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astructure and alternative energy in Chma and the Region. Ourfar-S|gh
led us to build on the steady and remarkable progress of the past ﬂ
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FINANCIAL HIGHLIGHTS
by S HE S

5 YEAR FINANCIAL SUMMARY

LEMBRE
FOR THE YEARS ENDED 3157 DECEMBER 2003 TO 2007

H-RE=FE-RRLE+A=T-ALEE

PROFIT/(LOSS) ATTRIBUTABLE TO EARNINGS/(LOSS) PER SHARE
EQUITY HOLDERS OF THE COMPANY BREF,(F1R)
ARERRESRFEARGER(BE)
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Chairman - OEl Tjie Goan
IE-EER

CHAIRMAN'S STATEMENT
TEHRES

In recent years HKC (Holdings) Limited (“HKC" or
“the Group”) has been vigorously and successfully
transforming itself from a construction company into
a major property developer and alternative energy
player in mainland China. The year 2007 marked the
twentieth anniversary of the Group's listing on the Stock
Exchange of Hong Kong: in this landmark anniversary
year we made some of the biggest steps forward in
our corporate history. For instance, we made some
important acquisitions of well-placed and reasonably
priced land in China to add to our quality landbank for
development. At the same time, the Group’s market
capitalization continued to grow, passing the HK$20.0
billion mark at one point in 2007. That growth in turn
attracted large-scale institutional investors whose input
has helped us to build further momentum.
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The China property sector has been swept along
by booming economic growth and huge levels of
demand in China in recent years. One of the significant
developments of 2007 was the moves by the PRC
government to implement cooling measures on the
overheating economy. We are very confident that
the tough government measures which are certain to
squeeze many lesser developers will work in favour of
HKC. This is the case because our business model and
our activities over the past year have put HKC in an
ideal position for navigating and taking advantage of a
tighter property market. Let me outline some of our key
achievements of 2007 which have put HKC into such a
strong position for the coming year.

STRONG NET CASH POSITION

By launching a strategic fund-raising programme
beginning in late 2006 which included further significant
capital injections by major international investors in
2007, we have reached the end of the year as a cash-
rich Group. Since November 2006 we have raised a
total of HK$8.58 billion from the capital market. This
means that we now enjoy significant reserves of funding
which are readily available for pushing forward with
development projects and for acquiring further quality
land for our landbank.

Unlike many other players in the property development
sector in China, the Group has a very strong net
cash position and low gearing, a crucial situation
under the current climate. We are eager to continue
acquiring good-quality land, and this will be easier
as the market begins to cool, and property prices are
reined in. Furthermore, other players who will struggle
in the tightened macro environment may need to sell
properties or projects at cut rates to cash buyers.
Because of this, the Group may well have opportunities
for acquiring good-value land from both public tenders
and from the private sector.

STRATEGIC PARTNERS

During 2007, the Group gained important independent
strategic investors Cerberus Asia Capital Management,
LLC (“Cerberus”) and Penta Investment Advisers Ltd
(“Penta”). Besides the significant cash injection they
have provided (in conjunction with further investment
from substantial shareholder Mr Eric Oei), their
participation has led to direct input at the level of
management experience and advice, improved internal
management systems, and a boost to the Group’s
international reputation. In addition, at the project
level, we have agreed to partner with CB Richard Ellis
Strategic Partners Asia I, LP (“CBRE") to develop
properties in China. In our first project together, CBRE
will take a minority stake in our Nankai property in
Tianjin, allowing us to raise cash for other projects,
while at the same time, bringing in a partner with
valuable international real estate expertise.
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EXISTING AND UP-AND-COMING PIPELINE
PROJECTS

The Group’s strong cash reserves are earmarked for a
range of exciting investment projects, located in high-
potential cities of China. During the year, we continued
our investments in existing projects, increasing our
equity stake in our prestige development in Shanghai’s
North Bund; and acquiring a second piece of land on
Sichuan Road, on the north bank of the Suzhou River.
Both sites have unobstructed views of the Bund and
Pudong. Construction is now ready to begin in a part of
Shanghai in which property values have been spiralling.
Meanwhile in Huzhou, near Shanghai, the design of the
new Nanxun commercial complex has been completed
and construction has started.

We were also able to use our strong financial situation
to acquire new land and embark on new development
projects through the year. A number of projects are
underway in Tianjin, including residential development
at Tuanbo Lake after we acquired a property company
during the year; and more recently, a site at Nankai
District after a swap of land for enhanced immense
growth opportunities. We also acquired two pieces of
prime land in Shenyang-one, near Southlake Park, and
the other on Nanjing North Street. Both projects are
currently at the planning stage.

A PROMISING ALTERNATIVE ENERGY BUSINESS
WITH POTENTIAL FOR SEPARATE DEVELOPMENT
Revenues from new alternative energy projects began
to come on stream. For instance, the first stage of our
wind power plants in Heilongjiang was completed and
began to generate electricity, bringing in a revenue
stream from this source. Our experiences during the
year have confirmed that the alternative energy sector
remains a high-potential growth area, and the China
government’'s increasing subsidisation of alternative
energy and waste-to-energy options is bringing these
activities more into the spotlight.

The Group feels, however, that the value of its
burgeoning alternative energy operations may to
some extent be hidden by the fact that they form part
of a Group primarily seen as a property developer. To
address this, in February 2008, the Group entered into a
share purchase agreement with Nam Tai Electronics,
Inc, to acquire approximately 74.99% of Hong Kong
listed company J.I.C. Technology Company Ltd (“JIC")
(stock code: 987). The takeover of JIC was completed on
10th April 2008. It intends to use this as a vehicle through
which to launch any new alternative energy projects.
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LANDLORD IN THE MAKING

These are all key factors that help to explain why HKC's
position within a tightened China economy should be
seen in a far more positive light than those of many
other players in the industry. HKC concentrates on
developing commercial projects in prime locations
for long-term investment upon completion. We have
been characterised as a ‘landlord in the making’, and
part of that involves adopting a strategy to maintain a
significant ratio of long-term commercial investment,
mainly in prime cities where demand is high, vs
residential developments in second- and third-tier cities.
In the light of all of the above, we are very confident
about the Group’s prospects for the coming year.
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On behalf of the Board, | would like to take this
opportunity to express my greatest thanks to all business
partners, employees, the management and shareholders
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Managing Director and CEO - OEl Kang, Eric
ERALIBRITBAE — =)

MANAGEMENT DISCUSSION AND ANALYSIS

SRR E)S S

FINANCIAL REVIEW

HKC (Holdings) Limited (“HKC" or the “Group”)
continued its success during the year under review
with turnover for the year ended 31st December 2007
amounted to HK$706.1 million, an increase of 78.4% over
turnover of HK$395.7 million for 2006. Meanwhile, gross
profit for the year of HK$102.7 million also represented
an increase over last year's gross profit of HK$79.3
million. Net profit attributable to equity holders of the
Group amounted to HK$834.6 million for the year under
review (2006: HK$579.4 million). This increase was
primarily due to the revaluation of the Group's properties
in the PRC, and to the Group's acquisition of additional
share interests in and equity interests in property
companies in Shanghai and Tianjin respectively. Basic
earnings per share amounted to HK15.8 cents (2006:
HK21.5 cents).
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During the second half of 2007, the Group benefited from
the sale of the Beijing Jingguang Centre. HKC values
its hotels at historical cost, so upon sale of the hotel,
the Group recorded a substantial profit. In addition,
the Group recorded a significant revaluation gain on
the Shenzhen Jingguang Centre and Shun Hing Plaza.
Because of improved management, office occupancy
rates increased. Also, renovations have significantly
improved the value of the properties. The Group also
recorded a significant write back on the value of a
parcel of land in Jiangmen, Guangdong. The site is
located along a river bank and is within walking distance
to a pier. The local government has gradually developed
the site into an important residential and commercial
area for the city, thereby increasing the value of our
property.

Placing and Subscription of Shares

In the first quarter of 2007, HKC placed 1,167,522,000 new
shares at the price of HK$1.37 per share to independent
institutional investors, Penta Investment Advisers
Ltd. (“Penta”), a Hong Kong institutional investor and
Creator Holdings Limited (“Creator”), the substantial
shareholder. The gross proceeds were approximately
HK$1,599.5 million.

On 1st August 2007, the Group placed 450,000,000 shares
for independent institutional investors by top-up placing,
at a price of HK$2.8 per share. Gross proceeds of the
placing amounted to approximately HK$1,260.0 million.

In October 2007, Cerberus Asia Capital Management,
LLC (“Cerberus”) invested US$375.0 million (equivalent to
approximately HK$2,925.0 million) in equity in the Group.
At the same time, the Group received a top-up amount of
US$200.0 million (equivalent to approximately HK$1,560.0
million) from Creator, and a top-up of US$150.0 million
(equivalent to approximately HK$1,170.0 million) from
Penta, a Hong Kong institutional investor. The gross
proceeds were approximately HK$5,655.0 million.

The Group also issued bonus warrants to shareholders,
on the basis of one warrant for every ten shares held.
The subscription price for the bonus warrants is revised
to HK$2.05, and the subscription period is extended to 24
months.

Liquidity and Financial Resources

As at 31st December 2007, the Group’s total borrowings
amounted to HK$2,710.2 million, representing a rise
of 21.2% when compared with the equivalent figure
of HK$2,235.5 million as at 31st December 2006. Total
borrowings as at 31st December 2007 included Hong
Kong Dollar borrowings of HK$63.0 million (2006:
HK$139.8 million) and Renminbi borrowings equivalent to
HK$2,647.2 million (2006: HK$2,095.7 million).

The maturity dates for most of the Group’s outstanding
borrowings are spread over the next five years, with
HK$330.5 million repayable within one year or on
demand, HK$1,049.1 million repayable within two to five
years, and HK$1,330.6 million repayable after five years.
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Heilongjiang Wind Power Station

Most of the Group’s outstanding borrowings take the
form of interest-bearing loans, with interest rates fixed
at market prices.

As at 31st December 2007, the Group had restricted
deposits of HK$1,508.9 million and unrestricted cash and
cash equivalents amounting to HK$4,416.0 million. These
figures compare very favorably with the equivalent
respective figures of HK$294.2 million and HK$1,062.5
million as at 31st December 2006

The Group did not use financial instruments for financial
hedging purposes during the year under review.

Details of the capital expenditure commitments refer to
Note 38.

The Group will continue its efforts to create an optimum
financial structure that best reflects the long-term
interests of its shareholders, and will actively consider
a variety of alternative sources of funding to finance
future investments.

Details of Charges in Group Assets

In the period under review, the Group and certain of
its subsidiaries had charged certain properties worth
approximately HK$1,815.6 million (2006: HK$2,118.3
million) as security for bank and other loans.

Gearing Ratio

The Group maintained a net cash position of
approximately HK$3,214.7 million as at 31st December
2007, compared with the gearing ratio of 22.9% as at 31st
December 2006. This ratio represents total borrowings
(excluding the amounts due to minority shareholders)
less cash and cash equivalents (including restricted
cash) divided by total equity.

Contingent Liabilities

The Group had contingent liabilities in respect of
housing facility fund for a property held in the PRC.
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BUSINESS REVIEW

As part of its drive to transform itself into a leading
China property developer while concurrently building
up a major alternative energy business, the Group took
some significant steps in 2007 to acquire the capital and
the levels of investor backing that would enable it to
operate on a larger scale in the market. The success of
these moves has seen the Group’s market capitalisation
increase up to HK$20.0 billion mark at one point in 2007.

Following the placing of new shares and investment
from strategic partners to strengthen its financial base,
the Group now has available significant cash reserves
for acquiring land for development. In addition, it has
gained the valuable services of its new investors
Cerberus and Penta, each of which is now represented
on the Group’s Board of Directors and also has a seat
on the four-seat Investment Committee. This level of
involvement from widely respected international firms
whose global investments are selected with great
care represents a strong endorsement of the Group’s
operations and strategic direction.

Property Investment, Development and Management
During 2007 and the first quarter of 2008, the Group
made significant steps forward in acquiring land and
launching projects that, over the next few years, will
transform its existing property investment portfolio as
well as generating revenue from sales of residential
property. During the year under review, the Group has
enlarged its landbank by 1.78 million sg.m.

Shanghai

The property markets in Shanghai strengthened
considerably in 2007, with the markets reaching a
frenzy over the summer when a Mainland investor
successfully bid approximately RMB67,000 per square
meter at a public auction for a prime piece of land on
Nanjing Road, within a half hour walking distance from
HKC’s two properties in the North Bund.

In March 2007, the Group increased its shareholding
in Shanghai Jingang North Bund Real Estate Company
Limited from 10% to 25%, paying approximately
RMB15,520 sq.m. (equivalent to approximately
HK$16,642 sq.m.). This company is principally engaged
in the development of a complex comprising a hotel,
shopping mall and office premises on a 56,670 sq.m. site
in Hongkou in Shanghai, situated along the north side of
the International Cruise Terminal.
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Shanghai North Bund Project

More recently, in March 2008, the Group announced
the purchase of 60% stake in a prime piece of land on
Sichuan Road. The site is in a prime area of Shanghai,
within 5—10 minutes walk to the Bund and the East
Nanjing Road shopping district. On the north bank of
the Suzhou River, the site faces the Peninsula Shanghai
and Rockefeller projects currently under development
on the south bank of the river, and is connected to these
projects via the Zhapu Road Bridge and Sichuan Road
Bridge. The planned office towers will offer tenants
panoramic views of Pudong, the Bund, Nanjing Road,
and the passenger cruise terminal along the Huangpu
River.

The total GFA of the Site is approximately 152,000 sq.m.
which the Group plans to develop as an integrated
commercial-retail complex consisting of two office
buildings not to exceed 120 meters, and a ground-level
shopping arcade. The office GFA will be 144,000 sq.m.,
while retail space will be 8,000 sq.m. In addition, there will
be an underground carpark with a capacity of 1,300 cars.
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Changzhou ®

Xuancheng

In January 2007, the Group successfully acquired
a plot of land of approximately 207,628 sq.m. in the
Nanxun Economic Development District in Huzhou City,
Zhejiang Province for RMB129.0 million (equivalent
to approximately HK$138.3 million). The Group is
currently developing a building complex on the site that
will centralize the suppliers of furniture and building
materials for which the Nanxun District is renowned.
These suppliers currently are scattered around five
different sites in the city. The Group plans to sell a
portion of the commercial premises, and keep the rest
of them, together with a hotel serving the complex, for
investment purposes. Pre-sale is scheduled by early
2009.

Tianjin

Tianjin has recently emerged as one of China’s fastest
growing cities, and is set to continue its rapid growth.
HKC is optimistic about the prospects for Tianjin given
the imminent completion of a new high speed railway
between Tianjin and Beijing which will reduce the
traveling time between the two cities to just thirty
minutes. Moreover, the city has been given special
status as a second major development region, along with
Pudong, in China’s Eleventh Five-Year Plan. Binhai New
City, a special economic zone in Tianjin, is expected to
grow rapidly following strong support from the central
government which is also currently considering a
proposal that would allow mainland Chinese investors
to invest directly in Hong Kong securities via accounts
opened in Binhai. A major new oil discovery in the Bohai
Sea near Tianjin is expected to further contribute to
economic development in the area.

Map of Nanxun Zhejiang China
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Given the strong growth potential, in May 2007, the
Group acquired a property company engaged in
developing land along the eastern shore of Tuanbo Lake
in Jinhai County, Tianjin for approximately HK$774.9
million. Following this acquisition, and in accordance
with Hong Kong Financial Reporting Standard (“HKFRS")
rules, the Tuanbo Lake property was revalued, a move
which resulted in a negative goodwill for the Group
of approximately HK$374.5 million. The site, some
18km from downtown Tianjin, is an attractive one that
the Group is developing into residential villas and
apartments for sale.

In March 2008, the Group agreed to sell a 25% stake
for approximately US$42.2 million (equivalent to
approximately HK$329.2 million) in our Nankai District
site in Tianjin to CB Richard Ellis Strategic Partners Asia
Il LP. (“CBRE") as part of a strategic plan to co-develop
properties in China. The site was secured through a
swap with the Tianjin Municipal Government for another
piece of land owned by HKC adjacent to the Olympic
Sports Centre in Tianjin. The original site, acquired by
HKC in early 2007 for approximately RMB445.3 million
(equivalent to approximately HK$477.5 million), was
to be developed into hotels and commercial property.
However, given the proximity to the Olympic stadium,
the land was recently rezoned to be a “green area” as
there were concerns that our high rise building would
tower over the Olympic stadium. Reflecting the strength
of the Group’s relationship with Tianjin, the government,
in compensation, agreed to give HKC the new site within
walking distance of the original site.
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The approximately 77,961 sg.m. site will have an above
ground GFA of approximately 150,000 sq.m., and can
be used for 40 years. The Group plans to develop the
site into commercial property consisting of serviced
and regular apartments. Construction work is expected
to begin conditionally at the end of 2008, targeting for
completion in 2011. The development will result in a
quicker return compared to the original plan on the site
next to the stadium.

Shenyang

Shenyang is located at the centre of the Northeast Asian
economic ring, encompassing China, Korea, and Japan,
and is also at the centre of the Bohai economic ring. The
city has been growing rapidly, with GDP rising about
17.7% in 2007. With Shenyang’s economy continuing to
expand, HKC expects the property market to continue to
strengthen over the near and long term.

In 2007, HKC invested in two development projects in
Shenyang: a commercial site in the center of downtown
Shenyang, and a residential/commercial site at
Southlake Park. The commercial site is located at the
center of Nanjing North Road in the Heping District
of the city. HKC paid approximately RMB170 million
(equivalent to approximately HK$182.3 million) for the
land at public auction. The total site area of the land is
7,105 sg. m. with an approved design gross floor area
of about 92,000 sq. m. above ground. The site is within
Shenyang’s central business district and is within
walking distance of the city’s most famous shopping
road on Taiyuan Street. In addition, a new subway
station is currently under construction under HKC's site,
and is expected to commence operation in 2009. For the
second site, the Group paid approximately RMB746.3
million (equivalent to approximately HK$800.3 million)
for a 67,786 sq.m. residential site which is at a prime
site next to Shenyang’s central park, one of Shenyang's
most scenic areas, and will offer buyers excellent view
of the park.
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Heilongjiang Wind Power Station

Alternative Energy

The Group has three major investments in wind power
plants, and developments made good progress during
2007. During the year it completed construction of its two
30MW wind power stations in Heilongjiang, which have
now begun generating electricity and are contributing
revenue to the Group.

The Group also continued construction during the
year of its joint venture project in Hebei Province,
together with the China Energy Conservation Investment
Corporation (“CECIC"). CECIC is the only national level
SOE involved in energy conservation and environmental
protection, and is a partner on a number of the Group’s
alternative energy projects. CECIC reports directly to
China’s State Council, and has assets of approximately
RMB24.0 billion. Total investment in the project will
amount to approximately RMB1.6 billion, with the Group
and CECIC contributing 40% and 60% of the registered
capital respectively. The first phase of the proposed 200
MW capacity wind power plant is well underway, and
on completion will offer a 40.5MW generating capacity.
Electricity may begin to be generated by late 2008.
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The Group is developing wind power plants in the
Siziwang Qi area in Inner Mongolia, China. This area
potentially covers some 1,000 sq.km, and has the
potential to develop installed capacity of up to 1,000MW.
To date, generating capacity of 50MW has been
approved by the relevant authorities.

The Group’s joint venture waste-to-energy plant in
Shandong, China, undertaken in partnership with the
China National Environmental Protection Corporation,
a wholly-owned subsidiary of CECIC, began its trial
operations in August 2007, with a 24MW output capacity.
The project offers the Group multiple revenue streams,
since revenue is earned not only from the generation
of electricity, but also from fees for garbage treatment
from the Linyi municipal government, from trading within
the Clean Development Mechanism (carbon credits),
and from sales of ash-based materials.

Infrastructure

The Group’s water supply plant in the Yangpu Economic
Development Zone in Hainan contributed good returns
for the Group. It enjoys the position of being the sole
supplier of raw water for industrial use in the area.

The Group’s Build-Operate-Transfer toll road project in
Guilin, which links up with China’s Western Expressway,
was largely completed during the year and is now at the
trial run stage. It is expected to make contribution to the
Group’s income starting from April 2008.

Construction

During the year, the Group completed construction of
the Hong Kong School of Creativity on behalf of the Hong
Kong Institute of Contemporary Culture, for a contract
sum of approximately HK$97.0 million.

The Group also won a contract to carry out drainage
improvements in the Tuen Mun and Sham Tseng areas
of Hong Kong from the Drainage Services Department
of the HKSAR government, for a contract sum of
approximately HK$68.3 million.

OUTLOOK

The Group’s position as a cash-rich enterprise,
supported by experienced investment partners, gives
it advantages for the coming year that are not widely
shared by other players in the property sector in China.
Since January 2008 to date, the Group has further
increased its landbank by 53,700 sq.m. and plans to
continue increasing its land bank in the coming year,
aiming to set aside 70% of its land for commercial
investment projects. While most of its investment
property developments are still at the construction
stage, the Group will continue to generate rental returns
from its existing property portfolios.

For 2008, in addition to developing its existing projects,
HKC will look to unlock the value of its undervalued
landbank through selling stakes to strategic investors.
By selling these stakes, the Group will not only obtain a
valuable long term partner, but also it will obtain cash
which can be used to acquire other properties during
the current “buyer’s market”, and will realize a gain on
the sale of the stake. For example, in the first quarter
of 2008, the Group sold a 25% stake for approximately
HK$329.2 million in our Nankai District site in Tianjin to
CBRE, and will record a profit from the sale. HKC has
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Linyi Power Station Shandong China

other land and properties such as the The Peninsula
Beijing Hotel, Beijing that are not mark to market, but
which could result in a significant profit if sold.

Property Investment, Development and Management

During the first quarter of 2008, the Group continued to
make careful acquisitions of reasonably-priced, high-
potential land to swell its landbank. For 2008, the Group
acquired the Sichuan Road site in Shanghai, and brought
in CBRE as a partner for its Nankai site in Tianjin. In
Tianjin, demand remains strong for high end properties
around the Tuanbo Lake area. The government is
offering fewer permits for high end housing in its
attempts to encourage middle class housing. However,
with local residents income still rising, demand is strong.
Finally, the Group is currently looking at opportunities in
Qingdao, Hangzhou, Tianjin, and other areas in China.

Alternative Energy

The Group's alternative energy businesses are
continuing to benefit from ongoing incentives from
the government in favour of alternative energy. Most
have the potential for expansion in future. For instance,
the Group’s Shandong waste-to-energy plant can be
expanded into Phase Il as the city expands. The first
Phase of the Group’s Hebei wind farm is expected to
begin generating electricity later this year, and further
Phases that will significantly increase generating
capacity are planned in due course.

Formal approval has recently been obtained from the
relevant PRC authorities for the development of the first
50MW wind power plant in the Siziwang Qi area of Inner
Mongolia, China. The 1,000 sq. km site has the potential
to be developed so as to achieve a generation capacity
of up to 1,000MW in coming years.

In February 2008, local government authorities in
Jiuquan, Gansu Province, accepted the Group's tender
for a wind power project, which was jointly submitted
with the China Energy Conservation Investment
Corporation (“CECIC”). The Group and CECIC plan to
establish a joint venture to invest in, construct and
operate a wind power plant with a total capacity of
200MW. The Group will contribute 40% of the registered
capital for the project and CECIC 60%, representing
a total investment of approximately RMB1.7 billion
(equivalent to approximately HK$1.8 billion).

20 | HKC (HOLDINGS) LIMITED ANNUAL REPORT 2007

R ERITHR R

i U AZHEEEEEN - BBEREFENHBEITNLHBRY
¥ NMERIFFEEE  MHEZZLHRYE  BETRENE
e

MERE  BRREE

R-ZZENFES  ASEHANFEEEWEERSEMENEE
2R DEAELEE - RCZETN\E  AKEWE LiB0)I5%
R WE|IACBREFREREERABILE < BERHN - RXEHE -
HEBHHSRWE2ERDABRD - SEBBRRPREE - BACE
RAOHHBEEEFATE - A BERERARBAFERA 5
BEEFRDARY - &% - ARBERBRES » UM~ RiERH
HHMESRERES -

BRRER

AEECERERABEETENEAFEESEAREZRE B
A EBEBARBRESD  HINAEBRURLRE ZHREE
BAEERTRRMERE S - AKETLEHBHERE —HEY
RERARE  ME-FRRFHASNEERRRER  BEHENERS

AEERMNGEETRAEARE ERAB N UBRUNATL T F
FIEER50000T RS RN BER - ZHER 0075 2R 28
BB NMARRERREREE00000F RS 2EANEER

RIZZEZENEZF > HEEER T BUTH R 1% 47 5 8 8 5 ae
HEFR-ERNEREEFEL2RE - AEBEFHRTERLIGE
% LUKRE  BERNEESHERA20000TRISZEANEER -
REBEDEFRASTILIER 5 B AM0%KR60%TRER » BIREFEN
A A K#1,700,000,0007T (AH 2574 491,800,000,00058 7T) ©



The Group is continuing to explore the range of
possibilities within the burgeoning alternative energy
industry, and seek out new and profitable ventures,
for example in the field of biofuels. Expanding beyond
its involvement in wind energy and waste-to-energy
projects, the Group recently entered into an investment
agreement to acquire a majority stake in an ethanol
plant in Chongging. The plant has a current capacity
of 100,000 tons per year, with potential for further
expansion to 600,000 tons per year. This biofuel project
is currently in the process of applying for a fuel ethanol
license.

On 26th February 2008, the Company entered into a
share purchase agreement with Nam Tai Electronics,
Inc, to acquire approximately a 74.99% share interest of
J.I.C. Technology Company Limited (“JIC”), a company
listed on the Main Board of the Stock Exchange
of Hong Kong, at a consideration of approximately
HK$397.5 million. The acquisition had been completed,
the Group made a mandatory unconditional cash offer
for minority shareholders of JIC at a price not less
than the equivalent price under the share purchase
agreement, pursuant to Rule 26.1 of the Hong Kong
Code of Takeovers and Mergers. Upon the close of the
Offer on 10th April 2008, 3,320 shares, representing less
than 0.01% of the total issued share capital of JIC were
accepted by the Group. Taking into account of the valid
acceptance, 190,936,889 shares, representing 25.01%
of the total issued share capital of JIC are held by the
public. JIC has continued to comply with the public float
requirement under Rule 8.08 of the Listing Rules.

The Group’s intention is to channel any new investment
in the alternative energy businesses through JIC, which
will become its principal vehicle for wind power, biofuel
and biomass projects. The Group considers this move
to be a strategically appropriate one, which will secure
long term expansion funding for development with great
potential.

Steering Committee and Investment Committee

In view of the Group's rapid expansion, the management
of the Company has established the Steering Committee
and Investment Committee under the board of directors.
The Steering Committee’s role is to make decisions
and oversee investments on behalf of the Board, and to
oversee other important matters and business activities.

The purpose of the Investment Committee is to enhance
corporate governance by carefully screening all major
investments. The committee will be able to utilize the
valuable financial and strategic expertise of Cerberus
and Penta as they had appointed representatives as
members of the committee.

Employees

As at the end of 2007, the Group's operations in Hong
Kong and Mainland China employed a total of around
487 employees. The Group also appoints technical
and engineering consultants on contract terms for
its ongoing construction projects. All employees are
remunerated according to the nature of their jobs,
their individual performances, the Group’s overall
performance, and prevailing marketing conditions.

REBBEBENEEHFNERERERMLS  YSHRERTEN
FRE > HINREYRRSE - BIERZIE DGR RAREERAINE
B AEBEH L —HRERE  WEEE-—RBHCER2AZER
o ZMERECERASTE1000000  BEBEHE—SRBREESHF
600,0000 o MLIEAY)IRRIIE B IR IE R 8 C IR RHEER o

RZZEZENEZF=+H  A2A7EENam Tai Electronics, Inc.5] I
BRWE BASBE AT ER LT D EJLC Technology Company
Limited([ JIC 1)74.99% % % » {E{Z%9397,500,0007 ¢ - W LXK » &
EECREEEATWERASHTARASG - BTIERBRIGET 2
BEER  BICPERREHBFEEFRERSNEESZ - N2
NEMAB+ B WIBEZLE R - REBEH20REM - HERICE
BITRABEDR01% o Lt REMIER/E » 190,936,889 BB A A
BALES  HERJICEBITRAAZES.01% ° JICEEHFS EHiRE
E0EZ DRIFMENRTE ©

AEEFEEBICETERERRE 2EMHMRE  JICKEHES
BEAOBE - EMAMRENEREER - FEERAREWEER
B SHRARSGROERES  ARBREINRREER -

HITEEERREZES

BERAEBSRER  AOREEBCRVESEE TNHITEES
KRREZEE - HTZEENBEANKRESSHRHRRREER
E UEFRHMEREERERES -

REZEEvENAEBEEREMEEARERALEER - AR
CerberusFPentaB ZRAKRHAIZEEHE  ZESHETRIZMR
NAZEENER REEEAR o

3]

REZZLEEE  AREETERTENGSHORWMIEES - X
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CORPORATE GOVERNANCE REPORT

CEEREE

The quality of corporate governance of a company
mirrors its commitment in accountability, transparency
and responsibility to its stockholders.

COMMITMENT IN CORPORATE GOVERNANCE

The Company is committed to good corporate
governance principles and practice and its board of
directors (“Board”) recognizes that it is essential to
safeguard the interests of stockholders, customers and
employees and uphold accountability, transparency
and responsibility of the Company. The Company has
complied with the code provisions (“Code Provisions”)
in the Code on Corporate Governance Practices (“CG
Code”) set out in Appendix 14 of the rules (“Listing
Rules”) governing the listing of securities on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”)
throughout the year ended 31st December 2007 except
for deviations from the A.4.1 and E.1.2 of the Code
Provisions in the CG Code, particulars of which are set
out below. With a view to monitor and continuously
improve its performance, the Company reviews its
corporate governance practices from time to time and
always aims to enhance its corporate governance
practices in line with local and international practices.

Composition of the Board and various Board
Committees

RAEEERBEERRERBEN - ZREREEHE@RRIE

TEERHE A

ARRHNEBRF2EXERRARER MEAEES(EFE))
BH AERAREAURERR - FEFRESZFHEUARETR
ARBEY EHEREAIEKEER - REEZ-ZTLF+=A
Z+-ALEE AR -EBTEBMAXZMARAA(THX
FrEZ ERAT EMRA DM+ mRReXERERATA( &
EFR )z BRI (TP AR D) » R EFRIIAT FRMRCEAL
RE1RAIEFRE  AEFRERTX - REERSHEZERR
ARATHRTELEERESR T AURSEXRERERUFE
A RERERBER

ESERRESRERZAR

Shareholders

External Auditors

SPEERZ AN

R

Board of Directors

=g

Company Secretary

NEWE

Nomination Committee
REZE®

Audit Committee
BRZEES
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Remuneration Committee

HHEES

Investment Committee
BREZE®

Steering Committee
HITEES



A. DIRECTORS

A1 The Board £x&

A EE

Code no.  Code Provisions Alignment Remarks

SFRIRSE SPRIRX BRER B

A1 Board meetings should be Yes The Board meets physically and regularly.
held at least 4 times a year a8
at approximately quarterly 13 Board meetings were held during the year ended
intervals. 31st December 2007 and at least once quarterly. The
ExeeRRERVEEETN Chief Executive Officer (“CEQ”), Chief Operation Officer
W RBE—R . (“C00”) and Chief Financial Officer (“CFO”) were

invited to attend certain Board meetings, and other
senior management may from time to time be invited
to attend Board meetings to make presentations or
answer the Board's enquiries.

EEETHHIEAE -

EEEEE_ETLET A+ ALEEEETINER I
BOBFRT R - THER ¢ ELERVBEERRLESR
TEZEEE MAMSEEEASETHERLFEESEER
D 2RAEEZESSRA -

A1.2 All directors should be Yes Agenda for Board and Board Committee meetings are
given opportunity to & sent to all directors in advance and they are given
include matters in the opportunities with reasonable time to include relevant
agenda for regular board matters for discussion in the Board meetings.
meetings. EXERESZESS R ERYSATRERES  MKEYE
ZRESYEHESKERZET KERGERBMAERESENESESEN® °
AEZEERERRER

A13 At least 14 days notice Yes Timetable for regular Board meetings are scheduled
should be given for regular & well in advance to facilitate and maximize the
board meetings. attendance and participation of directors whilst
EREESEERGRRLEHRI Y reasonable notices are given for all other Board
KB4 o meetings.

ETEERSRIRERYBARILE  UHBESHERRS
SHKE SERMEHMNESSSRRLSEEN -

Al14 Directors should have Yes Directors have access to the advice and services of
access to company & the company secretary of the Company (“Company
secretary’s advice. Secretary”) to ensure that Board procedures, and all
EZRETVENAAWEZER o applicable rules and regulations, are followed.

EZMERNADNRAZARME(2ANE ) 2ERRRYE - UER
BIEZERFR—ERRAIRRM

Al15 Board minutes and Yes Minutes of the Board meetings and Board committees

committee minutes should &

be kept by company
secretary and open for
inspection.
BEXgEENREEREEEEL
SRCHEARTANERET UL
AR o

=}

meetings are kept by the Company Secretary and
they are open for inspection at reasonable time upon
reasonable notice by any director.
EXeeRNESREeRReRRR I HARNERT LT
HAENEERNETERERARESEREANEH -
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Codeno.  Code Provisions Alignment Remarks
SFRIARSE SFRIRX BRET A
A16 Minutes should record Yes Minutes of the Board and Board committees recorded
sufficient detail, concerns =) in sufficient detail the matters considered by the
raised and dissenting Board and the Board committees and decisions
views and draft and final reached, including any concerns raised by directors
versions should be sent or dissenting views expressed. Draft and final versions
to directors for comments of minutes of the Board and Board Committee were
and record. sent to all the relevant directors for their comment
I S AN R g | and records respectively, in both cases within a
EERES MERARERK reasonable time after the Board and Board committee
BREXRSES  UMHSRM meetings were held.
ZRRRE - EEENES R E R e RYIR NV ESERESEEE
ﬁﬁﬁ%ﬁ%lﬁzziri)}ﬁmﬁﬁiz}%% BEESCRARMEREZ
BEZ EEENESZESSEVERNBERARRAERERN
SRETE - ES%%EH?W%?&%F@‘E@%% DMEREZERRE
ﬁ °
A17 Upon reasonable request, Yes There are procedures to enable the Directors, upon
there should be procedure 448 reasonable request, to seek independent professional
agreed by the board to advice in appropriate circumstances at the Company's
enable directors to seek expense.
independent professional EATRHEERRER  BEESHERELABERE  BEER
advice at the Company’s RTHRBUELER  MARERHALAEE
expenses.
EZEEMERF  BFEESH
REHEEEREZ  BRBYE
¥ER MEBAEBRAAKXATR
i o
A18 If a substantial shareholder Yes If a substantial shareholder or a director has a conflict
or director has conflict a8 of interest in a matter to be considered by the Board

of interest in a material
matter, the matter should
be dealt with by board
meeting with independent
non-executive directors
with no material interest
present.
MEZERRBZZERNEREZEH
EERFIZER  MZBEER
WEEEERER 2B ILFEAT
EShSvESEERLLEE -
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which the Board has determined to be material, the
matter shall not be dealt with by way of circulation
or by a committee (except an appropriate Board
committee set up for that purpose pursuant to a
resolution passed in a Board meeting) but a Board
meeting shall be held, during which such director
must abstain from voting. Independent Non-executive
directors (“INEDs"”) who, and whose associates, have
no material interest in the transaction shall be present
at such Board meeting.

HEERRIESNERESSER  BESSARBEAZEE
FREENRER  AZSETEUEAHIRNIRZESEE (R
Eﬁ@%%@%:ﬁﬁﬁﬁﬂ%%%ﬁﬁtﬁklzﬁ EXZEETEM
R) MEARTESEEE MABESENG LHERE - TERN
x5 EP%‘ﬁiﬂgﬁnziﬁl#iﬂﬁ%%w&ﬂﬁ%%}\iéﬁtliﬁ%i%

EE8E



The business and affairs of the Company and its
subsidiaries (“Group”) shall be under the direction
of and vest with the Board pursuant to the bye-
laws of the Company (“Bye-laws”). The Board is
elected by the shareholders and is the ultimate
decision making body of the Group except in
respect of matters reserved for shareholders. The
Board accepts that it is ultimately accountable
and responsible for the performance and affairs
of the Group. However, while the Board retains
oversight responsibility, certain of that authority
is necessarily delegated by the Board to the
management in order to enahle the management
to develop and implement the Company’s strategic
plans and annual operating plans, and to conduct
the Company’s day-to-day activities.

The Board diligently monitors the management’s
performance in that regard but responsibility for
conducting the Company’s day-to-day operations
rests with the management.

The Board appointed five Board committees,
namely audit committee, remuneration committee,
nomination committee, steering committee and
investment committee to oversee particular aspects
of the Group’s affairs. The Company shall review the
said delegation arrangements on a periodic basis
to ensure that they remain appropriate to its needs.
The Board and the Board committees work under
well established corporate governance practices
and its terms of reference which reinforces the
responsibilities of directors in accordance with the
requirements of the Listing Rules and other relevant
statutory requirements.

AREREMBAR (AKE]) 2 EBRMBRRAREALT
ZHASTRANTAR ) REESSEIICELRHER -
ESERRREE  REGRRREZSEN  ESERLEH
ZRERFHRE - EZTMUARE 2 RRRIBRREZ RE
MERAERER  -BEESSREEEEME AT EPETE
HERESEREEEE  UEEERRRIETADAZRRE
RERFELENS  ARETARBAREER -

EFEE N TREREERMUTECRE  METARTRE
KB CcEFNHERERA -

EZERILBESESS  FHABKEES  FHZEES
REZEE YTZREERREZEE - UEBFKEEHZH
EHE - ARRARTHRN LRREL - UERZEZHNYT
REHREE -EZERESZEENRERELTRAREMGER
EERMZEFNE2ERERERARETERESHEE 2 HER
BiTE-
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The directors’ attendance at the Board and Board

TREIBE-ZSLFF A=t -ALEE  ESHFEES

committee meetings of the Company during the SERESZREEERCER
year ended 31st December 2007 are set out in the
following table:
Meeting attendance €% 4 E155R
Audit Remuneration Nomination

Board committee committee committee
Name of directors Meeting meeting meeting meeting
e E=EgeR BREEEREE FHZzEEEE REZESEE
Executive directors
BIES _
Mr. OEIl Kang, Eric =R/l 5%4 13/13 2/2 (Note Bfftzx1)  3/3 (Note Bizt2)  2/2 (Note HizE3)
Mr. CHEN Libo fgaz i 54 13/13 N/A R N/A R N/A RiE
Mr. NG Chi Man, Michael 253564 13 N/A =&/ N/A 7@/ N/A FiE

(appointed on 1st June 2007)

(R=BSLFA—HEZMT)

Mr. TSANG Sai Chung, Kirk 2455854 13/13 1/2 (Note Hzx4)  N/A FEHE N/A 73
Mr. CHAN Kwok Fong, Joseph gE% 54

(appointed on 29th June 2007)

(R=BELFRAZTIEEZME) 13 2/2 (Note Hfzt5)  N/A RiEm N/A 7/
Mr. TANG Sau Wai, Tom #p=p2 54 9/13 N/A R N/A REfE N/A FiE
Mr. CHENG Sum Hing, Sam #3z; @ 54

(resigned on 29th June 2007)

(R=BB+EXA=+NEEME) 413 N/A TiE N/A i N/A iR
Mr. OEl Tjie Goan &g %4 0/13 N/A FiE N/A g N/A 7/
Mr. WANG Jun T= %4 0/13 N/A FiEH N/A FigH N/A FiEH

(resigned on 17th April 2008)

(R=ZEENFEA+LHEHME)

Mr. LI Xueming Z=£28g 5 4 0/13 N/A R N/A R N/A 73
Mr. XU Zheng #4E 5% 013 N/A Fig/ N/A R N/A w3
Ms. Teresa YEN @&z + 0/13 N/A 7 N/A R N/A 735

(appointed on 3rd October 2007)

(R=ZEZLFTA=ZHEZMR)

Mr. LIU Guolin Zig#s 4 113 N/A FiE B N/A R N/A R
Mr. FAN Yan Hok, Philip sg{=#g%4 10/13 2/2 3/3 2/2
Mr. CHUNG Cho Yee, Mico s&x %54 2/13 1/2 1/3 1/2
Mr. CHENG Yuk Wo g0 s 4 10/13 2/2 3/3 2/2
Mr. Albert Thomas DA ROSA, Junior 6/13 2/2 3/3 2/2
‘Y BELE
Notes: Hrit:
(1) Mr. OEl Kang, Eric attended 2 audit committee meetings as an (1) EfEEERBEEINENEESS SR

invitee.
(2)  Mr. OEI Kang, Eric attended 3 remuneration committee meetings (2) EfEEEEBEEINTHEESSE -

as an invitee.
(3)  Mr. OEl Kang, Eric attended 2 nomination committee meetings as (3) =MELEZEREFEINEREES

an invitee.
(4)  Mr. TSANG Sai Chung, Kirk attended 1 audit committee meeting (4) SBRBEECEAHFIAERZESESE

as an invitee.

