Report of the Directors
EEEHE

The Directors are pleased to present their report together with the
audited consolidated financial statements of Lee Kee Holdings Limited
(the “Company”) and its subsidiaries (together the “Group”) for
the year ended 31st December 2006.

Principal Activities

The principal activity of the Company is investment holding. The
principal activities of the subsidiaries is sourcing and distribution of
non-ferrous metals, primarily zinc alloy and zinc, nickel and nickel-
related products, aluminium alloy and aluminium, and other
electroplating chemicals (including chemicals of precious metals, such
as silver, gold and rhodium). The activities of the subsidiaries are set
out in note 30 to the financial statements.

Group Reorganisation

The Company was incorporated in the Cayman Islands on 11th
November 2005 with limited liability under the Companies Laws
(2004 Revision) of the Cayman Islands.

In September 2006, pursuant to a series of group reorganisation
(the “Reorganisation”) in preparation for the listing of the shares of
the Company on Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), the Company became the holding
company of Lee Kee Group (BVI) Limited and its subsidiaries. Details
of the Reorganisation are set out in the prospectus of the Company
dated 21st September 2006. The Company’s shares (the “Shares”)
were listed on the Stock Exchange on 4th October 2006.

Results and Appropriations
The results of the Group for the year are set out in the consolidated

income statement on page 54.

The Directors recommend the payment of dividends of HK11.93 cents
(including a special dividend of HK10 cents and a final dividend of
HK1.93 cents) per ordinary share, totalling HK$99,019,000 to the
shareholders whose names are registered on the register of members
on 31st May 2007.
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Reserves
Movements in the reserves of the Group and of the Company during
the year are set out in note 25 to the financial statements.

Donations
Charitable and other donations made by the Group during the year
amounted to approximately HK$1.3 million.

Property, Plant and Equipment
Details of the movements in property, plant and equipment of the
Group are set out in note 17 to the financial statements.

Share Capital
Details of the movements in share capital of the Company are set
out in note 24 to the financial statements.

Distributable Reserves
Distributable reserves of the Company at 31st December 2006
amounted to approximately HK$1,241 million.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles of Association and there was no restriction against such rights
under the laws of the Cayman Islands, which would oblige the
Company to offer new shares on a pro-rata basis to existing
shareholders.

Five Year Financial Summary
A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 16.
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Purchase, Sale or Redemption of Securities

The Company has not redeemed any of its Shares during the year.
Neither the Company nor any of its subsidiaries has purchased or
sold any of the Company’s shares during the year.

Share Options

The Company adopted the Pre-IPO share option scheme (the “Pre-
IPO Scheme”) and the share option scheme (the “Share Option
Scheme”) pursuant to the written resolutions of the shareholder of
the Company passed on 15 September 2006.

1.  Pre-IPO Scheme

The purpose of the Pre-IPO Scheme is to recognise the
contribution of certain directors and full-time employees of
members of the Group whom the Board considered had
contributed to the growth of the Group and/or to the listing of
Shares on the Stock Exchange. The options were granted at a
consideration for HK$1. The exercise price of the granted
options is HK$2.136 per share which is equal to 80% of the
offer price in connection with the listing of the Company’s
shares on the Stock Exchange in 2006. Each option gives the
holder the right to subscribe for shares of the Company. The
Pre-IPO Scheme will remain valid until its expiry date.

A summary of the principal terms of the Pre-IPO Share Option
Scheme are set out in the Company’s Prospectus dated 21st
September 2006.

Details of the share options granted and outstanding as at 31st
December 2006 under the Pre-IPO Scheme are set out in Note

24 to the financial statements.

