM) AR A A
Ever Gain Limited Macau - 100% MOP25,000  Provision of labour
KEBERAF] R P SE P9 ¥ 25,0007 agency services
R AR IS IR AR 7
Everich Construction Macau - 100% MOP25,000 Registered contractor
(Macau) Limited SELFY SB P95 25,0007 services
ERESE CRM) BRAF EEE R
Glenwell Orient Limited Hong Kong - 70% HK$100  Investment holding
SERAERAA BE w100 REER
+# Guangzhou Fengyu Real PRC - 42% HK$80,000,000  Real estate development
Estate Co. Ltd. H 78 #80,000,0000t FihEERE

+# BMEREERR QA

124 Annual Report 2006/2007 F



41. Principal subsidiaries and associated companies

Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

41, TEME A B KB o)

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and
Company operation Company Subsidiaries paid up capital  Principal activities
AEBE TR
M & EREZEASL EBRITR

AT R B ARH Fit /R 2 B BERE FEEK

Subsidiaries: (continued)

MEAR: (&)

Guangzhou Free PRC - 70% HK$12,290,000 Real estate investment
Trade Zone Dongjing A 75#12,290,000t FHEHRE
Property Co. Ltd.

BMERTRRREZE
AR AT

HCCG Building and Macau - 100% MOP25,000  Building construction
Civil Engineering Pl B P95 25,0007 and civil engineering
(Macau) Limited BFEERLTATRE

NERERLEATRE
CRPF) BRAE

HCCG China British Virgin Islands - 100% US$1  Investment holding
Construction Limited KBRAHS EeI1T KREER

MEEETRABRAA

HCCG China Facility British Virgin Islands - 100% US$1 Investment holding
Management Limited KBRAHS EeIT KREER

e & E R R
EEERAA

HCCG China Holdings British Virgin Islands - 100% US$1 Investment holding
Limited EERLHS Exe1w REER

MEEETRERERAA]

HCCG China Investment British Virgin Islands - 100% US$1 Investment holding
Limited EERLHS Exe1w REER

MEEETRREARAF
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41. Principal subsidiaries and associated companies

Notes to the Consolidated Financial Statements 4345 B 7§ % % i st

41, TEMEB QB R

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and
Company operation Company Subsidiaries paid up capital Principal activities
AEBE TR
M & EREZAOL ERITR
AT R B AR Ft /R 2 B BrRE EEK
Subsidiaries: (continued)
MEAR: (&)
Hsin Chong — Hsin Chong Hong Kong - 100% —  Building construction and
Aster Joint Venture BB mechanical, electrical
TE - ERMERE and building services
BFREERKETIER
BEFRE
Hsin Chong Aster Hong Kong - 100%  HK$2,050,000 (A)  Mechanical, electrical
Building Services BB HK$2,050,000 (B) and building services
Limited 75 #52,050,00070(A) HEIRKEFH
HMEGRHEEFRE 7% 1 2,050,0007T (B)
AR A A
Hsin Chong Aster Hong Kong - 100% HK$2,000,000  Mechanical, electrical
Building Services BB 7 #2,000,0007T and building services
(Asia) Limited WETREREFZHE
MEDHEREFTRE
(M) BRAR
Hsin Chong Aster China British Virgin Islands - 100% US$1 Investment holding
Limited KBRAHS EeI1T KREER
MEDAEFEBRAF
Hsin Chong Aster Macau - 100% MOP25,000 Electrical and mechanical
Macau Limited s SE P9 5 25,0007T works and
e D ERp maintenance
BRAA CE TR A
Hsin Chong Civil Hong Kong - 100% HK$2  Civil engineering
Engineering Company BB BT EARTE

Limited
B =Pl N
BRAR
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Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

41. Principal subsidiaries and associated companies A1. TEMB AR REESR @

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and

Company operation Company Subsidiaries paid up capital  Principal activities

AEBE TR

M & EREZEASL EBRITR

YA RE R ARH Fit /R 2 B BRBA ZEEK

Subsidiaries: (continued)
MEAR: (8)

Hsin Chong Civil Hong Kong - 100%  HK$7500,000 (A)  Civil engineering
Engineering (Asia) BB HK$7500,000 (B) +ARTIHE
Limited 7 1 7,500,0007T (A)
FELARIR 78 ¥ 7,500,0007T (B)
(M) BRAR
Hsin Chong Construction Hong Kong - 100% HK$20,000,000" Building construction
Company Limited BB HK$2,000 and civil engineering
MELERBRAD A 7 #20,000,000T" BFRERTATIRR
78 #2,0007T
+@ Hsin Chong Construction PRC - 100% US$6,100,000  Building construction and
Company Limited H %% 6,100,0007C civil engineering
+@ EEEREBR AR BFEERTAIRE
Hsin Chong Construction Hong Kong - 100% HK$10,000,000" Building construction
(Asia) Limited BB HK$2,000 and civil engineering
mELEm (M) ARAR 7% 10,000,0007T' #EFEER T ARTRE
75 # 2,000 JT
Hsin Chong Construction British Virgin Islands  100% - HK$150,000  Investment holding
(BVI) Ltd. EERLHS B #150,000t BEER
Hsin Chong Construction Hong Kong - 100% HK$2  Construction
(Macau) Limited B 27T management services
MEEE CRM) BRAA EEEERG
Hsin Chong Construction Hong Kong - 100% HK$1  Construction
Management Limited BA BT management services
FEBEERAERAA EEEERG
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41. Principal subsidiaries and associated companies 41. TENMB A B RESR @