(5)  Mr. CHAN Kwok Fong, Joseph attended 2 audit committee
meetings as an invitee.
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A.2 Chairman and chief executive officer T ERFHES

Codeno.  Code provisions Alignment Remarks
PRI PRI BRELT B
A21 Roles of chairman and CEO Yes Mr. OEI Tjie Goan is the chairman and Mr. CHEN
should be separate, clearly eyl Libo is the CEO of the Company as from 1st February
established and set out in 2008. Their responsibilities were clearly set out.
writing. Given the Group's current stage of development, the
IRETHARZACETE Board considers that this arrangement facilitates
A TEEWAEERZEETIE the execution of the Group’s business strategies and
REHIE o maximizes effectiveness of its operation. The Board
shall nevertheless review the structure from time to
time and it will consider the appropriate move to take
should suitable circumstance arise.
BEERAEARRTERE  SRIUBAER-STNE_A—HE
HERDRTHAR - FEZRECEWRTE  HERAEEE 51
HRRER  EF83A  HERFEPHTAREZEBRBER
BEHEENEE - Al EFTERTRRTZEE  UBZRES
BIERHRRELEEEE o
A2.2 Chairman should ensure Yes The chairman accepts his responsibility to ensure
directors are briefed on & that major issues of the Company are addressed by
issues arising at board the Board, and that these issues are presented in a
meetings. manner which facilitates thorough discussion and the
ITRERREZEEHAENES appropriate resolution and all Directors are properly
Serr S EE o briefed on issues arising at the Board meetings. He
A23 Chairman should ensure Ves §ha|l aIs_o ensure that Directors receive gdequ_ate
directors receive timely & mformatlon, which must be complete and reliable, in a
and adequate information. t!mely manner. . L .
S EEER LSRR Eﬁ?%éﬁﬁ%ﬁ& , LXE1%§$§:§E$+%¢TK@E;E§FDﬁ?E B
% . BAANRZLEME  UEETEHIRRENGBERER M2
RBESVEIABISHRESEERTT2SE - TEERRES
BRENRED  TERAEZER -
A.3 Board composition £=& > 5
Codeno.  Code provisions Alignment Remarks
SFRIgRE PRI BRER  H
A3.1 Independent non- Yes The INEDs are expressly identified in all corporate
executive directors should A8 communications that disclose the names of the

be expressly identified as
such in all communications
disclosing its names.
ERERBERE S22 @
W BAESEBLFHTESZ
B o

directors of the Company.
RAEREARAESH A RRABAANRESEBLFHITES
284 -

BEER (ER) BRAR —Z2LEFR |2



The Board currently comprises six executive
directors, namely Mr. OEl Kang, Eric, Mr. CHEN Libo,
Mr. NG Chi Man, Michael, Mr. TSANG Sai Chung,
Kirk, Mr. CHAN Kwok Fong, Joseph and Mr. TANG
Sau Wai, Tom and ten non-executive directors in
which three of them are INEDs. The INEDs are Mr.
CHUNG Cho Yee, Mico, Mr. CHENG Yuk Wo, and
Mr. Albert Thomas DA ROSA, Junior who offer
diversified expertise and serve to advise the Board
and management on strategy development and
provide checks and balances for safeguarding the
interest of the shareholders and the Group as a
whole. The Company has received annual written
confirmation from each of the INEDs that they have
met all the independent guidelines set out in Rule
3.13 of the Listing Rules. Biographies with relevant
relationships among members of the Board, if any,
are shown on pages 48 to 54 under the section
“Directors and Management Executives.” Terms of
appointment of non-executive directors are shown
on page 56 of the Report of the Directors.

A.4 Appointments, re-election and removal £ - E2RES

EXEENBARHTERRNAL RURAE - REXL
£ BEAAE  RESTERBTELE S UARTEFUTE
BN HH=ZRBUKAITES - BUFNTESREER
KL BRENLERBIELEE  KREAEESTRETEXA
HRER  BERRBRE  TWHEEHE 2N URERRRA
SERENZ - AN FCERERBUFNTESR L 2 FERR
g RTRECHELHRAUBIBMRES 2 FAEBLES - K
LrARERNESEN BRI AHRRNA)  BNFEBE5
BZ[ESRITREEBAS |- - FATESZZERTERE
BEEZEBFHER

Code no.  Code provisions Alignment Remarks

PRI SPAIRSC BRELT B

A4l Non-executive directors  Please  All the non-executive directors of the Company were
should be appointed for referto not appointed for specific term because they are
specific term, subject to remarks subject to retirement by rotation and re-election at the
re-election. =2m#s Annual General Meeting of the Company pursuant to
FHTESRRETCEHESZ the provisions of the Company’s Bye-laws.
£ UARSER- ARNRZEFPTESHEREEEIDRZE  REAARSARE

ALRHRIZ RN ERRBFASWMESEREE -

A42 All directors appointed to Yes All directors appointed to fill casual vacancy are

fill casual vacancy subject a4 subject to election at the first general meeting and

to election by shareholders
at the first general meeting;
every director subject to
retirement by rotation at
least once every 3 years.
FEREFREEREREZE
ERREARRAELESRR
KR SEESEBIE=5HK
FEE-R-
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every director including those appointed for a specific
term are subject to retirement by rotation once every
three years.

FEREREREREZECESYEARERARRASESHE
BRES BEUETCEHEZAE  YEARSB=FHESE—

Nrd
IN°



The Board of the Group had established a
nomination committee on 22nd August 2005,
whose members are Mr. CHUNG Cho Yee, Mico,
Mr. CHENG Yuk Wo, Mr. Albert Thomas DA ROSA,
Junior and Mr. FAN Yan Hok, Philip, of which three
are INEDs. The terms of reference of the nomination
committee adopted on 22nd August 2005, which is
made available on the website of the Group, has
set out details of its role and functions, nomination
procedures and the process and criteria adopted
for selection and recommendation of candidates for
the directorship of the Company.

The Nomination Committee is responsible for, inter
alia:—

(i) Reviewing the structure, size and composition
(including skills, knowledge and expertise)
of the Board on a regular basis making
recommendations to the Board regarding any
proposed changes;

(i) and identifying individuals suitably qualified to
become Board members and select or make
recommendations to the Board on the selection
of, individuals nominated for directorship.

AEBCESECR-_2ERFNATHRIREZES
EREREERRELLE  BHMLE BIBAAERELCEL
£ AF=EABUFHTES - ZER-TFRFENAZ-+Z
HRMREZESSCHESE T8V EEAAGRMEE 12
ERFUNRSBERERREARIARAEZREIRMNES
Rkt 2715 - ZRERERFSEAETHER o

REZEERE(HPEH)
) THRIESS2EE SERAR(BERE  NEKE

AR TREMRBEABOESSREERER

i) RNEEERRAEZERECEEAE URBBER
AREESHB AR  FHEEROESERMERER
Bo
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A.5 Responsibilities of directors =%+

Code no.
<FRI4RIE

Code provisions
SFRIRSC

Alignment

BHRER

Remarks

AS51

Every newly appointed
director should receive
a comprehensive, formal
induction, and subsequent
briefing and development
asis necessary.
BERZEECHIESEERS
EREXZHBNE HEBES
PR 2 R ER o

Yes
=y

A tailored induction shall be provided to familiarize
the newly appointed director with the Company’s
business operations and financial positions, his/her
responsibilities under statute and common law, the
Listing Rules, applicable legal and other regulatory
requirements and business and governance policies
respectively.

HEIESRERUESRIZHBNE  BSHAB AR A2 %H
EFERMBEMAR  BRERREBRE - LWRE - BREE - Hi
EERTETZRE  UREBRERBE -

Subsequent briefing and professional development
shall be provided to the newly appointed director as
and when necessary.

MEESHEKEREME CHABREXER -

Ab5.2

Functions of non-executive
directors should include
A.5.2 of the Code Provision
in the CG Code.
FHETESCHEERELEST
BITE T <F BRSTEEA D205 ©

Yes
A

Strategic planning and monitoring the Company’s
performance are, among others, the major functions
of the directors. The Board shall be accountable and
responsible for the performance and affairs of the
Company.

EECIEHAEHPERERRARERRARRE - EESHH
ARBRZRERMBHRREEREELS

Ab3

Directors should give
sufficient time and
attention to company’s
affairs.
EEERANAREREERET
KRREH -

Yes
=yl

Directors are aware that they shall give sufficient time
and attention to the affairs of the Company.
EENRRERRHARKEEERBIA NS

Ab54

Directors must comply with
model code for securities
transaction by directors
of listed issuers (“Model
Code”) in Appendix 10 of
the Listing Rules, and the
board should establish
written guidelines on
no less exacting terms
than the Model Code for
relevant employees in
respect of their dealings in
company’s shares.
EENEBT TR BN ET AT
BLEMBITAESETESRS
MEEFAI([EEFE])  mE
EEENEBRREEEEEAAT
RO EEEGRTEREESFA
BRZEM@ED °
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Yes
=yl

The Company adopted a code of conduct regarding
directors’ securities transactions on terms no less
exacting than the required standard set out in the
Model Code (“Company’s Code”). Having made
specific enquiry of all directors, all directors confirmed
that they had complied with the required standard set
out in the Model Code and the Company’s Code. The
Board also applied no less exacting terms than the
Model Code for the relevant employees in respect of
their dealings in the securities of the Company.
FRAEREEMNEHESETRS NI Z2BTTE ERRTERE
EFRHEIRERERTR(ADQRTH]) - K@ EESFH AR
AR TREZVER RE-EHEFREFARAQRTAH
FIZHRERE -EZENNEREEEERAAARSERTERR
EFRITR 2R



A.6 Supply of and access to information {tfE R ERE R

Code no.
<FRI4mE

Code provisions
PRI BRER

Alignment

Remarks
faEE

A6.1 Agenda and board papers Yes
should be sent to directors eyl
at least 3 days bhefore

regular board meeting or
committee meeting.
ERETEZSERERNES
SEENBLZRAEZERE

BREZEXM -

In respect of regular Board meetings, and so far
as practicable in all other cases, Board papers are
dispatched to Board and Board Committee members
not less than 3 days or such other agreed period
before Board or Board committee meetings.
BREZEERGEMNE  RREN—JHMERGBIENT &
EENMHENEZELESZESERETARI ZRALHEZ
Hith iR - NESERESEZEENETH °

A6.2 Management should Yes
supply board and its &
committees with adequate
information in timely
manner. Each director
should have separate

and independent access

to the issuer’s senior
management.
EEEENEEERAZEER
BiRHTZER - BREEER
BITRBUBKRTAZERE

BE -

Each director is given contact details of the senior
management and is accessible to them to obtain
information and for enquiries when required.
BEESURATEREEE o BE&FF  LTAREERNERK
REERELER

Directors are entitled to Yes
have access to Board 4
papers and related
materials.
EEARENESS R IARE

Ab.3

Board papers and minutes are made available for
inspection by the directors and Board committee
members. Where queries are raised by directors,
the Company shall respond as promptly and fully as
possible.
ErgXARERRRIHESEREEREENEEH - NES
REEH  ADRBENELRTRELFROE

BBER (BR) ARAR —ZTLFFRI(N



B. REMUNERATION OF DIRECTORS AND SENIOR  B. EZKaSHREEASEHM
MANAGEMENT

B.1 The level and make-up of remuneration and disclosure @k FEEES ZRKE

Code no.  Code provisions Alignment Remarks

<FRIZRSR PRI BRELT AF

B.1.1 Issuers should establish Yes
remuneration committee, )

majority of which shall
be independent non-
executive directors.

BITAERRIGTMESES AP
BEENEBABUFHITE

%0
B.1.2 Remuneration committee Yes
should consult chairman A48

and/or CEO about
proposals relating to
remuneration of other
executive directors.

FNZEERMEMBTESZ
HeREEAERR/RITHE

HeER o
B.1.3 Terms of reference of the Yes
remuneration committee )
should include B.1.3 of the Please refer to the section below.
Code Provision in the CG LSBT o
Code.

FHZEECHESERARED
ETRIET FRIRCEEB.3M% -

B.1.4 Remuneration committee Yes
should make available 448
its terms of reference
explaining its role and the
authority delegated to it by
the board.

FNZESRAREAREEE -
THREAGREEZERT
R o

B.15 Remuneration committee Yes
should be provided with A4
sufficient resources to
discharge its duties.
FHNZESRERMTEZERN
FEITEE -
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A remuneration committee of the Group had
been formed in 22nd August 2005. There are four
remuneration committee members currently,
namely Mr. FAN Yan Hok, Philip, Mr. CHUNG Cho
Yee, Mico, Mr. CHENG Yuk Wo and Mr. Albert
Thomas DA ROSA, Junior of which three are INEDs.

The role and authorities of the remuneration
committee, including those set out in B.1.3 of the
Code Provision in the CG Code, were clearly set out
in its terms of reference which are available at the
Company’s website and on request. Pursuant to its
terms of reference, the remuneration committee
was provided with sufficient resources to discharge
its duties, including obtaining independent
professional advice in appropriate circumstances as
and when deem necessary.

During the year ended 31st December 2007, the
remuneration committee held three meetings in
which over 50% remuneration committee members
attended. The remuneration committee had, among
others, reviewed the remuneration of the executive
and non-executive directors of the Company
and approved performance-based remuneration
by reference to corporate goals and objectives
resolved by the Board and/or the management
from time to time. The Remuneration Committee,
after reviewing all relevant remuneration data
and market conditions as well as the performance
of individuals and the profitability of the Group,
and consulting the CEQ, shall consider and make
recommendation to the Board for approval of the
remuneration packages for executive directors
and senior management. Executive Directors do
not participate in the determination of their own
remuneration.

AEEFHESERN_"STAENA+-HAR - HTHEESEA
HENERE  ARIATCHREL  EBRELE  BHENLERES
BrE AR =2RBVFANTES

FMEESScAGRESN  BRELETRETFRAMRIERIMRMAE
E CAWENEBESE ZBEEETRAXAREHEMKE
REW - REELRELE  FHESSCRREXTREFUETHER
B OEAESERFERRTERBYEXRER

BE-EZRLET-A=t-RLFE FHEESSBEIT=RE
& TEBYEFMEESRELE - FHESSZ (APEHE)RRE
ARRPTRFFNTESHH - AMALLZESER EEET
RRAZLXEBRREREE 2 RAHBHH - EH—NEBH
WEE - mR - EARBRAKERFESD  LHEATRARZER
% FHEESSREZENOESISFEHES  UHAERTESKESR
BEABZHMGE - HTESMESWBTERERS 2HH -

BBER (ER) BRAR —ZTLFFR(33



C. ACCOUNTABILITY AND AUDIT C. BEREXZ

C.1 Financial Reporting &} &3

Code no.  Code provisions Alignment  Remarks
FRIRS SFRIRX BRER  HE
C.1.1 Management should Yes

provide information to A4

the Board to enable the
Board to make informed
assessment of financial
situation.

EREREONESESRMER B
BEEFRH MR RELMNE

AT o
C.1.2 Directors should Yes
acknowledge responsibility a4

for preparing accounts,
on a going concern basis
and there should be a
statement by auditors
about their reporting
responsibilities in the
auditors’ report on the
financial statements. The
corporate governance
report should contain

sufficient information Please refer to the section below.
to enable investors to LRI o

understand severity and
significance of matters at
hand.

EEREMESECEEERR
REZER  SREBMERNHT
BRR 2 ZHMBREARNRRER
EHEBH  CEERBREEEE
RREN  BEREEBBEN

ERCBRERBERE -
C13 Board should present Yes
a balanced, clear a4

and understandahble
assessment including in
the reports to regulators
and to information required
to be disclosed pursuant to
statutory requirements.
EEERNBEEAEZHER
BREBEZHRERATHREZESR
mo 2IRF B RS RER
Z7HE
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Management shall provide explanation and
information to the Board so as to enable the Board
to make an informed assessment of the financial
and other information put before the Board for
approval.

The directors of the Company acknowledged their
responsibility for preparation of financial statements
which give a true and fair view of the Group's state
of affairs of the results and cashflow for the year.
In preparing the financial statements for the year
ended 31st December 2007, the directors have:

(i) approved the adoption of all applicable Hong
Kong Financial Reporting Standards which are
issued by the Hong Kong Institute of Certified
Public Accountants;

(i) selected and applied consistently appropriate
accounting policies;

(iii) made judgments and estimates that are
prudent and reasonable; and

(iv) prepared the financial statements on the going
concern basis.

The Board recognizes the importance of good
corporate governance and transparency and its
accountability to shareholders, it shall present a
balanced, clear and understandable assessment
to annual and interim reports, other price-sensitive
announcements and other financial disclosures
of the Group as required under the Listing Rules,
and reports to regulators as well as to information
required to be disclosed pursuant to statutory
requirements. The Company has announced its
annual and interim results before the prescribed
period of four months after the financial year and
three months after the end of first six months of the
financial year respectively as required by the Listing
Rules.

EEEANESTSRHABREYN  AEESETNEHLESS
R - BB R A A ERE L A

ARREBERRE2EL  ARREBLATRRAEBEFAE
BRRRBEREZHBERE -NERBE-ZRLF+=A
=T-BLEFEZBBRERE 220

i) HERKNEBESHAASRAAEBRETBUKERS

b2

(i) PREREFEASEISTHER,

(i) fEHBFERSGEZ ARG K

(iv) BSESEEERUIBHRE -

ESENERFLXER BRERHURRBMEEREEZ &
ETERNFERTHERS - HttBEBERESRER 2 2 HER
BETRAREATHRE2ARELMMBES  BEEAERZ
HeE o UARBEEAIREATREZENN  REQT  BHIR
SRER 2 E - ARNEERRETRAZRE - 2 BIRFHF
ERNEARMBFEENERERR=EA 2EEHEA - 2
MEFERPHES -
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C.2 Internal controls pyipgss:

Codeno.  Code provisions Alignment Remarks

PRI SFRIRSC BRELT B

C.2.1 Directors should at Yes Please refer to the section below.
least annually review a8 LRI o

effectiveness of internal
control by the Group and
state so in corporate
governance report.
EZEBRSEFRFAEEART
B WAGEEERE
HIREIER o

Internal control environment

The Group has had in place an integrated framework
of internal controls which is consistent with the
Committee of Sponsoring Organisations of the Treadway
Commission’s (“COS0") framework. Under the
framework, the management is primarily responsible for
the design, implementation and maintenance of internal
controls while the Board and its audit committee
oversee the actions of the management and monitor
the effectiveness of the controls that have been put in
place. The framework and activities taken are illustrated
below:

Framework area Activities taken

AR

AN E B B % 3 B2 Committee of Sponsoring Organisations of the Treadway
Commission ([ COSO NAEZR — Bz ATPEEIZARE 048 - RIEZERE B
BEETZEERNEZECHE BRERERS MEZSREBERZEE
SHEEEEEEB THREECRINEEHIE 2R - 2EHB
RETERE 2 Bt AT

g FrERER 2 i
Control Environment e Management takes a hands-on approach and is fully committed to
ELIRIRIE set the controls environment ensuring that individuals are controls

conscious

e The Board has set up relevant committees to ensure regulations are
complied with and internal controls are carried out properly

* A code of conduct exists to guide individuals integrity and ethic in
daily operations

e Management closely monitors the organization structure and the
responsibilities of individuals granting appropriate authorities for them
to handle assigned tasks

* Performance evaluations and recruitment procedures are available to
ensure individuals are competent

° EEERBZA

BORUEERRE  BREADABERSRE

* EZECRUMHEZESS  UERZERASGUET MABEREUZENT
* REERTER BENATERREETZHERERRET gl

* EERRIEEA

BEBREAEE FHEERE UWEREERK2THE

* RERFTMERBRRER  UEREHALRRER
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Framework area

Activities taken

RigEE FrERER 2 fE e
Risk Assessment e Management has established clear strategic direction and business
B ET A objectives

Formal risk assessment involving the Board and the top management
has been conducted to identify and analyse key risks associated with
achieving the Group’s objectives which forms the basis for determining
key control activities

ERERBAEMNERRELER

ExefsfEEE2REARRTME  RERITREBEEESEENIZRAR
femiEAR L EEBEZTENER

Control Activities
ey y)

Policies/procedures on key control activities are established to ensure
management directives are carried out

Ranges of activities including approvals, authorization, verifications,
recommendations, performance reviews, asset security and
segregation of duties are identified and implemented
HERBTEEREHCBE BF  UEREEE ZIETEUMT
HAIREY—RYTE  EREE R BE KE - ER RRENR  EERER

BEED

Information and Communication
BERRER

Pertinent information is identified, captured, processed and reported
Access to internal and external general information is available
Management maintains an open-door policy to allow communication
taking place both across and vertically though the organization

HAl - HEE -~ RIE R ERARBIE R

MERRHRIR—RER

EEBASLREE  UATESRNETRAREDER

Monitoring

Management closely monitors daily operations and the related
controls

Internal audit function, the Internal Control and Risk Management
Department (“ICRM”), with adequate resources and well qualified staff
conducts annual internal controls review on major operating units and
projects

External audit function ensures financial reporting and the related
controls are proper and effective

External tax advisor is hired to ensure proper tax treatment and
compliance on tax regulations

External legal advisor and internal company secretary function
ensures the compliance of regulations, standards and listing rules
ERERERAREEREHER
BERMEEREE 2 AHEZERREBERHM ((RBELR])  ARZEERREER
FET  BEEAIEEEENRIER 2ABERIER
IMEREMERUBERR EEEZBREREN

ZEIMNERBER  URRHESEREZERBIHBRM
HNEERBERRABARANE  BREFEBR - EAR EHRE

BEER (BR) BRAR —ZTLEFR (¥



Risk assessment and management

The Group conducted a risk assessment in 2007
following an annual update plan. The entire management
team has been involved to assume responsibilities
and evaluate the effectiveness of the Group’s internal
control systems.

Under the COSO framework, management identified
difference in the objects of the Group from last year
assessment exercise and defined the related risk
categories impacting those objectives. Four risk
categories were considered: business, operational,
financial and compliance.

A systematic “top-down” approach was adopted to
identify, source and evaluate individual risks and the
interrelationships between risks in the key areas under
those four categories, to which high priorities and
resources were given. Evaluation sheet were given to
all members of the management team for ranking the
significance and likelihood of the key risks. Mitigation
strategies and plans with respect to each key risk
identified were planned and put into action, which
included establishing or enhancing internal controls and
procedures.

Control processes
The Board establishes and maintains a sound internal
control system through the following major processes:

(i) Systems and procedures are in place to identify
and measure risks on an ongoing basis. Senior
management reviews and defines the annual risk
assessment process and monitor the progress of
risk mitigation plans.

(ii) An organization structure with defined lines of
responsibility and delegation of authority is devised.

(iii) The Board reviews its strategic plans and objectives
on an annual basis.

(iv) Financial performance is analysed against budget
with variances being accounted for and appropriate
actions are taken to rectify deficiencies.

(v) Having aware the fact that all systems of internal
control can only provide reasonable but not absolute
assurance, the ICRM are required to evaluate the
adequacy and effectiveness of major controls over
principal operations independently. Full access
to the all data and every operation of the Group
is granted to the ICRM. A risk-based approach is
adopted which concentrates on areas of significant
risks or where significant changes have occurred.
Major findings and recommendations, if any, are
reported to the Board and the audit committee after
each review.
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Annual internal control assessment

The Board is responsible for the Group’s system of
internal controls and for reviewing its effectiveness.
The ICRM conducts reviews of the effectiveness of the
Group's system of internal controls, including those of
its subsidiaries. The Board and the Audit Committee
reviews the findings and opinion of the ICRM in the
effectiveness after such reviews.

In respect of the year ended 31st December 2007, the
Board considered the internal controls system effective
and adequate.

Price-sensitive information

With respect to procedures and internal controls for
the handling and dissemination of price-sensitive
information, the Group has performed the following
actions:

(i) Management and relevant personnel are made
aware of the Group’s obligations under the Listing
Rules and the overriding principle that information
which is expected to be price-sensitive and/or the
subject of a major decision should be announced
immediately.

(ii) Management and relevant personnel are required
to conduct the Group’s affairs with close regard
to the “Guide on Disclosure of Price-sensitive
Information” issued by the Hong Kong Stock
Exchange in 2002.

(iii) Members of the Group’s top management are
identified and authorised to act as the Group’s
spokespersons and respond to external enquiries.

FEREPE R

ESSREAREABEETERETHNEE - ANEERESA
EERAMBARNAMEZEFE 2 HEE - EEERERZEENE
TEEEER  BRAANERMNRARER -

RBE-ZTLET-AZt-HLEEMS  ESFERH - FER
HEZHEBAURES

REREERBEHERES
H - ARECHRET 5T -

FENPRENZEFRABEERES

() EEEREBASCEERAKREARLTRATZEEREER
8 MREEENESYERENSRBENR RYBERERR
ERNEH -

(i) EEEREBAEFRTERBUIAN ST _FEMH 2l REH
RERMERS | LETAKEZEH

i) F7EECEESREEERE  TRERSETAEEESA
MBI EINRIZR -
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C.3 Audit committee E%ZEE2e

Code no.  Code provisions Alignment Remarks

SFRIRSE SFRIRX BRES  fEF

C.3.1 Minutes of audit committee Yes Pursuant to its terms of reference, minutes of audit
should be kept and sent to ) committee were kept and sent to all its committee
all members for comment members within reasonable time.
and records within RELBESE CHEERZEGCERRE  YCREERE
reasonable time. AEREEEESEHE -

BREEGCERRBRETE
7o UYREEREARERZER
B UHHERRERRTCH o

C.3.2 A former partner of the Yes The current audit committee members are not former
issuer’s audit firm should A8 partner of the Company’s existing auditing firm.
not act as a member of the ERZEERINEYNFADAREREASHAZATEBA
audit committee.

BOAGBAEEMZAEER
ATEHEEREEERE o

C.3.3 The terms of reference of Yes The terms of reference of the audit committee, which
audit committee should 438 have included the role and authority delegated to it by
include terms set out the Board together with C.3.3 of the Code Provision,
pursuant to C.3.3 of the are available at the Group’s website and on request.
Code Provision in the CG ERZEGCHENECRERARESEHRATHS  ERATA
Code. WRILECIIMRFTETIE - IR AT R B KR EREE
ERZESCHEHERESRE
8 <F BIE T <F BI{GR 3258 C.3.30%

o

C.3.4 Audit committee should Yes Please refer to the section above.
make available its terms of A48 EL S )
reference.

BEREEERLABEARBESDE -

C.35 Disclosure of any Yes The audit committee recommended and the Board

disagreement between a8 agreed that the Company shall re-appoint PwC to be
board and audit committee the Company’s auditors and the recommendation will
on selection, appointment, be put forward for the approval of shareholders at the
resignation or dismissal forthcoming AGM.
of external auditors. ERZESRERETERE A DAKBEERELRAKESHE
The issuer should state ERMBARTGREMN  MEBZRABRRERRRBEASREMH
recommendation and BREEHLAE o
reasons for difference
in view in corporate
governance report.
EESHERZEERME &
£ BERERNEREMAE
ZEMDEERBTHE 817
ANEECEERRENTIPER
EAREREEZEH -

C.3.6 Sufficient resources Yes Pursuant to its terms of reference, the audit committee
should be provided to &R should be provided with sufficient resources, including

the audit committee to
discharge its duties.
ENEZEERERMZZERN
EITHBE -
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The Group established an audit committee with
written terms of reference 22nd August 2005.
There are four current audit committee members,
namely, Mr. CHUNG Cho Yee , Mico, Mr. CHENG
Yuk Wo, Mr. Albert Thomas DA ROSA, Junior and
Mr. FAN Yan Hok, Philip, of which three are INEDs
and at least one of whom possess the appropriate
professional qualifications or accounting or related
financial management expertise as required under
Rule 3.10(2) of the Listing Rules.

The audit committee is responsible for, inter
alia, reviewing and monitoring the relationship
between the Company and its auditors, reviewing
of the financial information of the Company and
overseeing the Company’s financial controls,
internal control and risk management systems. The
audit committee members have met with external
and internal auditors and discussed the general
scope of the audit works and reviewed the audit
reports and the interim and annual accounts of
the Group. During the year, the audit committee
met privately with the external auditors, without
the presence of the executive directors of the
Company, to discuss matters or issues arising from
the audit and any other matters the external auditor
may wish to raise.

There were two audit committee meetings during
the year ended 31st December 2007 and the CEO,
the CFO, other members of the senior management
team and the external auditors of the Company
shall be invited, as and when necessary, to join
the discussion of the audit committee meetings.
Particulars of the Board committee members’
individual attendance and other details of the
meetings were set out above in this report. The
following is a summary of works performed by the
audit committee during the year:

AEER-ZTRFENA-T AR ARESES 2 ERZE
g -BERZEERANEME  DHRERELLE  BHANSL
£ BEASERECERLE  HAZARBUFITES 5
METRAENMRZRE - BEPHRD - ABBEBEXRER
FETRREN B ERAE -

ERZEEAR(HT R EHRERR QAT RARHME 2 H
% BHARRAZHBERREEA DA 2 MHER - AMEE
REBERHE BEREEERECEMNER ABLHMEHE -
TR RBER T - REERFHARE 2 FRBRERPHEF
EHE - £R 0 BERESEENEALTHTESTESBREN
BREMATEE  UwERS|I B2 SRS BER IMNEZ
ARERH 2 R H AT

BE-ZZLF+ZA=+T-ALEE  BREEEBETMR
g% MOTBAR - UHRE  SREEBEMMERALFIN
BUBARNAREENSRALEERZEEERYSENR - &
SZEEHEMERHERR 2 HERER 2 EMHE - BRAR
HHEG - UTABERZEERFAMET TEZHME

BBER (BER) ARAR —ZTLEFR (M



(i) review of the Group’s final and interim
results statements and the related result
announcements and documents prior to Board
approval;

(i) review of the development in accounting
standards and its effects on the Group;

(iii) review of external auditor’s audit plan and
its nature and scope, the external auditors’
reports and the letter of representation hy the
Company and other matters or issues raised by
the external auditors;

(iv) review of the risk management assessment
report by the external consultants and their
recommendations;

(v) review of, and with recommendation to the
Board, the adoption of the policy on provision
of audit and non-audit services by external
auditors and the semiannual summary of audit
and non-audit services by external auditors;

(vi) review of the independence of the external
auditors and approval of its engagement letters
and audit fee;

(vii) review of, and with recommendation to the
Board, the foreign currency and treasury policy
of the Group; and

(viijreview of internal audit reports by the
ICRM Department in respect of the Group's
internal control system and procedures, its
effectiveness and the regular updates on key
risk areas of financial control.

All issues raised by the audit committee were
addressed and/or dealt with by the senior
management of the Company and the work, findings
and recommendations of the audit committee were
reported to the Board from time to time. During
the year ended 31st December 2007, no issues
brought to the attention of senior management and
the Board was of sufficient importance to require
disclosure in the annual report under the Listing
Rules.

During the year ended 31st December 2007, the fees
paid to PricewaterhouseCoopers, the Company’s
external auditor amounted to approximately HK$4.6
million, comprising the audit fees of HK$4.1 million
and non-audit fees of HK$0.5 million respectively.
The non-audit services consist mainly of tax
advisory services and review of the Group’s interim
financial information in 2007.
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D. DELEGATION BY THE BOARD D. ESFERE

D.1 Management functions &2 E > 4

Code no.  Code provisions Alignment Remarks
SFRIRSE SFRIFS BRER R
D.1.1 Board must give clear Yes

directions as to powers of )

management, particularly
on delegation to
management and matters
required prior approval
from the board.

ESSANERENRMBME Please refer to the section below.
o BRHIRREEERERESE HBHTY o
SRS ESEHEZSE -
D.1.2 Company should formalize Yes
functions reserved to 448

the board and functions
delegated to management.
AAEREREREZEREZ
BEERREEEE 2B

The management, consisting of the Executive EEE(EBEALAHTES)ERIAMSRITHAE  BEEETHE
Directors of the Company along with other TEEERMZBERLFMA -ESETOEEBREEERTHE
senior executives, shall be responsible for the & BEFERSHEUAER  GERETERZARN ETEAATZAE
implementation of the strategy and direction as &Z HTEEREREGAVSHEERRHAEERERELZ
adopted by the Board from time to time. The Board #¥%X%E - ARZRERURELTHELRE o

also delegates management and administrative

functions to the management for their conduct

of the day-to-day operations of the Company,

effectively, legally and ethically. Executive Directors

and management executives meet monthly to

review and performance of the businesses of

various business units of the Group as a whole, co-

ordinate overall resources and make financial and

operation decision.
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D.2 Board committees £=Z£g¢

Codeno.  Code provisions Alignment Remarks
SFRIZREE PRI BRET A&
D.2.1 Board committees should Yes
have clear terms of 448
reference to enable such
committees to discharge
their functions properly.
EEESeEaEHBENE - Please refer to terms of reference of the audit
NSRS e T EETRE o committee, remuneration committee and nomination
committee of the Company.
D.2.2 Terms of reference of  Yes  samrpwpzas FHzZesRRcEse BERE -
board committees should A48

require such committees
to report their decisions to
the board.
EXZEe v HREERREZ
ZZEENESTERINE o

E. COMMUNICATION WITH SHAREHOLDERS

E.1 Effective communication 5%&E

Code no.  Code provisions Alignment Remarks

SFRIRR SFRIRX ERER B

E.11 A separate resolution at a Yes Separate resolutions are proposed at the AGM on
general meeting on each a8 each substantially separate issue, including election of
substantially separate individual directors.
issue should be proposed ERSERARELBENBRZEE  RERBEXSREBL
by the chairman of that RER > EPEFEEERNES -
meeting.

BRRASEFEHREBERARE
LEERBERZEE  #ZAE
BEEBTRER -

E.1.2 Chairman of the board Please  The chairman of the Board did not attend the annual
should attend AGM and referto general meeting of the Group as he had another
arrange for chairmen of remarks business engagement but the Chairmen of the relevant
audit, remuneration and %2/ committee were available to answer question at the

nomination committees to
attend and be available to
answer questions.
EESXIRELERRBER
g UTHER  FHRREEZ
BECIRHEZAE  BRE
BRE LEIZIRR -
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Investor relations

The Group is committed to fostering productive
and long-term relationships with shareholders and
investors through open and prompt communication.
Various channels have been established to facilitate
transparency. Key information on the Group, which is
continuously updated, annual reports and webcasts of
results presentations are available on our corporate
website www.hkcholdings.com. In addition to the AGM
in which shareholders can put questions to directors
about the Group’s performance, press and analysts’
conferences are held at least twice a year subsequent
to the interim and final results announcements. At
these conferences, the management team explains the
Group’s business performance and future direction.
The Group also seeks opportunities to communicate
its strategies to investors and the public through active
participation at investors’ conferences, regular meetings
with fund managers and potential investors, as well as
through press interviews and timely press releases.

The market capitalization of the Company as at 31st
December 2007, the last trading day in 2007, was
HK$18,319,684,163.38 (issued share capital : 8,215,105,006
shares at closing market price :HK$2.23), and there is
sufficient public float of more than 25% of the Company's
issued shares.

Shareholders’ Rights

Shareholders are encouraged to attend the annual
general meetings for which at least 21 days’ notice is
given. All shareholders have statutory rights to call for
special general meeting and put forward agenda items
for consideration by shareholders. The Chairman and/
or Directors are available to answer questions on the
Group’s businesses at the meetings.

To foster effective communications with shareholders
and investors, the Company is committed to providing
clear and full performance information of the
Group in its annual report, interim report and press
releases. In addition to dispatching circulars, notices,
financial reports to shareholders, the Company also
disseminates information relating to the Group and
its business electronically through its website at
www.hkcholdings.com.

REEBF

FEEFHERLABRNGER  EREARBREATHLEERRZR
BEF WEEBYTRESE  UWESEHE - AEEREEHZEE
BB FREPBLEZHR2FEE 0 19R 2 A H 5 www.hkeholdings.com
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E.2 Voting by poll zRgin =%k

Codeno.  Code provisions Alignment Remarks

PRI SFRIRSC BRELT B

E.2.1 Chairman of the meeting Yes The procedures for demanding a poll by the
should disclose in circular eyl shareholders were incorporated in the circular for
procedures and rights to each event.
demand a poll. BEERUZRBRAESRFRZRFEARRESHTIRZBR
AEITREEBRBEEERUEZ K
REREFANRAZEFRE
o

E.2.2 Chairman should count and Yes The chairman of the Meeting had duly performed
indicate level of proxies =) the E.2.2 and E.2.3 of the Code Provisions in the
lodged on each resolution, shareholders meeting. The share registrar of the
and the balance for and Company, was present to assist and ensure the votes
against the resolution. were properly counted.
IFREHERELRERBERRE EEEIRCHRRASERBTTARIEE22RELIFZHRE
REERFRZKF  UREBHER ARRZBRPDBFECEEEAS  URBREREHUELE
REZRER 2L

E.2.3 Chairman should explain Yes
procedures for demanding 448

and conducting a poll at
the commencement of
meeting.
ITRERAERREHREERR
ETRRERERRZER ©
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Beyond the Code

With a view to continuously improve its corporate
governance, transparency and accountability to its
shareholders, the Company goes beyond the Code
Provisions in the following aspects:—

(i) the Company has arranged appropriate liability
insurance cover, which is reviewed on an annual
basis, for liahilities arising out of activities from
being directors of the Group;

(i) the Group established a nomination committee
on 22nd August 2005, in which two-third of its
committee members are INEDs. The terms of
reference of nomination committee adopted by the
Board dealt clearly with the Board committee’s
authority and duties and incorporated all the duties
set out in A.4.5 (a) to (d) of the recommended best
practices in the CG Code. The terms of reference
of the nomination committee with its role and
authority delegated by the Board is made available
on the Company’s website. Pursuant to its terms
of reference, the nomination committee should be
provided with sufficient resources;

(iii) disclosure on division of responsibility between the
Board and management is set out in the section A —
Directors of the corporate governance report.

FRIASNEE
REERELXER  BRERHHRRZEEN - XOTEEHEH
SRR - RUTERBTREER

(i) ARACHAKREESRERIDELCEAREGBELR
B YEHEEH

(i) ZEER-ZERFNAZTZARIREZES REHF=S
“RABUFHITES - ETERMCRAZECHEAERES
ZEECRARBERNES UCMALEFRZEZRER
REALSQ)Z(FRET 2 FIERE - REZEE CBEEEER
HABRESERT BN  RALIRETHER - RIEEE
BEE REZEEHRERUEHER

i) EFSREEEREN I 2RERANCEERREAL -ES
B o
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from left to right: Mr. Tang Sau Wai, Tom (Executive Director), Mr. Chan Kwok Fong, Joseph (Executive Director), Mr. Tsang Sai Chung, Kirk (Executive Director),
Mr. Oei Kang. Eric (Executive Director), Mr. Chen Libo (Executive Director), Mr. Ng Chi Man, Michael (Executive Director)

MEZEA  BFE (HITES) - RES FTES)

CBAL (BTES)  EE (BTES) - RUOR (BUTES) - REX (BTES)

DIRECTORS AND MANAGEMENT EXECUTIVES

ESRITHEEAR

MR. OEI TJIE GOAN

(Chairman and Non-executive Director)

A director of the Group since April 2004, 63-year old. Mr.
Oei was a graduate of the Mathematics & Dynamics
Department of Beijing University where he majored in
Computational Mathematics. Involved in Asia’s pulp
and paper, finance, banking, property and agricultural
industries since 1974, Mr. Qei sits on the board of two
listed companies in Indonesia: PT. Indah Kiat Pulp &
Paper Thk. and PT. Pabrik Kertas Tjiwi Kimia Thk. Mr.
Oei is the father of Mr. OEIl Kang, Eric, an executive
director and the Chairman of the Steering Committee of
the Company.
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MR. LI XUEMING

(Deputy Chairman and Non-executive Director)

A director of the Group since March 1999, 60-year old.
Mr. Li holds a Bachelor's Degree in Industrial Automation
from Tsinghua University. Mr. Li was formerly the Vice-
president of China Aerospace International Holdings Ltd.
Mr. Li is also currently an executive director and Deputy
General Manager of China Everbright Group Limited
and China Everbright Holdings Company Limited. Mr. Li
is the Chairman of Shanghai Everbright Convention and
Exhibition Center Co., Ltd. and Vice-chairman of China
Everbright Investment Management Corporation. Mr.
Li is also an executive director and Vice-chairman of
China Everbright International Limited, a publicly listed
company in Hong Kong.