As at 31st December 2006, options to subscribe for a total of
21,960,180 shares were still outstanding under the Pre-IPO
Scheme which represents approximately 2.577% of the
enlarged issued share capital of the Company.
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The value of the options granted to the respective parties under THATRIE B IR A F 3 E AT R ER 2
the Pre-IPO Scheme is as follows: FIEREREZBERKINAT:

HK$

BT
Directors BEE
Mr. CHAN Pak Chung BRIEA e 4 6,690,36
Ms. MA Siu Tao S S 5,491,689
Ms. CHAN Yuen Shan, Clara IR 50 3 2 £ 3,902,717
Mr. NG Tze For RFBHEE 278,726
Others Hith
Senior management and employees SREEERES 14,857,476
The fair value of options granted during the year determined FRE R L BRE 2 ATFEEA31,000,000
using the binomial model was approximately HK$31 million. B IR E_EAGERAGE RN
The significant inputs into the model were share price of ZEEBABBEARREEAZKRESK
HK$2.67 per share as at the grant date, exercise price of 2678 TTEEBER2.13678 L TEATRE
HK$2.136 per share as shown above, volatility of the share of P17 R 18 65% ~ TR T BB ARHE HARR 34F  TEATAR
65%, expected life of options of three years, expected dividend BEIREA448% R ER R F B FK3.97% 17
yield of 4.48% and annual risk-free interest rate of 3.97%. TERE R BT EREFTE 2 KB DIRE
The volatility measured at the standard deviation of expected BERIFREEBEBECHRAM ETAA
share price returns is based on the 5-year historical volatility of ZIRERFHREBEE -

price return of companies engaged in the industry of metal
trading listed on the Stock Exchange.
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Share Option Scheme

The purpose of the Share Option Scheme is established to
provide participants with the opportunity to acquire proprietary
interests in the Company and to encourage participants to work
towards enhancing the value of the Company and the Shares
for the benefit of the Company and the shareholders of the
Company as a whole. The participants of the Share Option
Scheme may include directors and employees of any member
of the Group, advisors, consultants, distributors, contractors,
customers, suppliers, agents, business partners, joint venture
business partners, service providers of any member of the
Group. Each option will be granted at a consideration for HK$1.
The Share Option Scheme will remain valid until 14th September
2016.

The subscription price of Shares in respect of any particular
option granted under the Share Option Scheme shall be such
price as the Board in its absolute discretion shall determine,
save that such price will not be less than the higher of:

(i)  the closing price of a Share as stated in the daily quotations
sheet issued by the Stock Exchange on the date of offer
of such grant, which shall be a business day;

(i) the average of the closing prices of the Shares as stated
in the daily quotations sheets issued by the Stock Exchange
for the five trading days immediately preceding the date
of offer of such grant; and

(iii) the nominal value of a Share on the date of offer of such
grant.
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The maximum number of Shares which may be issued upon
the exercise of all options to be granted under the Share Option
Scheme and under any other share option scheme(s) adopted
by the Company must not in aggregate exceed 10% of the
aggregate of the Shares at the time of listing plus shares issued
under the Over-allotment Option (the “Scheme Mandate Limit")
or the refreshed Scheme Mandate Limit approved by the
shareholders. In addition, the maximum number of Shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme
and any other share option scheme(s) of the Company at any
time must not exceed 30% of the issued share capital of the
Company in issue from time to time. The total number of Shares
issued and which fall to be issued upon exercise of the options
granted and to be granted under the Share Option Scheme
and any other share option scheme(s) of the Company to each
participant (including both exercised and outstanding options)
in any 12-month period shall not exceed 1% of total number
of Shares in issue as at the date of offer to grant. Any further
grant of options in excess of this 1% limit shall be subject to
the approval of the Shareholders in general meeting at which
such participant and his associates abstaining from voting.