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and

Company operation Company Subsidiaries paid up capital Principal activities

AEBE TR

M & EREZAOL ERITR

A RE R AR Ft /R 2 B BERE ZEXEK

Subsidiaries: (continued)
MEBAR: (B)

Hsin Chong Construction Hong Kong - 100% HK$1,000,000  Construction
Management Services BA 7 #1,000,0007T management services
Limited BETRRG

MELEEERBAERAF

Hsin Chong Construction British Virgin Islands - 100% US$1  Construction
Management Services KBRAHS X217 management services
(China) Limited EEEERG

MELEERRE
(FE)BRAE

Hsin Chong (Corporate Hong Kong - 100% HK$2  Corporate services
Services) Limited B BT RAEIER

e (REIEK) BRAA

Hsin Chong Development Hong Kong - 100% HK$10,000  Investment holding
(China) Limited B B 10,000 WEER

MERRE (PE) BRAA

Hsin Chong Development Hong Kong - 100% HK$2  Investment holding
(Vietnam) Limited BA B2 REER

MEEE (BE) BERAA

Hsin Chong Engineering Macau - 100% MOP25,000 Construction
(Macau) Limited s SE P9 5 25,0007T management services

ME IR CRPI) BRAA EEEERG

Hsin Chong Environmental Hong Kong - 100% HK$5,000,000  Environmental
Engineering Company BA 7 #5,000,0007T engineering
Limited RIHTE
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41. Principal subsidiaries and associated companies

41, TEME A B KB o)

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and
Company operation Company Subsidiaries paid up capital  Principal activities
AEBE TR
M & EREZEASL EBRITR
AT R B ARH Fit /R 2 B BERE FEEK
Subsidiaries: (continued)
MEAR: (&)
+~# Hsin Chong Rocks PRC - 99% US$166,700  Consultancy services
Business Management Gy % 166,7007T in construction
and Consultant (Beijing) business
Limited BEEBHARS
+~# LR E R AT
EREAERRAA
+A Hsin Chong (Singapore) Singapore - 100% S$1  Construction and
Pte. Ltd. ronsg T provision of
construction related
services
BERIRM R SRR
Z IR
Hsin Chong Specialist Hong Kong - 100% HK$1,000,000  Conversion, renovation
Contractors Limited BB 75 11,000,000 and fitting-out
MEEXLERABRAR BEEBEREE
Insight One Investments British Virgin Islands - 100% US$1 Investment holding
Limited KBRAHS EeI1T KREER
HIE—REERRAA
+ IT &T Builders Sdn. Bhd. Malaysia - 55% MR1,000,000  Building construction
BRFAEE MR1,000,000 * #EFE&E
5 #1,000,0007T
5 #1,000,0007T *
+ Jadeport Enterprises British Virgin Islands - 100% US$1 Investment holding
Limited EERLHS Exeiw REER
Key Future Limited British Virgin Islands - 100% US$1  Investment holding
BEEARAA HEBELHS Ee1T KREER
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41. Principal subsidiaries and associated companies 41. TENMB A B RESR @

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and

Company operation Company Subsidiaries paid up capital Principal activities

AEBE TR

M & EREZAOL ERITR

A RE R AR Ft /R 2 B BERE ZEXEK

Subsidiaries: (continued)
MEBAR: (B)

Linders View Limited British Virgin Islands/ = 92.79% US$652  Holding and leasing plant
Hong Kong ZE$6527T and machinery
RERZES /& EREEEEE
+ New Strength Limited British Virgin Islands - 100% US$1 Investment holding
+ FrR AR QA EEBELHS EeI1T REER
Readon View Limited British Virgin Islands/ = 100% US$1  Holding and leasing plant
Hong Kong ESc and machinery
RERZES /B EREEEEE
Rife Yard Limited Hong Kong - 100% HK$1,000 Real estate development
& #1000t FEHEERE
+ Rocheland Company Hong Kong - 100% HK$10,000 Investment holding
Limited BA B 10,000 WEER
+ Taxwood Limited British Virgin Islands - 100% US$1  Investment holding
+ BEERADQA EEBELHS EeI1T  KREER
* Techtrade Limited British Virgin Islands - 100% US$1  Investment holding
EERLHS Exeiw REER
Wellhurst Company Hong Kong - 100% HK$2  Investment holding
Limited BB BT REER
~ Yik Shing Limited Hong Kong - 100% HK$2  Investment holding
~ MHBRAE B B2 REER
Hsin Chong —Taylor Hong Kong - 60% —  Building design and
Woodrow Joint BB construction
Venture No. 1 BFERREE
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41. Principal subsidiaries and associated companies