MR. XU ZHENG

(Deputy Chairman and Non-executive Director)

A director of the Group since April 2004, 47-year old. Mr.
Xu holds a Master’'s Degree in Business Administration.
A Senior Engineer (Professor Grade) in China, Mr.
Xu was formerly the Assistant Manager and Deputy
Manager of Shanghai No. 2 Construction Co., Ltd. He
has also served as Assistant to the General Manager,
Deputy Chief Engineer and Deputy General Manager of
Shanghai Construction (Group) General Corporation, and
as General Manager of Shanghai Construction Co., Ltd.
Mr. Xu is currently an executive director and General
Manager of Shanghai Construction (Group) General
Corporation and Chairman of Shanghai Construction Co.,
Ltd.

MR. OEI KANG, ERIC

(Executive Director)

A director of the Group since April 2004, 37-year old. Mr.
Oei also holds several directorships in other members
of the Group. Mr. Qei is the sole director and the sole
shareholder of Creator Holdings Limited (“Creator”), the
controlling shareholder of the Company. Mr. Oei was
educated in the USA and obtained a Bachelor's Degree
in Economics (with a minor in Electrical Engineering),
and a Master’s Degree in Business Administration.
Earlier in his career, Mr. Oei worked with Peregrine
Securities Ltd. and PCCW in Hong Kong, the LG Group
in Seoul and McKinsey & Co. in Los Angeles, USA. Mr.
Oei was appointed as the Chairman of the Steering
Committee of the Group since February 2008. Mr. Qei is
a son of Mr. OEI Tjie Goan, the Chairman of the Group.
Mr. QOei currently is the Chairman and Chief Executive
Officer of J.I.C. Technology Company Limited, the shares
of which are listed on the Main Board of the Stock
Exchange.

FEWEE

(BIEFERIFITES)

ZERTERFATE  B-NMNNEZAE-EHAEAEEESH
B FRERAEEARBIXABLBLEN - TREBEMABR
EREEERARESE  AATEAXAKN(EE)AQTRFELAE
BERDRAHNTESHRELLKE - o RALBERERPUER
ARESRNPEAAREEBELAREESR - FTRETABTELT
RRFEXRERERARZITESRAEEF -

BRIEEE
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B REABAEIBEERTIEN  YAPESRIREM(HER -
WEELBLE_BRETRARZHELERELE - LBRT(R
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BE YR EBRTIRODBRARZIERE -

L%
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BERETRAEEEMKEARAHAEESEY - EXEDERQATER
BRRAZEEEERAR(TAE) 2 —FERE—BRFR - HREE
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Toll Road of Guilin, Guangxi

MR. CHEN LIBO

(Executive Director)

A director of the Group since September 1997, 58-year
old. Mr. Chen also serves on the boards of several
other members of the Group. A graduate of China’s
Northeastern University of Finance (formerly the
Liaoning Institute of Finance), Mr. Chen is a respected
authority on finance and corporate affairs in China.
Before joining the Group, Mr. Chen served as a Vice-
President of the Pudong branch of China Construction
Bank. Mr. Chen was appointed as the Chief Executive
Officer of the Group since February 2008. Mr. Chen
currently is the Vice-chairman and Executive Director of
J.I.C. Technology Company Limited, the shares of which
are listed on the Main Board of the Stock Exchange.

MR. NG CHI MAN, MICHAEL

(Executive Director)

A director of the Group since June 2007, 49-year old.
Mr. Ng is a fellow member of the Hong Kong Institute
of Certified Public Accountants and a member of the
American Institute of Certified Public Accountants. He
holds a Master’'s degree in Business Administration
from St. John's University in New York.
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MR. TSANG SAI CHUNG, KIRK

(Executive Director)

A director of the Group since April 2004, 44-year old.
Mr. Tsang also serves as a director of several other
members of the Group. Mr. Tsang graduated from The
University of Hong Kong with a Bachelor’'s Degree of
Arts and also holds a Postgraduate Certificate in Laws
from the same university. A qualified solicitor in Hong
Kong, he has more than 10 years’ experience in private
practice and as an in-house counsel for various listed
companies. Mr. Tsang was appointed as the Company
Secretary and Legal Counsel of the Group since April
2004. Mr. Tsang was also appointed as the Chief
Operation Officer of the Group since February 2008. Mr.
Tsang currently is the Legal Counsel of Creator and an
Executive Director and Company Secretary of J.I.C.
Technology Company Limited, the shares of which are
listed on the Main Board of the Stock Exchange.

MR. CHAN KWOK FONG, JOSEPH

(Executive Director)

A director of the Group since June 2007, 48-year old.
Mr. Chan also serves on the boards of several other
members of the Group. Mr. Chan holds a Bachelor
of Arts degree in Economics from York University in
Canada. He has over 20 years’ solid experience in
banking and finance field. He was appointed as the
Chief Financial Officer of the Group since August 2006.
Mr. Chen currently is an Executive Director of J.I.C.
Technology Company Limited, the shares of which are
listed on the Main Board of the Stock Exchange.

MR. TANG SAU WAI, TOM

(Executive Director)

A director of the Group since April 2004, 50-year old.
Mr. Tang also sits on the boards of several other
members of the Group. A graduate of the University of
Saskatchewan, Saskatoon, Canada, Mr. Tang holds
a B.Sc. (Civil Engineering) and is both a Chartered
Engineer and a Registered Professional Engineer
(Civil, Geotechnical). His other qualifications include
memberships of The Institution of Civil Engineers (MICE)
and the Hong Kong Institution of Engineers (MIHKIE). He
joined the Group in August 2000 and was appointed as
the Chief Technical Officer of the Group since February
2008. Before joining the Group, Mr. Tang worked with
the Hip Hing Construction Group for 20 years. During his
time with the Hip Hing Construction Group, he served
as a Consulting Geotechnical Engineer of Paul Tong &
Associates from 1980 to 1988 and as a director of Vibro
(H.K.) Ltd., a civil engineering contractor specialising in
foundations, from 1988 to 2000.
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Heilongjiang Wind Power Station

MS. TERESA YEN

(Non-executive Director)

A director of the Group since October 2007, 38-year
old. Ms. Yen is a Senior Advisor to Cerberus Asia
Capital Management, LLC. (“Cerberus”), a substantial
shareholder of the Company. In her capacity as
Senior Advisor, Ms. Yen is responsible for advising the
Cerberus group on all of its investments in the Greater
China region, including the PRC, Hong Kong and Taiwan.
Moreover, Ms. Yen brings particular expertise to real
estate and real estate related transactions. Prior to
joining Cerberus, she was part of the KPMG real estate
consulting practice where she managed real estate
consulting engagements involving United States,
Japan, Korea and Taiwan, and worked extensively in
the distressed debt market in Japan between 1999 and
2001. She also has corporate and real estate banking
background from her earlier career with Sumitomo
Bank, Long-Term Credit Bank of Japan and Heller
Financial. Ms. Yen received her undergraduate degree
from University of California at Berkeley and her master
degree in business administration from University of
Southern California, Marshall School of Business.

MR. WAN MING SUN

(Non-executive Director)

A director of the Group since February 2008, 34-year old.
Mr. Wan holds a Bachelor of Arts degree in Economics
from lllinois Wesleyan University in U.S.A. Mr. Wan is a
Senior Equity Analyst for Penta Investment Advisers Ltd.
(“Penta”), a substantial shareholder of the Company.
He has over 10-years investment experience. Prior to
joining Penta, Mr. Wan worked for UBS AG, Hong Kong
as a Director of Sales Trading and was responsible
for trading Asian equities and generating investment
ideas for clients. Asiamoney’s annual poll named Mr.
Wan The Best Regional Sales Trader in 2003. Mr. Wan's
knowledge of the real estate sector is extensive.
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MR. LIU GUOLIN

(Non-executive Director)

A director of the Group since July 2001, 57-year old.
Mr. Liu is a graduate of Shanghai University of Finance
& Economics where he majored in Infrastructure
Financing. A Senior Accountant, Mr. Liu currently serves
as a director and General Accountant of Shanghai
Construction (Group) General Corporation and is also
the Vice President of Shanghai Construction Co., Ltd. His
career to date includes extensive experience in finance
and corporate matters.

MR. FAN YAN HOK, PHILIP

(Non-executive Director)

A director of the Group since November 1999, 58-year
old. Mr. Fan is presently an executive director and
general manager of China Everbright International
Limited, a Hong Kong listed company. Prior to joining
China Everbright International Limited, Mr. Fan had
been an executive director of CITIC Pacific Limited
in charge of industrial projects in the PRC. His main
academic qualifications include a Bachelor's Degree
in Industrial Engineering and a Master’s Degree in
Operations Research from Stanford University, together
with a Master's Degree in Management Science from
Massachusetts Institute of Technology.

MR. CHUNG CHO YEE, MICO

(Independent non-executive Director)

A director of the Group since April 2004, 47-year old Mr.
Chung graduated from the University College, University
of London, England with a Law Degree in 1983. After
qualifying as a solicitor in Hong Kong in 1986, Mr. Chung
spent 2 years working with the commercial department
of a local law firm. He subsequently joined the corporate
finance department of Standard Chartered Asia Ltd.,
the investment banking arm of Standard Chartered
Bank, in 1988. In 1990, Mr. Chung became a director and
General Manager of Bond Corporation International
Ltd., leaving to join China Strategic Holdings Ltd in 1992.
In March 1999, he joined the Pacific Century Group as
executive director with responsibility for the group's
merger and acquisition activities. Mr. Chung is currently
an executive director of PCCW Ltd. He also serves as a
non-executive director of Capital Strategic Investment
Ltd. and an independent non-executive director of E2-
Capital (Holdings) Ltd. and Pacific Century Insurance
Holdings Ltd. All four of these companies are listed on
the Stock Exchange.
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MR. CHENG YUK WO

(Independent non-executive Director)

A director of the Group since July 2004, 47-year old. Mr.
Cheng holds a Master of Science Degree in Economics,
Accounting and Finance and a Bachelor of Arts (Hons.)
Degree in Accounting. He is a fellow of the Institute of
Chartered Accountants in England and Wales and the
Hong Kong Institute of Certified Public Accountants,
and a member of the Institute of Chartered Accountants
of Ontario. His career includes more than 20 years’
accounting and corporate advisory services expertise in
several listed companies in Hong Kong. The co-founder
of a Hong Kong merchant banking firm, Mr. Cheng is the
proprietor of a certified public accountancy practice
in Hong Kong. Mr. Cheng is currently an independent
non-executive director of Capital Strategic Investment
Limited, South China Land Limited, GFT Holdings Limited,
Goldbond Group Holdings Limited, Chia Tai Enterprises
International Limited and Chong Hing Bank Limited and a
non-executive director of Henry Group Holdings Limited,
all being Hong Kong listed companies.

MR. ALBERT THOMAS DA ROSA, JUNIOR
(Independent non-executive Director)

A director of the Group since September 2004, 54-year
old. Mr. da Rosa holds both Bachelor’'s and Master’s
Law Degrees from the University of Hong Kong. He was
qualified as a solicitor in Hong Kong in 1980. He currently
is a practicing solicitor and a partner of Messrs. Cheung,
Tong & Rosa, Solicitors, Hong Kong. Mr. da Rosa is also
a fellow of the Chartered Institute of Arbitrators and
a member of the Hong Kong Securities Institute. He is
a non-executive director (formerly independent non-
executive director, redesignated on 30th September
2004) of TCL Multimedia Technology Holdings Limited
(formerly known as TCL International Holdings Limited
before 25th February 2005) and the company secretary
of Y.T. Realty Group Limited and Yugang International
Limited, all of which are companies listed on the Stock
Exchange. He also serves as a member of the Solicitors
Disciplinary Tribunal Panel, as a member of the
Academic and Accreditation Advisory Committee of the
Securities and Futures Commission and as a member of
the Panel of the Board of Review (Inland Revenue).
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REPORT OF THE DIRECTORS
EEERES

The Directors submit their annual report together with
the audited financial statements for the year ended 31st
December 2007.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company are construction,
property development and investment, infrastructure
and alternative energy investment. The activities of the
principal subsidiaries are set out in pages 193 to 198 of
the financial statements.

An analysis of the Group’s performance for the year hy
geographical and business segments is set out in note 5
to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year are set out in the
consolidated income statement on page 77.

The Directors recommend the payment of final and
special dividends of totalling HK3.5 cents per ordinary
share, totally HK$283.7 million in respect of the year
ended 31st December 2007. Subject to shareholders’
approval at the forthcoming 2008 annual general meeting
of the Company to be held on 27th May 2008 ("AGM"), the
proposed final and special dividends will be paid on or
around 2nd June 2008 to shareholders who are on the
Register of Members of the Company on 27th May 2008.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and
equipment of the Group and the Company are set out in
note 18 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the
Company during the year are set out in note 33 to the
financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December
2007, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amount to HK$334.6
million.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Bye-laws of the Company (“Bye-Laws”) and there is
no restriction against such rights under the laws of
Bermuda.
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DIRECTORS
The Directors during the year and at the date of this
report were:

*  QEl Tjie Goan (Chairman)
*  WANG Jun (Honorary Chairman)
(resigned on 17th April 2008)
* LI Xueming (Deputy Chairman)
* XU Zheng (Deputy Chairman)
#  QEl Kang, Eric
#  CHEN Libo
# NG Chi Man, Michael (appointed on 1st June 2007)
#  TSANG Sai Chung, Kirk
#  CHAN Kwok Fong, Joseph
(appointed on 29th June 2007)
#  TANG Sau Wai, Tom
#  CHENG Sum Hing, Sam (resigned on 29th June 2007)
*  YEN Teresa (appointed on 3rd October 2007)
*  WAN Ming Sun (appointed on 1st February 2008)
*  LIU Guolin
*  FAN Yan Hok, Philip
@ CHUNG Cho Yee, Mico
@ CHENG Yuk Wo
@

Albert Thomas DA ROSA, Junior

# Executive Director
* Non-executive Director
@  Independent Non-executive Director

The Company has received the annual confirmation of
independence from all the Independent Non-executive
Directors pursuant to rule 3.13 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and considers that all of them continue to
be independent.

At the AGM, Mr. LI Xueming, Mr. CHEN Libo, Mr. FAN
Yan Hok, Philip, Mr. CHENG Yuk Wo and Mr. Albert
Thomas DA ROSA, Junior will retire from office by
rotation in accordance with Bye-law 87(1) and being
eligible, will offer themselves for re-election to serve
for another term. Further, Mr. NG Chi Man, Michael, Mr.
CHAN Kwok Fong, Joseph and Mr. WAN Ming Sun who
were newly appointed by the Board on 1st June 2007,
29th June 2007 and 1st February 2008 respectively, will
also retire from office in accordance with Bye-law 86(2)
and will offer themselves for re-election for another term
at the AGM, except for Mr. NG Chi Man, Michael who
had tendered his resignation as an executive director of
the Company with effect from 15th June 2008 and thus
would not offer himself for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors offering themselves for re-election
at the AGM has a service contract with the Company
which is not determinable by the Company within one
year without payment of compensation, other than
statutory compensation.
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SHARE OPTION SCHEME

BRER S

The Company’s existing share option scheme (“Option AATAR=ZZEAEAA T ARNREBRET 2 ([BRET
Scheme”) was adopted on 16th June 2006. A summary &) - ZEBREERPMNT ¢
of the Option Scheme is set out below:—

Option Scheme
BBREE

Purpose
B

To recruit and retain high caliber Eligible Persons (as defined below) and attract
human resources that are valuable to the Group or any entity in which any
member of the Group holds an equity interest (“Invested Entity”)
EERBREESZEERAL(ERR T RRSIHAEBSE TEMKE D AFERAER 2 EWA
BER(REBRDEEEZANER

To recognise the significant contributions of the Eligible Persons to the growth
of the Group or Invested Entity by rewarding them with opportunities to obtain
ownership interest in the Company

FERMUBERCERALTIEARNAZHEEELR  BARSHARERREER 2ERMEL 2
BEARER

To further motivate and to give incentives to these Eligible Persons to continue to
contribute to the long term success and prosperity of the Group or Invested Entity
E—SRBREBZESERATHERTEERREERCRERDEL R

Eligible Persons
RERAL

Any employee (whether full time or part time), senior executive or officer,
manager, director or consultant of any members of the Group or any Invested
Entity who have contributed or will contribute to the growth and development of
the Group or any Invested Entity

BRI EH AR IREER 2 ERRERFHEMZAREETEAREARHREE
BZ2HARBIES SRTHASIIEAS - KB - S5y
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SHARE OPTION SCHEME (continued) MRS 2 (E)

Option Scheme
AR El

Total number of shares
available for issue under

the Option Scheme and
percentage of the issued share
capital
REBREFITHBT2RINE
2 URMEEBITREZE A

821,279,383 shares and representing approximately 10% of the issued share
capital as at 31st December 2007
RZZEELFE+=A=+—H45821,279,3831 - HETHITRA10%

Maximum entitlement of each
Eligible Person
ERERATZRSESE

In any 12-month period, the total number of shares of the Company issued and to
be issued upon exercise of the options granted under the Option Scheme or any
other scheme (if any) adopted by the Company must not exceed:

WEM+=EAERE » TERBBRENSISAA RN TAEMTE(NE) ERLBREND

(a) 1% of the issued share capital (excluding substantial shareholders and
independent non-executive directors, or any of their respective associates
(as defined in the Listing Rules)) unless otherwise approved by the
shareholders of the Company

(a) BETRA(FERTIERRRBIUFITESIAMRESEAZHEAL(ERRELTR
1)) » AR T RR S THEE BRI

(b) 0.1% of the issued share capital and an aggregate value (based on the
closing price of the shares of the Company at the date of grant) of HK$5 Million
(for substantial shareholders and independent non-executive directors or
any of their respective associates (as defined in the Listing Rules))

(b) BEITRA0N%KIRER B A DT RAD U T E 5 2 421550000008 T (FEERR KB LHF
HITESYIAMKEREZHEAL(ERRLTRANTE)

The Period within which the
shares must be taken
BRBRA 2 HE

Not earlier then the date on which the option is granted or deemed to be granted
and not more than 10 years from the date of grant
TERRBRERTHEHRIRERTAY  URERTABNEATSBETF

The minimum period for which
an option must be held
HEBREZ REHR

The Option Scheme does not contain any provision which specify such minimum
period but such period may be specified by the Directors
BRETSUESEEARGTAERSEDS - SRR TR ESIT
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SHARE OPTION SCHEME (continued) BB PR REET 2 (/)

Option Scheme
ERAE A

The amount payable on

application or acceptance

of the option and the period

within which payments or

calls must or may be made

or loans for such purposes

must be repaid
FREABRECENESEURY

B AREAREBANTRERLER

ER 2R

Payment of HK$1.00 within 28 business days from the date of offer
BREAMBT T N\EEEBAXZAMA1.008T

The basis of determining the
subscription price of an option
EEBREIRECEE

The highest of:
UTHEE :

(a) the closing price of the shares on the Stock Exchange on the date of grant;
(a) RN BEEBR P2 KWHE |

(b) the average closing prices of the shares on the Stock Exchange for 5
business days immediately preceding the date of grant; and
() ROBENRLARALEEXAEBEIMFTIRHE &k

(c) the nominal value of a share on the date of grant
(c) WEBHZRHEE

The remaining life
BT FH

Until 15th June 2016
BEE-ZE-R"EXATARAL
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SHARE OPTION SCHEME (continued)
At 31st December 2007, details of the share options

granted under the Option Scheme are as follows:

Director

]
OF Kang, Erc

]

Nature of
interest

EitE

Personal
fiA

Family (Note)
FHH)

Personal
fiA

Number of

options

outstanding at
Tst January 2007

NoEEtE
-B-BAAE
ZEREZE

562,500

$37,500

562,500

837,500

400,000

6,500,000

200000

Number of
options
cancelled/
lapsed during
the year

RER
8/ %02
RRERE

Number of
options
exercised
during
the year

RER
iz
Rl

Number of
options
outstanding
at st
December 2007
HERLE
TZRZ1-H
Kk
BhEge

<

0

0,

537,500

52,500

537,500

4,000,000

6,500,000

2500000

Note: The family interest of Mr. OEl represents an interest in 1,500,000 underly
Shares in respect of options granted by the Company to his wife, Mrs.

OEl.
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BRRERTE (4

&)

R-ZZEF+ZA=T—-R  REBRESERTzBREFBN

T

Date of grant

udi

15th December 2006
ZETNETCATER

15th December 2006
ZEZAETCATER

15th December 2006
ZEEAETIRTER

15th December 2006
CEERETCATEA

15th December 2006
ZZERETATER

15th December 2006
ZEZERETATER

15th December 2006
ZEZNETCATER

Options granted
during the year

RER
R RRE

Exercise period

=0
bood
2

15th December 2007 to

14th December 2016
il
“E-RETZATRA

15th December 2008 to

14th December 2016
“EEN\ETZATEAZ
ZE-RETZATRA

15th December 2007 to

14th December 2016
“ERtETIATERS
ZE-RETCETREA

15th December 2008 to

14th December 2016
ZEE)\ETATEAZ
ZE-RETZATRA

15th December 2007 to

14th December 2016
- 2 il
ZE-RETZATRA

15th December 2008 to

14th December 2016
“EEN\EToATERE
“E-RETZATER

15th December 2009 to

14th December 2016
“EENETOATEAE
“E-RETZATRA

Exercise price
per share

SRR

141

14]

14

14

142

142

142

Closing price
per share
mmediately
before the
date of grant
2ERERE
L A&
SRS
24

141

141

141

141

141

141

141

Mt : BERECRERRERARRTHRETEACBREREZ
1,500,000 A A AR 745 o



SHARE OPTION SCHEME (continued)

Number of

Number of options

opions~~~ canceled/

Nature of outstanding at  lapsed during

interest Tt January 2007 the year

HoERLE RER

-B-BAGR  HB/RMe

BanE ZEhiEEE EhEae

NG Chi Man, Michag! Personal - -
REX fiA

TSANG Sai Chung, ~ Personal 3,000,000 -
Kirk A

LS
5,000,000 -

Number of
options
exercised
during
the year

NER
fife2
By

Number of
options
Outstanding
at st
December 2007
HoBRLE
+2B=1-F
i
BhESE

3330000

3330000

3340000

3000000

5000000

BB PR REET 2l (4

&)

Date of grant

REng

Tth June 2007
ZEELERALA

Tth June 2007
ZRRLEAALE

Tth June 2007
ZERLERALH

15th December 2006
ZEERETCRTER

15th December 2006
CESRETCATER

Options granted
during the year

RER
R BhE

3330000

3330000

3340000

Exercise period

frfes

Tth June 20080
6th June 2017
“EENEAATRE
ZZ-ERARA

Tth Jung 2009 to
6ith June 2017
ZEENERALAE
ZE-tERAAR

Tt Jung 201010
6ith June 2017
“E-EERALAZ
E-tERARE

15th December 2007 to

14th December 2016
“EECETCATRAE
= gl

15th December 2008 to

14th December 2016
“EEN\ETATEAR
ZE-RETZATRR

Exercise price
per share

SRfikR

1948

1948

1948

142

142

Closing price
per share
immediately
before the
date of grant
PRHERE
Rt B8
SRk
2UnE

1948

1948

1948

141

141
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SHARE OPTION SCHEME (continued)

Nature of
interest
EaitE
CHAN Kwok Fong,  Personal
Joseph fiA
RER

TANG Sau Wai, Tom - Personal
¥3E fBA

CHENG Sum Hing,  Personal
Sam(resigned @A
on 29 Jung 2007)

978 (W33t
AAZTNERE)

it
4

Numberof ~ Numberof  Numberof

Number of options options options
options~~~ canceled/ exercised  outstanding
outstanding at ~~ [apsed during during at3lst
Tt January 2007 the year the year  December 2007
R-2RLE

HoEEtE HER RER T2A=1-B
-B-BAAE /RN iz AL
ZERiEEE b EhEas EhEas
1,000,000 - - 1,000,000
1,500,000 - - 1,500,000
2500000 - - 250,000
3,600,000 - - 3,600,000
5900000 - - 590,000
1,500,000 - - 1,500,000
180,000 - - 1,800,000
3,000,000 - - 3,000,000
4,800,000 - - 54,800,000
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BRRESTE (4

&)

Date of grant

udil

15th December 2006
ZEZERETATER

15th December 2006
ZE2ERETZATER

15th December 2006
ZETNETCATER

15th December 2006
ZEZAETCATER

15th December 2006
ZEEAETCATER

15th December 2006
CEERETCATER

15th December 2006
ZEZERETATER

15th December 2006
ZE2ERETATER

Options granted
during the year

RER
RiBRE

10000000

Exercise period

frfes

15th December 2007 to

14th December 2016
“ESLETCATRRE
ZE-RETZATRA

15th December 2008 to

14th December 2016
“EEN\EToATERE
“E-RETZATER

15th December 2009to

14th December 2016
“EENETCATEAE
“E-RETZATRA

15th December 2007 to

14th December 2016
“EELETIATEAS
“E-rETZATEA

15th December 2008 to

14th December 2016
“EE\ETZATEAZ
E-RETCETEA

15th December 2009to

14th December 2016
“EENETIATERE
ZE-RETZATRA

15th December 2007 to

14th December 2016
- il
ZE-RETZATRA

15th December 2008 to

14th December 2016
“EEN\EToATERE
“E-RETZATEA

Exercise price
per sharg

SRfikE

142

142

142

14]

14

14

142

142

Closing price
per share
mmediately
before the
date of grant
SRNERE
=]
vl
ZUmE

141

141

141

141

141

141

141

141



SHARE OPTION SCHEME (continued)

Nature of
interest
EakE

Employes and

other participants

EERAMSEAL

TOTAL

&it

Numberof ~ Numberof ~ Numberof

Number of options options aptions
options cancelled) exercised ~ outstanding
outstandingat ~ [apsed during during at3lst
Tt January 2007 the year theyear  December 2007
HIEELE

H-BBLE RER RER tZA=t-R
-R-RAGE /RN fikz AL
ZERiEER EhEaA EhEas Bhesa
23300000 - 2200000 21,100,000
36,550,000 - - 36,550,000
34,250,000 - - 34250000

- - - 5,000,000

- - - 1,800,000

- - - 250,000

- - - 2,700,000

- - - 2500000

- - - 4,500,000

94,100,000 - 2200000 110,300,000

Date of grant

i

15th December 2006
ZE2ERETZATER

15th December 2006
ZEERETATER

15th December 2006
“EERETZATER

3rd July 2007
TEELELACH

3rd July 2007
TERtELAZH

3rd July 2007
“EEtELRCR

3rd July 2007
TERLELAZH

3rd July 2007
“EELELACR

3rd July 2007
TERLELAZH

RIS 2l (E)

Options granted
during the year

RER
R BRE

5000000

1,800,000

2500000

2700000

2500000

4500000

16,000,000

Exercise price

Exereise period per share

8 BROEE
15th December 2007 to 14
14th December 2016

CRREETCATERE
ZR-rETZATER

15th December 2008 to 14
14th December 2016

“EENETZATEAR

E-RETCETRA

15th December 2009 to 14
14th December 2016

“EENETCATERE

ZE-RETZATRA

15th December 2007 to 23
Ind July 2017
“EStETCRTERE
“2-tELACR

3rd July 200810 23
Ind July 207
“2EN\E1AzAE
ZE-tEtACA

15th December 2008 to 13
Ind July 2017
“EEN\EToRTERE
e 2

3rd July 200910 13
Ind July 207
“ERNFLAAE
ZR-tEtACH

15th December 2009to 13
nd July 207
“EENETCATERE
ZE-tEEACE

3rd July 20010 23
Ind July 207
“E-RELAcRE
“E-tELACR

Closing price
per share
immediately
before the
date of grant
2ERERE
R RS
B
2

141

141

141

237

23

237

23

23

237
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DIRECTORS' INTERESTS

At 31st December 2007, the interests and short positions
of the Directors and Chief Executive of the Company
in the shares, underlying shares and debentures of
the Company and its associated corporations (within
the meaning of the Securities and Futures Ordinance
(the “SFO0")) which (a) are required to be notified to the
Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and
short positions which are taken or deemed to have
under such provisions of the SF0); or (b) were recorded
in the register required to be kept under Section 352
of the SFO; or (c) were required to be notified to the
Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed
Companies in the Listing Rules were as follows:

Interests of the Directors in shares and underlying
shares of the Company:

EEER

RIBZLF+ZAZ+T -0 EEERARAXTETRAERER
AREEARREE(EERFSRPERD) NRE - HEROKE
SHER(RERSFNBERAEXVEBETRFDBANELRAR
Rz BB RAR (BRERERES KNSRI LERERSREFE
A2RBERKR)  RbBERESRBERAEBUFREFENE
BB RAR  R)RELTRANFEH EMATDESETES
XENBEFARERNSAAARBI A EERARAT

EENARARDRAEBERN 2B

Approximate
percentage of
existing issued

Approximate
percentage of
existing issued

Number of Shares  share capital of Number of Shares  share capital of
Name of Director Nature of interest (long Position) the Company (short position) the Company
EARTRE ERAFARE
RHER BRTRA RHEE EBRITRA
E3png BHEME (#2) BABAL (%=) BABAL
OEl Kang, Eric Personal 191,440,410" 2.330% - -
=R fEA
Corporate 3,213,607,0012 39.849% - -
A7
Joint 1,786,735° 0.022% - -
#E
Family 1,500,000+ 0.018% - -
Rk
CHEN Libo Personal 85,064,394¢° 1.035% - -
[c3val] A
NG Chi Man, Michael Personal 10,582,6938 0.129% - -
REX BA
TSANG Sai Chung, Kirk Personal 9,983,749 0.122% - -
gas A
CHAN Kwok Fong, Joseph Personal 5,000,000¢ 0.061% - -
BB BA
TANG Sau Wai, Tom Personal 11,127,982 0.135% - -
B A
Family 181,73710 0.002%
EY 3
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DIRECTORS" INTERESTS (continued)

Notes:

The personal interest of Mr. OEl represents an interest in 172,673,100
Shares, an interest in 17,267,310 underlying Shares in respect of
warrants issued by the Company and an interest in 1,500,000 underlying
Shares in respect of options granted by the Company as stated above.

The corporate interest of Mr. OEl represents an interest in 2,784,432,448
Shares and an interest in 278,443,244 underlying Shares in respect
of warrants issued by the Company held by Creator Holdings Limited
(“Creator”), a company wholly-owned by Mr. OEl, and an interest in
191,573,918 Shares and an interest in 19,157,391 underlying Shares in
respect of warrants issued by the Company held by Genesis Capital
Group Limited (“Genesis”), a company owned as to 50% by Mr. OEl and
as to the remaining 50% by his wife, Mrs. OEIl Valonia Lau (“Mrs. OEI").

The joint interest of Mr. OEl represents an interest in 1,624,305 Shares
and an interest in 162,430 underlying Shares in respect of warrants
issued by the Company jointly held with his wife, Mrs. OEL.

The family interest of Mr. OEIl represents an interest in 1,500,000
underlying Shares in respect of options granted by the Company to
Mrs. OEL

The personal interest of Mr. CHEN represents an interest in 65,513,086
Shares, an interest in 6,551,308 underlying Shares in respect of
warrants issued by the Company and an interest in 13,000,000
underlying Shares in respect of options granted by the Company as
stated above.

The personal interest of Mr. NG represents an interest in 529,721
Shares, an interest in 52,972 underlying Shares in respect of warrants
issued by the Company and an interest in 10,000,000 underlying Shares
in respect of options granted by the Company as stated above.

The personal interest of Mr. TSANG represents an interest in 1,803,409
Shares, an interest in 180,340 underlying Shares in respect of warrants
issued by the Company and an interest in 8,000,000 underlying Shares
in respect of options granted by the Company as stated above.

EE 20 )
GER

1. BRAEZEAEZERMIL673100RBRHG 2 EH - BAQATMBITIAR
ERBRE 17,6730 EEROESZR EXAQFAMREERESE 2
1,500,0008% 1B BE AR 1D 2% ©

2. ERECATEZERNLINANMBRRD 2 ES BAQNTFRETA
HEAL2EREAZEEERAT(AEZ)BE2RAREEZERZ
278,443,244 % B BA R D HERS » MA TR 191,573 918 R IR 17 2 3% ~ AT
B TERERAERBZEFIELT(EA)EAEE0DER 24
EEERAT(ERDFE 2R RHER 219,157,391 IR BRI D #E % o

3. EALEZHEERIEN 624 305D 2 R - MR EADTRETER
EEREE 216200 EER M ER > IEROBFEEESIEALEE
ﬁ o

4 EREZFEESEANERTEAZBRESE21,50000REERHD

=

sz

>

Bi

o

5. BRGEHE 2B AREZIE655130860 0% (7 2 % - AN BRI B TRRE
BB 26551 308RBERMDES - URE LA RAREBRES
8 213,000,000 A% AERE AR D 425 o

6. REEZBABZENNINRKM 2B - BARQRAREITIRER
Bz R ARER MR - URE E XA Q R MR HERERE
210,000,000A% AR BEAR 1 1B 2 o

7. B4 Z{EAEZRIEN,8034090 I 1D 2 % AN T FTBITRRES
BR2180, 340 AR IR D % - AR EE E AT A D RIFT R KBRS
828,000,008 EBE AR D HERS ©
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DIRECTORS’ INTERESTS (continued)

Notes:

8. The personal interest of Mr. CHAN represents an interest in 5,000,000
underlying Shares in respect of options granted by the Company as
stated above.

9. The personal interest of Mr. TANG represents an interest in 116,348
Shares, an interest in 11,634 underlying Shares in respect of warrants
issued by the Company and an interest in 11,000,000 underlying Shares
in respect of options granted by the Company as stated above.

10.  The family interest of Mr. TANG represents an interest in 165,216
Shares and an interest in 16,521 underlying Shares in respect of
warrants issued by the Company held by his wife.

Save as disclosed above, as at 31st December 2007,
none of the Directors or chief executive of the Company
held any interest or short position in the shares,
underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of
Part XV of the SFO) which were required to be notified
to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they were taken or
deemed to have under such provisions of the SFO) or
were required, pursuant to section 352 of the SFO, to
be entered in the register referred to therein or were
required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers of the Listing
Rules, to be notified to the Company and the Stock
Exchange.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

As at 31st December 2007, according to the register of
interests kept by the Company under section 336 of the
SFO and so far as was known to the Directors and chief
executive of the Company, the following persons (other
than a Director or chief executive of the Company) had
an interest or short position in the Shares and underlying
Shares which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or, who were, directly or indirectly, interested
in 10% or more of the nominal value of any class of
share capital (including any option in respect of such
capital) carrying rights to vote in all circumstances at
general meetings of any other member of the Group:
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Interests and short positions in Shares:

Name of Shareholder

ER&H

Mrs. OFI
X

Creator
£l

Stephen A. FEINBERG

Cerberus Institutional
Associates, L.L.C.
(“Cerberus”)

Promontoria Europe
[nvestments XII LDC

Promontoria Holding
Cooperatie UA.

Penta Investment
Advisers Limited
(“Penta”)

John ZWAANSTRA

Mercurius GP LLC

Penta Asia Fund, Ltd.

Todd ZWAANSTRA

Nature of interest

Personal

fAA
Corporate
27

Joint

%5
Family
e

Beneficial owner
BEREEA

Corporate
A

Corporate
1F

Corporate
27

Corporate
A

Investment manager
RELRE

Corporate
A

Founderofa
discretionary trust
EREESAHRA

Corporate
27

Trustee
A

Number of Shares
(long position)

RGEA
(#8)

1,500,000
210,731,309
1,786,735°

3,254,316,102¢

3,062,875,692°

1,569,511,900

1,569,511,9006

1,569,511,900

1,569,511,900

1482,125,339

1482,125,339

750,736,603

750,736,603

750,736,603

RRBzEBRKA

Approximate
percentage of existing
issued share capital
of the Company
BERAARE
BEIRA

R

0.018%
2.565%
0.022%

39.614%

31.283%

19.105%

19.105%

19.105%

19.105%

18.041%

18.041%

9.138%

9.138%

9.138%

Number of Shares
(short position)

BUiE

(##8)

Approximate
percentage of existing
issued share capital
of the Company
EEARRE
BRARA

BRES
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SUBSTANTIAL SHAREHOLDERS' INTERESTS (continued)

Notes:

1. The personal interest of Mrs. OEl represents an interest in 1,500,000
underlying Shares in respect of options granted by the Company to her.

2. The corporate interest of Mrs. OEl represents the Shares and
underlying Shares in respect of warrants issued by the Company held
by Genesis, a company owned as to 50% by Mrs. OEl and as to the
remaining 50% by her husband, Mr. OEI.

3. The joint interest of Mrs. OEl represents the Shares and underlying
Shares in respect of warrants issued by the Company jointly held with
her husbhand, Mr. OEI.

4, The family interest of Mrs. OEl represents an interest in 2,784,432,448
Shares and an interest in 278,443,244 underlying Shares in respect
of warrants issued by the Company held by Creator, an interest in
172,673,100 Shares and an interest in 17,267,310 underlying Shares in
respect of warrants issued by the Company held by Mr. OEl, and an
interest in 1,500,000 underlying Shares in respect of options granted by
the Company to Mr. OEI.

5. The beneficial interest of Creator includes an interest in 2,784,432,448
Shares and an interest in 278,443,244 underlying Shares in respect of
warrants issued by the Company. Mr. OEl is a director of Creator.

6. The beneficial interest of Cerberus includes an interest in 1,426,829,000
Shares and an interest in 142,682,900 underlying Shares in respect of
warrants issued by the Company held by certain funds of Cerberus
which are managed by Penta on a discretionary basis.

1. The investment manager interest of Penta includes an interest in
1,347,976,586 Shares and an interest in 134,148,753 underlying Shares
in respect of warrants issued by the Company held by certain funds of
Cerberus which are managed by Penta on a discretionary basis.
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CONTINUING CONNECTED TRANSACTION
Details of the continuing connected transaction are set
out in note 41(h) to the financial statements.

(1) Opinion from the Independent non-executive
directors on the continuing connected transaction

Pursuant to Rule 14A.37 of the Listing Rules,
the Independent non-executive directors of the
Company have reviewed the continuing connected
transaction as set out in note 41(h) to the financial
statements and confirmed that the transaction has
been entered into:

(a) in the ordinary and usual course of the
business of the Group;

(b) on terms no less favourable to the Group than
terms available from independent third parties;
and

(c) in accordance with the relevant agreement
governing it on terms that are fair and
reasonable and in the interests of the
shareholders of the Company as a whole.

(2) Report from the auditors on the continuing
connected transaction

For the purpose of Rule 14A.38 of the Listing Rules,
PricewaterhouseCoopers, the auditors of the
Company, have performed certain agreed-upon
procedures on the above continuing connected
transaction and reported that the transaction
entered into:

(a) was approved by the Board of Directors of the
Company;

(b) has been entered into in accordance with the
relevant agreement governing the transaction;
and

(c) has not exceeded the annual caps stated in the
relevant announcement.

EVENTS AFTER BALANCE SHEET DATE

Details of the events after balance sheet date are
disclosed in Note 43 to the consolidated financial
statements.