No options have been granted under the Share Option Scheme
since the adoption date on 15th September 2006 and up to
31st December 2006.
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Directors
The Directors during the year and up to the date of this report were:

Executive Directors

Mr. CHAN Pak Chung (appointed on 11th November 2005)

Ms. CHAN Yuen Shan, Clara (appointed on 11th November 2005)
Ms. MA Siu Tao (appointed on 14th September 2006)

Mr. NG Tze For (appointed on 14th September 2006)

Non-executive Directors
Mr. William Tasman WISE (appointed on 14th September 2006)

Independent Non-executive Directors
Mr. CHUNG Wai Kwok, Jimmy (appointed on 14th September 2006)
Mr. YAN Cheuk Yam (appointed on 14th September 2006
and resigned on 28th February 2007)
Mr. LEUNG Kwok Keung (appointed on 14th September 2006)

In accordance with Article 130 of the Articles of Association of the
Company, Ms. MA Siu Tao, Mr. NG Tze For and Mr. LEUNG Kwok
Keung shall retire and being eligible, offer themselves for re-election
at the forthcoming annual general meeting.

Directors’ Service Contracts

None of the directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company which is not determinable by the Company within one
year without payment of compensation, other than statutory
compensation.

Directors’ Interests in Contracts

No contracts of significance in relation to the Group’s business to
which the Company, or any of its subsidiaries, fellow subsidiaries
and holding companies was a party and in which a director of the
Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

Biographical Details of Directors and Senior
Management

Brief biographical details of Directors and the Senior Management
are set out from page 30 to page 35 of the Annual Report.
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Directors’ and Chief Executives’ Interests and/or Short
Positions in the Shares, Underlying Shares and Debentures of
the Company and its Associated corporations

At 31st December 2006, the interests and short positions of each
Director and Chief Executive in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of the Securities and Futures Ordinance (“SFO")), as
recorded in the register required to be kept by the Company under
Section 352 of Part XV of the SFO were as follows:

Long Position in Shares of the Company
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RZEERFTZA=1+—H BEEQIAKR
BHERAERD ([FHRBPEGRDI]) F35218F
XVBZREFE2ELMAES SEEk&EaTT
BABRARAREEEEZE (ABEEARPE
1&BIFTRE T 2 R ) 2 Rt BRI G RIEH+ %
BZREERABRIT:

1. REAIFRBZBE

Approximate

e o ErEZEmA

The 600,000,000 Shares are held by Global Alliance Global
Services Limited (“Global Alliance”) whose entire issued share
capital is held by Gold Alliance International Management Limited
(“Gold Alliance International”), which is in turn held by HSBC
International Trustee Limited (“HSBC Trustee”) acting as the
trustee of the P.C. CHAN Family Trust. The P.C. CHAN Family
Trust is an irrevocable discretionary trust set up by Mr. CHAN
Pak Chung as settlor and HSBC Trustee as trustee on 6th March
2006. The discretionary objects of which include Ms. MA Siu Tao
and the other family members of Mr. CHAN Pak Chung. Mr.
CHAN Pak Chung is the settlor of the P.C. CHAN Family Trust
and is deemed to be interested in the 600,000,000 Shares held
by Gold Alliance under the SFO.

Ms. MA Siu Tao, the spouse of Mr. CHAN Pak Chung and an
Executive Director, is deemed to be interested in the 600,000,000
Shares held by Gold Alliance as she is one of the discretionary
objects under the P.C. CHAN Family Trust under the SFO.
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Ms. MA Siu Tao? Beneficiary of a trust 600,000,000 72.29%
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2. Long Position in Underlying Shares of the Company

2. RFEQFZHEBRGBZEER

Description of Number of
Name of Director Capacity equity derivatives underlying Shares
EEnE 4 BALTET AEHEA HEARR B BB
Mr. CHAN Pak Chung Beneficial owner Share option 4,705,860
BRAEF £ & BERERA AL
Family interest Share option 3,862,740
K e 2 BB AR
Ms. MA Siu Tao Beneficial owner Share option 3,862,740
BRthz+ BEmEAA BB AR
Family interest Share option 4,705,860
K Ik HE 7 i R
Ms. CHAN Yuen Shan, Clara Beneficial owner Share option 2,745,090
R 458 M 22 + BEmEAA BB AR
Mr. NG Tze For Beneficial owner Share option 196,050
RFEIEAE BEmEAA BB AR