Notes to the Consolidated Financial Statements 424 Bt # 8 & K5t

41, TEME A B KB o)

(continued)
Country of The Group’s effective
incorporation/ percentage of
registration/ interest held by Issued and
Company operation Company Subsidiaries paid up capital  Principal activities
AEBE TR
M & EREZEASL EBRITR
AT R B ARH Fit /R 2 B BERE FEEK
Associated companies:
B 5%
y+#/ Beijing Hsin Chong PRC - 25% RMB6,000,000  Facility management
Facility Management H AR #6,000,000T  ERHEE IR
Co., Ltd.
VN IE R EREE IR AR A A
+* Budi Ikhtiar Sdn. Bhd. Malaysia - 20% MR18,000,000 Real estate development
PN f5 18,000,000 FibEERE
Cheer Star Development Hong Kong - 22.5% HK$10,000  Hotel operations
Limited B 7S ¥10,000c B EES
BERERAR QA
CS Management Services  Hong Kong - 22.5% HK$2  Hotel management
Limited B B 27T services
HEERRE AR A A B IE & 12 AR 75
+* Globpac Development Hong Kong - 25% HK$10,000 Real estate development
Limited BB #1000 FEHEERE
Goldian Limited Hong Kong - 25% HK$10,000  Investment holding and
B 7 #10,0007T real estate
development
REER R E M E R
Infinity Goal Limited Hong Kong - 30% HK$10,000 Real estate development
BB 7 #10,0007T and leasing of a
building’s roof
EEZERRRAGHEE
Topway Investments British Virgin Islands - 33.33% US$6,000  Investment holding
Limited REBELHS x&6,000t HEER
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41.

132

Principal subsidiaries and associated companies

(continued)

41. T EME R B REESE @

Country of
incorporation/
registration/

The Group's effective
percentage of
interest held by

Issued and

Company operation Company Subsidiaries paid up capital Principal activities
AEBE TR
M & EREZAOL ERITR
AT R B ARH Ft /R 2 B BrRE EEK
Associated companies: (continued)
BEER: (&)
Victory Guide Limited Hong Kong - 30% HK$10  Property investment
BRBERRAA BB BT MERE
1 Non-voting deferred shares 1 BRERRLER
A Preference shares A BER
# Equity joint venture # AEMHE
A Except for the companies incorporated or interest reduced during the A BRI AN R SOR R 2 A Bl s (IRIZRSFFSRA) S 48
year which are marked with “ A “, percentage of equity interest are BRANDEH-_TERNF=ZA=+—HRIAXE
unchanged from 31 March 2006
Vv  Disposed of during the year ended 31 March 2007 V #HE-TTHF-A=t+—HILFELE
S Dissolved during the year ended 31 March 2007 @ BHE-_ZZHF=A=+—HILFEEH
@  Wholly foreign owned enterprise @ SIEBEMCE
~ In liquidation ~  BEH
+  Companies not audited by PricewaterhouseCoopers + FEHEERIKE TR ERAEX
Y Upon the reduction of the effective interest in the company from 50% Y MR AEERFA A EREER50%ME25% @ thRRIR

to 25%, the company was regarded as an associated company in the
year
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Five Year Financial Summary
hFITH 2

In HK$ thousand except otherwise indicated &M T T 55z BAES)