DIRECTORS’ INTERESTS IN CONTRACTS

Other than the service contracts, there is no contracts
of significance in relation to which the Company or its
subsidiaries was a party and in which a Director had a
material interest subsisted at the end of the year or at
any time during the year.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

Mr. OEl Tjie Goan is the chairman and a director of PT.
Sinar Mas, a company together with its subsidiaries,
associates, including Asia Pulp & Paper Company,
Ltd., and its holding companies (if any) (the “Sinar Mas
Group”) are engaged in, among other things, general
trading and, property development and investment.
One of the business activities of the Sinar Mas Group is
property development and investment in the PRC.

Save as disclosed above, Mr. OEI Tjie Goan is not
interested in any business which competes or is likely to
compete, either directly or indirectly, with the business
of the Group.

Mr. OEIl Kang, Eric, a member of the Oei family and a son
of Mr. OEI Tjie Goan, does not have any directorship in
the Sinar Mas Group.

Mr. LI Xueming is a director of China Everbright Holdings
Company Limited and Mr. FAN Yan Hok, Philip is a
director of China Everbright International Limited, both
companies are members of the China Everbright Group.
One of its business activities is property development/
infrastructure project investment.

Mr. LIU Guolin and Mr. XU Zheng are directors and
senior management in Shanghai Construction (Group)
General Corporation (together with its subsidiaries,
associates and holding companies (if any), the
“Shanghai Construction Group”) which is a former
substantial Shareholder (as defined in Part XV of the
SFO) as well as a sub-contractor and a joint venture
partner for certain construction projects of the Group.
One of its business activities is construction business in
the PRC.

No non-competition undertakings have been obtained
from the abovementioned Directors as they are, by law,
fiduciaries of the Company and are prohibited by law
from placing themselves in a position where their duties
may conflict with their interests.

Having considered that the Company itself has its
own management supervising the daily operation and
making financial and business decisions, the Company
can operate its business independently from the Sinar
Mas Group, China Everbright Group and the Shanghai
Construction Group.

Save as disclosed above, none of the Directors or their
respective associate(s) was interested in any business
which competes or is likely to compete, either directly
or indirectly, with the business of the Group.
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MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of the Group’s purchases and sales for
the year attributable to major suppliers and customers
were as follows:

Purchases

The largest supplier 25.33%
Five largest suppliers 69.61%
Sales

The largest customer 20.93%
Five largest customers 60.94%

None of the Directors, their associated companies or
shareholders, to the knowledge of the Directors, held
any interests in the share capital of the suppliers or
customers noted above.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company had purchased the following ordinary
shares of HK$0.01 each during the financial year:—

Number of
shares Method of
Trading Date purchased purchase
R HE ERERGEE BEARX
16/8/2007 8,858,000 on the Stock Exchange
—EZHHENFTRH B3 A

Save as disclosed above, neither the Company nor any
of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the year.

BORROWINGS
Particulars of borrowings of the Group at 31st December
2007 are set out in note 35 to the financial statements.

FIVE-YEAR FINANCIAL SUMMARY
A five-year financial summary of the results and of the
assets and liabilities of the Group is set out on page 201.
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Aggregate
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per share per share paid
BRENESER  BREVHEER ERRERR
(HKS) (HK$) (HK$)
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1.61 1.59 14,153,884.60
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LIQUIDITY

As of the balance sheet date, the Group’s unpledged
cash and bank deposits were HK$4,416.0 million (2006:
HK$1,062.5 million). The directors anticipate that the
Group will utilize the available cash balances, the
proceeds from its construction contracts and future
sales of properties, rental income and revenue from
alternative energy and infrastructure businesses
together with any new loans which is expected
to be available from the banks to meet its funding
requirements of its major construction contracts and
working capital requirements in both Hong Kong and
China.

PRINCIPAL PROPERTIES
Details of the principal properties of the Group are set
out on page pages 202 to 204.

DONATIONS

During the year, the Group made charitable and other
donations of approximately HK$0.7 million (2006: HK$1.0
million).

RESERVES

Movements in the reserves of the Group and the
Company during the year are set out in note 34 to the
financial statements.

RETIREMENT SCHEMES

The Group operates a Mandatory Provident Fund
Scheme. Particulars of the retirement scheme are set
out in note 11(a) to the financial statements.

CORPORATE GOVERNANCE

In the opinion of the directors, save as disclosed below,
the Company has complied with the code provisions
(the “Code Provision”) set out in the Code on Corporate
Governance Practices (the “CG Code”) contained in
Appendix 14 of the Listing Rules throughout the year
ended 31st December 2007.

Code Provision E.1.2

The Chairman of the Board did not attend the annual
general meeting of the Group as he had another
business engagement but the Chairmen of the relevant
committee were available to answer question at the
shareholders meetings.
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Code Provision A.4.1

Under the Code Provision A.4.1, non-executive directors
should be appointed for a specific term, subject to
re-election. However, the independent non-executive
directors of the Company were not appointed for a
specific term because they are subject to retirement by
rotation and re-election at the annual general meeting
of the Company in accordance with the provisions of the
Company's Bye-laws.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding
Directors’ securities transactions. Specified employees
who are likely to be in possession of unpublished price-
sensitive information of the Group are also subject to
compliance with guidelines on no less exacting terms
than the Model Code. A Code for Securities Dealings by
Employees has also been adopted in this regard.

AUDIT COMMITTEE

The audit committee comprises three independent non-
executive directors and one non-executive director
with written terms of reference in accordance with the
requirements of the Listing Rules, and reports to the
board of directors. The audit committee has reviewed
the Group's annual results for the year of 2007.

REMUNERATION COMMITTEE

The Company established a Remuneration Committee in
2005 with written terms of reference in accordance with
the requirements of the Listing Rules. The Remuneration
Committee comprises three independent non-executive
directors and one non-executive director.

NOMINATION COMMITTEE

The Company established a Nomination Committee in
2005 with written terms of reference in accordance with
the requirements of the Listing Rules. The Nomination
Committee comprises three independent non-executive
directors and one non-executive director.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, it
is confirmed that there is sufficient public float of more
than 25% of the Company’s issued shares as at the latest
practicable date prior to the issue of this annual report.
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AUDITORS D

The financial statements have been audited by ZEWKRERCHERYNAERBREAZBEERKESHMSER
PricewaterhouseCoopers who retire and, being eligible, Fi&#& - EEENZEBERKESTHAEHMARATELERM 2R
offer themselves for re-appointment. A resolution forthe ZBERSHREERRBEAGRE -

reappointment of PricewaterhouseCoopers as auditors

of the Company is to be proposed at the forthcoming

AGM.

On behalf of the board RRESE

OEl Kang, Eric g M

Executive Director HITEE

Hong Kong, 23rd April 2008 &8 “EE/\FWA=-1+=H
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INDEPENDENT AUDITOR’S REPORT

BYZBMRES

PRICEWATERHOUSE(COPERS

T o BR3P A AT

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF HKC (HOLDINGS) LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements
of HKC (Holdings) Limited (the “Company”) set out on
pages 77 to 200, which comprise the consolidated and
company balance sheets as at 31st December 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 person
for the contents of this report.

PricewaterhouseCoopers %f—ilﬁiiiﬁﬁ‘f Rl & 1% FT
22nd Floor, Prince’s Building HHE
Central, Hong Kong j(?ﬁt% Ry
Telephone: (852) 2289 8888 FHG (852) 2289 8888
Facsimile: (852) 28109888  {H# . (852) 2810 9888
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AUDITOR'S RESPONSIBILITY (continued)

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 the Group as at 31st December 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, 23rd April 2008
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CONSOLIDATED INCOME STATEMENT

FERER

Revenue
Cost of sales

Gross profit

Other revenues

Other income
Administrative expenses
Other expenses

Operating profit

Finance income
Finance costs

Finance costs — net
Share of profits less losses of
associated companies
Share of losses less profits of
jointly controlled entities
Gain on disposal of
associated companies
Profit before income tax
Income tax (expense)/credit
Profit for the year
Attributable to:

Equity holders of the Company
Minority interests

Earnings per share for profit

attributable to equity holders of
the Company, expressed in HK cents

per share
Basic
Diluted
Dividends

Interim and special
Proposed final and special
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FOR THE YEAR ENDED 315" DECEMBER 2007

Note
I

~N oo o co o1

w ©

25

26

12

13

14

15

BE_ZStFT-RA=+—-HLFE

2007 2006
ZEELE ZEERE
HK$ Million HK$ Million
BESBTT BERBT
706.1 395.7
(603.4) (316.4)
102.7 79.3
135 10.3
1,097.7 587.1
(278.3) (156.4)
(118.2) (77.7)
817.4 442.6
81.4 9.7
(162.3) (67.0)
(80.9) (57.3)
33.7 116.2
(6.2) 72.8
181.2 -
945.2 574.3
(95.5) 4.0
849.7 578.3
834.6 579.4
15.1 (1.1)
849.7 578.3
15.8 215
15.7 215
543.3 130.6
283.7 288.8
827.0 419.4
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CONSOLIDATED BALANCE SHEET

GREEARRER

ASSETS

Non-current assets

Investment properties

Prepaid land lease payments
Property, plant and equipment
Properties under development
Intangible assets

Derivative financial instruments
Available-for-sale financial assets
Associated companies

Jointly controlled entities
Non-current receivables

Total non-current assets

Current assets

Properties held for sale

Financial assets at fair value
through profit or loss

Trade and other receivables

Restricted cash

Cash and cash equivalents

Total current assets

Total assets
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AS AT 315" DECEMBER 2007
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2007 2006
—gBtE —gEAE
HK$ Million HK$ Million
BEBT EES
2,922.2 2,193.4
2,259.8 224.6
1,701.4 1,108.6
1,358.8 -
62.9 63.3

5.0 8.0

258 4.1
1,014.1 1,111.3
1,0238 363.6
37.0 100.3
10,450.8 5,177.2
71 95.1

933 11.2
978.2 320.3
1,508.9 294.2
4,416.0 1,062.5
7,003.5 1,783.3
17,454.3 6,960.5




EQUITY
Capital and reserves attributable
to equity holders of the Company
Share capital
Reserves
Proposed final and special dividends

Equity attributable to equity holders
of the Company

Minority interests

Total equity

LIABILITIES

Non-current liabilities
Borrowings

Non-current payables
Deferred income tax liabilities
Total non-current liabilities
Current liabilities

Trade and other payables
Borrowings

Current income tax liabilities
Total current liabilities
Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liahilities

OEl Kang, Eric
CHAN Kwok Fong, Joseph
Directors
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2007 2006
—2RtF ZEBEAE
HKS Million HK$ Million
BEBT BEET
82.2 36.5
13,0291 3,578.1
283.7 288.8
13,395.0 3,903.4
(9.6) (63.7)
13,385.4 3,839.7
2,458.1 1,944.6
1127 161.1
4315 18.3
3,002.9 2,124.0
720.6 614.9
330.5 369.9
14.9 12.0
1,066.0 996.8
4,068.9 3,120.8
17,454.3 6,960.5
5931.5 786.5
16,388.3 5,963.7
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BALANCE SHEET
EERER

ASSETS
Non-current asset
Investments in subsidiaries

Current assets

Amounts due from subsidiaries

Financial assets at fair value
through profit or loss

Other receivables

Restricted cash

Cash and cash equivalents

Total current assets

Total assets

EQUITY

Capital and reserves attributable to
equity holders of the Company

Share capital
Reserves

Proposed final and special dividends

Total equity

Current liabilities
Other payables

Total equity and liabilities

OEl Kang, Eric
CHAN Kwok Fong, Joseph
Directors
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AS AT 315" DECEMBER 2007
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2007 2006
—2RtF ZBEAE
HKS Million HK$ Million
BE#BT BEET
150.0 30.4
8,164.0 2,251.7
81.3 -

0.7 0.4

440.8 -
1,933.2 -
10,620.0 2,252.1
10,770.0 2,282.5
82.2 36.5
10,401.0 1,957.2
283.7 288.8
10,766.9 2,282.5
31 -
10,770.0 2,282.5




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GERREER

Balance at 1st January 2006

Currency translation differences
Available-for-sale financial assets:
—changes in fair value

Netincome recognised directly in equity
Profit/(loss) for the year

Total recognised income and expense
for 2006

Employee share option benefits
Payment made in respect of
cancellation of old share option scheme
Issue of new shares
Share premium arising from
issue of shares
Share issue expenses

Movements in equity arising from
capital transactions

2005 final dividend

2006 interim dividend

Change in minority interests arising
from acquisition of a subsidiary

Change in minority interests arising
from acquisition of additional
interests in subsidiaries

Repayment of amounts due from
minority shareholders

Balance at 31st December 2006

Note

R-ZFAE-A-BE&R

EXBEEE
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- ATEED
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FOR THE YEAR ENDED 315" DECEMBER 2007
HE-ZZLFT-A=t-RALHFE

Attributable to
equity holders
of the Minority Total
Company interests equity
ME AREREER
EEZ=PN; 1 SHUBRRER RRER LB
HKS Million HK$ Million HK$ Million
BEER BEER BEET
2,094.3 28.2 21225
86.5 3.1 89.6
15 - 15
88.0 3.1 911
579.4 (1.1) 578.3
667.4 20 669.4
15.0 - 15.0
(5.8) - (5.8)
13.2 - 132
1,379.7 - 1,379.7
(13.4) - (13.4)
1,388.7 - 1,388.7
(116.4) - (116.4)
(130.6) - (130.6)
- (76.0) (76.0)
- (18.8) (18.8)
- 09 0.9
(247.0) (93.9) (340.9)
39034 (63.7) 38397
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 315" DECEMBER 2007
BE-ZTLHE+T-A=1t-HLEE

GERREBR

Balance at 1st January 2007

Currency translation differences
Available-for-sale financial assets:
—changes in fair value

Netincome recognised directly
in equity
Profit for the year

Total recognised income and expense
for 2007

Employee share option benefits

Issue of new shares

Share premium arising from
issue of shares

Exercise of bonus warrants

Exercise of share options

Share issue expenses

Share repurchase

Movements in equity arising
from capital transactions

2006 final dividend
2007 interim dividend
Dividends paid to minority shareholders
Write off minority shareholder receivable
Repayment of amounts due from
minority shareholders
Release of reserves upon
disposal of associated companies
Release of reserves upon further acquisition
of a subsidiary

Balance at 31st December 2007
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Attributable to
equity holders
of the Minority Total
Note Company interests equity
ME AR EREES
AR PYRFER i et
HKS Million HK$ Million HK$ Million
BEEL BEERT BEETL
3,903.4 (63.7) 3,839.7
34 428.6 6.4 435.0
34 02 - 0.2
428.8 6.4 435.2
834.6 15.1 849.7
1,263.4 215 1,284.9
34 36.7 - 36.7
33 458 - 458
34 9,011.7 - 9,011.7
34 02 - 0.2
34 3.1 - 31
34 (55.3) - (55.3)
33834 (14.2) - (14.2)
9,028.0 - 9,028.0
15 (288.8) - (288.8)
15 (543.3) - (543.3)
- (1.1) (1.1)
- 329 329
- 08 08
36.2 - 36.2
(39) - (3.9)
(799.8) 326 (767.2)
13,395.0 (9.6) 13,385.4




CONSOLIDATED CASH FLOW STATEMENT

GERTNRER

Cash flows used in operating activities
Cash used in operations
Income tax paid, net

Net cash used in operating activities

Cash flows from investing activities
Interest received
Purchase of property, plant
and equipment
Purchase of financial assets
at fair value through profit or loss
Purchase of available-for-sale
financial assets
Proceeds from disposal of
Property, plant and equipment
Financial assets at fair value through
profit or loss
Derivative financial instruments
Associated companies
Prepaid lease payments for land
Investment in an associated company
Investment in a jointly controlled entity
Increase in net advances to
associated companies
Decrease in net advances
to jointly controlled entities
Dividend received from an
associated company
Profit distribution from jointly
controlled entities
Purchase of subsidiaries (net of cash
and cash equivalents acquired)
Purchase of additional interests
in subsidiaries
Payment of outstanding cash
consideration for acquisition of
subsidiaries in prior year

Net cash used in investing activities
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FOR THE YEAR ENDED 315" DECEMBER 2007

Note
MEE

42(a)

40

BE-2BLH+-A=

HKS Million

—BLEEE

2006

—EERE
HK$ Million

BEET

(84.1)
(21.7)

(105.8)

0.7

8.3
0.9

(68.1)
(39.0)
(340.2)
(22.6)
197.2
3.5
50.5
(175.2)

(22.0)

(85.6)

(1,054.4)
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CONSOLIDATED CASH FLOW STATEMENT

GERTNER

Cash flows from financing activities

Proceeds from issuance of
ordinary shares

Payment for repurchase of
ordinary shares

Share issue expenses

Repayment of bank and other loans

(net of restricted cash)

Increase in new bank and other loans

Net proceeds from ultimate
holding company

Dividends paid to Company's
shareholders

Dividends paid to minority shareholders

Interest paid

Net cash generated from
financing activities

Net increase in cash and
cash equivalents

Cash and cash equivalents
at 1st January

Exchange gains on cash and
cash equivalents

Cash and cash equivalents
at 31st December
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BE-ZTLHE+T-A=1t-HLEE

2007 2006
e e
HKS Million ~ HKS Million
B AHER
8517.8 668.4
(14.2) -

(55.3) (13.4)
(1.836.7) (569.9)
951.8 1,496.3

- 1613

(289.1) (8.8)

(1.1) -

(253.0) (117.3)
70202 1,616.6
3,245.5 456.4
1,062.5 597.7
108.0 8.4
4,416.0 1,062.5




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M RR M

GENERAL INFORMATION

HKC (Holdings) Limited (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 and its subsidiaries (together
“the Group”) engage in the business of property
development and investment, alternative energy
investment and management, infrastructure and
construction. The Group has construction contracts
and investments mainly in Hong Kong and Mainland
China.

The Company is listed on The Stock Exchange of
Hong Kong Limited.

These consolidated financial statements are
presented in million of units of Hong Kong dollars
("HK dollar”) (HK$ Million), unless otherwise stated.
These consolidated financial statements have been
approved for issue by the Board of Directors on
23rd April 2008.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied 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.

2.1 Basis of preparation
The consolidated financial statements
of HKC (Holdings) Limited have been
prepared in accordance with Hong Kong
Financial Reporting Standards (HKFRS). 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,
financial assets and financial liabilities
(including derivative instruments) at fair value
through profit or loss.

The preparation of consolidated financial
statements in conformity with HKFRS 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(a) Standards, amendment and interpretations

effective in 2007

HKFRS 7, “Financial instruments:
Disclosures”, and the complementary
amendment to HKAS 1, “Presentation
of financial statements — Capital
disclosures”, introduces new disclosures
relating to financial instruments and does
not have any impact on the classification
and valuation of the Group’s financial
instruments, or the disclosures relating to
taxation and trade and other payables.

HK(IFRIC) — Int 8, “Scope of HKFRS 2",
requires consideration of transactions
involving the issuance of equity
instruments, where the identifiable
consideration received is less than the fair
value of the equity instruments issued in
order to establish whether or not they fall
within the scope of HKFRS 2. This standard
does not have any impact on the Group's
financial statements.

HK(IFRIC) — Int 10, “Interim financial
reporting and impairment”, prohibits
the impairment losses recognised in an
interim period on goodwill and investments
in equity instruments and in financial
assets carried at cost to be reversed at
a subsequent balance sheet date. This
standard does not have any impact on the
Group's financial statements.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(b)

(c)

Standards, amendments and
interpretations effective in 2007 but not
relevant

The following standards, amendments and
interpretations to published standards
are mandatory for accounting periods
beginning on or after 1st January 2007
but they are not relevant to the Group's
operations:

HK(IFRIC) — Int 7, “Applying the
restatement approach under HKAS 29,
Financial reporting in hyper-inflationary
economies”;

HK(IFRIC) — Int 9, “Re-assessment of
embedded derivatives”; and

HK(IFRIC) — Int 11, “HKFRS 2 — Group and
treasury share transactions”.

Standards, amendments and
interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group

The following standards, amendments and
interpretations to existing standards have
been published and are mandatory for the
Group’s accounting periods beginning on
or after 1st January 2008 or later periods,
but the Group has not early adopted them:

HKAS 1 (Revised), “Presentation of
Financial Statements” (effective from
1st January 2009). HKAS 1 (Revised)
requires all owner changes in equity
to be presented in a statement of
changes in equity. All comprehensive
income is presented in one statement
of comprehensive income or in two
statements (a separate income statement
and a statement of comprehensive
income). It requires presenting a statement
of financial position as at the beginning
of the earliest comparative period in a
complete set of financial statements when
there are retrospective adjustments or
reclassification adjustments. However,
it does not change the recognition,
measurement or disclosure of specific
transactions and other events required by
other HKFRSs. The Group will apply HKAS
1 (Revised) from 1st January 2009.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A M BRI

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHEEHEZE®@)
POLICIES (continued)
2.1 Basis of preparation (continued) 21 RREE(E)

(c) Standards, amendments and

interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (continued)
HKAS 23 (Amendment), “Borrowing costs”
(effective from 1st January 2009). The
amendment requires an entity to capitalise
borrowing costs directly attributable to
the acquisition, construction or production
of a qualifying asset (one that takes a
substantial period of time to get ready for
use or sale) as part of the cost of that asset.
The option of immediately expensing those
borrowing costs will be removed. Since the
Group chose to capitalise borrowing costs
relating to qualifying assets as described
in Note 2.15, it is not expected to have
any impact on the Group’s consolidated
financial statements.

HKFRS 8, “Operating segments” (effective
from 1st January 2009). HKFRS 8 replaces
HKAS 14 and aligns segment reporting
with the requirements of the US standard
SFAS 131, “Disclosures about segments
of an enterprise and related information”.
The new standard requires a “management
approach”, under which segment
information is presented on the same
basis as that used for internal reporting
purposes. The Group will apply HKFRS 8
from 1st January 2009. The expected
impact is still being assessed in detail by
management, but it appears likely that the
number of reportable segments, as well
as the manner in which the segments are
reported, will change in a manner that
is consistent with the internal reporting
provided to the chief operating decision-
maker. As goodwill is allocated to groups
of cash-generating units based on
segment level, the change will also require
management to reallocate goodwill to
the newly identified operating segments.
Management does not anticipate that this
will result in any material impairment to
the goodwill balance.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(c) Standards, amendments and

interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (continued)
HK(IFRIC) — Int 12, “Service concession
arrangements” (effective from 1st
January 2008). HK(IFRIC) — Int 12 applies
to contractual arrangements whereby a
private sector operator participates in the
development, financing, operation and
maintenance of infrastructure for public
sector services. Management anticipate
that the application of this interpretation
will change the balance sheet presentation
and disclosure of the service concession
arrangements but are still in the process
of assessing the impact on the results
and the financial position of the Group.
This interpretation is applicable to the
Group and the Group will apply it for the
annual periods beginning 1st January 2008
retrospectively.

HKAS 32 and HKAS 1 Amendments
“Puttable Financial Instruments and
Obligations Arising on Liquidation”
# (effective from 1st January 2009). The
amendment requires some puttable
financial instruments and some financial
instruments that impose on the entity an
obligation to deliver to another party a pro
rata share of the net assets of the entity
only on liquidation to be classified as
equity. The Group will apply HKAS 32 and
HKAS 1 Amendments from 1st January
2009, but it is not expected to have any
impact on the Group's consolidated
financial statements.

Equivalent HKFRS has not been published
as of 23rd April 2008
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(c) Standards,

amendments and
interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (continued)
HKAS 27 (Revised) “Consolidated and
Separate Financial Statements” (effective
from annual period beginning on or after 1st
July 2009). The amendment requires non-
controlling interests (i.e. minority interests)
to be presented in the consolidated
statement of financial position within
equity, separately from the equity of the
owners of the parent. Total comprehensive
income must be attributed to the owners
of the parent and to the non-controlling
interests even if this results in the non-
controlling interests having a deficit
balance. Changes in a parent’s ownership
interest in a subsidiary that do not result in
the loss of control are accounted for within
equity. When control of a subsidiary is lost,
the assets and liabilities and related equity
components of the former subsidiary
are derecognised. Any gain or loss is
recognised in profit or loss. Any investment
retained in the former subsidiary is
measured at its fair value at the date when
control is lost. The Group will apply HKAS
27 (Revised) from 1st January 2010.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(c) Standards, amendments and

interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (continued)
HKFRS 3 (Revised) “Business
Combination” (effective for business
combinations with acquisition date on
or after the beginning of the first annual
reporting period beginning on or after
1st July 2009). The amendment may
bring more transactions into acquisition
accounting as combinations by contract
alone and comhbinations of mutual
entities are brought into the scope of the
standard and the definition of a business
has been amended slightly. It now states
that the elements are ‘capable of being
conducted’ rather than "are conducted
and managed'. It requires considerations
(including contingent consideration),
each identifiable asset and liability to be
measured at its acquisition-date fair value,
except leases and insurance contracts,
reacquired right, indemnification assets
as well as some assets and liabilities
required to be measured in accordance
with other HKFRSs. They are income
taxes, employee benefits, share-based
payment and non current assets held for
sale and discontinued operations. Any
non-controlling interest in an acquiree is
measured either at fair value or at the non-
controlling interest’s proportionate share
of the acquiree’s net identifiable assets.
The Group will apply HKFRS 3 (Revised)
from 1st January 2010.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A M BRI

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(c)

(d)

Standards, amendments and
interpretations to existing standards that
are not yet effective and have not been
early adopted by the Group (continued)
HKFRS 2 Amendment “Share-based
Payment Vesting Conditions and
Cancellations” (effective from 1st January
2009). The amendment clarifies the
definition of “vesting conditions” and
specifies the accounting treatment of
“cancellations” by the counterparty to
a share-based payment arrangement.
Vesting conditions are service conditions
(which require a counterparty to complete
a specified period of service) and
performance conditions (which require a
specified period of service and specified
performance targets to be met) only. All
“non-vesting conditions” and vesting
conditions that are market conditions shall
be taken into account when estimating
the fair value of the equity instruments
granted. All cancellations are accounted
for as an acceleration of vesting and
the amount that would otherwise have
been recognised over the remainder
of the vesting period is recognised
immediately. The Group will apply HKFRS
2 Amendment from 1st January 2009, but it
is not expected to have any impact on the
Group’s accounts.

Interpretations to existing standards that
are not yet effective and not relevant for
the Group's operations

The following interpretations to existing
standards have been published and are
mandatory for the Group’s accounting
periods beginning on or after 1st January
2008 or later periods but are not relevant
for the Group's operations:

92 | HKC (HOLDINGS) LIMITED ANNUAL REPORT 2007

2. FEESHBREE®@

21 WREE(H)

(c)

(d)

MARERMAKETERERRANER BT RESR
LRI ()

BERMBHREERER BT URB X AREZE
BRAREEIBE-—EZNF - -RBLEN - BF
BRDRBI BBIRM |2 ERK R T[ E8 UR 15
XNMEZF 2 REE - BRRIHECERBER
HRERRGSE  AERRYT AR -BREERRE
HR% - REUZRRBERERERBLERSEE
REBRE - B kBB KRBTSR 2 BEBIF
o ARFHMEFREEET A ATVERTUZE -
FrEZHEERERNERBE 2EAZAR  RAER
B$THREBHBRI ZRBANNESD - AKEFH-
ZENF-A-RREATEMRHRESENELR (B
i) EEATEHAKERE BREMSE -

MARERAEASEEEERANRBERNRE

ATRELHRAERANEE  AREEAR-TEN
- A -HRZERBNS T HERRZBERER
o BREASEEEERH



2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

(d) Interpretations to existing standards that

are not yet effective and not relevant for
the Group's operations (continued)
HK(IFRIC) — Int 13, “Customer loyalty
programmes” (effective from 1st July
2008). HK(IRFIC) — Int 13 clarifies that
where goods or services are sold together
with a customer loyalty incentive (for
example, loyalty points or free products),
the arrangement is a multiple-element
arrangement and the consideration
receivable from the customer is
allocated between the components
of the arrangement using fair values.
HK(IFRIC) — Int 13 is not relevant to the
Group's operations because none of the
Group’s companies operate any loyalty
programmes.

HK(IFRIC) — Int 14, "HKAS 19 — The limit on
a defined benefit asset, minimum funding
requirements and their interaction”
(effective from 1st January 2008).
HK(IFRIC) — Int 14 provides guidance
on assessing the limit in HKAS 19 on
the amount of the surplus that can be
recognised as an asset. It also explains
how the pension asset or liability may
be affected by a statutory or contractual
minimum funding requirement. HK(IFRIC)
— Int 14 is not relevant to the Group's
operations because none of the Group’s
companies have defined benefit assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M RER M

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 Consolidation
The consolidated financial statements include
the financial statements of the Company and all
its subsidiaries made up to 31st December.

(a) Subsidiaries

Subsidiaries are all entities (including
special purpose 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.

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
(Note 2.7). 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 Consolidation

(a)

(b)

(c)

Subsidiaries (continued)

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
(Note 2.8). The results of subsidiaries are
accounted by the Company on the basis of
dividend received and receivable.

Transactions and minority interests

The Group applies a policy of treating
transactions with minority interests as
transactions with parties external to the
Group. Disposals to minority interests
result in gains and losses for the Group
that are recorded in the consolidated
income statement. Purchases from
minority interests result in goodwill, being
the difference between the consideration
paid and the relevant share acquired of
the carrying value of net assets of the
subsidiary.

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 using 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
(Note 2.7).

2. FESTHHEEE®

22 HEEE

(a)

(b)

(c)

KB 2R (&)

SEERNDAB2RS  GHRREBARZHETRS
ZARERWHITHE - RIERZBEEBRTRER
EERMAE  BRRSEBETSHE - WELQHT
ZEFHRE BEHVESY  URREXAEERA
ZEHE—H -

HERBAzEERER  RUBARZREZNAH
PRORERTR A (MIEE2.8) 5IRR - B QB2 REMA
AREEBRRERRENER

R RO B RER
AEERAZERGRLBRR 2R 5 BEREEI)
RATETZRS - AKERALERREEMEE
MWESRGERERTCHE - AP BRRBEMELS
2 DR ERRGREBANBAREEFER
HEZEH

i

BeER
BERAATEEHAREAYE L EERFE A
8 —REHEE0%E0REEZRE - REED
BRRENESEHEANR  MREMARER - £F
ERBEL T REBBWRECRE B2 (kK
EMRRESR) (E27)

el

I

BBER (BR) BRAR —ZTLFEFR (%5



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A M RER M

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)
2.2 Consolidation (continued)
(c) Associated companies (continued) (c)

FTEETERBZE @)

22 HREEE(E)
BN ()

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.

Unrealised gains on transactions between
the Group and its associated companies
are eliminated to the extent of the Group's
interest in the associated companies.
Unrealised losses are also eliminated
unless the transaction provides evidence
of an impairment of the asset transferred.
Accounting policies of associated
companies have heen changed where
necessary to ensure consistency with the
policies adopted by the Group.

Dilution gains and losses in associated
companies are recognised in the
consolidated income statement.

In the Company’s balance sheet the
investments in associated companies are
stated at cost less provision for impairment
losses (Note 2.8). The results of associated
companies are accounted for by the
Company on the basis of dividend received
and receivable.

96 | HKC (HOLDINGS) LIMITED ANNUAL REPORT 2007

AEBEGEBRBE LT 2SN IBRNBERA

20 MR RHE < 2B A MR ERARES -
RERABERBRFTZUBRREZBMIFLR
B o MAKRERE-ZHEQTDZBREENABEH
2B E N R i (BRI R R ) -
AAEETERILE-TER  BRIELAEECABE
DRAEEEEIELAN o

FEFEABENT ZBRENAERRHRZAEE
RS R ARENBEEE - RERZHERBERR
FREREERFTRE  SRIRERERTSHE - B
ENEZETHERNATERER - URRAKEM
Rine et HREM -3 -

REE LR BERERBENGSBERER -

HARRzEERERA  RBELTZREREA
HBRRER 1B RS (FiaE2.8) DRk - B DR 2 K&
ARRECURBERR BN



2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 Consolidation (continued)

(d) 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 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 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
and goodwill (net of any accumulated
impairment loss) on acquisition (Note 2.7).

In the Company’s balance sheet, the
investments in jointly controlled entities
are stated at cost less provision for
impairment losses (Note 2.8). The results of
jointly controlled entities are accounted for
by the Company on the basis of dividends
received and receivables.

2.3 Segment reporting

A business segment is a group of assets and
operation engaged in providing products or
services that are subject to risks and returns
that are different from those of other business
segments. A geographical segment is engaged
in providing products or services within a
particular economic environment that are
subject to risks and returns that are different
from those of segments operating in other
economic environments.

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 be presented as
the secondary reporting format.

2,

22

23

RETHRBE @)

REREE(R)

(d) BEQF
RERAATEBEAME S EFET —HEIER
ZENEH  ZARZHARES > MEMSELFTY
BhEEREREEED

REERAZREREREHENR - FEBERE
BAKERFRARGEELAZESE  MEEEER
BRAUBEASBERESE AR 2EEFER B
B4 zBE(NREMRIRESR) (KEE27) -

HERAZEEREBERAN  REELTAZRERNAE
MBRREEERESIR(E28) - BE AR ZXER
ARRECURERR B

/'\ﬁ[gﬁit

EB I BERSRUERIBRE 2 —AEEREE - M&
HEERFEBRARE 2 RRREFEA GRS BER -
WESBNERBEECBERETRSREERIRSE - M
ZOMAREzARRERETEGEERGEE 220
ARl -

BEAEEANRTBREREERY - ARERTEUXH
DEMEREERERN - Mt BARREZREER

EBER (BR) ARA TEFFR |97



2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

24

Segment reporting (continued)

Unallocated costs represent corporate
expenses. Segment assets consist primarily
of investment properties, electric/water
utility plant and equipment, properties under
development and properties held for sale.
Segment liabilities comprise operating
liabilities, taxation and borrowings. Capital
expenditure comprises additions to intangible
assets and property, plant and equipment,
including additions resulting from acquisitions
through purchases of subsidiaries. Sales are
based on the country in which the customers
are located.

Foreign currency translation

(a) 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 Hong Kong
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.

(b)

Translation differences on non-monetary
financial assets and liabilities are reported
as part of the fair value gain or loss.
Translation difference on non-monetary
financial assets and liabilities such as
equities held at fair value through profit
or loss are recognised in profit or loss
as part of the fair value gain or loss.
Translation difference on non-monetary
financial assets such as equities classified
as available for sale are included in the
available-for-sale reserve in equity.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
2.4 Foreign currency translation (continued)
(c) 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:

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

(i) 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

(iii) 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 operations, and of
borrowings are taken to shareholders’
equity. When a foreign operation is
partially disposed of or sold, exchange
differences that were recorded in equity
are recognised in the income statement as
part of the gain or loss on sale.

Goodwill and fair value adjustments arising
on the acquisition of a foreign entity are
treated as assets and liabilities of the
foreign entity and translated at the closing
rate.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.5 Property, plant and equipment

Properties are interests in buildings other than
investment properties and properties under
construction and are stated at historical cost
less accumulated depreciation and impairment
losses. Historical cost includes expenditure
that is directly attributable to the acquisition
of the items. Other plant and equipment,
comprising plant and machinery, motor
vehicles and furniture and fixtures are stated
at cost less accumulated depreciation and
accumulated impairment losses.

Depreciation of property, plant and equipment
is calculated using the straight-line method, to
write off their cost over their estimated useful
lives as follows:

Buildings 50 years
Water utility plant

and equipment 15 years
Electric utility plant

and equipment 20 years

Other plant
and equipment

3to 10 years

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

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

An asset's carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.8).

Gains and losses on disposals are determined
by comparing the proceeds with the carrying
amount and are recognised within other
income/expenses in the consolidated income
statement.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.6 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 comprises land held under
operating leases and buildings held under
finance leases.

Land held under operating leases are classified
and accounted for as investment property
when the rest of the definition of investment
property is met. The operating lease is
accounted for as if it were a finance lease.

Investment property is measured initially at its
cost, including related transaction costs.

After initial recognition, investment property
is 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 asset. 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 Knight Frank Petty Limited
(“Knight Frank”), an independent professional
valuer.

The fair value of investment property reflects,
among other things, rental income from current
leases and assumptions about rental income
from future leases in the light of current market
conditions.

The fair value also reflects, on a similar basis,
any cash outflows that could be expected in
respect of the property. Some of those outflows
are recognised as a liability, including finance
lease liabilities in respect of land classified
as investment property, others, including
contingent rent payments, are not recognised
in the financial statements.

2,

E

26

SEBRBE ()

REME
RENEREBBEARBUIESS, RAELEE
R 3 ESE aetae oy kY E

RENFZUERBEEANFE 2T R RERERNE
RZBF o

ENEIBEARENFECEMERE  UELEHEREAL
THRDERARERENE - EERANTHEFRERYD
NN

RENFANSBEATR - LEEEEZXZERA -

RIS HRAR  REMESEAITVEIR - R FERER
TEEE  HERE  SRETEEMEE - HIMRR
SHHEZAMNEZREHHRE - WL ERHEER - AREK
SRAEMGERD L HIMEREERE 2T SNEIH
BRIAMBRASRERN - ZSMENEBLEXNEM
R REHERT AR AR ([3h ) BFRE o

REMFZAFERR(EPEF)REREEEZESR
A BREREHSRRERERREENEE WA 2R

N
in
ax °

AFETAELANRREREBNEETRER
HPETREREBAREE BRI EARENEZR
EHERE  HtER (BREIAES) FEEMBHRRE

N
=3
o ©

BBER (BER) ARAR —ZZLFFRI(101



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6

2.7

Investment properties (continued)
Subsequently expenditure is charged 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 consolidated income
statement during the financial period in which
they are incurred.

Changes in fair values are recognised in the
consolidated income statement.

Intangible assets

(a) Goodwill
Goodwill represents the excess of the cost
of an acquisition over the fair value of the
Group's share of net identifiable assets
of the acquired subsidiary at the date
of acquisition. Goodwill on acquisitions
of subsidiaries is included in intangible
assets. Separately recognised goodwill
is tested for impairment and carried at
cost less accumulated impairment losses.
Impairment losses on goodwill are not
reversed. Gains and losses on the disposal
of an entity include the carrying amount of
goodwill relating to the entity sold.

Goodwill is allocated to cash-generating
units for the purpose of impairment
testing. The allocation is made to those
cash-generating units or groups of cash-
generating units that are expected to
benefit from the business combination in
which the goodwill arose.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.7 Intangible assets (continued)

(b) Concession rights

Acquired concession rights are measured
initially at fair value at the acquisition
date. Concession rights have a definite
useful life are amortised on straight-line
basis over the term of the operating period
and carried at cost less accumulated
amortisation and accumulated impairment
losses.

Concession rights is allocated to cash-
generating units for the purpose of
impairment testing. The allocation is made
to those cash-generating units or groups
of cash-generating units that are expected
to benefit from the business combination
in which the concession rights arose.

2.8 Impairment of investments in subsidiaries,

associated companies, jointly controlled
entities and non-financial assets

Assets that have an indefinite useful life or
have not yet available for use are not subject
to amortisation and are tested annually
for impairment. Assets that are subject to
amortisation 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). Assets other
than goodwill that suffered an impairment
are reviewed for possible reversal of the
impairment at each reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERER M

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. SIBRBE (&)
POLICIES (continued)
2.9 Construction contracts 29 EBHEEH

Contract costs are recognised when incurred.
When the outcome of a construction contract
cannot be estimated reliably, contract revenue
is recognised only to the extent of contract
costs incurred that are likely to be recoverable.
When the outcome of a construction contract
can be estimated reliably and it is probable
that the contract will be profitable, contract
revenue is recognised over the period of the
contract. When it is probable that total contract
costs will exceed total contract revenue, the
expected loss is recognised as an expense
immediately.

The Group uses the “percentage of completion
method” to determine the appropriate amount
to recognise in a given period. The stage
of completion is measured by reference to
contract costs incurred up to the balance
sheet date as a percentage of total estimated
costs for each contract. Costs incurred in the
year in connection with future activity on a
contract are excluded from contract costs in
determining the stage of completion. They are
presented as inventories, prepayments or other
assets, depending on their nature.

The Group presents as an asset the gross
amount due from customers for contract
work for all contracts in progress for which
costs incurred plus recognised profits (less
recognised losses) exceed progress hillings.
Progress billings not yet paid by customers and
retention are included within trade and other
receivables.

The Group presents as a liability the gross
amount due to customers for contract work for
all contracts in progress for which progress
billings exceed costs incurred plus recognised
profits (less recognised losses).
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Financial assets

The Group classifies its financial assets in the
following categories: at fair value through profit
or loss, loans and receivable and available-for-
sale. The classification depends on the purpose
for which the financial assets were acquired.
Management determine the classification of its
financial assets at initial recognition.

(a) Financial assets at fair value through profit
or loss
Financial assets at fair value through
profit or loss are financial assets held
for trading. 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.

(b) Loans and receivables
Loans and receivables are classified as
“trade and other receivables” and “cash
and cash equivalents” in the balance
sheet (Notes 2.14 and 2.17).

(c) 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.10 Financial assets (continued)

Regular purchases and sales of financial
assets are recognised on the 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 consolidated income
statement. Financial assets 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.

Gains or losses arising from changes in fair
value of the “financial assets at fair value
through profit or loss” category are presented
in the consolidated income statement within
other income/expenses, in the period in which
they arise. Dividend income from financial
assets at fair value through profit or loss
is recognised in the consolidated income
statement as part of other income when
the Group’s right to receive payments is
established.

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 on
monetary securities are recognised in profit or
loss; translation differences on non-monetary
securities are recognised in equity. Changes in
the fair value of monetary and non-monetary
securities classified as available for sale are
recognised in equity.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.10 Financial assets (continued)

When securities classified as available for
sale are sold or impaired, the accumulated fair
value adjustments recognised in equity are
included in the consolidated income statement
as gains or losses from investment securities.

For the purpose of assessing the fair value
of unlisted securities, the Group established
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 as 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 consolidated
income statement — is removed from equity
and recognised in the consolidated income
statement. Impairment losses recognised in the
income statement on equity instruments are
not reversed through the consolidated income
statement.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.11 Prepaid land lease payments

Prepaid land lease payments are stated at
cost and subsequently are expensed in the
consolidated income statement on a straight-
line basis over the period of the lease or when
there is impairment, the impairment is expensed
in the consolidated income statement. During
the course of the properties development, the
amortisation charged is included as part of the
costs of the property under development.

2.12 Completed properties held for sale

Completed properties remaining unsold at the
end of the year are stated at the lower of cost
and net realisable value.

Cost comprises development costs attributable
to the unsold properties.

Net realisable value represents the estimated
selling price less costs to be incurred in selling
the property.

2.13 Properties under development

Properties under development comprises
development costs of properties and the costs
paid to acquire land use rights which are
stated at the lower of cost and net realisable
value. Net realisable value takes into account
the price ultimately expected to be realised,
less applicable variable selling expenses and
the anticipated costs to completion.

Development cost of property comprises
construction costs, borrowing costs and
professional fees incurred during the
development period. Upon obtaining the
land use rights certificates, the costs paid
for land use rights are transferred to prepaid
land lease payments. Upon completion, the
properties under development are transferred
to either completed properties held for sale or
investment properties.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.14 Trade and other receivables

Trade and other receivables, including deposit
paid for a property development project,
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 the
receivables. Significant financial difficulties
of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation,
and default or delinquency in payments
(more than 30 days overdue) are considered
indicators that the trade receivable is impaired.
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 original effective interest
rate. The amount of the provision is recognised
in the consolidated income statement within
other expenses. When a trade receivable
is uncollectible, it is written off against
other expenses in the consolidated income
statement. Subsequent recoveries of amounts
previously written off are credited to other
income in the consolidated income statement.

2.15 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.15 Borrowings (continued)

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.

2.16 Borrowing costs

Borrowing costs incurred for the construction
of any qualifying asset are capitalised during
the period of time that is required to complete
and prepare the asset for its intended use.
Other borrowing costs are expensed.

2.17 Cash and cash equivalents

Cash and cash equivalents include cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with
original maturities of three months or less, and
bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities on the
balance sheet.

2.18 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.

2.19 Trade payables

Trade payables are recognised initially at fair
value and subsequently measured at amortised
cost using the effective interest method.

2.20 Current and deferred income tax

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the balance sheet
date in the countries where the company’s
subsidiaries and associates operate and
generate taxable income. Management
periodically evaluates positions taken in
tax returns with respect to situations in
which applicable tax regulation is subject to
interpretation and establishes provisions where
appropriate on the basis of amounts expected
to be paid to the tax authorities.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.20 Current and deferred income tax (continued)

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 difference is
controlled by the Group and it is probable that
the temporary difference will not reverse in the
foreseeable future.

2.21 Employee benefits

(a) 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.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR ERER M

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.21 Employee benefits (continued)

(b)

(c)

Pension obligations

The Group operates a mandatory provident
fund scheme (“MPF") for the eligible
employees in Hong Kong.

The Group's and the employees’
contributions to the MPF are complied to
the related statutory requirements. The
Group’s contributions to the MPF are
expensed as incurred and are not reduced
by contributions forfeited by those
employees who leave MPF prior to vesting
fully in the contributions. The asset of MPF
is held separately from those of the Group
in independently administered funds.

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, excluding
the impact of any non-market vesting
conditions (for example, profitability and
sales growth targets). Non-market vesting
conditions are included in assumptions
about the number of options that are
expected to become exercisable. At each
balance sheet date, the entity 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
consolidated 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.22 Provisions

Provisions are recognised when the Group has
a present legal or constructive obligation as
a result of past events, it is probable that an
outflow of resources will be required to settle
the obligation, and a reliable estimate of the
amount can be made. Where the Group expects
a provision to be reimbursed, for example under
an insurance contract, the reimbursement is
recognised as a separate asset but only when
the reimbursement is virtually certain.

2.23 Revenue recognition

Revenue comprises the fair value of the
consideration received or receivable for the
sale of properties and services in the ordinary
course of the Group’s activities. Revenue is
shown net of business tax and after eliminating
sales within the Group.

The Group recognises revenue when the
amount of revenue can be reliably measured,
it is probable that future economic benefits
will flow to the entity and specific criteria have
been met for each of the Group's activities as
described below. The amount of revenue is not
considered to be reliably measurable until all
contingencies relating to the sale have been
resolved. The Group bases its estimates on
historical results, taking into consideration the
type of customer, the type of transaction and
the specifics of each arrangement.

() Revenue from individual construction
contract is recognised under the
percentage of completion method (Note
2.9).

(i) Revenue from sales of properties held for
sale is recognised upon completion of the
sale and purchase agreements or the issue
of an occupation permit, by the relevant
government authorities, whichever is the
later. Deposits and instalments received on
properties sold prior to the date of revenue
recognition are included in the balance
sheet under “trade and other payables”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B ERER M

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)
2.23 Revenue recognition (continued) 223 WA (E)
(iii) Rental income from investment properties (i) REREVEZHSWAREBERHEAUNES LR
is recognised on a straight-line basis over o
the terms of the respective leases.

FTEETERBE @)

(iv) RE#K WG  BFERNERACE2RRKER

N
=
o ©

Revenue arising from water supply is (iv)
recognised based on water supplied as
recorded by meters read during the year.
(v) Revenue arising from electricity supply is (v BHEEEZWERMERERDAMERFER -
recognised when electricity is supplied to
the provincial grid companies.
(vi)

Dividend income is recognised when the (vi)  BREUWAAREL UL 2 RERIRSTRRR

right to receive payment is established.

MEWARBEREERSEREAZERAE 25
L ISR o

(vii) Interest income is recognised on a time (vii)
proportion basis, taking into account the
principal amounts outstanding and the
effective interest rates applicable.

(viii) Property fee income is recognised when VB AR AR R AR FHERD o

the services are rendered.

(viii)

(ix) Consultancy fee income is recognised (ix) EEREEWARNREIRIE R o

when the services are rendered.

FEMRER 2 TERFZENSERES T WA
BZMREAATERR

(x) Grants from the PRC government in (x)
relation to the subsidy to the electric utility
plants are recognised at their fair value
where there is a reasonable assurance
that the grant will be received.

2.24 Operating leases
Leases in which a significant portion of the

224 REREG

EERARCEABOIRARREBENHAE2HEE - 13

risks and rewards of ownership are retained by
the lessor are classified as operating leases.
Payments made under operating leases (net
of any incentives received from the lessor) are
charged to the income statement on a straight-
line basis over the period of the lease.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)
2.25 Contingent liabilities

FTEETERBZE @)

225 HAREE

A contingent liabilities is a possible obligation
that arises from past events and whose
existence will only be confirmed by the
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 the outflow is
probable, it will then be recognised as a
provision.

2.26 Dividend distribution

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

FINANCIAL RISK MANAGEMENT
3.1 Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk, interest rate risk, and price
risk), credit risk and liquidity risk. The Group's
major financial instruments include trade and
other receivables, cash and bank balances,
financial assets at fair value through profit or
loss, available-for-sale financial assets, trade
and other payables and bank loans. Details of
these financial instruments are disclosed in
respective notes.

It is the policy of the Group not to enter
into derivative transactions for speculative
purposes. The derivatives held are not for
speculative purpose and cannot be traded
in the market. They are part of an embedded
investment right to investment assets and
are not exposed to market risk (including
commodity pricing risk) since the gains and
losses on the derivatives are offset by the
losses and gains on the underlying assets.

2.26

FREENRBESEHAMARER2ERE  MERTEE
SEHR-—RASEFAEBE T2 EH 2 SHMES
RBEEHMELEZREER  ARTATHEEREL
BB ARERZEE BRI ST MAERES -

FRBETERR - EERUBRRMERE - HiERA
FUEEHEEERALE  IREEEEIREE

AR
BARARRIKG 2RERARBRRAERTRE 25
BRAEREE B RETEIADEE -
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AEEEBSRZEMBER  DHEER(BENMNERR -
A=EBRERER) FERRRRDEERR - AKE
ZETEERTAOERIRRRAMEBYR - RERRT
Be - BOTERERRIIRCEREE  IHEESA
BE  BEYRAREMEARUARRITER - ZEEHT
AZHBREMEHNE -

FAEBHEBIETUMERZEARBAR - HEMN
TETAYFEREAR  FTEATELEE 25T
ANREEEZBMARRERFN A TFRTSER(E
FanERER)  RERTAETIAZBEREREE 2R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M BRI

3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
The Group’s Board of Directors focuses on
the unpredictability of financial markets and
seeks to minimise potential adverse effects on
the Group’s financial performance. The Board
of Directors reviews and agrees policies for
managing each of these risks and they are

summarised below.

(a) Market risk
(i) Foreign exchange risk

The Group operates mainly in Hong
Kong and Mainland China and
is exposed to foreign exchange
risk arising from various currency
exposures, primarily with respect to
HK dollars and the Renminbi.

The Company's subsidiaries are
subject to foreign exchange risk
arising from future commercial
transactions and recognised assets
and liahilities such as trade and other
receivables, cash and bank balances,
trade and other payables and bank
loans which are denominated in a
currency that is not the functional
currency. The majority of the
Company’s subsidiaries’ foreign
currency transactions and balances
are denominated in the Renminbi.
The Group currently does not have
any foreign currency hedging policy.
However, the management of the
Group monitors the foreign exchange
exposure closely and will consider
hedging significant foreign currency
exposure should the need arise.

As at 31st December 2007, if Renminbi
had strengthened by 5% against HK
dollar with all other variahles held
constant, the Group’s profit for the
year would have been approximately
RMB26.3 million (2006: Nil) lower.
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3.

FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(a) Market risk (continued)

(ii)

(i)

Price risk

The Group is exposed to the price
risk of investment fund because
investments held by the Group are
classified on the consolidated balance
sheet as financial assets at fair value
through profit or loss. The Group is not
exposed to commodity price risk.

As at 31st December 2007, if the price
of the investment fund the Group
holds had increased/decreased by
5%, profit for the year would have
been increased/decreased by US$0.5
million (equivalent to approximately
HK$3.9 million).

Interest rate risk

The Group’s interest-rate risk arises
from bank borrowings. Borrowings
issued at variable rates expose the
Group to cash flow interest rate risk
due to fluctuation of the prevailing
market interest rates. The Group’s
income and operating cash flows are
substantially dependent of changes in
market interest rates.

The Group currently does not use
any derivative contracts to hedge
its exposure to interest rate risk.
However, the management will
consider hedging significant interest
rate exposures should the need arise.

As at 31st December 2007, if
interest rate had been increased/
decreased 100 basis points with all
other variables held constant, the
Group’s profit for the year would
have been decreased/increased by
approximately HK$8.5 million (2006:
HK$6.8 million).

3.

B ERETE (&)
31 BBEREE(E)
(a) THIEEK(E)
(i) 1BERE

(ifi)
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3.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A M RER M

FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b)

(c)

Credit risk

The Group is exposed to credit risk in its
restricted cash, cash and cash equivalents
and trade and other receivables and
deposit paid for a property development
project.

The carrying amount of restricted cash,
cash and cash equivalents and trade and
other receivables, represent the Group’s
maximum exposure to credit risk in relation
to its financial assets.

To manage the credit risk associated
with restricted cash and cash and cash
equivalents, most of the deposits are
mainly placed with certain state-owned
banks in the PRC which are high-credit-
quality financial institutions and banks with
high credit rankings in Hong Kong.

To manage the credit risk associated with
trade and other receivables and deposit
paid for a property development project,
the Group adopts risk control to assess the
credit quality of the customer and debtors,
taking into accounts of their financial
position and past experience.

Liquidity risk

Liquidity risk is the risk that the Group
is unable to meet its current obligations
when they fall due. The Group measures
and monitors its liquidity through the
maintenance of prudent ratio regarding
to the liquidity structure of the overall
assets, liabilities, loans and commitments
of the Group. The Group also maintains
a conservative level of liquid assets
to ensure the availability of sufficient
cash flows to meet any unexpected and
material cash requirements in the course
of ordinary business.
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3.

FINANCIAL RISK MANAGEMENT (continued) 3. BIBEREE @)

BBREEEZ (&)

(c) RBESEREE)
TRFVAEEHBABEZANEEA - TRIVEAR
SEANNZRER BB R TEERERNE X H 28
BEEZAUBRESRERER -

3.1 Financial risk factors (continued) 31

(c) Liquidity risk (continued)

The following table details the Group's
contractual maturity for its financial
liabilities. The table has been drawn
up with reference to the undiscounted
cash flows of financial liabilities before
considering the respective interest
expenses based on the earliest date on
which the Group is required to pay.

Less than
1 year
—ER
HKS Million
BBAR
Group F5E
At 31st December 2007 R-ZZtE
tZA=1+-H
Bank borrowings and other loans RTEFRREMER 3305
Trade and other payables BARRREMEAR 670.0
At 31st December 2006 RZBBRE
t=R=t-
Bank borrowings and other loans iEmﬁ}‘A&Hf&é 369.9
Trade and other payables FEIRA R ALt h475
Company KRR
At 31st December 2007 RZZBLE
tZA=+-8
Other payables HibEMH 31
At 31st December 2006 RIBEAE
tZA=+-H
Other payables EtEAR -

Between 1 and
2 years
—ZmE

HKS Million
BEERT

185.7
50.6

1496
67.4

Between 2 and
byears
—ZERE

HKS Million
BEET

8634

4702

Over
byears
RENE
HKS Million
Bl

13306

12458

Total

st

HKS Million
BEET

27102
1206

22355
614.9

3.1

BBER (BR) ARAR —ZZLFFRIN9



3.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M BRI

FINANCIAL RISK MANAGEMENT (continued)
3.2 Capital risk management

The Group’s objectives when managing
capital are to safeguard the Group's ability to
continue as a going concern in order to provide
returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital
structure, the Group may adjust the amount
of dividends paid to shareholders, issue new
shares or conduct shares buy-back.

The Group monitors capital on the basis of
the gearing ratio. This ratio is calculated as
net debt divided by total equity. Net debt is
calculated as total borrowings less cash and
cash equivalents and restricted cash. Total
equity is shown in the consolidated balance
sheet.

The gearing ratio at 31st December 2007 and
2006 were as follows:

Current borrowings TRENER

Non-current borrowings FERBER

Total borrowings (excluding BB (TERE
loans from minority DEBRRER)

shareholders)

3.

Less: Cash and cash equivalents i : B RBESZEEY

and restricted cash REZRHRE
Net (cash)/debt position (Re) /BEEFERR
Total equity FER4AE
Gearing ratio BXRGEEE

As at 31st December 2007, the Group was able
to maintain a net cash position of HK$3,214.7
million, compared with the gearing ratio of
22.9% as at 31st December 2006.
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ZMT
Group
REE
2007 2006
—BBtE —EEXE
HKS$ Million HKS$ Million
HEBT HEABT
3305 369.9
2,379.7 1,865.6
2,710.2 2,235.5
(5,924.9) (1,356.7)
(3,214.7) 878.8
13,385.4 3,839.7
N/A 22.9%

RIBSLFE+ZA=+—0  REFEBBRELFERDR
£3,214700000/8 T M-ZEEAFE+-B=+—HzZ&AE
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3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation

The fair value of financial instruments traded in
active market (such as the investment fund) 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
current bid price.

The fair value of financial instruments that
are not in an active market is determined by
using valuation techniques. The Group takes
reference to professional valuations where
necessary and uses a variety of methods and
makes assumptions that are based on market
conditions existing at each balance sheet date.

The carrying value less impairment provision
of trade and other receivables and the
carrying value of trade and other payables
approximate their fair values due to their
short maturities. The fair value of financial
liabilities for disclosure purposes is estimated
by discounting the future contractual cash
flows at the current market interest rate that
is available to the Group for similar financial
instruments.

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS
Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events
that are believed to be reasonable under the
circumstances.

3. BSRRERE @)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M RER M

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

The Group makes 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 risk of causing
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year
are discussed below.

(a) Estimates of fair value of investment properties
Knight Frank was engaged to carry out
an independent valuation of the Group’s
investment property portfolio as at 31st
December 2007. This valuation was carried out
in accordance with the Valuation Standards
on Properties of the Hong Kong Institute of
Surveyors which defines market value as
“the estimated amount for which a property
should exchange on the date of valuation
between a willing buyer and a willing seller
in an arm’s-length transaction after proper
marketing wherein the parties had each
acted knowledgeably, prudently and without
compulsion”.

Knight Frank has derived the valuation of the
Group's property portfolio by capitalising the
rental income derived from existing tenancies
with due provision for reversionary income
potential and where appropriate, by reference
to market comparable transactions. The
assumptions are based on market conditions
existing at the balance sheet.

Management has reviewed Knight Frank’s
valuation and compared it with its own
assumptions, with reference to comparable
sales transaction data where such information
is available, and has concluded that Knight
Frank’s valuation of the Group’s investment
portfolio is reasonable.

If the valuation of the investment properties
had been 10% higher or lower than the value
stated on the valuation report at 31st December
2007, the Group's profit would have been
increased or decreased by HK$53.7 million.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(c)

(d)

Estimated impairment of intangible assets

The Group tests annually whether intangible
assets has suffered any impairment in
accordance with the accounting policy stated
in Note 2.7. The calculations use pre-tax cash
flow projections based on financial budgets
approved by management covering periods of
17 — 29 years.

The unit prices used for the analysis are
determined by the management by reference
to the agreements approved by the government
authorities. The weighted average growth
rates used are consistent with the forecasts
expected in the industry. The discount rates
used are pre-tax and reflect specific risks
relating to the relevant segments.

Estimate of impairment of properties under
development/electric utility plant and
equipment

Properties under development/electric utility
plant and equipment are reviewed by the
management for impairment whenever events
or changes in circumstances indicate that
the carrying amount may not be recoverable.
The recoverable amount is the higher of fair
value less costs to sell and value in use of
the properties under development/electric
utility plant and equipment. The management
makes judgements on whether such events
or changes in circumstances have occurred,
and makes estimates in determining the
recoverable amount.

Income taxes

The Group is subject to income taxes in
Mainland China. Significant judgement is
required in determining the provision for
income taxes. There are many transactions and
calculations for which ultimate tax determined
is uncertain during the ordinary course of
business. The Group recognises liabilities for
potential tax exposures based on estimates of
whether additional taxes will be due. Where the
final tax outcome of these matters is different
from the amounts that were initially recorded,
such differences will affect the income tax and
deferred tax provision in the period in which
such determination is made.

4.
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4.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M RER M

CRITICAL ACCOUNTING ESTIMATES AND 4.

EARGEHERT R A6 (&)

JUDGEMENTS (continued)

(e) Revenue recognition
The Group uses the percentage-of-completion
method in accounting for its fixed-price
contracts to deliver construction services. The
use of the percentage-of-completion method
requires the Group to estimate the services
performed to date as a proportion of the total
services to be performed.

SEGMENT INFORMATION

Revenue consists of the gross billing value of
contracting work to third parties, sales of properties
held for sale, rental income from investment
properties and income from water supply and
electricity supply, which are HK$706.1 million and
HK$395.7 million for the years ended 31st December
2007 and 2006 respectively.

Contract revenue BHWA

Sales proceeds from (ESSERR I YENE
properties held for sale Fri8s0E

Rental income H2WA

Income from water supply :%/ 0N

Income from electricity supply = ON

(a) Primary reporting format — business segments
The Group is organised into four main business
segments:

(1) Construction;
(2) Property investment and leasing;

(3) Property development and sales; and

(4) Infrastructure and alternative energy.
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2007 2006
—EELEF —EERE
HK$ Million HK$ Million
BHEBTT BEET
495.1 296.4

84.0 15.4

716 58.5

31.4 25.4

24.0 —

706.1 395.7
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(continued)

SEGMENT INFORMATION (continued)
(a) Primary reporting format — business segments

The segment results for the year ended 31st
December 2007 are as follows:

Revenue

Operating profit
Finance costs - net (Note 9)
Share of profits less losses
of associated companies
Share of losses less profits
of jointly controlled entities
Gain on disposal of associated
companies

Profit before income tax
Income tax expense (Note 12)

Profit for the year

Wz

Lyl
BERAFE (W)
BB AR
o V5
HEA|
HEREAT 2 i

FrEBiAER
FrEBiE b (M)

AEERN

5. A EVER(E)
(@) EESHHR-EB5H(E)

HEZZZLFT_A=1T—HILFEZIHEENT :

Infrastructure
Property Property and
investment  development alternative Other Total
Construction  and leasing and sales energy operations Group
NERE EL EBR A5E
gg REE Ri#E EREER Hh3EH 2
HKS Millon ~ HKSMillon ~ HKSMillion ~ HKSMillion ~ HK$Million  HKS Million
BEAT BEET BEET AEAT BEET BEAT
495.1 116 84.0 554 - 706.1
99 602.1 107.6 174 804 8174
(80.9)
- 31 - - - 37
16.8 (23.0) - - - (6.2)
- - - - 181.2 181.2
9%5.2
(95.5)
849.7
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR M

5. SEGMENT INFORMATION (continued) 5. EERE)
(a) Primary reporting format — business segments (a) FEERFX -EXIBE)

(continued)
The segment results for the year ended 31st
December 2006 are as follows:

BE-2ZRFT A=+ -HLEFEZOBEENT ¢

Infrastructure
Property Property and
investment ~ development alternative Other Total
Construction  and leasing and sales energy  operations Group
NERE NEER HER S 1]
2% RHEE R#E BREER HitiH% g
HK$ Million ~ HKSMillion ~ HKSMillion ~ HKSMillion ~ HKS Million  HKS$ Million
AEBT BEER BEERT BEBR BEAR AEBT
Revenue it 29%6.4 58.5 154 54 - 39.7
Operating profit Yy 13.1 37189 23 b5 428 4426
Finance costs - net (Note 9) AR FE (H329) (57.3)
Share of profits less losses AL HE A RER
of associated companies HES - 116.2 - - - 116.2
Share of profits less losses NG vl
of jointly controlled entities HER 728 - - - - 128
Profit efore income tax FrEB AR 5743
Income tax credit (Note 12) FRERE S (EE12) 40
Profit for the year FEERF 578.3
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5.

(continued)

SEGMENT INFORMATION (continued)
(a) Primary reporting format — business segments

Other segment items included in the income

statements are as follows:

Depreciation

Amortisation

Provision for impairment loss on
trade and other receivables

Write back of provision for
impairment loss on properties
held for sale

Depreciation

Amortisation

Provision for impairment loss on
trade and other receivables

Write back of provision for
impairment loss on properties
held for sale

5. DEWERE)
(a) Igiﬁﬁ/ﬁ—ﬁiﬁﬁgﬂ(%)
HiFt ABRKZZHHERWT ¢
Year ended 31st December 2007
BECERLEtA=t-HLEE
Infrastructure
Property Property and
investment  development alternative Other Total
Construction  and leasing and sales energy  operations Group
NERE NERR EER T &E
R RiBE R#E BRER HitER ek
HK$ Million ~ HKSMillion ~ HKSMillion ~ HKSMillion ~ HKS Million ~ HKS$ Million
BEET BEER BEAR AEET BEAR BEET
ik - - - (25.1) (1.1) (32.2)
B - - (14.7) (1.6) (16) (17.9)
e e e
HEFERE - (1.0) (329) - - (33.9)
frHERR2ME
HEEERERE
- - 124.3 - - 124.3
Year ended 31st December 2006
HE-ETAETZA=T-ALEE
Infrastructure
Property Property and
investment ~ development  alternative Other Total
Construction  and leasing and sales gnergy  operations Group
NERE NEER HER S 1]
B REE R#E BRER %R Lk
HkSMillion ~ HK$Million  HKSMillion ~ HKSMillion ~ HK$ Million ~ HKS Million
BEBET BEET BEAR BEBET BEER BEBET
ik - - - (16.7) (37) (20.4)
B - - - (12) - (12)
FEUER 1 I EL R R
HERERE - (74) - - - (74)
FHERR2NE
HEFERERE
- - 3.0 - - 30
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5. SEGMENT INFORMATION (continued)

(a) Primary reporting format — business segments

(continued)

The segment assets and liabilities at 31st
December 2007 and capital expenditure for the
year then ended are as follows:

Assets

Associated companies and
jointly controlled entities

Total assets

Liabilities

Capital expenditure

BARIx
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5. AEVER(E)
(a) EE2HHA-EBHIBE)

R-ZZLEFTZAZT-AZIHEEREBUREE

ZHEEEZERRATMT

Infrastructure

Property Property and
investment ~ development alternative Total
Construction  and leasing and sales energy  Unallocated Group
NERE NEER EER S 3]
g% RHE R#E ERAER At 25
HK$Million ~ HKSMillion ~ HK$ Million ~ HKSMillion ~ HKSMillion ~ HKS Million
BEAT BEER BEEL BEAT BEER BEAT
19 2,925.1 34 22151 6,586.1 15,415.6
41 18843 - 150.3 - 2,038.7
1220 48094 34 2,365.4 6,586.1 17,454.3
4758 0.7 298.0 1,639.5 14149 40689
- - 96 548.5 284 786.5




5.

SEGMENT INFORMATION (continued)
(a) Primary reporting format — business segments (a) FEE2HRFX-EBIBE)

(continued)

Segment assets and liabilities are reconciled to

entity assets and liabilities as follows:

Segment assets/liabilities
Unallocated:
Prepaid land lease payments
Property, plant and equipment
Derivative financial instruments
Available-for-sale financial assets

Financial assets at fair value through

profit or loss
Other receivables
Restricted cash
Cash and cash equivalents
Non-current borrowings
Non-current payables
Other payables
Current borrowings
Currentincome tax liabilities

Total

5. DEER@)

PEHEE,EE
RoEL

AN EER
M~ HERRE
TEERMTA
AfHESHERE

BATVEMERERIIRZ

TREE
Hitu UK
ZXRHEE
RERREEEY
FREER
FFREEMK
HitBAR
MEMETR

EHFEHARE

®Er

PHEERABREREERABEIHERNT

Assets Liabilities
BE af
HK$ Million HK$ Million
BHEBT HEBT
10,868.2 2,654.0
183.8 -
51.2 -

5.0 -

25.8 -
93.3 -
302.1 -
1,508.9 -
4.416.0 -
- 926.9

- 25.3

- 183.6

- 264.2

- 14.9
17,454.3 4,068.9
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e MR ERER M

5. SEGMENT INFORMATION (continued)
(a) Primary reporting format — business segments

(continued)

The segment assets and liabilities at 31st
December 2006 and capital expenditure for the
year then ended are as follows:

Assets

Associated companies and
jointly controlled entities

Total assets

Liabilities

Capital expenditure

BARx
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5. DEER(#)

(a) FEZHFA-EB2BE)
RIZBERET-A=+-HZAHBEEREBUREZ
ZALEFEZEREZNT :

Infrastructure

Property Property and
investment ~ development alternative Total
Construction  and leasing and sales energy  Unallocated Group
NERE NEER HER S 3]
g% RHE R#E ERAER Rt ]
HK$Million ~ HKSMillion ~ HK$ Million ~ HKSMillion ~ HKSMillion ~ HKS Million
BEAT BEEL BEEL BEAT BEER BEAT
2834 21914 1124 14623 1430.1 5,485.6
128 10722 3508 39.1 - 14749
296.2 32696 4632 1501.4 1430.1 6,960.5
313 124 30.7 14310 1,094 31208
13 578.0 - 691.2 8.6 1.219.1




5.

SEGMENT INFORMATION (continued) b 2
(a) Primary reporting format — business segments (a) EE%#&RE&—%%%%M?&E)
(continued)
Segment assets and liabilities are reconciled to IHEERERREEREERABRECHERENT
entity assets and liabilities as follows:
Assets Liabilities
aE =X
HK$ Million HK$ Million
BEET HEAT
Segment assets/liabilities PEHEE,/EE 5,530.4 1,911.4
Unallocated: ROH
Property, plant and equipment LERY: TN 14.8 -
Non-current receivables FERBEWR 1.3 -
Derivative financial instruments TE2mIA 8.0 -
Available-for-sale financial assets AL ESRER 41 -
Financial assets at fair value through BATFERERRIERZ
profit or loss TREE 11.2 -
Other receivables Hit R 34.0 -
Restricted cash ZRARE 294.2 -
Cash and cash equivalents BeRBELEEY 1,062.5 -
Deferred income tax liabilities ELERBHAE - 18.3
Non-current borrowings FRENER - 693.0
Non-current payables FRENEAT - 66.6
Other payables Hi A - 207.8
Current borrowings RENER - 211.7
Current income tax liabilities EHREHAR - 12.0
Total @st 6,960.5 3,120.8
(b) Secondary reporting format — geographical () REEHRFX-HEDH
segments
The Group is organised into two main FEEHSPAMETIEHES M AFERFENBE
geographical segments, comprising Hong B WEEAM AR BINE KB EEDED o
Kong and Mainland China. There are no other
significant identifiable separate geographical
segments.
2007 2006
—ETLF ZEEREF
HK$ Million HK$ Million
BEER BHEBT
Revenue L6
Hong Kong 5k 2138 190.7
Mainland China HEIRit 492.3 205.0
706.1 395.7

Revenue is allocated based on the region in
which the customers are located.

KEHREEFREGEDE
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5. SEGMENT INFORMATION (continued) 5. EERE)
(b) Secondary reporting format — geographical () REEZHFN-HEDB(E)

segments (continued)

2007 2006
—EELHF —ETRE
HKS$ Million HKS$ Million
BEBT BHEBT
Segment Assets DWEE
Hong Kong o 251.4 161.3
Mainland China HE it 8,578.1 3,894.2
8,829.5 4,055.5
Associated companies and HENRAREENT
jointly controlled entities
Hong Kong &8 41.4 51.7
Mainland China FE Ayt 1,991.3 1,423.2
2,038.7 1,474.9
Unallocated assets ROBMEE 6,586.1 1,430.1
Total Assets BEMAE 17,454.3 6,960.5
Total assets are allocated based on where the EELEDNREEMTHEDE -
assets are located.
2007 2006
—FFLF —2TRF
HK$ Million HK$ Million
BEAT BEET
Capital expenditure BRI
Hong Kong B8 98.9 1.6
Mainland China HE A it 687.6 1,277.5
786.5 1,279.1

Capital expenditure is allocated based on EAMZ DREEMEBDE o

where the assets are located.
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OTHER INCOME

Negative goodwill arising on acquisition
of a subsidiary (Note 40)

Negative goodwill arising on acquisition
of an additional interest in a jointly
controlled entity

Fair value gain on investment properties

Write back of provision for impairment
loss on properties held for sale (Note a)

Recovery and write back of provision
for impairment loss on
—trade receivables
— other receivables

Write back of over provision of
PRC tax liabilities (Note b)

Fair value gain on financial assets
at fair value through profit or loss

Others

Notes:

6. HlA

2007 2006
—ETLF —2ExE
HKS$ Million HKS$ Million
BEAT BEET
WEE—-EBELRZamE (MiEo)
3745 178.7
WE-EEE L REMEEEFE
52.2 -
RENEZ AT ERR 536.8 246.3
{ESHERZE 2 YERERE
BER B (ffEta) 124.3 3.0
UTRE 2R EBERE R EER R
— FEURERR 0.8 0.8
— HAb WK - 4.1
HEITRIE S E R AR A
(KizEb) - 148.5
RAFEEBERYIEZSH
EEZATHERE 3.2 -
Hit 59 5.7
1,097.7 587.1

(a)

(b)

During the year, the Group has agreed with the relevant local
government authorities to develop a parcel of land in Jiangmen,
which was vacant and undeveloped in prior years, into a
residential and commercial complex. As a result, with reference
to the valuation report prepared by Knight Frank, the provision for
impairment loss of HK$124.3 million was written back for the year
ended 31st December 2007.

In prior years, the Group had made provisions to cover
potential PRC tax exposures arising from Urban Real Estate
Tax, Withholding Tax, Foreign Enterprise Income Tax, Business
Tax and City Maintenance and Construction Tax. As a result
of obtaining tax clearance from the PRC tax bureau together
with a review carried out by an independent tax consultant, the
directors and reassessed the PRC tax exposures. Accordingly, a
write back of the excess PRC tax provision had been made in the
last year income statement.

(b)

RAER  AEEEARERBFEERERRE—RUMNIME
EEZEREAMABE 2L RERBEEREEPD  BER
BREZHERE  REZ-STtFT-A=1+—-HLEED
13 BIR (B JE5 18 345124,300,0008 7T

RBEFE  AEECFHBREURETREABTEBER - £
B SNERERER - XKD EEERREE 2P ER
HER - BEETESEHEREHEAERE YR BERET
Bl EBECEHNFETENRAR - Bt - REFRERER
EBEBRERE o
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7. OTHER EXPENSES

Provision for impairment loss on
—trade receivables
— other receivables

Derivative financial instruments — options

Net exchange losses
Amortisation:
— prepaid land lease payments
(Note 17)
— concession rights (Note 20)
Pre-operating expenses:
— property development projects
—infrastructure projects
Tendering costs
Fair value loss on financial
assets at fair value through
profit or loss
Other expenses
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1. HtEM

HEEBERE
— FEUBRTX
=) e
FTELRI A —HifE
[E 5 BT
ey
- EER
(BiFEE17)
—F5ETHRE (FIEE20)
BERRY
-MERRER
—EEEH
BAZRA
BAFEEBRRIERZ
SREELTERE

HitpAx

2007 2006
—EELEF —EERE
HKS$ Million HKS$ Million
BEAT BEET
(1.0) (1.4)
(32.9) (6.0)
(3.0) (2.0)
(41.8) (14.8)
(16.3) -
(0.4) (0.3)
(3.1) -
(3.8) (8.3)
(0.7) (22.9)
- (4.2)
(15.2) (17.8)
(118.2) (77.7)




8. EXPENSES BY NATURE 8. RMEIDIZEH
Expenses included in cost of sales and B AHEERRRITHER B OMAT ¢
administrative expenses are analysed as follows:

2007 2006
—TFLHF —EENF
HKS Million HKS$ Million
BEBT BEBT
Cost of construction BERA (484.5) (279.3)
Cost of properties sold CEMERAR (82.8) (17.9)
Direct operating expenses arising AREEESWAZRENEEEZ
from investment properties that HEREMX
generate rental income (11.7) (4.8)
Employee benefit expenses (including EERANFEX(BEZEEMHE)
directors’ emoluments) (Note 11) (FfFEE11) (128.7) (66.5)
Amortisation of prepaid land lease A LA E R (E17)
payments (Note 17) (1.2) (0.9)
Depreciation of property, plant YI%E ~ SR RRIEINE
and equipment (Note 18) (Pf¥EE18) (32.2) (20.4)
Auditors’ remuneration MRS (4.6) (3.8)
Operating lease rental expenses KRERE2HEMAx (4.7) (5.9)
Corporate expenses AEER (49.7) (33.3)
Transportation expenses EWER (13.8) (6.0)
Property management and agency fees MEEBERFTNE (19.8) (12.6)
Advertising costs EERA (3.3) (0.6)
Printing expenses ENmilE (4.7) (1.7)
Other expenses Hipx (40.0) (19.1)
Total cost of sales and HERARITRERLSE
administrative expenses (881.7) (472.8)
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9. FINANCE INCOME AND COSTS

Interest expenses:
Bank loans, wholly repayable
within 5 years
Bank loans, not wholly repayable
within b years
Other loans, wholly repayable
within 5 years
Other loans, not wholly repayable
within 5 years

Less: Capitalised in construction-
in-progress at capitalisation
rates of 5.11% — 7.83%
(2006: 2.25% — 6.64%)

Finance costs
Finance income — interestincome

on bank deposits

Net finance costs
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9. FBUARBERAR

FMERX
BITER  AREFRZEHEER

RITER  BARRFAZIEER

HittEF  EREFR2IHEER

EtER - BARLEAZHEE

B RE AL 2R5.11%-7.83%
(2006: 2.25%—6.64%) 5t A
EEIBRTFERTSD

BB AN
FEEBA - RITERZFE A

RE AT

2007 2006
—224HF —2ERE
HKS Million HKS Million
BEET BHEET
(93.2) (21.1)
(113.6) (67.6)
(39.9) (22.6)
(5.8) (6.1)
(252.5) (117.4)
90.2 50.4
(162.3) (67.0)
81.4 9.7
(80.9) (57.3)




10. DIRECTORS" AND SENIOR MANAGEMENT'S
REMUNERATION

0. ESRSREEEME

(a) Directors’ emoluments (a) EE#E
The remuneration of every Director for the year REEREE-_ZTLET-_RA=T-HEENHEW
ended 31st December 2007 is set out below: T

Employer's

contribution to

Special Salary & Discretionary pension
Fees fees other henefits honus scheme Total

ek BINSEE
Name of Director EIng e Hhles HitfER BEEL  2EEEF a5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEn FiEn FiEn T#n TiEn TiEn
OEl Tjie Goan SR 50.0 - - - - 50.0
WANG Jun IE 50.0 - - - - 50.0
LI Xueming Z2 50.0 - - - - 50.0
XU Zheng #iE 50.0 - - - - 50.0
0El Kang, Eric Rl 50.0 - 5.201.7 5,795.0 120 11,058.7
CHEN Libo B 50.0 - 37811 4,950.0 120 87937
NG Chi Man, Michael REX 292 - 19433 3,208.3 10 51878
TSANG Sai Chung, Kirk ZaR 50.0 - 15321 910.0 120 2.504.7
CHAN Kwok Fong, Joseph REIS 253 - 854.4 985.8 6.1 18716
TANG Sau Wai, Tom B3 50.0 - 1,855.7 468.0 120 2,385.7
CHENG Sum Hing, Sam BRE 0.1 - 9213 - 59 951.9
YEN Teresa BZEH 123 - - - - 123
LIU Guolin ZIEH 50.0 - - - - 50.0
FAN Yan Hok, Philip bR 125.0 100.0 - - - 225.0
CHUNG Cho Yee, Mico ek 1250 100.0 - - - 225.0
CHENG Yuk Wo B5HA 1250 100.0 - - - 2250
Albert Thomas DA ROSA, Junior BHE 1250 100.0 - - - 2250
10115 400.0 16,090.8 16,317.1 67.0 339164
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10. DIRECTORS" AND SENIOR MANAGEMENT'S
REMUNERATION (continued)

0. EZNSREEENE @)

(a) Directors’ emoluments (continued) (a) ESH2(E)
The remuneration of every Director for the year REEREE_ZTRETRA=T-HEENHEW
ended 31st December 2006 is set out below: T
Employer's
contribution to
Discretionary pension
Fees Salary honus scheme Total
BIKEETE
Name of Director EEHP fika e migTEA ZEEHF am
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR THET THET TER
OEI Tjie Goan LR 50.0 - - - 50.0
WANG Jun IE 2.3 - - - 2.3
LI Xueming gL 50.0 - - - 50.0
XU Zheng A 50.0 - - - 50.0
OEl Kang, Eric =l M1 4,258.3 2,569.5 12,0 6,881.5
CHEN Libo B 50.0 3,118.3 2,005.0 12,0 5,185.3
TSANG Sai Chung, Kirk =S 50.0 1,375.0 939.0 12,0 2,316.0
SO Hang, Selina e 2.8 574.8 - 6.9 604.5
TANG Sau Wai, Tom H7E M1 1,768.3 14770 120 3,299.0
CHENG Sum Hing, Sam HRE M1 2,000.0 507.9 120 2,561.6
LIU Guolin ZIBI 50.0 - - - 50.0
FAN Yan Hok, Philip BE 1129 - - - 1129
CHUNG Cho Yee, Mico ERE 121.0 - - - 121.0
CHENG Yuk Wo B 1210 - - - 121.0
Albert Thomas DAROSA, Junior  Z&li8 121.0 - - - 121.0
926.1 13,094.7 7,498.4 66.9 21,586.1
Notes: MizE -
1. Mr. NG Chi Man, Michael was appointed as an executive 1. REXFER-ZBLFA-REZERYTES -

director on 1st June 2007.