Year ended 31 March

BE-A=1T—HIWBFE

2007 2006 2005 2004 2003
OPERATING RESULTS mExE
Revenue e 3,007,166 2,275,911 1,153,656 1,502,816 1,846,717
Operating profit/(loss) after HBREK AR Z
finance costs LERT (FE) 112,511 141,1140 45,9830 (40,289)" (179,659)®
Share of profits less losses/ FE 1 LR 422 ) 72 58
(losses less profits) of KBS 2
jointly controlled entities and Sw AR E R,
associated companies (BEREH) 10,0882 15,723@ (8,154)@ 2,665 (26,860)9
Profit/(loss) before income tax FrisRaraEs,/ (&i8) 122,599 156,837 37,829 (37,624) (206,519)
Income tax (expense)/credit Fisf (AX) /& (8,568) (6,488) (4,510) 691 5,416
Profit/(loss) after income tax FisRi%EH,/ (58) 114,031 150,349 33,319 (36,933) (201,103)
Minority interests DHRFEER (8,632) (30,053) (10,329) 38,019 (45,791)
Profit/(loss) attributable to equity RARERFEA
holders of the Company EMRF, (EE) 105,399 120,296 22,990 1,086 (246,894)
ASSETS AND LIABILITIES EERER
Total assets BEE 1,623,696 1,780,450 1,277,559 1,351,451 1,502,799
Total liabilities BEE (1,028,347) (1,218,939) (803,183) (904,572) (997,922)
595,349 561,511 474,376 446,879 504,877
PER SHARE FIGURES (Cents) sSREYF (W)
Earnings/(loss) per share FRER, (EBE) 16.5 18.8 3.6 0.2 (38.6)
Dividend per share BRRERES 14.000 12.000 2.0 0.0 0.0
Cash flow from operation BREBHRERE
per share 27.3 232 (8.5) 6.0 (2.6)
Net assets value per share BREEFE 91.8 86.4 727 69.1 68.9
FINANCIAL RATIOS B bE R
Pretax margin B 25t A1 32 BR R R 3.7% 6.2% 4.0% 2.7% 9.7%
Dividend payout ratio RS E 84.8% 63.8% 55.6% 0.0% 0.0%
Debt to capitalisation ratio BREHERL R 4.0% 333% 33.8% 34.8% 28.5%
Return on average equity FHRERERERE 18.5% 23.7% 5.1% 03% -43.8%
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Five Year Financial Summary T EMEHE

Notes:

m

(2)

8)

(10)

134

Included HK$38 million write back of impairment loss on a property in Guangzhou,
PRC.

Included HK$11 million profit on disposal of a hotel property in Sai Wan, Hong
Kong.

Included HK$88 million write back of impairment loss on a property under
development for sale in Guangzhou, PRC.

Included HK$39 million for equity share of write back of impairment loss on a
hotel property in Sai\Wan, Hong Kong.

Included a write back of impairment loss of HK$25 million for a leasehold land
and building in Hong Kong.

Included HK$30 million for equity share of write back of impairment loss on a
hotel property in Sai\Wan, Hong Kong.

Included a provision of HK$109 million for impairment in value of a property
under development in Guangzhou, as offset by the write back of provision of
HK$60 million for a leasehold land and building in Hong Kong, HK$32 million
for gain on deconsolidation of liquidated subsidiaries and HK$18 million for
write back of special retirement benefit costs.

Included a provision of HK$26 million for accrued staff leave and retirement
benefits and total provisions of HK$155 million for impairment in value of a

leasehold land and building, an investment property and stock of car park
property.

Included a provision of HK$15 million for impairment in value of attributable
interest in a hotel property in Sai Wan, Hong Kong.

Included proposed special dividend of HK6.0 cents per ordinary share.
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Proforma Combined Balance Sheet of Affiliated Companies

KB ARZBEAHEERE

The Group had amounts due from and loan to certain affiliated companies in
a total sum of HK$95.2 million and guarantee given to joint venture partners
for banking facility granted of HK$55.2 million totalling HK$150.4 million as
at 31 March 2007 which exceeds 8% of the Group’s total assets. A proforma
combined balance sheet of certain affiliated companies to which the Group
provides major financial assistance and the Group’s attributable interest in
these affiliated companies are presented below:

RZZEELF=ZA=+AFRKEETHERARARARER
2855 1595,200,0007T B TAECEBHEERRER
755,200,000t * & £ A&7 150,400,0007T B B FE R A
REEBREEASZ-ETEXEUHEH BB AR Z
BEAHEERBRREASEEMMZSHBE AR ERIE2®R
m:

Proforma Group's

combined attributable

balance sheet interest

BEESH 55

EESEX FribREzE

HK$'000 HK$'000

BT T BT T

Current assets mENE E 179,719 35,943
Current liabilities REBEE (169,719) (33,943)
Joint venture partners’ advances EELEBHER (435,000) (87,000)
Net liabilities BEFE (425,000) (85,000)
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Major Projects
TETIEIEH