2. Mr. CHAN Kwok Fong, Joseph was appointed as an
executive director on 29th June 2007.

3. Mr. CHENG Sum Hing, Sam resigned as an executive
director on 29th June 2007.

4, Ms. YEN Teresa was appointed as a non-executive director
on 3rd October 2007.

5. Mr. WANG Jun resigned as honorary chairman and non-
executive director on 17th April 2008.
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2 REFSEER-SELERASTIEEZEEAHGTES -

3. BRELAER-ZBLFAASTIABEHTES -

4, HBEREZIR-ZZLETA=HEZAAFHTES -

5, IERARCEZNFOATLARMEREEIRFCHUTE
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10. DIRECTORS" AND SENIOR MANAGEMENT'S 0. EERSREEEHE @)
REMUNERATION (continued)

(b) Five highest paid individuals (b) EEMEHZRSAL
The five individuals whose emoluments were FR - AERREHEBESATERNZ(ZEEAE | [
the highest in the Group for the year include F)ES HMEFBERLY - FAMHB-B(Z2Z
four (2006: four) directors whose emoluments AE R ALTZAHMESWT

are reflected in the analysis presented above.
The emoluments payable to the remaining one
(2006: one) individual during the year are as

follows:
2007 2006
—EELE ZEERE
HKS$ Million HKS$ Million
BERT HEBT
Basic salaries, housing allowances, BEXEe  EEEM
share options, other allowances B - HMi2R
and benefits in kind BEYFE 25 14
Bonuses bAN 0.9 15
34 29
The emoluments of the individual fell within the ZAATHNEN T THEE
following bands:
2007 2006
- 3-8 3 ZEEARE
Number of Number of
individuals individuals
AE AH
Emolument band [
HK$2,500,001 — HK$3,000,000 2,500,0017% 7T — 3,000,000/ 7T - 1
HK$3,000,001 — HK$3,500,000 3,000,0013% 7T — 3,500,000 7T 1 -
(c) Share options (c) MBkE
The details of the share option schemes of the ARBZBRETEF RN ETECRENESSRS -

Company are stated in pages 57 to 63 of the
Report of the Directors.
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10. DIRECTORS’ AND SENIOR MANAGEMENT'S 10. EENSREEEME @)
REMUNERATION (continued)
(c) Share options (continued) (c) HEBARME(E)
Movements in the number of share options FR - BARTREZBEREHESEOT
outstanding are as follows:

Number of options

BREHE
2007 2006
“ETtF ZEERF

At 1st January W—A—8 138,900,000 -
Granted B 29,000,000 143,260,000
Exercised BT (2,200,000) -
Cancelled [BEE:] - (4,360,000)
At 31st December R+=A=+-8 165,700,000 138,900,000
Options vested at 31st December W+=ZBA=+—BHRBzERE 40,625,000 -
Share options outstanding at the end of year RERBHRTEBREZFHNT

have the following terms:

Number of options

EREYE
Date of grant Exercise period Exercise price 2007 2006
A TR fTfefE “ETLHF —TERE
HK$
BT
15th December 2006 15th December 2007 to 1.420 136,700,000 138,900,000
—EERE+ZATEA 14th December 2016
“E2+LF+ZAtABRE
—E-RE+=AtMA
7th June 2007 7th June 2008 to 1.948 10,000,000 -
“ETLFRALA 6th June 2017
—E2EN\FXAtAZE
—E—tFXARA
3rd July 2007 15th December 2007 to 2.300 10,000,000 -
—ETLFLA=H 2nd July 2017
“E2+LF+ZAtHBEE
—E—tFtA=H
3rd July 2007 3rd July 2008 to 2.300 9,000,000 -
—ETLFLA=H 2nd July 2017
—2E\FtA=HZE
—E—tFtA=H
At 31st December +=B=+-H 165,700,000 138,900,000
Options vested W+-—B=+—-HEE
at 31st December ZBRE 40,625,000 -
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10. DIRECTORS" AND SENIOR MANAGEMENT'S
REMUNERATION (continued)
(c) Share options (continued)

The fair value of options granted during
the period determined using the Binominal
valuation model is HK$19.7 million. The
significant inputs into the model were share
price of HK$1.92 and HK$2.3, at the grant date
of 7th June 2007 and 3rd July 2007 respectively,
exercise price shown above, volatility of 50%,
dividend yield of 7%, an expected option life
range from 5 years to 8 years and on annual
risk-free interest rate range from 4.695% to
4.699%. The volatility measured at the standard
deviation of continuously compounded share
returns is based on statistical analysis of
weekly share prices over the last 12 months.

11. EMPLOYEE BENEFIT EXPENSES

10, EBNSAEEBHNE @)

(c)

Wages, salaries and other benefits 1% HELREMERN
Employee share option benefits REBRERT
Pension costs BIKEHA

Write back of provision for unused REAERBERR
annual leave

Capitalised in properties under ERBERTUERRER
development

Charged to cost of construction HEES WA IR
contracts

Amount charged to income statement #EEZXRNKRZLEHE
(Note 8) (Fff&E8)

Notes: FEE -

(a)

(b)

— Defined contribution plan (Note a)

The Group operates the MPF scheme under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF scheme is a defined contribution retirement
scheme administered by independent trustees. Under the MPF
scheme, the employer and its employees are each required
to make contributions to the scheme at 5% of the employee’s
relevant income, subject to a cap of monthly relevant income of
HK$20,000. Contributions to the scheme vest immediately.

Contributions totaling HK$0.4 million (2006: HK$0.4 million) were
payable under the MPF scheme at 31st December 2007.

— EBMEE S (Ma)

(b)

B RE ()
FRAZEXNGEENECRENREBREZATES
19,700,00087C - MAZEENEAEEANKELEAHE -
ZLEABLARZEZLELAZR  REDHIA1928
TR23BIT ~ FMITHEE  RIES0% © BREETY - BRE
FEEF N FH28F  WIRMARF 2 %4695E £4.699E
FE  UEHERARAEREZEERENEZREIR
BRFAA S BRESTIMTE

1. EERAFEX

2007 2006
—E2LF A
HKS$ Million HK$ Million
BEBT BEET
(99.9) (58.7)
(36.7) (15.0)
(0.5) (0.5)

0.1 0.2
(137.0) (74.0)

6.3 -

20 15
(128.7) (66.5)

AEERBREBBAMVBESH RO 2RER L —RBEST
8 LI ARABRETBERKHIZEZEEMR - BEEFE)
RABYETAEE 2 ERERNEHE - REBRESHE
EEAEEYARRESHEAS Z5%EtEMELHEN  BE8A
ZHABAE ERA20,000/8 7T o st B HKBEERHENMEES -

4 400,000/ 7T (ZZZR4F : 400,000 7T) 2 BB B @ES S
EN=—BBLE+-A=t—-HBEEEXM -
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ma

IR AT

12. INCOME TAX (EXPENSE)/CREDIT
Hong Kong profits tax has not been provided as the
Group has sufficient tax losses brought forward
to offset taxable profit for the year (2006: Nil).
Mainland China income tax has been provided on
the estimated assessable profits of subsidiaries
operating in Mainland China at the rates ranging
from 15% to 33% (2006: 15% to 33%).

12. FifE®(ZH), B’ E
HRAEEEE EARFRBEEURERNEERREREF - &
TEREBANEGHELRE(ZSEAF | &) - FERMHTER
BliZBATEAMEE 2B QR 2 b EEBER » BN T
15%E33% 2B R (ZBBNE | 15%E33%)EH B4 o

Current income tax EHPTER
Mainland China income tax FREI At FTS R
Over provision in prior years N FERERE

Deferred income tax (Note 36)

Change in fair value of
investment properties

Impact of new Corporate Income
Tax Law (Note (a))

(FfEE (a)

Notes:

(a)

(b)

On 16th March 2007, the National People’s Congress approved
the Corporate Income Tax Law of the People’s Republic of China
(the new “CIT Law"). The new CIT Law reduces (increases) the
corporate income tax rate for domestic enterprises (foreign
invested enterprises) from 33% (15% or 24%) to 25% with effect
from 1st January 2008. The new CIT Law also provides for
preferential tax rates, tax incentives for prescribed industries
and activities, grandfathering provisions as well as determination
of taxable profit. As a result of the new CIT Law, the carrying
amount of net deferred tax liabilities for the year ended 31st
December 2007 has been increased by HK$7.6 million.

Share of income tax of associated companies amounting
to HK$4.0 million (2006: HK$71.7 million) are included in the
consolidated income statement as share of profits less losses of
associated companies. Share of income tax of jointly controlled
entities is nil for the years ended 31st December 2007 and 2006.
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EEFEH (FIEE36)
REMEATESS

HEEREH A8

BfaE

(a)

(b)

2007 2006
—ZELHE “EEREF
HK$ Million HK$ Million
BEBT BEET
(5.2) (1.9)

1.8 59

(3.4) 4.0
(84.5) -
(7.6) -
(92.1) -
(95.5) 4.0

REZBZELE=ZA+XA > 2EARKRRASHEHREA
REAMBSEFRERE(HOEMERE] - HLERS
PUEBATE(MNERE) 2 EFBHERMI3% (15%H
0%)FHRENY  BZZEENF—-A—HBEW - FHE
FERENREEERE  BETEREH 2 HEES
PBEMGEIREEERRERN - FEEFREH EEREE
CEELF+ A=+ -RLEECZELEREEERHER
T & 5B 42 17,600,00078 7T ©

FEEBE DTSR 54000008 T (Z22XE
71,700,000 7T) » 2 BIIRFEGEEE A B G RBEET AGRE
BEX REZE-ZTLR-ZERE+ZA=1+—-HLt
FE  AERRZEEFREHAS -



12. INCOME TAX (EXPENSE)/CREDIT (continued)
The tax of the Group’s profit before income tax
differs from the theoretical amount that would arise

13.

using the weighted average tax rate applicable to
profits of the consolidated entities as follows:

Profit before income tax

Tax calculated at the domestic rates
applicable to profits in the
respective countries

Profits and losses attributable to
associated companies

Losses and profits attributable to
jointly controlled entities

Expenses not deductible for
taxation purposes

Income not subject to tax

Tax losses not recognised

Utilisation of previously unrecognised
tax losses

Effect on opening deferred tax of
change in tax rate

Over provision in prior years

Tax (charge)/credit

The weighted average applicable tax rate was 18%

(2006: 21%).

FRSBLADER

BRABER ZENER
BIAB R E 2 BA

Bre R RIEN REE
BE QN FARGERRER
A 2B
BERBA
RER 2 BIEEE
ERBAFERRARERR
HEGE 2 FELEH RS E
DS ERERE

BE (HR) HER

12. FREH(XH), K% @)
RNEERFERAERZHE  ERAMETOREMERNS
BEORERR T AR 2T

2007 2006
—FELF —2TRF
HKS Million HKS Million
HEBT BERT
945.2 9743
(168.8) (118.3)

6.8 31.7

(0.5) 12.8
(93.9) (41.9)
167.9 1123
(1.2) (1.8)

- 33

(7.6) -

18 5.9

(95.5) 4.0

IEFIBATZEE18%(ZZERE : 21%) ©

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS 13, AAERREREFE ARILRR

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$288.5 million (2006:

HK$878.2 million).

AARRERBREZADARRBESTARERNE
288,500,000 7t (=T 75 : 878,200,000/ 7T) °
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14. EARNINGS PER SHARE

(a)

(b)

Basic
Basic earnings per share is calculated by
dividing the profit attributable to equity holders
of the Company by the weighted average
number of ordinary shares in issue during the
year.

FREF

(a)

=¥
BREABNDREAR D ARREZEE ABGEFRE
AERTEBR ZIEFIHEE -

Profit attributable to equity holders A&7 &R EEREE ABLER

of the Company (HK$ Million)
Weighted average number of

(B8#ET)

ordinary shares in issue (Million) (H#)
Basic earnings per share BREAZF
(HK cents per share) (BRAL)

Diluted

Diluted earnings per share is calculated
by adjusting the weighted average number
of ordinary shares outstanding to assume
conversion of all dilutive potential shares
arising from the exercise of the share options.
A calculation is made in order to determine
the number of shares that could have been
acquired at fair value (determined as the
average annual market share price of the
Company’s shares) based on the monetary
value of the subscription rights attached to
outstanding share options. The number of
shares calculated as above is compared with
the number of shares that would have been
issued assuming the exercise of the share
options.

ERTEBRZ MEFIR

(b)

2007 2006
—getE —ETAE
8346 579.4
5,296.2 2,695.7
158 215

3
BREERNDEBARCHRITEBRZMEFIH - U
BRIFBRTEBREMEE < BBEEROYCELR
MatE - AR ENREMRTEBRERMIBEZE
WEEFL  AUEEREUAQNTE(BEERAFLTRN 2
EEVONERE) BB ZROAE - LXEEZRHHA
DEBRBRETEMCRITROHBFLLE

Profit attributable to equity holders A4 &RFEEREE AELEF

of the Company (HK$ Million) (BEBT)

Weighted average number of

ordinary shares in issue (Million) (H#)
Adjustments for share options B PR R
(Million) (B8)
Weighted average number of HESREBERFY
ordinary shares for diluted BB T
earnings per share (Million) (B8)
Diluted earnings per share BREERF
(HK cents per share) (BRAL)
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EBRTEBRZMETFIR

2007 2006
—22LHF —ETRE
834.6 579.4
5,296.2 2,695.7
31.0 -
5,321.2 2,695.7
15.7 215




15. DIVIDENDS

Interim:

Special dividend paid, of HK2.0 cents
(2006: Nil) per ordinary share

Interim dividend paid, of HK8.0 cents
(2006: HK4.5 cents) per
ordinary share

Final:
Proposed special dividend, of
HK2.0 cents (2006: Nil) per

15. IRE

2b-
EASRIRE  SREBER20EA
(ZZBEREF | H)

EATEHRE  SREERS0EAL
(ZEBZRE ©458(0)

KRER:
BREBRIRE  BREER2.0E
(ZBZRE  H)

ordinary share

Proposed final dividend, of HK1.5 cents #RAEBRE - SREBER 55

(2006: HK6.0 cents) per
ordinary share

On 23rd April 2008, the Board of Directors proposed
a special dividend of HK2.0 cents per ordinary share
and a final dividend of HK1.5 cents per ordinary
share payable in cash, the amounts of which are
not accounted for until they are approved at the
forthcoming annual general meeting. The amounts
will be reflected as an appropriation of the retained
earnings for the year ending 31st December 2008.

The final dividend of HK6.0 cents per ordinary share
for the year ended 31st December 2006, totaling
HK$288.8 million (2005: HK$116.4 million) was
approved at the annual general meeting held on
28th May 2007 and paid in June 2007. It has been
reflected as an appropriation of retained earnings
for the year ended 31st December 2007.

(ZZBZRE : 6.0/840)

2007 2006
—EELHE —EERE
HK$ Million HK$ Million
BEET BEET
108.7 -

434.6 130.6

162.1 -

121.6 288.8

827.0 419.4

RZZENEMAZT=H  ESEERURSIOFHERES
REBERLBURARMRESREBER 5B - BESERED
BETCRRBEAS LRERTEANR - ZEREARIE
BE-ZZ)\F+ A=t -HUEFEZREENIE -

HEEZAF+ A=+ HLEEESRTERCOBM 2K
HARR S 42 21 45288,800,000/ T (ZEZ R F © 116,400,000 7T) £
MRESBEN_TZLERA T N\ARTRRBFTASER
B BERZEELFRARM - Z2EEARIMEBZEZZZ
tE+ZB=+—-HIEFEEZRBERIHE
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16. INVESTMENT PROPERTIES — GROUP 16. REWF-KHE

2007 2006

“EBEHE —EEREF

HK$ Million HK$ Million

HEAT HEAT

At 1st January n—A—H 21934 1,304.8
Acquisition of a subsidiary Wi — BB AR - 578.0
Exchange differences ERELE 192.0 64.3
Fair value gains DN ERES 536.8 246.3
At 31st December Rt+t=-—A=+—-8” 29222 2,193.4

The investment properties were revalued at 31st
December 2007 on an open market basis by Knight

REMFARIR -ETLE+ A=+ -BRAATEERE
ftie

Frank.

The Group leases out investment properties under AEERBELEHEHERENX - HE-RILAP—E+
operating leases. The leases typically run for an F IRBEHHERREBRESY - HEYTRESAES -

initial period of one to ten years, with an option
to renew the lease after that date at which time
terms are renegotiated. None of the leases include
contingent rentals.

As at 31st December 2007, investment properties R-ZZZLF+ZA=+—1  PERKHBEE1349900,000% T
in Mainland China of HK$1,349.9 million (2006: (ZZZRF 1 1,852,200000870) 2 RENE - EEATEEME
HK$1,852.2 million) were pledged as securities for REMEZ IR (BIEE35) ©

the Group's long-term borrowings (Note 35).

The Group's interests in investment properties AEERRENE R REEFEREDRINAOT
at their net book values and the lease terms are
analysed as follows:

2007 2006
—EBLF —EENF
HK$ Million HK$ Million
BEEER BHEBT
In Mainland China, held on: R BERbiEE
Leases of between 10 to 50 years NFIZFE2HE 29222 2,193.4
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17. PREPAID LAND LEASE PAYMENTS — GROUP 17. AL EER-&E

2007 2006
—EEEHE “ETRE
HK$ Million HK$ Million
BEER HEAT
At 1st January n—A—H 224.6 157.4
Exchange differences EHELE 121 5.8
Additions B 173.6 68.1
Acquisition of a subsidiary (Note 40) Wy i — R B A B (FiEEE40) 1,189.0 -
Transfer from a deposit paid for HYERRELD 2 OMHREEA
a property development project 16.5 -
Transfer from construction-in-progress HEZIREA
(Note 18) (FffzE18) 14.9 1.3
Amortisation oy
— Capitalised in properties under — DR R LR T ER
development (Note 19) (FHtEE19) (5.6) -
— Capitalised in construction-in-progress - BRERIRBZER (7.8) (7.1)
—Recognised as expenses (Notes 7 & 8)  —CRREES (HIT1KS) (12.5) (0.9)
At 31st December W+=—A=+—H 2,259.8 224.6
In Hong Kong, held on: REBEE
Leases of between 10 to 50 years NFNE0EZHE 825 -
In Mainland China, held on: WA
Leases of over 50 years BIBRE S 1,240.3 -
Leases of between 10 to 50 years NFNENEZHE 937.0 224.6
2,259.8 224.6
Certain bank borrowings are secured by the Group's E B HE{E18,800,000/8 ;T (ZFZ R F @ 3,700,000/ 7T) T
prepaid land lease payments with carrying values AR B C K AUMIGE TIRITEK (HE35) °

of HK$18.8 million (2006: HK$3.7 million) (Note 35).
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18. PROPERTY, PLANT AND EQUIPMENT - GROUP  18. #1% - sz K& E —&H

Electric Water
utility utility Other
Construction-  plantand  plantand  plantand

in-progress  equipment  equipment equipment  Buildings Total
Afty
HRIE REMREE HABRRE HERRE gF a8

HKS Million  HK$ Million  HKS Million - HKS Million  HK$ Million HK$|V|i|Iioﬁ
BEBnT HEER BEBRR  BEEn  EEER  BEER

At 1st January 2006 W-ZExE-A-H
Cost A 258.7 - 2088 3.1 8.2 5108
Accumulated depreciation ZHMERAE

and impairment - - - (23.5) (4.6) (28.1)
Net book amount A 258.1 - 208.8 11.6 3.6 4827
Year ended 31st December 2006 HE-ZEXE+ZA=1-H

ILEE

Opening net book amount ENEESE 258.7 - 208.8 11.6 3.6 4827
Exchange differences ENES 95 - 11 03 - 175
Acquisition of a subsidiary WE-BHEAT - - - 0.2 - 0.2
Transfer in/(out) Z)\/(4) (28.8) - 19.3 - 8.2 (1.3)
Additions HE 620.9 - - 119 - 632.8
Disposals g - - - (0.5) - (0.5)
Depreciation E - - (16.7) (59) (02) (228)
Closing net hook amount ERETEE 860.3 - 219.1 176 116 1,108.6
At 31st December 2006 RZBERFTZA=1-H
Cost A 860.3 - 2358 46.1 16.4 1,158.6
Accumulated depreciation ZHERAE

and impairment - - (16.7) (28.5) (4.8) (50.0)
Net book amount REFE 860.3 - 219.1 176 116 1,108.6
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18. PROPERTY, PLANT AND EQUIPMENT — GROUP  18. 1% - #gs K&tk — & E (4)

(continued)
Electric Water
utility utility Other
Construction-  plantand  plantand  plantand
in-progress  equipment  equipment  equipment  Buildings Total
Hth
HEIR BERRRE WkEREE HERRE EF a5
HKS Million  HK$ Million  HK$ Million  HK$ Million  HKS Million  HKS Million
BE®RnT HEET BEEn BEEn BEER BEER
Year ended 31st December 2007 BZE-ZZtE+-A=1-H
LFE
Opening net book amount ENEOEE 860.3 - 219.1 176 116 1,108.6
Exchange differences ERES 65.7 (04) 16.1 04 0.6 824
Transfer in/{out) @A /(H) (650.5) 635.6 - - - (149)
Additions HE h44.9 - 0.2 29 321 601.1
Disposals 3 - - - (0.8) - (0.8)
Depreciation e - (78) (174) (8.9) (0.9) (35.0)
Closing net hook amount ERETTE 8204 6274 2180 322 434 1,704
At 31st December 2007 RZBEtE+-A=1-H
Cost R 8204 635.6 254.1 68.0 492 1821.3
Accumulated depreciation ZEHTERAE
and impairment - (8.2) (36.1) (35.8) (5.8) (85.9)
Net hook amount REFE 8204 6274 2180 3.2 434 1,744
The construction-in-progress represents the FRIBETEEEEREMDARKFEANRZBENA

construction costs recorded in the balance sheet at
the net amount of costs incurred.

Depreciation expenses of HK$0.8 million (2006: ITEFA 800,000 7T (=T /NF 4000008 T) BIERERA -
HK$0.4 million) have been included in cost of 2,000,008 7T (ZFZ/8F © 2,000,008 T) EREZBEER T2 E
construction, HK$2.0 million (2006: HK$2.0 million) 7K+ 132,200,000 7T (=& %—ﬁ 20,400,000 7T ) B 5T ASHER
has been capitalised in infrastructure projects KRITHER (HiFEs) ©

and HK$32.2 million (2006: HK$20.4 million) has
been included in cost of sales and administrative
expenses (Note 8).

Certain bank borrowing are secured by the Group’s FEEIRE{E446,900,0008 T (22 RE | B) 2 BERRFEE
electric utility plant and equipment with carrying BRI LUEGE TRITHER( I?ﬁ?35

values of HK$446.9 million (2006: Nil) (Note 35).

Certain bank borrowings were secured by the REER ST AFIRMEE262,4000008 T2 ERIEDIKHU
Group’s construction-in-progress with carrying WEETRITER °

values of HK$262.4 million in 2006.
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19. PROPERTIES UNDER DEVELOPMENT — GROUP  19. #R*YI%x—-&E

Properties under development BRPFEEE
comprise:
Land costs i) %N
Construction costs and
capitalised expenditures BERARERRER

Amortisation of prepaid land lease
payments (Note 17)

B LA E R (ME17)

Included in the properties under development was
a deposit of HK$1,000.2 million paid to acquire land
use rights of which the certificates were still in the
progress of being obtained.

The properties under development are all located in
Mainland China.
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2007 2006
—EELHE —EERE
HK$ Million HK$ Million
BEBT BEET
1,139.6 -
213.6 -

5.6 -

1,358.8 -

BRPMERLRPEA M o

STARRPYEZER B A L AR 2% $1,000,200,0005
7 BREREENERIARERE o



20. INTANGIBLE ASSETS — GROUP 2. BEE-5H

Concession
Goodwill rights Total
[E5ES 15ERE 1z
HK$ Million HK$ Million HK$ Million
HBEBT BEBT BEBT
At 1st January 2006 R-EEXF-HA—H
Cost 5% - 57.3 51.3
Accumulated amortisation B - - -
Net book amount EESE - 57.3 51.3
Year ended 31st December 2006 BE-EZRF
+=ZA=t—-HLEE
Opening net book amount FYREEE - 57.3 57.3
Acquisition of additional interest U BB R B D B) 2 B HMERS
in subsidiaries 6.3 - 6.3
Amortisation (Note 7) H8H (M) - (0.3) (0.3)
Closing net book amount FRIEEEE 6.3 57.0 63.3
At 31st December 2006 RZEZEAFE+ZHA=+—H
Cost B A 6.3 57.3 63.6
Accumulated amortisation DY - (0.3) (0.3)
Net book amount REFE 6.3 57.0 63.3
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20. INTANGIBLE ASSETS — GROUP (continued)

0. BREEE -8 &)

21.

Concession
Goodwill rights Total
GRS 1R e
HK$ Million HK$ Million HKS$ Million
HEET BEBT BEET
Year ended 31st December 2007 HE-ZZLHF
tTZA=+-BLEE
Opening net book amount EYETDEE 6.3 57.0 63.3
Amortisation (Note 7) e (MEET) - (0.4) (0.4)
Closing net book amount FERIEEEE 6.3 56.6 62.9
At 31st December 2007 R-EEtF+=A=+—H
Cost AR 6.3 57.3 63.6
Accumulated amortisation B - (0.7) (0.7)
Net book amount REFE 6.3 56.6 62.9
The key assumptions used for assessment of RETEBER ST EE/ERNT ¢
goodwill and concession rights are:—
Weighted
Years of average of
Names of projects Discount rate calculation growth rate
HEER BRIRZ SEES METHERE
Wind power plants in Heilongjiang ZESTRDRER 9% 20 5.7%
Toll road in Guilin EMUGE DB 10% 29 9.4%
Water supply plant in Hainan R 9% 17 4.6%

The discount rates used are pre-tax and reflect
specific risks relating to the relevant segments
while the weighted average growth rate used are
referenced with the forecasts of relevant industries.

Based on the assessments, no impairment provision
was made on goodwill and concession rights as at
31st December 2007 and 2006 respectively.

DERIVATIVE FINANCIAL INSTRUMENTS —
GROUP

Put options
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FIRBz R EBBA R T RRAERB D BEERMZBERE - M
Frir Az IEF IR RERBE B EMBITR 2R

BREFE - 2R -EELER-SEAFTA=1T—HZH
BRI LM ERE -

. TTEERIA-&F

2007 2006

—E3LF —2TNF

HKS$ Million HK$ Million

BEABTT BEET

PR 5.0 8.0




21.

22.

DERIVATIVE FINANCIAL INSTRUMENTS —

GROUP (continued)

The balance represents a put option right to sell the
Group's 45% interest in Hong Kong Construction
Kam Lung Limited, which was fair valued at 31st

December 2007 and 2006.

FINANCIAL INSTRUMENTS BY CATEGORY

Group

Assets as per consolidated
balance sheet
31st December 2006

Available-for-sale
financial assets (Note 23)
Financial assets at fair value
through profit or loss (Note 28)
Trade receivables (Note 29)
Receivables from a related
company (Note 29)
Restricted cash (Note 31)
Cash and cash equivalents
(Note 32)

Total
31st December 2007

Available-for-sale
financial assets (Note 23)
Financial assets at fair value
through profit or loss (Note 28)
Trade receivables (Note 29)
Amount due from a jointly
controlled entity (Note 29)
Receivables from related
companies (Note 29)
Restricted cash (Note 31)
Cash and cash equivalents
(Note 32)

Total

21. PTESRIE-58 @)

EREATE H &R E @ M Hong Kong Construction Kam Lung Limited 45%

BReRaHE ER-ETLER-EERE+-A=1+—H
BEAFETIE -
2. ZERESZEMIA
Assets at fair
value through
Loans and the profit Available-
REE receivables and loss for-sale Total
BEAFEE
BRERIE
B R EBR ZEE EHE Hze
HK$ Million HK$ Million HK$ Million HK$ Million
BEAET BEAT BEBRT BEARRT
REEERER
ZEE
NZBERE
+ZA=+—H
HHESRERE
(BffEE23) - - 4.1 4.1
BAFEEBRRIIER
ZEREE (KHi5F8) - 11.2 - 1.2
PEUR BR X (iTEE29) 47.3 - - 473
ap=UNG e Al EN
(BffzE29) 3.6 - - 36
ZRRHIR S (fFEE31) 294.2 - - 294.2
BeRBeZEY
(BffEE32) 1,062.5 - - 1,062.5
Febs 1,407.6 11.2 4.1 1,422.9
= 3
+=—RA=+—H
HHESREE
(BffzF23) - - 25.8 25.8
BEATHEREBRERIE
Z e & E (fizF28) - 93.3 - 933
PEUR BR R (PfTEE29) 115.9 - - 115.9
NNl e
(BffEEF29) 0.8 - - 0.8
BEE A B 2 TR
(BffEEF29) 12 - - 1.2
ZRHIR S (fIFFs1) 1,508.9 - - 1,508.9
BeRBELEEY
(Bff=E32) 4,416.0 - - 4,416.0
P 6,048.8 93.3 25.8 6,167.9
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22. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

Liabilities as per consolidated
balance sheet

31st December 2006

Borrowings (Note 35)

31st December 2007
Borrowings (Note 35)

Company

Assets as per balance sheet
31st December 2006
Amounts due from subsidiaries (Note 24)

31st December 2007
Amounts due from subsidiaries (Note 24)
Financial assets at fair value

through profit or loss (Note 28)
Restricted cash (Note 31)
Cash and cash equivalents (Note 32)

Total
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REEERERZAR

R=FFAF+=A=1—H
fa 5k (Pf=E35)

R-EZtF+-A=1—H
fER (Ff5£35)

QT

alj

BEEEBRZEE
RIFEERE+ZR=+—H
U B A B 2 0B (M=t 24)

R-EZtF+-B=+—H
FEURFf B 2 B 2 FR0B (i eE24)
BOAFEEBERYE
ZEREE (KizF8)
ZIREFS (HEE1)
BeRRSEE (IFE32)

st

2. BERHESzERmIAE)

Other
financial
liabilities

HihepaE
HK$ Million
BEBET
2,314.5
2,789.2
Assets at fair
value through
Loans and the profit
receivables and loss Total
ROV ER
BHERYIER
ER R EWR ZEE HEE
HK$ Million HK$ Million HK$ Million
BEET BEBTT BEET
2,251.7 - 2,251.7
8,164.0 - 8,164.0
- 81.3 81.3
440.8 - 440.8
1,933.2 - 1,933.2
10,538.0 81.3 10,619.3




23. AVAILABLE-FOR-SALE FINANCIAL ASSETS -

GROUP
1st January —B—H
Additions wnE
Disposal HE
Net gains recognised as equity BRAEDR 2 WS FE
(Note 34) (Pff&E34)
31st December +-A=+—-H
Unlisted securities FLEHES
Equity securities RAE %
Club debentures BiES

There were no impairment provisions on available-
for-sale financial assets as at 31st December 2007
and 2006 respectively.

Available-for-sale financial assets are denominated
in the following currencies:

Hong Kong dollar T
Renminbi AR

#

The fair values of unlisted securities are based on
discounted cash flows with reference to market
interest rate and the risk premium specific to the
unlisted securities.

B AUHHEEHREE -£H

2007 2006

—ZELHE —EBERE

HK$ Million HK$ Million

BERBT BEET

41 -

215 29

- (0.3)

0.2 15

25.8 4.1

21.5 —

43 4.1

25.8 4.1

RIBELER_TEAFT A=+ —HUERIHHESH

EEELRERE -

AEHESREENT YIS’ E !

2007 2006

—FELF —2TRE

HK$ Million HK$ Million

BEBT BEBTT

33 3.1

22.5 1.0

25.8 4.1

REMREZAVFEIZED SN RRF LHESEE 2RERE
EBEZHRATRENE °
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24. SUBSIDIARIES — COMPANY 24, BT —2AF
(a) Investments in subsidiaries (a) RHBARZEE
2007 2006
—EEHF —EERE
HKS Million HKS$ Million
HEBT BHEBT
Unlisted shares, at cost FEMBRM > TR 150.0 30.4
Particulars of the principal subsidiaries are set REEMB AR ZFBERNE18BE198E
out on pages 193 to 198.
(b) Amounts due from subsidiaries (b) FEWHBARFE
The balances with subsidiaries are unsecured, MEBARMIBAEER 2 ERLBETERS
interest free and have no fixed terms of
repayment.
25. ASSOCIATED COMPANIES — GROUP %5 HEAR-%E
2007 2006
—EELHF —EERE
HKS Million HKS$ Million
HEBT HEAT
Share of net assets/(liabilities) BIEEE /()38 349.2 (185.6)
Amounts due from associated FEU RS N ) EE
companies 687.7 1,319.7
Provision for impairment losses B RE (22.8) (22.8)
1,014.1 1,111.3
The balances with associated companies are BRI =22 RE R 71,200,000 T 2 R E A R FUERRIEE
unsecured, interest free and have no fixed terms TRERRMETEM EEH?“#"Tﬁz,%*ﬁéIﬁﬁ# e RE
of repayment except for the amounts due from ElEEMRH o

associated companies of HK$71.2 million in 2006
which borne interest at Hong Kong dollar prime
rate.
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25. ASSOCIATED COMPANIES — GROUP (continued)

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

Assets BE
Liabilities afE
Net assets/(liabilities) BE/(BE)F
Revenue W=

Profit before income tax FREB AR

Income tax expense FEHAX
Profit for the year AEERA
Notes:

(a)  On 20th September 2007, the Group sold its entire shareholding
and loan interest in Quick Wealth Investments Limited, Hong
Kong Jing Guang Development Limited and Right Choice
International Limited to independent third parties at a total
consideration of HK$505.0 million. A gain of HK$181.2 million was
recorded.

(b)  On 18th May 2007, the Group paid RMB43.7 million (equivalent
to approximately HK$45.2 million) to acquire a 40% interest in
a newly set up company, CECIC HKC Wind Power Company
Limited ("CECIC HKC"), a company incorporated in the PRC. CECIC
HKC has issued and paid up share capital of RMB109.2 million
(equivalent to approximately HK$113.0 million). Its principal
activities are construction, operation and management of a 200
MW wind power plant in Hebei, the PRC.

(c) Details of principal associated companies are set out on page
199.

4
3

25. BHENR-SE @)
AEEREBRENR2EERBEEFERMMT

MI&E -

(a)

(b)

(c)

2007 2006
—E3LF —2TRF
HK$ Million HK$ Million
BEBT BB
1,833.8 2,158.2
(1,484.6) (2,343.8)
349.2 (185.6)

76.3 83.2

31.7 187.9

(4.0) (71.7)

33.7 116.2

REZZBBLERAZTAH - AEEEBAE5050000008 7T - @3
UREZHFHEERREREERAT EARERBERATAR
Right Choice International Limited 2 2 S8R #E R E 5 R - Rm#zE
I %5181,200,00058 7T ©

RIZEZEFRATNR  REEZSARYS3700,0007T (BER
#945,200,00078 7T ) - AKEEH AL A R P EIESE AN BB (R
BRAR (3R ]) 240%EE - ZAARPEEMAYL - RiEzZE
BITHARARE A E#109,200,0007T (FH25549113,000,00058 7T) &
FTEERARNPETLERE KEREERTEIE0000TKE
BrBENRER -

FTERENRZFBEENEI19E -

BBER (BR) ARAR —ZTLEFR (157
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26. JOINTLY CONTROLLED ENTITIES — GROUP 26. SENTE
2007 2006
“ETLHF —EERE
HK$ Million HK$ Million
BEAT BEBET
Share of net assets FELEESE 1,041.8 3779
Net amounts due to A EE N REFE
jointly controlled entities (11.9) (9.0
Portion due within one year, classified —&RZBHIEAFBESENDS
as current assets (0.8) -
Provision for impairment losses B ERE (5.3) (5.3)
1,023.8 363.6
The following amounts represent the total of the THBEEFREREFMESEQN D2 EERABREER
Group's proportionate interests of share of assets B Wi ARGEEEBERRESR
and liabilities, and results of the jointly controlled
entities which are included in the consolidated
balance sheet and income statement.
2007 2006
“EEEHE —ETRE
HKS$ Million HKS$ Million
BEER HEAT
Assets BE 1,118.3 482.0
Liabilities aE (76.5) (104.1)
Net assets BESE 1,041.8 3779
(Loss)/profit before income tax FrEsa (ER) S BR (6.2) 72.8
Income tax expense R H - _
(Loss)/profit for the year RERE (E5B) /%7 (6.2) 72.8

Notes:

(a)

(b)

(c)

(d)

Balances with jointly controlled entities are unsecured, interest
free and have no fixed terms of repayment.

There are no contingent liabilities relating to the Group's interest
in the jointly controlled entities, and contingent liabilities within
the respective entities.

Details of principal jointly controlled entities are set out on page
200.

On 10th January 2007, the Group entered into an equity transfer
agreement to acquire an additional 15% of the paid up share
capital of the joint venture engaged in a real estate development
project in Shanghai at a total price of HK$582.0 million. As a
result, the Group's interest in the joint venture increased from
10% to 25% after the acquisition. Details of the acquisition are set
outin Note 41(c).
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MI&E -

(a)

(b)

(c)

(d)

HEE N AR ERTRER  REREETERY -

WEEEAREMESELERENAARE  MABSERE
EBEETEIREE -

FESE DA ZFHIEHNE00E ©

RIZEZLF-B+R AEEFTI—DREEERZ  REE
582,000,000 T - WK EEXERERHERREB2RED
£THARATEIMYRER - At - AEBRWBAREZEELE
ZRER10%IE I ZE 25% o WIBREEE R KTEE4(c)



27. PROPERTIES HELD FOR SALE
At 31st December 2007, the carrying amount of
properties held for sale that are carried at net
realisable value amounted to HK$7.1 million (2006:
HK$95.1 million), and in which the prepaid land
lease payments amounted to HK$5.1 million (2006:
HK$71.5 million).

21. fESHERBR 2
RIZBZLE+A=+—0  BEHEERBZYUERTER
FEHER - HEREEA7,100,00058 7t (ZEZ N F © 95,100,000
B HR X EAEETA510000E T (ZSFRE
71,500,000/8 7T)

28. FINANCIAL ASSETS AT FAIR VALUE BATHEEERRIIRZERERE
THROUGH PROFIT OR LOSS
Group Company
REE RAF
2007 2006 2007 2006
“EELE “EERE —EETLE —EERE
HKS Million HKS$ Million  HK$ Million HK$ Million
BHEBRT BEBT HEAT HEBT
Equity securities: PR
— Listed in Hong Kong at —-EELm
market value EHE 0.3 0.1 0.3 -
— Unlisted -t 93.0 11.1 81.0 -
93.3 11.2 81.3 -

Financial assets at fair value through profit or loss
are presented within ‘operating activities’ as part
of changes in working capital in the cash flow
statement (Note 42(a)).

Changes in fair values of financial assets at fair
value through profit or loss are recorded in other
income in the consolidated income statement
(Note 6).

The fair value of listed equity securities is based
on the current bid price quoted in market at the
balance sheet date. The fair value of financial
instrument that is not in an active market is
referenced to professional valuations when
necessary and uses a variety of methods and makes
assumptions that are based on market conditions
existing at the balance sheet date.

BAVERESERIRZEHEEERSREBRNEEEK I
285 FREEESNHE B (MEE42a) ©

BAVERESERIRZEHEEZAFERD  SFAFRSRESE
RAEAYA (KIEE6) ©

EIHRARBSZ ZAFEDNRERGEE BN SMREFEAER
E-YFMERRTEEECEMTAATERZERESEEX
e WEAZELERRBERER ZRITHRELER -

EFBER (ER) BRAF —STLEFR (159
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29. TRADE AND OTHER RECEIVABLES 29. FEWCERF R HAbBREUK
Group Company
rEE FIN/NE]
2007 2006 2007 2006
“EEtE —EERE —ETtF —EERE
HKS$ Million HK$ Million  HK$ Million HKS$ Million
BHEBT BEET BEBRT BEET
Trade receivables FEURBRER 115.9 47.3 - -
Less: provision for impairment o REERER
of receivables S E RS (19.8) (18.8) - -
Trade receivables — net FEUR BR E R 4R 96.1 28.5 - -
Bills receivable EREE 10.7 - - -
Retention receivables FEWR L ZhaE 16.4 15.9 - -
Other receivables and deposits, HMEWERIZES
net of provisions (BHBREE) 539.8 170.3 0.7 0.4
Deposit paid for a property YIERRIER Y
development project StRe 69.7 16.5 - -
Gross amount due from customers EWEFALTRE
for contract works (Note 30) FIBA%E
(Bff=E30) 2315 85.5 - -
Amount due from a FEW—EeE
jointly controlled entity NEEIE
(Note (c)) (FF&E(c)) 0.8 - - -
Amounts due from related FEURRIE A T
companies (Note (c)) =018 (HHEE(c)) 1.2 3.6 - -
978.2 320.3 0.7 0.4
Notes: FiEE
(a) At 31st December 2007, retention receivables amounting to (a) RIZTZLFT-A=+-—H EBURIREFEA51,500,000% 7T (=
HK$51.5 million (2006: HK$114.2 million) were included in non- TEZNE © 114,200,000 70) - ERREHWEE 2 BIF BIERENE
current receivables and current other receivables, depending on WA E R BN R URER o
their expected date of receipt.
(b)  The ageing analysis of trade receivables, net of provision for (b) EBHRERFBERERELERZRRATNT
impairment of receivables, was as follows:
Group
EE
2007 2006
3-8 -2 —ETRE
HKS$ Million HK$ Million
BERT BEBT
0 to less than 2 months ZZ=DLRAER 249 14.3
2 to less than 6 months 2ZDR6EA 15 0.7
6 to less than 12 months 6ZEDA12{EB 03 3.2
12 months and more BiE1218 B 69.4 10.3
96.1 285




29. TRADE AND OTHER RECEIVABLES (continued)

Notes: (continued)

(b)

(c)

(d)

(e)

(f)

(continued)

The Group’s credit terms for the contracting business are
negotiated with and entered into under normal commercial terms
with its trade customers. Retention money receivables in respect
of contracting services are settled in accordance with the terms
of respective contracts.

There is no concentration of credit risk with respect to trade
receivables, as the Group has a large number of customers.

Amounts due from a jointly controlled entity and related
companies are unsecured, interest free and have no fixed terms
of repayment.

Depending on the line of business, trade receivables that are
less than 12 months past due are not considered impaired. As at
31st December 2007, trade receivables of HK$69.4 million (2006:
HK$10.3 million) were past due but not impaired.

As at 31st December 2007, trade receivables of HK$19.8 million
(2006: HK$18.8 million) were subject to impairment provision. Full
provision was provided for these receivables. The balance was
aged over 12 months.

The carrying amounts of the Group’s trade and other receivables
are denominated in the following currencies:

Hong Kong dollar BT
Renminbi AR
US dollar E

Movements on the provision for impairment of trade receivables
are as follows:

As 1st January ®w—A—H
Exchange differences ELERE
Provision for receivable impairment FERFRERE

Receivables written off during the year
as uncollectible

At 31st December ®+=ZA=+—H

29. FEUWBRFA N HABEUN TR (&)

BaE - ()
(b) (&)

FEERESNEB 2 CERTRER—REXGIEARF
BRRE  BEANZBRURERBRRER SO ZEX
% o

&

ARAEEEFAETY  BHENERLEFESRTZA
l}ﬁ o

c) EU-BEELEARBEQCTZIFEAEER RERYE
ElEEH o

(d BEBHEME  R12ER8 Rz BERTERRE - R
ZETLE+TZA=+T-H CHHEEREZRRERS
69,400,000/ 7T (= FF7<5 1 10,300,000 7T) °

RZBZELE+ZA=+—H » EWRERFR19,8000008 T (=&
TN 18,800,000/8 7T ) BIE R ERE - ZSEWHCER

BURE - MR IRREE12MEA -

fe) AEEZERERRNEMEYRZEELTS

A

F RS R AT KE 2 KK

2007 2006
—ETLF ZEERE
HK$ Million HK$ Million
HEBT BEET
2419 138.0

658.4 182.3

719 -

978.2 320.3

() EWERZREREZBNT

2007 2006
—EELF —EEZRE
HK$ Million HKS Million
HEBT BHEBT
18.8 17.8

0.8 0.4

1.0 1.4
(0.8) (0.8)

19.8 18.8

FRER (ER) BRAF =
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30. CONSTRUCTION CONTRACTS IN PROGRESS - 30, HRIEEH-&E
GROUP

2007 2006
“ETLHF —ETRE
HK$ Million HKS$ Million
BEER BEET
Contract costs incurred plus BRI NEBRESEFIR
attributable profits recognised less A RSB RE
provision for foreseeable losses 2,970.3 2,532.5
Progress payments received B Uk 2 FE U B 2R
and receivable (2,769.2) (2,495.7)
2011 36.8
Representing: (&
Gross amounts due from customers SEABWERER R HA W 2
for contract works included in trade  BEWEFAHIREHIEHESE
and other receivables (Note 29) (Bft5E29) 2315 85.5
Gross amounts due to customers for  HAEMEZREMEAS
contract works included in trade ENEFEATRETIEHRE
and other payables (Note 37) (HHEE37) (36.4) (48.7)
2011 36.8
31. RESTRICTED CASH 3. ZREBES
Group Company
r5E AN
2007 2006 2007 2006
—EBLF A —22tF —2TNF
HK$ Million HKS$ Million ~ HKS Million HKS$ Million
BEER HERET BEET BEET
Restricted cash represents: ZIREB S
(a) Pledge given to the banks for (a)AEEET
securing banking facilities MEEFTER
granted to certain buyers of RITHE IRIT
properties of Group fEH 2 A 44 79 - -
(b) Pledge given to the banks for (b) BAEIS B AIRE
securing performance bonds RERDERT
and guarantee fEH 238 18 41.9 1.0 - -
(c) Pledge given to the banks for () REE R AER
granting long term bank RHRITIER
horrowings to group companies fEH 238 18 565.4 285.3 - -
(d) Escrow accounts for the (dFUEE—EE
acquisition of a property EHEYR+TZA
project which was released =+—H#E
subsequent to 31st December BRI ERE 891.2 - 440.8 -
1,508.9 294.2 440.8 -
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32. CASH AND CASH EQUIVALENTS

Cash and cash equivalents
comprises the following:
Cash at bank and in hand
Short-term bank deposits

Less: Restricted cash (Note 31)

Cash and cash equivalents

(a) Placed in banks in the PRC:

—denominated in Renminbi
—denominated in
Hong Kong Dollars

2. HERBELEEY

(b) Placed in banks in Hong Kong: (b) W& & & 4817

—denominated in
Hong Kong Dollars

—denominated in US Dollars

The effective interest rates at the balance sheet

date were as follows:

Short-term bank deposits

EHRTER

Group Company
REE AN
2007 2006 2007 2006
—gRtE —BEAE e —BENE
HK$ Million HK$ Million ~ HK$ Million HK$ Million
HEBT HEBT HEAT HEAT
BeRBRSSEY
BEUTEE
BOTRFERS 1,2711.8 584.3 193 -
SSHISR (TR 4,653.1 172.4 2,354.7 —
5,924.9 1,356.7 2,374.0 -
B ZREES
(Bff&E31) (1,508.9) (294.2) (440.8) —
4,416.0 1,062.5 1,933.2 -
Group Company
REE AN
2007 2006 2007 2006
—gRtE —BEAE —ggLE —BEAE
HK$ Million HK$ Million ~ HK$ Million HK$ Million
HEBT HEBT HEAT HEAT
BekBRE
(a) RPEBRIT
RE:
—LARMEE 1,512.9 841.5 - -
- R 592.1 - - _
RE:
— LB 3,692.5 464.3 2,374.0 -
—DErEE 127.4 50.9 - -
5,924.9 1,356.7 2,374.0 -
REERZEBBRFZENT
2007 2006
—g8tE =
HKS$ Uss$ RMB HKS Us$ RMB
B in ARH B ES ARH
1.5% - 3.9% 50%  07%-42%  26%-38% 0.2%  14%-16%
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32. CASH AND CASH EQUIVALENTS (continued)
The maximum exposure to credit risk at the
reporting date is the carrying value of the cash and

33.

bank balances stated above.

The short-term bank deposits of the Group and the

Company have original maturities of three months

or less.

SHARE CAPITAL

Authorised
At 1st January 2006
Increased on authorised shares

At 31st December 2006

At 1st January 2007
Increased on authorised shares

At 31st December 2007

Issued and fully paid
At 1st January 2006
Share placements —
controlling shareholder
Issue of scrip dividend shares
Cancellation of the shares of HK Co
Shares issued and transferred to
shareholders of HK Co
as consideration for cancellation
of shares of HK Co

Share placements — other shareholders
At 31st December 2006

At 1st January 2007
Share placements —

controlling shareholder
Share placements — other shareholders
Issue of scrip dividend shares
Repurchase during the year
Share placements —major shareholders
Exercise of bonus warrants
Exercise of share options

At 31st December 2007
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33 BA

EE
R-ZERF-A—H
EERAE N

RIEERE+ZA=+—H

R-EEtF-A—H
EE BB

R-Z2FtF+-A=1—-H

ERITRAR
NZ=ZERF-A—H
B ERD - ZERRR

BITURRERSD

AHEBBLARG

ERTTESTES
RRAIRRIEREHER
RRRMD 2 RENKRSD

B {3 — Hithr R
R=ZZXFT=A=T—H

R-EEtF-A—H
BERD - ZERRR

2. BEeRBRELZEEY @)
RBEANEYE 2 S5 E8RRA LML B RBTESE
A o

Note
BEE

(b)(i)&(v)

(b)(xi)

(b)(ii)
(a)
(b)(iii)

(b)iii)
(b)(iv)

41(d) &(g)

meER® - Eim  (b)(vi) & (viii)

BITURRERSD
FRiEL

BERD -TERR
AR RER
ITiERRRE

R-Z2FtF+-A=1—-H

(b)(vii)
(b)(ix)

(b)(x)
(b)(xii)

ARBRAQNRERRTERZRHHER=@ATIUT -

Number Ordinary
of shares shares
BREE ZER
Million HK$ Million
BHE BEBT
10.0 0.1
9,990.0 99.9
10,000.0 100.0
10,000.0 100.0
20,000.0 200.0
30,000.0 300.0
2,328.4 23.3
465.7 47
2442 2.4
(3,038.3) (30.4)
3,038.3 30.4
607.7 6.1
3,646.0 36.5
3,646.0 36.5
1,123.9 11.2
1,179.9 11.8
274.3 28
(8.9) (0.1)
1,997.6 20.0
0.1 -
2.2 -
8,215.1 82.2




33. SHARE CAPITAL (continued)

Notes:

(a)

(b)

Hong Kong Construction (Hong Kong) Limited (“HK Co”) offered
to its shareholders a scrip dividend alternative under which the
shareholders could elect to receive ordinary shares of HK$0.01
each in lieu of a cash dividend during the following dividend
declaration and ordinary shares were issued under these
schemes:

All shares issued during the year ranked pari passu in all
respects with the then existing shares.

Interim dividend for the year

ended 31st December 2006 EEZHPHRE

Final dividend for the year

ended 31st December 2005 IEEEZREBRE
Shares issued for year 2006 —EEREZEBITRN

Upon incorporation, the authorised share capital of the Company
was HK$100,000 divided into 10,000,000 shares of HK$0.01 each,
all of which were issued and allotted on 20th April 2005. Such
shares were subsequently credited as fully paid as part of the
Group Reorganisation on 16th November 2006. During the period,
the changes in the authorised and issued share capital of the
Company were as follows:

(i) By an ordinary resolution passed on 16th November 2006,
the authorised share capital of the Company increased to
HK$50,000,000 by the creation of an additional 4,990,000,000
shares of HK$0.01 each, ranking pari passu with the
existing share capital of the Company.

(i)  On 8th May 2006, HK Co entered into a subscription
agreement with Creator Holdings Limited (“Creator”), the
controlling shareholder, under which Creator agreed to
subscribe 465,681,854 new shares at the price of HK$1.044
per share. The net proceeds from such issue were
approximately HK$486.2 million.

(i) On 16th November 2006, as part of the Group

Reorganisation, the Company issued an aggregate of

3,028,332,891 shares of HK$0.01 each, credited as fully paid

and transferred 10,000,000 shares of HK$0.01 each, also
credited as fully paid by HK Co to the shareholders of HK

Co in consideration of the cancellation and extinguishment

of the shares of HK Co.

(iv)  On 23rd November 2006, the Company entered into a

placing agreement pursuant to which an aggregate of

607,664,546 new shares of HK$0.01 each were issued to

certain independent investors at HK$1.1 per share. The

associated issuing expenses were HK$13.4 million. The net
proceeds from such issue were approximately HK$655.0
million.

3. RA (@)

MI&E -

(a)

BE-ZZRE+ZA=1—H

BE-ZTAF+TZA=1+—8

(b)

ERER(FR)IRARAA(ERQA ) AERRREEURK
EEE Bt RERATRTHREEREEZERREREEN
BINEBERUARBRERE  YEREZSHEBRTEER

ERBITZMERNDESTARERRERNZARSEL

Number of Issue price

new ordinary per ordinary
shares issued share Issue date

BT BREBRZ
MEBREA BITE BITHE
135,642,936 HK$0.94 6th November 2006
094857 ZBERF+-HARH
108,598,829 HK$1.02 27th July 2006
1028r —EERFLAZ+TLA

244,241,765

REEMAR LB » ARA ]2 EE IR A E100,000/8 7T » 2 %10,000,0008%

BREEWELZRY  2HROCHR-ZZREFNA=THH
TREE - EREEEA -2 ZEROBRESR-ZERX
FH—A+tREBARIEHRRT - AREEER S BITRAHY
WZZBT

) RZBEERF+-ATABERZEBEREER  BER
4,990,000,000% 5 IR EE0.0178 7T 2 BEIMNR D (ZE R EEA
AERERAZERSER)  EMEAQREEREMNE
50,000,000 7T ©

(i) RITEEAFEANB BELREERBRRAZEEEER
DENAE DT RE RS - Bt AERELER 0448
TC 2 B R EE 465,681,854 R FTARAD » BB BT 2T ER
15 R HE 40 £5486,200,00058 7T

(i) RZBEXE+-A+XB EBEAEEEANEFT—I
2 AQATEEBAARREITS H3,028,332,801 1% =R E
BB T Z ARIMEHMERG  XEEBLTIRRER
10,000,0008% B R EE0.01B T Z ARRFIMEBER B » fFAE
NEERHRE L ARD ZRE -

i) RZBEXRF+-A-+=R0 FRFTL-HEERH
BBl BETBLREEUSREEIVERRITE
34607664546 % B A EO0E T 2 Ik - BRABTER
134000008 - ZMBBITELENMERBFENR
655,000,000;8 7T °
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33. SHARE CAPITAL (continued)

Notes: (continued)

(v)

(vi)

(vii)

(viii)

By an ordinary resolution passed on 21st December
2006, the authorised share capital of the Company
further increased to HK$100,000,000 by the creation of an
additional 5,000,000,000 shares of HK$0.01 each, ranking
pari passu with the existing share capital of the Company.

On 12th February 2007, the Company entered into a placing
agreement pursuant to which an aggregate of 729,927,000
new shares of HK$0.01 each were issued to certain
independent investors at HK$1.37 per share. The associated
issuing expenses were HK$16.1 million. The net proceeds
from such issue were approximately HK$983.9 million.

The Company offered to its shareholders a scrip dividend
alternative under which the shareholders could elect to
receive ordinary shares of HK$0.01 each in lieu of a cash
dividend during the following dividend declaration and
ordinary shares were issued under these schemes:

All shares issued during the year ranked pari passu in all
respects with the then existing shares.

Interim dividend for the year

ended 31st December 2007 HEEZHPHRE

Final dividend for the year

ended 31st December 2006 EFEZRERE
Shares issued for year 2007 —ETLFZERITRG

On 1st August 2007, the Company entered into a placing
agreement pursuant to which an aggregate of 450,000,000
new shares of HK$0.01 each were issued to certain
independent investors at HK$2.8 per share. The associated
issuing expenses were HK$39.2 million. The net proceeds
from such issue were approximately HK$1,220.8 million.
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33.

BE-ZZtF+ZA=1—-H

BE-ZZRF+TZA=1+—H

it

SNE
LR

(v

hu

i

(vi)

(vii)

)

BRR-EERET_A-+-BBBNEERER &2
AV EBIMERR5,000,000,0008 Z R EEH001B TR G (ZE
BROEADNDREREAZEREER)  FHEIERE—S
181 25100,000,0003 7T, ©

RIZEZLF-A+ZH AQAFNI-DERERE
BHERERIIBTZEROETBYREERTEH
729,927,000 R BB EEEBE T 2HRG - EEETERA
16,100,0005 7T © PR 19 81T 2 A4S FUIE F 28 40 £5983,900,000
BT ©

AAREERFRZURRESE > B BRREART IR
EERPBEZEDSEREEIET2EBRURERE
RE - YEREZSHBTEER

FABTZMEROAERTENRERRERNZERSE

%o

Number of Issue price

new ordinary per ordinary
shares issued share Issue date

BRITH SFREERZ
LEREE BITE BITHE
96,025,788 HK$2.703 20th November 2007
27038 —ZEZLHE+-—A=tH
178,229,608 HK$1.59 29th June 2007
1598 —EETLFEARAZTNA

274,255,396

(viii)

RIZEZLENR—B  ADRERI Y —REEWHE  BitE
BER28B T 2EROE THILIRE B T4 450,000,000
BREREEBTZHRN - BEREITE M A39,200,00078
TC © ZIRAD BT 2 TS FIEF 540 51,220,800,000/8 7T ©



33. SHARE CAPITAL (continued)

Notes: (continued)

(ix)

(x)

(xi)

(xii)

(c)

During the year, the Company repurchased a total of
8,858,000 of its own shares on The Stock Exchange of Hong
Kong Limited, all of which have been cancelled, as follows:

33, PBRAN( ,f'é

MIEE

Number of shares

Month/Year A/ &

August 2007 —ZEZT+ENA

The Company, Cerberus Asia Capital Management, LLC
(“Cerberus”) and Penta Investment Advisers Limited
(“Penta”) entered into subscription agreements on 16th
July 2007 and supplemental agreements on 26th August
2007 to which 1,426,829,000 new shares and 570,731,000
new shares of HK$0.01 each were issued to Cerberus and
Penta respectively at HK$2.05 per share. The net proceeds
from such issue were approximately HK$4,095.0 million.

By an ordinary resolution passed on 23rd November
2007, the authorised share capital of the Company
further increased to HK$300,000,000 by the creation of an
additional 20,000,000,000 shares of HK$0.01 each, ranking
pari passu with the existing share capital of the Company.

On 30th November 2007, the Company issued 821,279,383
warrants on the basis of one warrant for every ten existing
shares of the Company held by the shareholders (“Bonus
Warrants”). The holders of Bonus Warrants are entitled to
subscribe at any time during 30th November 2007 to 30th
November 2009 for fully paid shares at a subscription price
HK$2.05 per share (subject to adjustment). In December
2007, 111,173 new shares of HK$0.01 each were issued
upon the exercise of 111,173 units of Bonus Warrants. As at
31st December 2007, 821,168,210 units of Bonus Warrants
remained outstanding.

The details of the share option scheme of the Company are set

out on pages 57 and 63.

repurchased
BEROHE

8,858,000

(c)

g

)Iﬂﬂ

1

(ix)

(x)

(xi)

(xii)

ER ADARERHARZMERLAAEDEEGH
8,858,00002 /17 » 2EZEMME WA - FBWT -

Purchase price per share

BRROBEE
Highest
&
HK$
B

Total
purchase price

HEEE
HK$ Million

BEER

Lowest
543
HKS$
BT

14.2 1.61 1.59

Z2 7] ~ Cerberus Asia Capital Management, LLC(FCerberusJ)

3 Penta Investment Advisers Limited ([ Penta |) 2 BIR =&

tELATAERZZEELENAZ+RATYR ﬂ%b‘?’nu&

KEZHE Bt AQTRERBKH 2058 T 2ER

Bl 18] Cerberus J2 Penta 3 17 1,426,829,000 % % 570,731 Uﬂﬂﬂﬁﬁﬂﬁ

EEEBTZHBRG - BERGBITZAMERETENS

4,095,000,00078 7T ©

BER_ZTtE+-At=ABBRNEBERER &0
FIFEEAHMEER20,000,000,0008% B AR EE £0.0158 T HIZE SN 47
(ZERDEADABERAZERERER) » FHEERSE
# — 4512 h1 2 300,000,00058 7T

RIZZZLE+-A=1H XA IARBRREEEI0RRE
RO ATEBHRREE 2 EE - 317821,279,3830 SR IR B
(TARRBAER ) - ANZREBSEAERN-ZZLE
+T—A=+HZEZZZNF+ - A=+ AT AERUR

BESRKRKM206ET(TFAR)ZBHZRD - RZTF
tE+ZA M 173Hx'§ﬂx@1§0.01/%JEZ%THQ@EE(‘HE
MNBRAFIRRERRRT R LF+ /=1

AR REE
B » 57821,168,210{3 AL K52 forE {Dikﬁ{io

AATBRES B ZFBHNETE63E o
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34. RESERVES

Group

Balance at
1st January 2006

Fair value gain on
available-for-sale
financial assets

Exchange differences

Employee share option
henefits

Payment made in respect of
cancellation of old share
option scheme

Arising from issue of shares

Arising from issue of
scrip dividend

Share issue expenses

2005 final dividend

2006 interim dividend

Reclassification of capital
reduction reserve

Profit for the year

Balance at
31st December 2006

Retained by:

Company and subsidiaries
Associated companies
Jointly controlled entities

Representing:
Reserves at
31st December 2006
2006 proposed final dividend

A£E

RZEERE
-A-Ris

AHESRERY
ATERE

EREH
ERBRERA

HEERRETE
fix

ELARHA
EARNRRS

|
BiRHLA
=
REATUERS
BAUREEEN A

REEEA

RIBERE

tZR=1-RE&&

FURE -
ALARKELE
Bend
AE80F

i
RZ%

1=
-23

—%

ENE
R=t-Befih
NER

NERTAHRE
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3. f#iE

Employee
share-hased

Available-  Retained
for-sale  eamings/

Share Capital compensation  Exchange  investments (Accumulated
premium reserve  reserve  reserve  reserve losses) Total
WRARH e REEA/
RitiaE EAfe BEMORE  EXBE  RERE  (ZHER) a5
(Note a)
(Hista)
HKS HKS HKS HKS HKS HKS HKS
Million Million Million Million Million Million Million
BERT BE¥T BEER  BEWT  EERT  AEEn REER
- 1513 - (293) - 29 2010
- - - - 15 - 15
- - - 86.5 - - 86.5
- - 150 - - - 150
- - 58) - - - (58)
11439 - - - - - 11439
858 - - - - - 1358
(134) - - - - - (134)
_ - - - - (1164) (116.4)
_ - - - - (1306) (1308)
- - - - - - 1074 -
- - - - - 5194 5194
1,366.3 1513 92 51 15 14827 3.866.9
1,366.3 1513 92 918 15 17355 41603
- - - (406) - (2621 (3227)
- - - - - 23 293
1,366.3 1513 92 512 15 14827 3.866.9
35781
2888
38669



Group

Balance at
1st January 2007

Fair value gain on
available-for-sale
financial assets

Exchange differences

Release of reserves upon
disposal of associated
companies

Employee share option
henefits

Arising from issue of shares

Arising from issue of

scrip dividend
Exercise of bonus warrants
Exercise of share options
Share issue expenses
2006 final dividend
2007 interim dividend
Share repurchase
Released on further

acquisition of a subsidiary

Reclassification of capital
reduction reserve
Profit for the year

Balance at
31st December 2007

Retained by;

Company and subsidiaries
Associated companies
Jointly controlled entities

Representing;
Reserves at
31st December 2007
2007 proposed final
and special dividend

34. RESERVES (continued)

5£R

RZEEtE
-A-B&H

EtESRERY
ATERE

EXZE
hERELTR
BiEe

ERRRERN

ELRRGRG
ELENRRS

it8l
RANRRER
fiERRE
¥IRHER
“EDNERARS
“ERLERARE
REfkf
RE-FWRHELA

E#h
BAHRRREN R

AEERN

R-FRLE
tZA=1-B&H

FURE -
ALTRMELE
Bend
280E

f&:
RIEEtE

tZR=t-Azih

ERLERRRE
REHRS

3. fEiEE)

Employee Rvailable-
Capital Capital share-based for-sale

Share  reduction  redemption Capital compensation  Exchange investments  Retained

premium  reserve  reserve  [eServe  reserve  reseve  reserve  eamings Total
HRHXH &

ROEE RAEERE SAEEGE  S4RR REHMERR  ENRE  REBRE  REE L

(Notea) ~ (Noteb)  (Notea)

(Kzta) (Krzth) i:2)

HKS HKS HKS HKS HKS HKS HKS HKS HKS
Million Million Million Million Million Million Million Million Million
EEET  BEER  AEET  EEER  EEBn  BEER REERn REERL BEER
1,366.3 7841 146 1513 92 512 15 14827 3,866.9

- - - - - - 02 - 02
- - - - - 4286 - - 4286
- - - - - 32 - - 32
- - - - 3.7 - - - %1
8415 - - - - - - - 8415

5402 - - - - - - - 5402

02 - - - - - - - 02

kx| - - - - - - - 3

(55.3) - - - - - - - (55.3)

- - - - - - - (268.8) (2688)

- - - - - - - (5433) (543.3)
(141) - - - - - - - (141)
- - - (39) - - - - (39)

- (1900 - - - - - 1900 -

- - - - - - - 8346 8346
103119 5941 146 1474 459 5220 11 16752 133128
103119 5941 146 1474 459 4587 11 15647 131390
- - - - - 46 - 1103 1149

- - - - - 581 - 02 589
103119 5941 146 1474 459 5220 11 16752 133128
13,0291

831

133128
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34. RESERVES (continued) 3. fREE)
Employee
share-based
Share  compensation Retained
premium reserve earnings Total
LU = 3
B maE BEMEHE REEF k]
HK$ Million HK$ Million HK$ Million HKS Million
HEBAT HEBAT HEBAT HEBAT
Company N
Balance at 14th April 2005 R-ZEZEREMA+MNA
(date of incorporation) (S B ER) &84 - - - -
Employee share option EEERERR
benefits - 15 - 1.5
Reserves resulting fromthe E#ETEEEAES
Group Reorganisation =y Mn14 - - 174
Arising from issue of shares ~ HER{TRHEE 662.3 - - 662.3
Share issue expenses BITRHER (13.4) - - (13.4)
Profit for the year REERR - - 878.2 878.2
Balance at RIBEREF
31st December 2006 +-A=t+—-B4&&% 1,366.3 1.5 878.2 2,246.0
Representing: N
Reserves at NZBERE
31st December 2006 +ZA=t+—Hz#EE 1,957.2
2006 proposed final dividend —ZZx&#

KRR 288.8

2,246.0
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34. RESERVES (continued)

3. fEiEE)

Employee Retained
share-based earnings/
Share  compensation  (Accumulated
premium reserve losses) Total
VAR A 2 43 REER,
B aE EEMNERE (BEitER) k]
HK$ Million HK$ Million HK$ Million HK$ Million
BEET BEBT BEBET BHEBT
Company AN
Balance at R-ZEELHF
1st January 2007 —A—R&% 1,366.3 15 878.2 2,246.0
Employee share option EEBRBEEH
benefits - 36.7 - 36.7
Arising from issue of shares  ER{TRHEE 84715 - - 84715
Arising from issue of HBTURRERAESE
scrip dividend 540.2 - - 540.2
Exercise of bonus warrants  {F{EA RS2 R RESE 0.2 - - 0.2
Exercise of share options TR 31 - - 31
Share issue expenses BROIBRHER (55.3) - - (55.3)
2006 final dividend “ETARERBBRE - - (288.8) (288.8)
2007 interim dividend —EEHEGERE - - (543.3) (543.3)
Share repurchase B @ R 15 (14.1) - - (14.1)
Profit for the year FREF - - 288.5 288.5
Balance at R-ZELHF
31st December 2007 +ZA=+—-B&&% 10,3119 38.2 334.6 10,684.7
Representing: R%E
Reserves at R-ZZtHF
31st December 2007 TZA=t+—HzEE 10,401.0
2007 proposed final “EELFRIRE
and special dividend RAERIRE 283.7
10,684.7
Notes: MI&E -

(a)

(b)

The applications of the share premium account and capital
redemption reserve account are governed by section 48B and
49H of the Hong Kong Companies Ordinance respectively.

Based on recommendations from Access Capital Limited,
financial adviser, the directors and senior management have
reviewed and assessed the Capital Reduction Reserve account
with reference to the outstanding amounts of creditors brought
forward from the date of sanction of the reduction of capital.
An amount of HK$190.0 million is considered to be available for
distribution as at 31st December 2007 (2006: HK$707.4 million).
Accordingly, the amount has been reclassified from Capital
Reduction Reserve to Retained Earnings and available for
distribution.

(a)

(b)

BAPRERREABEERBRAREDAIZE B D AEHISE8B
RAHIRFTEEE o

REMKBEENENREERATMELZEE  EERSREE
EREESEZARAH R EN BAE EREAREETE &
MR HERAERHEER - R=SESLE+ZA=1T—H BH
190,000,00078 7T # 3R fE AT 5K (= FZ 75 : 707,400,000 7T ) ©
It EELEARAHRHERCEF D EARDENR AR
TRFRE o
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35. BORROWINGS — GROUP 3. BR-%KE
2007 2006
“ETLHF —ETRE
HKS Million HKS$ Million
BEAET BEET
Non-current R E
Bank borrowings RITER 2,260.1 1,731.7
Other loans HiEs 119.6 127.9
Loans from minority shareholders SEHREER 79.0 79.0
2,458.7 1,944.6
Current T
Bank borrowings RITHER 3124 354.5
Other loans HtER 18.1 15.4
330.5 369.9
Total borrowings fERAE 2,789.2 2,3145
Bank borrowings are secured by the investment BITERHEAREZRENE  AVLHEEN  WELRK
properties, prepaid land lease payments, toll fee A~ BERBRIEFFREER (K16~ 17 18K31) o
income, electric utility equipment and pledged
deposits of the Group (Notes 16, 17, 18 and 31).
Secured Unsecured Unsecured
bank loans bank loans other loans Total
IR gl B
RITER RITER HitnE R e
HK$ Million HK$ Million HK$ Million HK$ Million
HEAT HEBT HEAT HEAT
The maturity of borrowings  R-ZZEt+&+=-F=+—H
as at 31st December 2007 ARTHHEEES
is as follows: EEN
Within one year —ER 280.2 322 18.1 330.5
In the second year EoF 167.6 - 181 185.7
In the third to fifth year F=FZFEHF 809.0 - 54.4 863.4
After the fifth year hE# 1,2835 - 411 1,330.6
2,540.3 322 131.7 2,102
The maturity of borrowings  RZ-ZEEXE+=-B=+—H
as at 31st December 2006 ANTHHEEES
is as follows: EEN
Within one year —ER 316.6 379 15.4 369.9
In the second year EoF 132.8 - 16.8 149.6
In the third to fifth year E-FEEERF 419.7 - 50.5 470.2
After the fifth year hE# 1,185.2 - 60.6 1,245.8
2,054.3 37.9 143.3 2,235.5
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35. BORROWINGS — GROUP (continued) 35.

The carrying amounts of the borrowings
approximate their fair value.

The effective interest rates at the balance sheet
date were as follows:

REREZEBRRNERNT

2007 2006
—EELHF ZETRF
HKS$ RMB HKS RMB
BT AR BT AR
Bank borrowings and RITERREAMER
other loans 511-6.29% 5.27-17.83% 6.0% 2.25-6.14%
The carrying amounts of the borrowings are B REERUATERSE
denominated in the following currencies:
2007 2006
—FELF —2TRF
HK$ Million HK$ Million
BEER BHEBT
Hong Kong dollar BT 142.0 218.8
Renminbi PNL: 2,647.2 2,095.7
2,789.2 2,3145
The Group has the following undrawn borrowing FEEBETIHAXBZEREE :
facilities:
Floating rate SEEFI=E
— expiring within one year —A—FE R 225.2 155.2

BBER (BR) ARAR —ZZLFFR(13
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tax losses carried forward to the extent that the
realisation of the related tax benefits through the
future taxable profits are probable. The Group
did not recognise deferred income tax assets of
HK$128.0 million (2006: HK$126.8 million) in respect
of tax losses of HK$734.0 million (2006: HK$725.9
million) to carry forward against future taxable
income. These tax losses have no expiry dates
except for the tax losses of HK$20.8 million (2006:
HK$9.6 million) which will expire at various dates up
to and including 2012 (2006: 2011).
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36. DEFERRED INCOME TAX LIABILITIES — GROUP 36 EIEFEHEE-£E
The major deferred income tax liabilities recognised ERAZIEEEMESHAERASEHNT !
and movements are as follows:
Fair value
gain on Fair value
investment  gain on land
properties use rights Total
REME + 15 R
DNFERE DR ERE Bz
HK$ Million HK$ Million HK$ Million
BEBT BEBT BEBT
At 1st January 2006 and RZEERF-B—HRK
31st December 2006 —EEXNFE+ZB=+—H 18.3 - 18.3
At 1st January 2007 N-BS+E—-F—H 18.3 - 18.3
Exchange differences ERER 26.3 13.0 39.3
Acquisition of a subsidiary (Note 40) W i — FEI B BB 2 B ( PFaE40) - 281.8 281.8
Income statement charge (Note 12) BERES (ME12) 84.5 - 84.5
Impact of new CIT Law (Note 12) HhEFTER A2 (K1) 1.6 - 1.6
At 31st December 2007 N-BEZS+E+=A=+—H 136.7 294.8 4315
Deferred income tax assets are recognised for WETREBRREREFSEEHENEEE  Jgs

HEOFREEERIAELENBEE - AEBMERFEER
734,000,000 T (= ZZ /N5 : 725,900,00058 ) MR IE L FT 18

BIEEE 1280000008 T (Z2FREF .
B AUEHRRERBBA -

20,800,0007%8 7t 2 BiTE E 1A (
CE-CE(ZEEAE

126,800,000 7T ) AT {E 45
ZERBEERTEISEE
ZZENE 9,600,008 ) BREE
—E—F)IEREREEE



37. TRADE AND OTHER PAYABLES

37. BNRIREMENRK

Group Company
EE RAF
2007 2006 2007 2006
—E3LF —EENF —BBLF —EEANF
HK$ Million HK$ Million ~ HK$ Million HK$ Million
BEEER BEAT BHERT BHEBT
Trade payables FE{BEZR 89.4 139.8 - -
Retention payables FEAHR BB EhEE 215 241 - -
Other payables and accruals HitfENE R ESER 567.3 402.3 3.1 -
Gross amount due to ENEEAYIREE
customers for contract #a%a (MiEEs0)
works (Note 30) 36.4 48.7 - -
720.6 614.9 31 -

(a)

(b)

(c)

At 31st December 2007, retention payables for
contracts in progress amounting to HK$84.6
million (2006: HK$117.7 million) were included
in non-current payables and current other
payables, depending on their expected date of
payment.

Included in other payables and accruals were
amounts due to related companies at the year
end amounted to HK$18.1 million in 2006. The
balances were unsecured, interest free and
repayable within 12 months. No such balances
were existed as at 31st December 2007.

The ageing analysis of trade payables was as
follows:

0 to less than 2 months ZZ2LRUEAR
2 to less than 6 months 22618 A
6 to less than 12 months 62D M2E A
12 months and more BiB12EA

(a)

(b)

(c)

RIZBLFTZA=+-H AREIRGHNZEMNR
B2 7% #284,600,00078 7T (= Z TN © 117,700,000 7T ) B 2
BIRFRMMATRA - SR REEATKAR LR E R

=
e

HittENHREREGERBEREAREMNBEELRNS
FZENFMNFHIEA18,1000008TT c ZEHAEEKE 2B
RERTZEAREE R-TZtE+=-A=+—-8"
WEFEERER -

ENIRAZRE DM -

Group

rEE
2007 2006
—E3LF —2TNF
HKS Million HKS$ Million
BEAET BEET
249 24.6
12 1.2
6.7 46.6
50.6 67.4
89.4 139.8
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37. TRADE AND OTHER PAYABLES (continued)
The carrying amounts of the Group's trade and
other payables are denominated in the following

currencies:
Hong Kong Dollar BT
Renminbi ARH

38. COMMITMENTS - GROUP

(a)

(b)

Capital commitments

Capital expenditure at the balance sheet date

but not yetincurred was as follows:

(i) Capital commitments undertaken
by the Group
Property, plant and equipment
Contracted but not provided for
Authorised but not contracted for
Property development projects
Contracted but not provided for

(i) Capital commitments undertaken
by a jointly controlled entity
Property development projects

Contracted but not provided for
the Group’s share

Commitments under operating leases

(i)

(ii)

The aggregate future minimum lease payments

37. BRRAREMEMSR @

AEEZBARIRAMENRZREERAT

S HEIE

2007 2006
—BTLE —BEXE
HK$ Million HK$ Million
HEBT BEBT
258.1 252.7
462.5 362.2
720.6 614.9
38 EE-£E
(a) BEARE
REEREREEMAREEZERBERNT :
2007 2006
—EBLE “ETXE
HK$ Million HK$ Million
HEBT BEBT
REE 2 EARIE
Mg BERRE
DB REE 186.6 499.5
BEEBRTH - 109.7
ES L
DB REE 631.9 .
8185 609.2
EE AT ZER
RIEYE
YERIER
EHEICE S N5
PEAL SRP VS 283 .

(b) REELHE2RE

RERELHRET 2 A TRHEELRE s RRRERE

under non-cancellable operating leases in WEET
respect of land and buildings were as follows:

2007 2006
“EEEHE ZEBERE
HK$ Million HK$ Million
BEER HEAT
In the first year BE 31 3.4
In the second to fifth years inclusive £=F&Z£ R & (BEERERE) 1.4 1.6
45 5.0
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38. COMMITMENTS — GROUP (continued)

(c) Future minimum rental payments receivable
The aggregate future minimum rental payments
receivable under non-cancellable operating
leases were as follows:

In the first year BHE

In the second to fifth years E_EZERE
inclusive (BEEEME)

After the fifth year RE#%

The lease typically runs for an initial period of
one to ten years, with an option to renew the
lease when all terms are renegotiated. Lease
payments are usually increased annually to
reflect market rentals. None of these leases
include contingent rentals.