Major Projects In-Progress

REETH2ETEIR
Group's Contract Value Commencement Anticipated Client/Ultimate
Description Interest (HKS) Date Completion Date Employer
FEE BHEE BE/
IE FribEs (B%) WIRK BHRIRS BAREE
CONSTRUCTION WORKS
BEIR
Design and Construction of Prince of 50% 1,654,258,000 * April 2007 October 2009 Architectural Services
Wales Hospital — Extension Block —ZTLFMA —ZETNETA Department
HRIRTRE — BRAE REF
BRREETE
Venetian Cotai Parcels 5/6 100% 1,268,118,000 October 2005 November 2008 Venetian Orient Limited
e HT A& 2k Parcels 5/6 ZZZRETA “ZZN\F+-A RARREHABRAR
Pok Qi Hospital Redevelopment and 100% 1,029,963,000 * September 2003 August 2007 Hospital Authority
Expansion at Yuen Long, N.T. “ET=FNA —EZLENA BRERR
FATHEERRER RERTR
Venetian Cotai Parcel 1 100% 1,001,441,000 October 2004 December 2007 Venetian Cotai Limited
e H A B& #Parcel 1 —ZZMETA “ZRRAETCRA RERABBBRHBERD A
Substructure & Superstructure Works 100% 908,338,000 July 2006 January 2008 The Hongkong and
for HSBC Data Centre ZETRELA —EEN\F-A Shanghai Banking
at Tseung Kwan O Industrial Estate Corporation Limited
Lot No. 39 BB LEEERTARAR
BERT X3 ELRITEEFL
Main Contract for Atrium Hotel 100% 577,021,000 June 2007 April 2009 Pacific Place Holdings
at Pacific Place, 88 Queensway, —TE+EFRA “EENEFMA Limited
Hong Kong ALESREBRAR
BEE S BESSTALES
Atrium)BJETE B
Beijing Central Park Phase 3 100% 494,093,000 September 2005 December 2007 Beijing Premium Real
ERFBERABE=H —ZERFNA ZRRHETA Estate Limited
TREERMEREERAA
Venetian Cotai Parcel 2 100% 489,234,000 October 2005 August 2008 Venetian Cotai Limited
BT AR 2k Parcel 2 ZETRETA —ZENFENA BRI AR KBRHERAR
Hong Kong Science Park Phase 2 55% 470,000,000 * April 2005 July 2007 Hong Kong Science &
Main Works (Area A) —ZTHFMA S Technology Parks
EERREF _HIRAR Corporation
BEMBEERF
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Major Projects T ETRRIER

Major Projects In-Progress (continued)

BEEETHZ2FEIR @

Group's Contract Value Commencement Anticipated Client/Ultimate
Description Interest (HKS) Date Completion Date Employer
X5E E kA EF/
IE FribEs (B%) HIBH BHRIRE BAREE
CONSTRUCTION WORKS (continued)
BEIR (£)
Beijing Central Park Phase 2 Group Il 100% 427,193,000 March 2005 May 2007 ~ Beijing Premium Real
ERFHERABE _HE _HE —ZZREZA “ERTAERA - Estate Limited
TREBERMEREER A
Sand’s Podium & Tower 100% 125,299,000 March 2005 September 2007 Venetian Macau Limited
—ZTHFZA —ZTLFENA RERARFRGERD A
CIVIL ENGINEERING WORKS
TtRIE
Stonecutters Bridge 20% 2,760,000,000 April 2004 March 2009 Highways Department
SHMALE —ZZEEMA —ZEZNEZA BWE
Sha Tin New Town, Stage Il, Road T3 20% 1,483,400,000 March 2003 February 2008 Civil Engineering and
and Associated Roadworks ZTE=E=R —TEN\F_A Development
DEFMEE2RERTIN EHiER Department
RiEETIRE TATRERE
Sha Tin Racecourse — Extension of 100% 30,489,000 June 2006 February 2007 ~ The Hong Kong Jockey Club
Existing Underpass Contract N ZZTHFCR - ERESE
DEEGRERRTR
BUILDING SERVICES WORKS
BFREIE
Prince of Wales Hospital - Extension Block 100% 548,000,000 * April 2007 October 2009 Architectural Services
— Package Electrical and Mechanical —EZLFENA —ERNETA Department
Installation REF
HRMRT R — BRAE
BARELE
Hong Kong Science Park Phase 2 45% 470,000,000 * April 2005 July 2007 Hong Kong Science and
Main Works (Area A) —ZTHFNMA —TE+F+A Technology Parks
BENMBEREE_BIRAR Corporation
e EN
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Major Projects T ETRRIER

Major Projects In-Progress (continued)
REETHPZEETIR @

Group's Contract Value Commencement Anticipated Client/Ultimate
Description Interest (HKS) Date Completion Date Employer
X5E E kA EF/
IE FribEs (B%) WIRK BHRIRS BAREE
BUILDING SERVICES WORKS (continued)
BEFREIR (8
Pok Oi Hospital Redevelopment and 100% 354,707,000 # September 2003 August 2007 Hospital Authority
Expansion at Yuen Long, N.T. ZZEZ=ENA ZZEZHENA BRERR
—ACMV, Electrical, Fire Services,
Pneumatic Tube Transportation
System and Steam Services
Installation
NATHEERRERRERIR
=R BE R E REERE R
ARERRE
Hong Kong Science Park Phase 2 100% 257,147,000 June 2005 August 2007 Hong Kong Science and
Main Works (Area B) —ZETRFERA —ZTLFENA Technology Parks
— HVAC, Electrical and Fire Services Corporation

Installation NN
EANBES _HI1EBE
THRR SRIE ARG LR

Proposed Office Development on KTIL 242 100% 204,500,000 March 2007 July 2008 Begin Land Limited
at 102 How Ming Street, Kwun Tong ZZTLF=A ZZT\FLA IREER A
— MVAC Installation