38 EE-£E@)

(c) ARRREEWEE
BEATHECEEE2ARRERIWESRBENT ¢

2007 2006
—FELF —2TAF
HK$ Million HK$ Million
HEBT BERT

53.3 60.0

345 56.1

5.9 38

93.7 119.9

HE-ROSAR-Z1+F  TEARREAIHAKE
o ERFAERSOTENEE - HE-RESF LA
RRmEEE - HEX FBEHAEE -

39. CONTINGENT LIABILITIES — GROUP 39. FABE-KE
2007 2006
“EEtE ZETRE
HKS$ Million HK$ Million
HEBT BEBT
As at 31st December 2007, R-FE+E+-B=+—H "
the Group had the following REBAUTEK
material contingent liability: FREE

Provision for housing facility fund EEAAREERESRE 81.3 -

The Group’'s investment property located in
Shenzhen, China is subject to housing facility fund
pursuant to GRS BEREEEEYELEEEH) adopted
on 1st November 1994. Contingent liabilities arising
in this respect have been assessed by management
with reference to a legal opinion. Management
have requested relief from the relevant local
government authorities on the grounds that certain
amounts of maintenance costs were already spent
for the purposes as specified under the requirement
of housing facility fund, hence no further provision
for the fund is considered necessary.

BER-ANDF+-A-BRAZ(RIIEBSRETEN X
BEEA)  ARERPERY 2 -BRENEZRREELH
REBAES - EEEC RS ZREERRTERUELE IR
BE -BUESTHAELZRARBEHEERSZEEZRREWT
& HRERBEEARRREAESRERAEERNXNE
TREZASE EEBCOMEERBARBRETRER,
Bt BEHESEE—SRE -
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40. BUSINESS COMBINATION

40. ¥EBEH

On 19th May 2007, the Company, through its wholly-
owned subsidiary acquired the entire share capital
of Rayman Limited (“Rayman”) at an aggregate
cash consideration of RMB519.8 million (equivalent
to approximately HK$532.8 million). Rayman holds
the entire equity interest in Tianjin Renai Property
Development Company Limited (“Renai”) which is
established in Tianjin Municipality and engaged
in real estate development. After the acquisition,
Rayman and Renai became wholly-owned
subsidiaries of the Group.

There was no income contributed to the Group by
the acquired business during the period from 19th
May 2007 to 31st December 2007 as its property was
still under development as at 31st December 2007.

RZEZEFREATAA  ARTEBEZENBARRESHE
KB A K #519,800,000 7T (48 % 74 £9532,800,0007%8 7T ) Y B8 Rayman
Limited ([ Rayman ]) Z 2P AN o RaymaniF B R EH (- BB £ %
RERAR(CE ) 22 BBRAER » ZARRKENRILRAE
EEMEBRER - WEZ  RaymanR{CERAELEEC2E
MEBAT o

ZABBBZEBR - EELFAATNEEZZ2LE TR
=T -HLEHBTERAKETREAN - FARETIXER-F
ZLFE+ZA=1T—-BNERES -

Details of net assets acquired were as follows: BAEEFEZFROT
HK$ Million
BEET

Purchase consideration — cash paid (Note (a))  WEAE—CHES (M) (532.8)
Fair value of net assets acquired (see below) BALESEZATEBETY) 1,189.1
Excess of fair value of net assets acquired P SR FEs AT ERY

over purchase consideration WA E B 656.3
Deferred tax liabilities in respect of revaluation  #ZsH 2 EEFEEE

of properties (281.8)
Negative goodwill arising on acquisition of a WE—-EHBATELE > AR EEE

subsidiary, recognised as other income DA EMIEA 374.5
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40. BUSINESS COMBINATION (continued)

The assets and liabilities arising from the acquisition

were as follows:

Properties under development (Note (a))
Less: Reclamation cost (Note (a))

Land use rights

Cash and cash equivalents
Loans from shareholder (Note (b))

Loan from the Group (Note (b))

Net assets acquired

Net outflow of cash to acquire business:
Purchase consideration — paid

Cash and cash equivalents

in subsidiary acquired

Net cash outflow on acquisition

4. EXES0t@
WEEL > EEREENT :

Acquiree’s
carrying amount Fair value
HUIET 2 REE NTE
HKS$ Million HK$ Million
HBET BBET
BRPME M) 61.8 1,435.0
BB ER (M) - (246.0)
TR 61.8 1,189.0
RERREZEEY 0.1 0.1
PR R E R (MEE(b) (66.6) (66.6)
(4.7) 1,122.5
REREEEN (FHzED) 66.6
BAEEFE 1,189.1
BB 2R ST R
WERE-BF (532.8)
BANBLARIZRERREEEY
0.1
WEE 2 RER L FEE (532.7)

Notes:

(a)  Upon the completion of the land reclamation which amounts to
HK$246.0 million, the fair value of properties held for development
is HK$1,435.0 million based on active market prices, adjusted, if
necessary, for any difference in the nature, location or condition
of the specific asset. The valuation was reviewed by Knight
Frank. In addition to the purchase consideration of HK$532.8
million, the Group agreed to pay reclamation costs of HK$246.0
million as part of the acquisition.

(b)  The ex-shareholder has assigned its loan with a carrying amount
and fair value of HK$66.6 million to the Group. The assigned loan
was eliminated in the consolidated financial statements.

MI&E -

(a) BREAEEMMENE R 524600000087  BERTEEE I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A M RER M

41. RELATED-PARTY TRANSACTIONS

Income from/(expense to) entities
controlled by key management and
a shareholder (and his families)
of the Company:-

—Management fee income received
from Jinguang Property (Chengdu)
Limited

—Income from supply of water to Jinhai
Paper Pulping Industrial
Company Limited

— Interest on loans paid to
—Creator Holdings Limited
- OEl Kang, Eric
- Genesis Capital Group Limited

41.

WARE /(BB ALE
IREREN-ERR(K
B2 Rk izt g -

—~ERERER ()
ARDAZEEENA

- REBHEEREXERAT

HKZBA

-ENERHE
- FAIEEEARAF
—&fl

- EAIEEBRAT

(a) Income from entities controlled by management
and a shareholder (and his families) of the

(b)

Company were conducted on terms as set
out in the agreements governing these
transactions.

Interest expenses were paid to shareholders
on terms as set out in the relevant loan
agreements.
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41. RELATED-PARTY TRANSACTIONS (continued)
(c) On 10th January 2007, the Group entered into

the Equity Transfer Agreement with Sinar Mas
Paper (China) Investment Company Limited
(“Sinar Mas Paper”), a company indirectly
controlled by the Oei family, under which
Sinar Mas Paper agreed to transfer 15% of
the registered capital of Shanghai Jingang
North Bund Real Estate Company Limited
(“Shanghai Jingang”) to the Group at a total
price of HK$582.0 million. Shanghai Jingang
is principally engaged in the development of
a complex comprising hotel, shopping mall
and office premises on a site which occupies
about 56,670 sq. m. and is situated along the
north side of the International Passenger
Transportation Terminal of Hongkau of
Shanghai Municipality. The Group’s interest
in Shanghai Jingang increased from 10%
to 25% after the acquisition. The Equity
Transfer Agreement and the transactions
contemplated therein constituted discloseable
and connected transactions for the Company
under Rules 14.06(2) and 14A.13(6) of the
Listing Rules, and were subject to reporting,
announcement and independent shareholders’
approval requirements under Rule 14A.17 of
the Listing Rules. Details of such discloseable
and connected transactions were set out in
the special general meeting circular sent to the
shareholdings of the Company on 23rd February
2007. The ordinary resolution in relation to this
discloseable and connected transactions was
adopted by the independent shareholders in
the special general meeting on 12th March
2007.

41.
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41.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

wa

(d)

(e)

IR AT

RELATED-PARTY TRANSACTIONS (continued)

The Company entered into the subscription
agreements with Creator Holdings Limited
(“Creator”) and Penta Investment Advisers
Limited (“Penta”), the substantial shareholders
of the Company, on 10th January and 12th
February 2007 respectively, under which
Creator and Penta agreed to subscribe for
437,595,000 new shares and 142,335,000 new
shares of the Company at HK$1.37 per share
respectively. The subscription constituted a
connected transaction for the Company under
Rules 14.06(2) and 14A.13(6) of the Listing Rules,
and were subject to independent shareholders’
approval requirements under Rule 14A.17 of
the Listing Rules. Details of such connected
transaction were set out in the special general
meeting circular sent to shareholders of the
Company on 23rd February 2007. The ordinary
resolution in relation to this connected
transaction was approved by the independent
shareholders in the special general meeting on
12th March 2007.

On 15th December 2006, Hong Kong
Construction (China) Engineering Company
Limited (“HKC (China)”), a wholly-owned
subsidiary of the Company, entered into a
project management agreement with Jinguang
Property (Chengdu) Limited (“Jinguang
Property”), a company indirectly controlled
by the Oei family, for a period of 6 months
commenced from the date of the agreement
and was expired on 30th June 2007. Total
service fee income from Jinguang Property
amounted to RMB520,000 (equivalent to
approximately HK$558,000) for the year ended
31st December 2007. As the service fee
receivable by the Group under the project
management agreement was less than 2.5% of
the percentage ratio (other than the profit ratio)
and HK$1.0 million, the project management
agreement and the transactions contemplated
were exempt from the reporting, announcement
and the independent shareholders’ approval
requirements under Chapter 14A of the Listing
Rules.
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41. RELATED-PARTY TRANSACTIONS (continued)

(f)

On 4th July 2007, HKC (China) entered into
another project management agreement with
Jinguang Property for a period of 18 months
commenced from 1st July 2007 for a total
service fee of RMB2,180,000 (equivalent to
approximately HK$2,338,000). When the service
fee receivable under the project management
agreement is aggregated with the service
fee received under the project management
agreement entered on 15th December 2006 on
annual basis, the percentage ratios (other than
the profit ratio) attributable to the annual cap
of approximately RMB1.5 million (equivalent
to approximately HK$1.6 million), being
the approximate amount of annual service
fees receivable by the Group under such
agreements for each financial years ended
31st December 2007 and , will not exceed 25%
and HK$10.0 million . The project management
agreement and the transaction contemplated
therein constituted a continuing connected
transaction for the Company under the Listing
Rules and is therefore only subject to the
reporting and announcement requirements
made on 9th July 2007 but is exempt from
independent shareholders’ approval
requirements under Rule 14A.34 of the Listing
Rules.

41.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A M BRI

41. RELATED-PARTY TRANSACTIONS (continued) 4. BEALIRE E)
(g) During July and August 2007, the Company o0 RZZFZLFLAZENA AT ECerberus Asia Capital

entered into the shares subscription
agreements and supplemental agreements
with Cerberus Asia Capital Management, LLC
(“Cerberus”), Penta and Creator, under which
Cerberus and Penta subscribed 1,426,829,000
shares and 570,731,000 shares respectively at
the price of HK$2.05 per share while Creator
subscribed 686,317,000 shares at the price of
HK$2.273 per share. The gross proceeds from
the share subscriptions were approximately
US$725.0 million (equivalent to approximately
HK$5,655.0 million). The share subscription
constituted connected transactions for the
Company under Rules 14.06(2) and 14A.13(6) of
the Listing Rules, and was subject to reporting,
announcement and independent shareholders’
approval requirements under Rule 14A.17 of
the Listing Rules. Details of such connected
transactions were set out in the special general
meeting circular sent to shareholders of the
Company on 12th September 2007. The ordinary
resolution in relation to these connected
transactions was approved by the independent
shareholders at the special general meeting on
23rd October 2007.
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41. RELATED-PARTY TRANSACTIONS (continued)
(h) Yangpu Water Supply Company Limited, held

as to 65% indirectly by the Group, entered
into a water supply agreement with Jinhai
Paper Pulping Industrial Company Limited
("Jinhai”), a company indirectly controlled
by the Oei family, for a period of 3 years
commencing from 1st January 2006. The
water supply agreement and the transactions
contemplated therein constituted continuing
connected transactions for the Company
under Rules 14.06(2) and 14A.13(6) of the
Listing Rules and were subject to the reporting,
announcement and independent shareholders’
approval requirements under Rule 14A.17 of
the Listing Rules. Details of such continuing
connected transaction were set out in the
extraordinary general meeting circular sent
to the shareholders of the Company on 12th
May 2006. The ordinary resolution in relation
to this continuing connected transaction was
approved by the independent shareholders
in the extraordinary general meeting on 13th
June 2006. The approved annual cap for the
financial year ended 31st December 2007 is
RMBA40.4 million (equivalent to approximately
HK$44.0 million). Income received from Jinhai
for the supply of raw water during the year
under review amounted to RMB23.0 million
(equivalent to approximately HK$25.1 million).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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41. RELATED-PARTY TRANSACTIONS (continued)

(i)

(i)

Hong Kong Construction (Hong Kong) Limited
(“HK Co"), a wholly-owned subsidiary of
the Company, entered into a revolving
loan agreement on 6th October 2005 and a
supplemental loan agreement on 20th April
2006 and the second supplemental agreement
on 1st July 2007 with Creator, under which
HK Co might borrow up to HK$800.0 million or
its equivalent in other currency from Creator
during a period of 36 months from the date of
such agreement. The loan was unsecured and
had no fixed repayment terms during the loan
period, the interest was bearing at Hong Kong
Dollar Prime Rate as quoted by HSBC plus 2%.
The maximum amount (including interests)
outstanding during the year under review was
approximately HK$657.2 million. There was no
outstanding amount due to Creator by HK Co as
at 31st December 2007.

On 17th July 2007, HK Co entered into an
assignment agreement with Mr. OEl Kang, Eric,
an Executive Director of the Company (“Mr.
Oei”) and the Bank of East Asia Limited (“BEA"),
under which BEA agreed to and make available
to Mr. Oei a term loan facility of up to US$150.0
million (equivalent to approximately HK$1,170
million) for a period of 3 weeks from the date of
the assignment agreement. Mr. Oei had on-lent
the loan of approximately HK$1,170.0 million
to HK Co for business development. The loan
was unsecured and the interest was bearing
at Hong Kong Dollar Prime Rate as quoted by
HSBC plus 2%. The maximum amount (including
interests) outstanding during the year under
review was approximately US$150.6 million,
including interests (equivalent to approximately
HK$1,174.7 million). The loan together with the
interests calculated there under had been fully
paid by HK Co and the assignment agreement
was expired on 7th August 2007.
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41. RELATED-PARTY TRANSACTIONS (continued)
(k) On 17th July 2007, Creator entered into certain

(I

loan documents with Deutsche Bank AG,
pursuant to which Deutsche Bank AG agreed
to provide Creator with certain loan facilities
of up to HK$800.0 million for a period of 12
months from the date of such loan documents.
On 18th July 2007, the Company entered into
a loan agreement with Creator, under which
Creator agreed to on-lend and make available
to the Company a loan facility of up to HK$800.0
million for a period of 12 months from the date
of such agreement. The loan was unsecured
and had no fixed repayment terms during the
loan period, the interest was bearing at Hong
Kong Dollar Prime Rate as quoted by HSBC plus
2%. The maximum amount (including interests)
outstanding during the year under review was
approximately HK$818.9 million. There was
no outstanding amount due to Creator by the
Company as at 31st December 2007.

On 8th October 2007, the Company entered
into a revolving loan agreement with Genesis
Capital Group Limited (“Genesis”), one of the
substantial shareholders, under which the
Company might borrow up to HK$1,000.0 million
for a period of 36 months from the date of
such agreement. The loan was unsecured and
had no fixed repayment terms during the loan
period, the interest was bearing at Hong Kong
Dollar Prime Rate as quoted by HSBC plus
2%. There was no outstanding amount due to
Genesis by the Company as at 31st December
2007.
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41. RELATED-PARTY TRANSACTIONS (continued)
(m) Under the shares subscription agreements

(n)

and supplemental agreements entered into
between the Company and Cerberus mentioned
in Note (g) above, Cerberus agreed to and make
available to the Company a loan facility of up to
US$500.0 million (equivalent to approximately
HK$3,900.0 million) for a period of 36 months
from 26th August 2007. The loan was secured
over the shares and assets of the Company
and had no fixed repayment terms during
the loan period, the interest was bearing at
London Inter-Bank Borrowing Rate as quoted
by Reuters or Bloomberg plus 5.5%. There was
no outstanding amount due to Cerberus by the
Company as at 31st December 2007.

Key management compensation

Director’s fees

Salary

Discretionary bonus

Employer’s contribution to
pension scheme

e
BT
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42. NOTES TO CONSOLIDATED CASH FLOW
STATEMENT

(a) Reconciliation of operating profit to net cash (a)

used in operations

Profit before income tax

Finance income

Depreciation and amortisation

Employee share option benefits

Negative goodwill released
toincome

(Gain)/loss on disposal of
Property, plant and equipment
Associated companies
Derivative financial instrument

Write back of over provision of
PRC tax liabilities

Net exchange loss

Fair value gains on
investment properties

Write back of provision for
impairment loss on properties
held for sale

Net provision for impairment loss
on trade and other receivables

Decrease in fair value of
derivative financial
instruments — options

Fair value (gain)/loss on
financial assets at fair value
through profit or loss

Finance costs

Write off other receivables

Share of profits less losses
of associated companies

Share of losses less profits
of jointly controlled entities

Operating loss before working
capital changes
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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42. NOTES TO CONSOLIDATED CASH FLOW

STATEMENT (continued)

8. HZEBRERERMT @)

(a) Reconciliation of operating profit to net cash (a)

used in operations (continued)

Netincrease in construction
contracts in progress

Increase in properties under
development

Increase in prepaid lease payments

for land

Decrease in properties held for sale
Decrease in non-current receivables

(Increase)/decrease in trade
and other receivables
Increase/(decrease) in

non-current payables and trade

and other payables

Decrease in minority interests

Cash used in operations

(b) Non-cash transactions
(i) Loan capitalisation

ERIRANEIFE
EEGTES)

At AR
(eEmE 2 MEAD
FRBRER RS

PR BRI EL A B Wk
($ ),/ B

RERNREEXBAAZRSFE Y R(E)

FRBENR - BARMRAM

R RE, (H)
HRBFRRAD
EEFARS

(b)

Last year, pursuant to the Agreement of
Loan Capitalisation and Subscription of
New Shares dated on 8th May 2006, the HK
Co issued 465,681,854 ordinary shares to
Creator at a total consideration of HK$486.1
million. The amount was settled in full by
offset with the amount due to Creator.
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43. EVENTS AFTER BALANCE SHEET DATE
(a) In February 2008, the Company entered into a

sale and purchase agreement with Nam Tai
Electronics, Inc. to acquire 572,594,978 shares
(approximately 74.99% of the issued share
capital) in J.I.C. Technology Company Limited
(“JIC”), a company listed on the main board
of the Stock Exchange of Hong Kong, at a
consideration of HK$397.5 million. Pursuant to
Rule 26.1 of the Hong Kong Code of Takeovers
and Mergers, the mandatory unconditional
cash offer (“the Offer”) was issued on 20th
March 2008 for minority shareholders of JIC at
HK$0.695 per share. Upon the close of the Offer
on 10th April 2008, 3,320 shares, representing
less than 0.01% of the total issued share capital
of JIC, were accepted by the Group. Taking into
account of the valid acceptance, 190,936,889
shares, representing 25.01% of the total issued
share capital of JIC are held by the public. JIC
has continued to comply with the public float
requirements under Rule 8.08 of the Listing
Rules.
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43. EVENTS AFTER BALANCE SHEET DATE (continued)

(b)

(c)

(d)

In February and March 2008, the Group
acquired an aggregate 60% equity interests in
Shanghai Guangtian Real Estate Development
Company Limited, a property company engaged
in developing a parcel of land located at No.4
Sichuan North Road of Hongkau District of
Shanghai Municipality, at an aggregated
consideration of approximately RMB1.5 billion
(equivalent to approximately HK$1.6 billion).
The site occupies an area of approximately
26,820 sq. m. and will be developed an
integrated commercial-retail complex consists
of office building and a ground-level shopping
arcade with above ground gross floor area of
approximately 152,000 sq. m.

In March 2008, the Group entered into a sale
and purchase agreement with CB Richard
Ellis Strategic Partners Asia Il, LP (“CBRE"), a
wholly-owned subsidiary of CB Richard Ellis
Group, Inc. for the transfer of its 25% interest in
a property development project at Hong Qi Nan
Road, Nankai District in Tianjin to CBRE at an
consideration of US$42.2 million (equivalent to
approximately HK$329.2 million). The site was
secured through a swap for another parcel
of land adjacent to the Olympic Sports Centre
in Tianjin with the government authority of
Tianjin Municipality. The site at Hong Qi Nan
Road occupies an area of approximately 77,961
sg. m. and will be developed into a commercial
property consisting of serviced and regular
apartments. Up to the date of this report,
the management consider it is premature to
estimate the profit arising from the transaction,
pending the final arrangement of certain
documents.

In April 2008, the Group completed the
acquisition of about 70.65% equity interests
in an Ethanol project company in Chongging,
the PRC at a total consideration of RMB163.4
million (equivalent to approximately HK$175.2
million). The Ethanol project company is
principally engaged in the manufacture,
production and sale of industrial ethanol.
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PRINCIPAL SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINTLY CONTROLLED ENTITIES
FTEMBLF  BEATNSELT

Listed below are the principal subsidiaries, associated
companies and jointly controlled entities which, in the

opinion of the directors, principally affect the result and/
or net assets of the Group.

1. PRINCIPAL SUBSIDIARIES

(a)

Name

&%

Investment holding
REZR

Dorboy Investment Limited-
BRREBRLF

Eden Investment Group Limited*
FAREEEERAT

HKC (Nanxun) Holdings Limited-
BRER(E3)EMHERERAR

HKC Infrastructure (Holdings)
Limited (formerly known as
Hong Kong Infrastructure Limited):
BREREREZE(ER)BRAR
(FIBEBEREBRAR)

HKC Shenyang Heping Investments
Limited-
BREREGNTREBRLR

HKC Shenyang Hunan
Investments Limited+

BEERERERREARATA

Hong Kong Construction Tianjin
Tuan Po Hu Investment Limited-
ERERKEEREREBRAT

Hong Kong Energy
(Holdings) Limited+
BAMER(ER)BERAF!

Place of
incorporation/
operation and
kind of legal entity
AR/
T
EEEREL

Hong Kong/PRC
B/ HE

British Virgin Islands/
PRC
RERZEES/HE

Hong Kong/PRC
B8/ HE

British Virgin Islands/
PRC
ABELHES/TE

Hong Kong/PRC
B/ HE

Hong Kong/PRC
&8/ HE

Hong Kong/PRC
i/ HE

British Virgin Islands/
PRC
ABELHE/TE

TEMBLF

Principal activities

Investment holding
REZR

Investment holding
REZR
Investment holding
REZR

Investment holding
REER

Investment holding

REER

Investment holding
REZR

Investment holding
REZR

Investment holding
REzER

Issued

share capital/
Paid up
registered
capital

BRTRE/
B FMER

HK$1,000
1,000/ 7T

US$1
ES
HKS$2
287

USS$!1

(ES

HK$1

v

HK$1
=

HKS1
BT

USS$!1

(ES

TREFESARUAEEEER FEEFEREATEZTEN

BT BEAARAEATME

Percentage
of equity/
Paid up
registered
capital held
FrisiEs/
BEEMER
B

80%

100%

100%

100%

100%

100%

100%

100%
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PRINCIPAL SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINTLY CONTROLLED ENTITIES
TEMBAT  BEANNAEAT

1. PRINCIPAL SUBSIDIARIES (continued)

(a)

(b)

Name

1

Investment holding (continued)
REER(E)

lvy Garden Investments Limited*

Karbony Investment Limited-

Sinoriver International Limited+
d)I| B AR A A

Property investment
NERE

Hong Kong Construction (China)
Engineering Company Limited*
EBER(HE) IRERAF

Karbony Real Estate Development
(Shenzhen) Company Limited+#
TRELERRRINERL D

Lipmar Hero Limited*
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Place of
incorporation/
operation and
kind of legal
entity
B Ae
REWAR
ERERRE

British Virgin Islands/

PRC
RBRZES/TE

Hong Kong/PRC
BE/HE

British Virgin Islands/

PRC
RBRZES/TE

PRC

Wholly
foreign-owned
enterprise

HE

HEBELE

PRC

Wholly
foreign-owned
enterprise

HE

NEBELE

Hong Kong/PRC
BE/HE

1. FEWBLT@E)

Principal activities

Investment holding
REZR

Investment holding
REZR

Investment holding
REzERk

Investment in apartments
and shopping mall of
South Ocean Centre,
Shenzhen, the PRC

BRETERIFEEROMN
FEEMRES

Investment in offices,
apartments and
shopping mall of
Shun Hing Square,
Shenzhen, the PRC

RETERIGEEZN
PWAE  FBBURES

Investment in the parcel
of land in Jiangmen
REIM—ELE

Issued

share capital/
Paid up
registered
capital

BRITRE/
EfEmER

US$1

(ESH
HK$10,000,000
10,000,0007 7T

USS$1

(ES

US$36,500,000
36,500,000% 7T

US$60,000,000
60,000,000 7T

HK$10,000
10,0007

Percentage
of equity/
Paid up
registered
capital held
Fitsigs
ENEMER
BAL

100%

100%

100%

100%

100%

89.5%



1.

PRINCIPAL SUBSIDIARIES (continued) 1.
Place of
incorporation/
operation and
kind of legal

Name entity
S/
BEWAR

£ EEERER

(b)  Property investment (continued)

(c)

NERE(H)

Shenzhen Jing-Guang Development
Company Limited+*
FZERRERAT

Sweet World Limited+
REERAT

Toplan Company Limited-
RBEERAR

Property development
NEBR

Huzhou Nanxun International
Building Market Center
Company Limited+#

HNEESEREMARAR

Tianjin Renai Properties Development
Company Limited+#
RETCEEEREARAF

PRC

Limited liahility
company

HE

AREEAH

Hong Kong/PRC
B/ HE

Hong Kong/PRC
B/ HE

PRC

Wholly foreign-owned
enterprise

HE

HNEBELE

PRC

Wholly foreign-owned
enterprise

HE

NEBELE

Principal activities

Investment in offices,
apartments and
shopping mall of
Jing Guang Centre,
Shenzhen, the PRC

REPEFYIREHL
MMAE - FBEN
k&%

Investment inapartment of
President Mansion,
Shanghai, the PRC

REVELBARAEN
FEEN

Investment in apartment of
South Ocean Centre,
Shenzhen, the PRC

REFER ISP OH
FEEN

Development and
operation of a building
market Center
in Huzhou, the PRC

RN B R R & ERM
mHERL

Real estate development
in Tuanho Lake of
Jinhai County in
Tianjin, the PRC

R EIRET B ER
REREHE

Issued

share capital/
Paid up
registered
capital

BRITRE/
ENERER

HK$10,000,000
10,000,003 ¢

HK$100
10058 7T

HK$3
3BT

US$48,000,000
48,000,000% ¢

HK$181,000,000
181,000,000/ 7T

Percentage
of equity/
Paid up
registered
capital held
FrsiEs,/
EfEMER
Bk

80%

100%

100%

100%

100%
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PRINCIPAL SUBSIDIARIES, ASSOCIATED COMPANIES AND

JOINTLY CONTROLLED ENTITIES
jEEEM#EEQ}fﬂ \Eﬁégé}fﬂ$ué§égé}fﬂ

1. PRINCIPAL SUBSIDIARIES (continued) 1. FEWBAE @)

Place of
incorporation/
operation and
kind of legal

Name entity Principal activities
AL
KeEmER

£ rRERER TEXK

(c) Property development (continued)
VEZEY
EEBE(BER)ERAT PRC Real estate development

Wholly foreign-owned

in Heping District

enterprise in Shenyang, the PRC
e RAEEETNTE
HNEBELE REEHE
BREX(ER)BRAT PRC Real estate development

Wholly foreign-owned

in Heping District

enterprise in Shenyang, the PRC
HE RAEEETNTE
HNEBELE REEHE
(d) Infrastructure and alternative energy
ERRERER
Asia Wind Power (Mudanijiang) PRC Construction and
Company Limited+# Foreign-owned operation of a
THNEHREHBT)BRAT enterprise 30 megawatts wind-
FE powered electricity
NERE generating stations
in Heilongjiang,
the PRC
RPEBETEREREE
—BREREN0T B
ZENBER
HKC (Guilin) Expressway Company PRC Construction and
Limited+* Limited liahility operation of a
EMEESRLRERAT company toll road in Guilin,
HE the PRCona
BEREFLT Build-Operate-
Transfer contract
RBEE—KE—8BH
REEREREE
BN B AR
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Issued

share capital/
Paid up
registered
capital

BRITRE/
ENERER

HK$500,000,000
500,000,000 7

HK$778,000,000
778,000,003 ¢

HK$100,000,000
100,000,007 70

RMB416,150,000
AR#416,150,0007

Percentage
of equity/
Paid up
registered
capital held
Frisgs,/
ENEMER
BAL

100%

100%

86%

100%



1. PRINCIPAL SUBSIDIARIES (continued) 1.

(d)

Name

=4

Place of
incorporation/
operation and
kind of legal
entity
B Ae
BEWAR
ERERER

Infrastructure and alternative energy (continued)

EERERER(R)

Hong Kong Wind Power (Muling)
Company Limited+*
EERANEE(BH)ERAT

Yangpu Water Supply Company
Limited+#
ERMKEREEAT

PRC
Foreign-owned
enterprise

HE
NELE

PRC
Sino-foreign
equity joint venture
HE
RNRELXE

Principal activities

Issued  Percentage

share capital/ of equity/
Paid up Paid up
registered registered
capital  capital held

FrsiEs
BRIRA/ ENEMEX
TEEH EfEfER B
Construction and HK$100,000,000 80%
operation of a 100,000,000% 7T
30 megawatts wind-
powered electricity
generating stations
in Heilongjiang,
the PRC
RABE R IEREREE
— BB EREN00FRE
ZBENBER
Operation and RMB181,285,714 65%
maintenance of AR#181,2857147C

raw water supply

facilities and water

supply services in
Yangpu Economic

Development Zone
REREERBEEER

REFKMERRELL
RAFKEERE

K
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PRINCIPAL SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINTLY CONTROLLED ENTITIES
TEWBAT  BEANNAEAT

1. PRINCIPAL SUBSIDIARIES (continued) 1.
Place of
incorporation/
operation and
kind of legal

Name entity
B
BEHER
£ rRERER
(e) Construction/property services

BE/MERY

Hong Kong Construction (Hong Kong)
Limited
BRER (BB IRERAT

Hong Kong Construction (China)
Engineering Company Limited+#
EAER(TE) IRERAA

Shenzhen Kumagai Property
Management Company Limited**
R EANEEBERAF
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Hong Kong
i

PRC

Wholly foreign-owned
enterprise

HE

HNEBELE

PRC

Limited liability company
HE

BREANT

FEMB DT ()

Principal activities

Provision of
construction service

RAEERRE

Provision of
construction service
RHER R

Provision of property
management service
REEMEERRE

Issued

share capital/
Paid up
registered
capital

BRITRE/
ENERER

HK$150,000,000

150,000,000/ 7T

US$36,500,000
36,500,000 7T

HK$60,000,000
60,000,007 T

Percentage
of equity/
Paid up
registered
capital held
Frisgs,/
ENEMER
BAL

100%

100%

100%



2. PRINCIPAL ASSOCIATED COMPANIES

(a)

(b)

(c)

Name

=L

Property
/S

Hong Kong Construction
SMC Development Limited+#
BERERRRBRERAT

Hong Kong Construction (Investment)
Limited+#
ERER(BEAERAT

Hotel management and operation
HEEEREE

Hong Kong Construction
Kam Lung Limited*#

Alternative energy
BRER

Linyi National Environmental
New Energy Company Limited+#
BT RRIASRAERAT

CECIC HKC Wind Power
Company Limited+#
FEECBER A BB CGRE)BRAT A

2. IEEELT

Issued

share capital/
Paid up
registered
capital
BRITRE
BENEMER

HK$10,000,000

10,000,00078 7T

HK$10,000
10,000/ 7T

HK$100,000
100,00078 7T

RMB 100,000,000
A E#5100,000,0007T

RMB109,193,586
AR#109,193,5867T

Place of
incorporation/
operation
Faiio AV
B

Hong Kong/PRC
&8/ HE

Hong Kong
0

Hong Kong/PRC
BB,/ HE

PRC
FE

PRC
FE

Group equity
interest
rEE2
RA Rz

40%

20%

45%

40%

40%
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PRINCIPAL SUBSIDIARIES, ASSOCIATED COMPANIES AND
JOINTLY CONTROLLED ENTITIES
TEMBAT  BEANNAEAT

3. PRINCIPAL JOINTLY CONTROLLED ENTITIES 3. EIERENF

Form of Place of
business structure/ establishment/ Group equity
Name Kind of legal entity operation interest
EBEBRES AEEZ
=L FEERER FRL/ 45 1t B AR
Construction
B
BCJ Joint Venture+# Unincorporated partnership Hong Kong 20%
FENBHER i
Hong Kong Construction Unincorporated partnership Hong Kong 55%
AMEC Joint Venture+# FEABBER &R
AMEC - Hong Kong Construction Unincorporated partnership Hong Kong 45%
Joint Venture*# FENBHER i
HK ACE Joint Venture+# Unincorporated partnership Hong Kong 30%
E YN BB
AMEC - Hong Kong Unincorporated partnership Hong Kong 35%
CC-202 Joint Venture+# EEABBEK &8
Property development
MEER
Shanghai Jingang North Bund Foreign-owned enterprise PRC 25%
Real Estate Company hELE HE

Limited+#
HEEBLNEERERAT

Notes:
+ Interest held by subsidiaries
# Not audited by PricewaterhouseCoopers

a Newly set up or acquired in 2007
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FIVE-YEAR FINANCIAL SUMMARY
IFEHBEERTE

2007 2006 2005 2004 2003
—ETtE “FTNE CIRERE —FEME ZFR=F
HKS Million ~ HK$Million ~ HKSMillion ~ HK$Million ~ HK$ Million
BEAT BEERL BEET BEAT AEAT
Consolidated income statement REBRE
Revenue & 106 396 248 1,007 1,266
Profit/(loss) before income tax FrewianaRl/ (§F8) 945 574 340 259 (450)
Income tax credit/(expense) FrgsiER /(i) (95) 4 2 (5) 40
Profit/(loss) for the year REEEH /(E8) 850 578 360 254 (410)
Minority interests DYRFER (15) 1 8 - 1
Profit/(loss) attributable to KRRRRERESEA
equity holders of the Company FEiEER/ (B8) 835 519 368 254 (409)
Dividends fRE 821 M9 116 - -
Consolidated halance sheet RREEAER
Net current assets/(liabilities) REEE /(BR)FE 5,938 187 137 (264) (2,243)
Non-current assets FREEE 10,450 5171 3,344 2,657 2,803
Non-current liabilities E =N (3,003) (2,124) (1,359) (796) (553)
Net assets including minority interests  EEFH(BELHRFER) 13,385 3,840 2122 1,597 1
Share capital R 82 3 23 1,948 608
Reserves e 13313 3,867 2,071 (241) (491)
Minority interests SRR ER (10) (64) 28 (110) (110)
Total equity R AE 13,385 3,840 2122 1,597 1
2007 2006 2005 2004 2003
ZRELF “ETRE “ETRE “ZENE ZRE=F
HKS HKS HKS HKS HKS
BT BT BT B BT
Earnings/(loss) per share BRERN /(B8)
- basic -7 0.16 0.22 0.16 0.13 (0.67)
- diluted = 0.16 0.22 0.16 0.13 N/A
Dividend per share BRRE
- attributable to the year -EEREE 0135 0N 0.05 - -
Return on total equity RRERBEERE 6.4% 15.1% 16.9% 15.9% (5,857.1)%
Notes: MYEE

1.

Return on total equity represents the current year’s profit/loss for the
year expressed as a percentage of the closing total equity for the year
concerned.

The comparative figures of the results of the Group for the years ended
31st December 2004 and 2003 and the assets and liabilities of the Group
as at 31st December 2004 and 2003 have been restated as a result of
the adoption of Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants.

1.

HZQ?EE‘:‘E%%%‘EEi&ﬁ?ﬁ'zﬁifﬁiﬁﬂ/ﬁﬂéﬁéﬁﬁﬁEEE%HQ%*&%&%@E
ﬁ o

HRRABEETMASEMNE BN EREEN  BESTTEARR
B AEEEZ_ZENER-_ET=FTA=+—RLEFENEE
&g;%;ﬁlﬂi&:g%iﬁﬂ':ﬁ ST-HNEEREENLRET
EEZID
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SCHEDULE OF PRINCIPAL PROPERTIES (as at the date of the annual report)

FEVE-—BRGPAEHAE)

INVESTMENT PROPERTIES #&&#%

Location
b 2h

The shopping mall, all car parking spaces and various apartment units

South Ocean Centre

Dongmen Road Central,

Shenzhen, Guangdong Province, the PRC
HEERE R

RIS

FEE

BYRS  IEEESRZETEEN

The shopping mall, all car parking spaces, various apartment units
and 1/F, 2/F, 42/F, 52/F and 58/F offices

Shun Hing Square, Di Wang Commercial Centre
No. 5002 Shennan Road East,

Luohu, Shenzhen, the PRC

BRI

R A SR EE50025%

FEHES M IFERL

BYE% - MEREES

ZEEBEMR

i 208 - 42 SUERSSEPAE

The shopping mall, all car parking spaces, various apartment units
and offices

Jingguang Centre

Yanhe Road North,

Luohu, Shenzhen, the PRC

B R Y28 4R

peptipldi:

RYmEHO

BYES  MERES  LEEEEARBAE
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Existing use
BRI AR

Commercial/
Residential
[GEFEEE

Commercial/
Residential
[GEFEEE

Commercial/
Residential
[GEFEEE

Term of lease
HEH

Medium
R

Medium
R

Medium
T



Location

i3

A parcel of land located in the north

side of the International Passenger
Transportation Terminal of
Hongkou District, Shanghai

IR EET I N BREREES L
1tz —tELit

A parcel of land located at No.4
Sichuan North Road, Hongkou
District, Shanghai *

R EETHI OB L4
Z— g L

A parcel of land along the eastern
shore of Tuanbo Lake, Jinhai
County, Tianjin
RKEDESHERHARD
HE—EL

A parcel of land located south of
Honggi South Road, Nankai
District, Tianjin *

LR K E ™ B RALIE i
Z—fELi*

A parcel of land located at
Ningpo Road, Heping
District, Shenyang *
UREBT AT EERE
2Lt

A parcel of land located at
Nanjing North Road, Heping
District, Shenyang *
REBT AT ERERILE
2Lt

PROPERTIES UNDER DEVELOPMENT

Intended use

RERE

Office, hotel and retail
BAEEERZE

Office and commercial

Residential
(e

Residential
(e

Residential and retail
FEREE

Office and commercial

BRETM=

Shareholding %

REEDL

25%

60%

100%

75%

100%

100%

Site area
(sq.m.)

hEEE
(FHK)

56,670.0

26,820.0

804,000.0

71,961.0

67,786.0

7,105.0

GFA
(sq.m.)

BEAER
(F7K)

250,000.0

152,000.0

836,938.0

150,000.0

210,800.0

92,000.0

Attributable
GFA (sg.m.)
LR
BmE
(FAR%)

62,500.0

91,200.0

836,938.0

112,500.0

210,800.0

92,000.0
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SCHEDULE OF PRINCIPAL PROPERTIES (as at the date of the annual report)

FEVE-—BERREEHEH)

PROPERTIES UNDER DEVELOPMENT (continued) BRPYIEE)
Location Intended use Shareholding %
12 BERR REBAL
7 Aparcel of land located at Mix-use complex 100%
Nanxun Economic eyt
Development District,
Huzhou City, Zhejiang
Province #
LRI E M T
2Rt
8  Anparcelof land located at Residential and 89.5%
north of Hong Kong-Macau Pier, commercial
Jiangmen, Guangdong Province * FEREE
REREIMT
ERIEEIL
Z—fELi

Site area
(sq.m.)

hEEE
(BHK)

207,628.0

101,343.3

GFA
(sq.m.)

BEAER
(F5K)

400,000.0

189,110

*  As at the date of the annual report, the Group is in the process of *  RERAH - AEE SIS L5 ARESE o

obtaining the certificates of land use rights.

Attributable
GFA (sg.m.)
LR
BmE
(EAK)

400,000.0

169,253.5

2,035,191.5

# The first phase of Nanxun project is expected to complete in the 3rd ~ * MEEEE-HRENEN_ETNEE=ZERTN - BAEERRITHBRE

quarter of 2009 and is currently at the stage of piling. B o
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9/F Tower 1, South Seas Centre,
75 Mody Road, Tsimshatsui East, Kowloon, Hong Kong
www.hkcholdings.com
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