FRETHAE1025RBENR2425%

RERTREREABAZHERTER

Hong Kong Science Park Phase 2 100% 188,000,000 December 2006 April 2008 Hong Kong Science and
Area A2 at TPTL No. 182 “ERRETA —ZZN\EMA Technology Parks
(Laboratory Buildings) Corporation
— HVAC and Electrical Installation e EN

REMHRIBBREAMREE B2 A2
(EREAR)
EHRENERLTE
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Major Projects In-Progress (continued)

BRETHZFEIR @

Group's Contract Value Commencement Anticipated Client/Ultimate

Description Interest (HKS) Date Completion Date Employer

X5E E kA EF/

IE FribEs (B%) WIRK EHRTAS BAREE

BUILDING SERVICES WORKS (continued)

BEFRBEIR (&)

The Hong Kong side of Passenger 100% 113,931,000 February 2006 December 2006 ~ Shenzhen-Hong Kong
Terminal Building at “ETREZA ZEERETZA Western Corridor
Shenzhen-Hong Kong Western Corridor Project Office
— HVAC, Electrical and Plumbing & A TRBRDREE
Drainage Installation TRERBAE

RERBRENRRIRAE (BEEH)

ERAE BRRGIKERLE

Hong Kong Science Park Phase 2 100% 86,500,000 October 2005 August 2007 Hong Kong Science and
Main Works (Area C) “TERFTA —TE+EN\A Technology Parks
— HVAC and Electrical Installation Corporation

EENERE_HIRCE BEMBEERA
FRARRERLE

Redevelopment of Lido Complex 100% 59,000,000 March 2007 January 2008 Gold Shine Investment
at 26-30 Beach Road, Repulse Bay “ETLE=f —TE\5—A Limited
— MVAC, Electrical, Fire Services and BREEBR AT
Plumbing & Drainage Installation

KB EE26-30 B EREE
BE R EREN RAHKRERRER

Retail Centre at Union Square 100% 33,700,000 August 2005 August 2007 MTR Corporation
— Plumbing and Drainage Installation “ETHRENA —TTLFENA NG

NEUTERS
REKERRE
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Major Projects Completed During the Financial Year and Subsequent to the Year End

FYBFEARFERTHZERTR

Group's Contract Value Commencement Completion Client/Ultimate
Description Interest (HKS$) Date Date Employer
xEE CEokR EF/
I Frib s (B¥%) HIAH RIAH BREE
CONSTRUCTION WORKS
BETR
Residential Redevelopment at 100% 577,487,000 April 2004 May 2006 Landyork Investment
STTL 526, No. 2 Lok Kwai Path, —TENFNA —EERFRA Limited
Area 43, Shatin, N.T. EEWEBRNA
ML AEBREEELRD AR
5265 EEER
Proposed Residential Development 100% 160,769,000 May 2005 September 2006 Firmwin Peak Limited
at Lot No. 4784 in D.D. 104, “ZTHEAA “EE ENA
Ngau Tam Mei, Yuen Long
TR BR 1044784 R ET TR
Tong Ren Tang Chinese Medicine 100% 97,021,000 * January 2005 July 2006 Beijing Tong Ren Tang
Manufacturing Factory at “ZETHE-A “EER5tR Chinese Medicine
Tai Po Industrial Estate Company Limited
ABIEPRCERERTR ERRACEREERAA
CIVIL ENGINEERING WORKS
TAIR
Construction of San Tin Eastern 100% 342,613,000 October 2002 September 2006 Drainage Services
Main Drainage Channel S S —ETRFNA Department
FRRFEHKETR Ri5E
BUILDING SERVICES WORKS
EFRHEIR
A Purpose-Designed Building for 100% 19,834,000 November 2004 December 2006 The Chinese University of
Centralized Science Laboratories of “ETNEFT—A “ETRFTZR Hong Kong
The Chinese University of Hong Kong BEERNKRE

— Electrical Installation
AERNAZEREEFNE
ERLE
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Major Projects Completed During the Financial Year and Subsequent to the Year End (continued)
THBFERARFEETHRZEEIR @)

Group's Contract Value Commencement Completion Client/Ultimate

Description Interest (HKS$) Date Date Employer

X&H Lok 'F/

IR Pt (B%) WIBRH BRIAH BREE

BUILDING SERVICES WORKS (continued)

BEFRBEIR (B)

Tong Ren Tang Chinese Medicine 100% 10,921,000 # October 2005 July 2006 Beijing Tong Ren Tang
Manufacturing Factory at “ZETRETA “EE5tR Chinese Medicine
Tai Po Industrial Estate Company Limited
— MVAC and Fire Services Installation ERRACEREERAA

AETEBRCEREF TR
BEEHRETE

*  Part of the contract has been sub-contracted to group companies
HHEKEDH TEEANL A
#  Sub-contract value being awarded by group companies or joint venture
EEARFRE ERFRTZAHEHE
+ Undertaken by Hsin Chong — Hsin Chong Aster Joint Vlenture, a collaboration between the Group’s construction arm and the electrical and mechanical installation
division
BB —ETMHESELFFRE ARANEEZEXFARBLRTEFH A ETHE
~  Awaiting PC certificate
TFESTT T
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Major Properties
TEME

Properties Held for Investment/Sale as at 31 March 2007
“EEHF=ZRA=T-HZRE HEME

Approximate Percentage of
Description Use Gross Floor Area Status Lease Term Group's Interest
W R# BREHLHE iR F5 AEE LR
(square feet) BOX
(FAR)
No. 3 Lockhart Road Office 77,000 Rental Short 100%
Wanchai, Hong Kong A HE gkt
BEETR7ENR
Hsin Chong Center Office 107,000 Head Officet Medium 100%
107-109 Wai Yip Street, [l @t ik
Kwun Tong, Kowloon, Hong Kong
EFL
EENEBREREEE10721095%
Carparks in Lung Mun Oasis Carpark 257 carparks For Sale Medium 100%
43 Lung Mun Road, Bfi 257{8= 1 HE i
Tuen Mun, New Territories, Hong Kong
EPE B
BB REITELIRAN
Guangzhou Wen Chang Pavilion Residential 45,000 For Sale Long 42%
No. 235-267 Wen Chang Road North, FE (unsold area) e R
Li Wan District, Guangzhou City, PRC (RHEETRE)
BN ERE Carpark 98 units For Sale/Rental Medium 42%
FEEMNTZER By 98fE & HE/HE hE
X EJL#235—-2675
Note: MEE:

t The Group has leased 25,914 square feet of gross floor area to related companies. + ZA&EEE#25,914F FRIEEEEM T HBEAF-

The Group had disposed of its interest in Novotel Century Harbourview at 506-516 ~ AEBEGEEE/E AEFE506-51655# = FFit 48 5B E 2 B
Queen’s Road West, Hong Kong (held through its associated company) during the year. ~ AFEANEE EHEBS) RBEEER T FNAZT BT
Completion of the sale had been taken place on 29 September 2006. K&

Properties under Development as at 31 March 2007
—ERLF=ZA=T—HZBRPYE

Approximate Estimated Development Percentage of
Description Use Saleable Area Completion Date at 31 March 2007  Group's Interest
EE 3 i} BOUERR A&t R-ZELH rEBAEES
(square feet) TR AH =A=t+-8 ERiES
(FAR) ZBREER
Guangzhou Wen Chang Pavilion Shops 13,000 2nd half of 2007 Construction work 42%
No. 235-267 Wen Chang Road North, (5L 2007 T#F substantially completed
Li Wan District, Guangzhou City, PRC BETRRHTK

BN EHE
B T 7
XEJL# 235- 2675
Note: B 5 :
The Group had disposed of its interest in 179 Nguyen Cu Trinh Street, District 1, Ho Chi  ASEBICHEAEATE —AESH179R 2 RN S FAL
Minh City, Vietnam during the year. Completion of the sale had been taken place on 25 & ZERER_ZTNFAA-THBETKEE.
September 2006.
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Formula of Financial Ratios

B R 2 s B

Operating margin (excluding financial
and securities income)

BEBENR
(TERUBEFFBA)

Pretax margin
R 54 A 32 B N

Net margin (excluding jointly controlled
entities and associated companies)

HEBNE
(T BAEH R 2 6 B B8 R 5%)

Interest coverage ratio
FMEEBEX

Debt to capitalisation ratio
BEHEREE

Net assets value per share
BRAEFE

Capital expenditures
to depreciation ratio

BARXETELE

Capital expenditures coverage ratio
BAMEEBELE

Depreciation to cash flow
MEHRERE

Return on average equity
5 P B A 55 B R R

Return on total capital and borrowings
BARARERGEEEHRE

Total debt to cash flow
REBEHREREER

M Cash flow from operations exclude the movement of financial assets at fair (1)
value through profit or loss and property under development for sale together
with the proceeds received from pre-sale of property under development for

Operating profit — Financial and securities income
KERN - RBBSHFEA

Revenue
W &=

Operating profit after finance costs
HBRBLE K AR 2 8% B A

Revenue
W &=

Profit after income tax — Share of profits less losses of
jointly controlled entities and associated companies
FTS R 1808 F) — FEAL S RE 6 & 28 I 5 2 0% F s 5 18

Revenue
Wz

Profit before income tax + Interest expenses
P15 B B 4 A + 71 8 B X

Interest expenses + Capitalised interest
FMERAZ+EERELZFE

Total debt
FEN=R

Total debt + Deferred income tax + Minority interests
+ Capital and reserves attributable to equity holders of the Company
BEBE+HEEMSER+ BRI ER+ AR ERITBEABEERNRHH

Capital and reserves attributable to equity holders of the Company
RRRERFEEARBLEERRHE

Number of shares in issue at balance sheet date
REEBE BT Z2BRE

Cash flow on capital expenditures for property, plant and equipment
BARAXzWE BERZHBzZRERE

Depreciation
e

Cash flow from operations
KEEBzBREeRED

Cash flow on capital expenditures for property, plant and equipment
BARAST z2WE BBERZREBEZRERE

Depreciation
e

Cash flow from operations
KEXBrRERED

Profit attributable to equity holders of the Company
RRABIERFEE ARMERA

Average capital and reserves attributable to equity holders of the Company

FHRAREGEHAEABREERNRFHE

Profit before income tax + Interest expenses
FrEmanaf + A8 R X

Total debt + Capital and reserves attributable to equity holders of the Company

+ Minority interests
REBE+ARFAIERBEEABRGERRHE + PBBRR#ER

Total debt
wa s

Cash flow from operations
KEEBzBREeRED

sale in order to reflect a more accurate position of cash flow from contracting mEBIR

and rental operations.

Hsin Chong Construction Group Ltd. $IE&EEEARAT

KEXB 2R RETRIBERAFEF NaN Sk EE 2 &
BEERMEERRTYEZEHLOWHBERRTY
ERELET UERAEERNMBEREBEB 2R
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Corporate Information

NCIN-vE)

Directors
E=E

Audit Committee
EREZEE®

Remuneration
Committee

FHWZEES

Qualified
Accountant
SEREE

Company Secretary
DEAWE

Legal Advisors
EEER

Auditors
BB

Principal Banker
FEERET

V-nee YEH (Chairman)

HiEE (TR

Barry John BUTTIFANT
(Alternate Director to V-nee YEH)
(B#pEZERESE)

Ka-kui CHAN (Managing Director)

PR B (2 Fmamz)

Tobias Josef BROWN?

Ho-ming Herbert HUI*

AR

Kin-fung Jeffrey LAM*

N e

Kwok-kuen Peter LAU*

2B

Ki-chi KWONG**

B EL 5

*  Independent Non-Executive Director
t OBUFMTEE

#  Non-Executive Director
EMTTEE

Tobias Josef BROWN
(Chairman &)

Ho-ming Herbert HUI

ERCL!

Kin-fung Jeffrey LAM

Ve

V-nee YEH (Chairman)

BEHER (TR

Tobias Josef BROWN
Ho-ming Herbert HUI
FHEHA

Yuk-fai Charles KAM
HRE

Wai-yee LEUNG

F. Zimmern & Co.
WX RNTT
Herbert Smith
SRR MBS

PricewaterhouseCoopers
BERUE S AN EB T

The Hongkong and Shanghai
Banking Corporation Limited
BELBESRITAERANR
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Reference Banks
and Financial
Institutions

ERBITR AR

Registered Office
BT

Principal Place
of Business

IRNRER

Principal Share
Registrars and
Transfer Office

TEROGBFETE

Hong Kong Branch
Share Registrars
and Transfer Office

EEROBFELIE

Stock Code
R iA

Board Lot
BEEN

Share Price

K&

Website
bl

Investor Relations
REEB%

Bank of China (Hong Kong) Limited
R ERIT () AR AR

Standard Chartered Bank (Hong Kong) Limited
BITIRIT (BE) ARATA

Hang Seng Bank Limited
BAERITAR AR

CITIC Ka Wah Bank Limited
RERERITARAR

Chong Hing Bank Limited
BIERITER AR

China Merchants Bank Co., Ltd.
BEBRITROBRAF

HSBC Private Bank (Suisse) SA
ELRLARIT (nd) BRAA

Clarendon House
2 Church Street

Hamilton, HM11
Bermuda

Hsin Chong Center
107-109 Wai Yip Street
Kwun Tong, Kowloon
Hong Kong

Tel: (852) 2579 8238
ERNEBRE
EE#107-109%%
FEHL

E:5:(852) 2579 8238

Butterfield Fund Services (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke

Bermuda

Computershare Hong Kong
Investor Services Limited

46th Floor, Hopewell Centre

183 Queen’s Road East, Wan Chai

Hong Kong

BEPABLHERERAA

BREFERRERI83R

B L4618

00404

2,000 shares

2,0008%

Year High  HK$1.12
2FHRE BE1I2T
Year Low  HK$0.54
2EHE 75#0.547T

http://www.hsinchong.com

Email:info@hcg.com.hk
E#:info@hcg.com.hk



Hsin Chong Construction Group Ltd.
TESEFEEHFRST
-

Hsin Chong Center ERNEEE

107-109 Wai Yip Street, Kwun Tong BEHT107-1095%
Kowloon, Hong Kong ESTE=LaaliIN

Tel: (852) 2579 8238 E55 - (852) 2579 8238

Website: http://www.hsinchong.com #93E : http://www.hsinchong.com
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