Note: Mr. CHAN Pak Chung and Ms. MA Siu Tao were granted options
under the Pre-IPO Scheme to subscribe for 4,705,860 Shares and
3,862,740 Shares respectively. Ms. MA Siu Tao is the spouse of
Mr. CHAN Pak Chung. Therefore, pursuant to Part XV of the
SFO, Mr. CHAN Pak Chung is deemed to be interested in the
share option granted to Ms. MA Siu Tao and Ms. MA Siu Tao is
deemed to be interested in the share option granted to Mr. CHAN
Pak Chung.

Share options are granted to Directors under the Pre-IPO
Scheme whose details are listed under the section “Share
Options” above.

Save as disclosed above, at no time during the year, the Directors
and Chief Executives (including their spouse and children under
18 years of age) had any interest in, or had been granted, or
exercised, any rights to subscribe for shares (or warrants or
debentures, if applicable) of the Company and its associated
corporations required to be disclosed pursuant to the SFO.

At no time during the year was the Company or any of its subsidiaries,
fellow subsidiaries and holding companies a party to any arrangement
to enable the Directors and Chief Executives of the Company
(including their spouse and children under 18 years of age) to hold
any interests or short positions in the Shares or underlying Shares in,
or debentures of, the Company or its associated corporation.
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Substantial Shareholders’ Interests and/or Short
Positions in the Shares, Underlying Shares of the
Company

The register of substantial shareholders required to be kept under
section 336 of Part XV of the SFO shows that as at 31st December
2006, the Company had been notified of the following substantial
shareholders’ interests and short positions, being 5% or more of
the Company’s issued share capital. These interests are in addition
to those disclosed above in respect of the Directors and Chief

Executives.

Long Position in the Shares of the Company

FERFNAATZRG RAEMRG 2%
mE KA
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Approximate
Number of percentage

Ordinary Shares of issued Shares

Name Capacity in which interested HERTRBZ
& 51 BRESZTERBE BAEHE
Gold Alliance Global Registered owner 600,000,000 72.29%
Services Limited EERIIEZZ=PN
Gold Alliance International Interest of controlled 600,000,000 72.29%
Management Limited corporation
NG I VNG - 3
HSBC International Trustee 600,000,000 72.29%
Trustee Limited ZIEA

Note: The entire share capital of Gold Alliance is held by Gold Alliance
International, which is in turn held by HSBC Trustee acting as the trustee
of the P.C. CHAN Family Trust. The P.C. CHAN Family Trust is an
irrevocable discretionary trust set up by Mr. CHAN Pak Chung as settlor
and HSBC Trustee as trustee on 6th March 2006. The discretionary
objects of which include Ms. MA Siu Tao and other family members of
Mr. CHAN Pak Chung.

Save as disclosed above, at no time during the year, no person, other
than the Directors and Chief Executives (including their spouse and
children under 18 years of age) had any interest or short positions in
the Shares or underlying shares of the Company recorded in the
register to be kept under section 336 of the SFO.
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Other Persons’ Interests and/or Short Positions in
the Shares, Underlying Shares of the Company

As at 31st December 2006, no other persons had any interest or
short positions in the Shares or underlying shares of the Company
recorded in the register to be kept under the SFO.

Major Suppliers and Customers
During the year, the Group sold less than 30% of its goods to its
five largest customers.

The percentage of purchases for the year ended 31 December 2006
attributable to the Group’s major suppliers is as follows:

Purchases
— the largest supplier 55%
— five largest suppliers combined 88%

During the year ended 31 December 2006, no Directors or any
associates of Directors or any shareholder (which to the knowledge
of the Directors owns more than 5% of the Company’s share capital)
has any interest in any of the Group's five largest suppliers.

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.

Competing Business

Mr. CHAN Pak Chung has provided a written confirmation, which
has been reviewed and confirmed by the Independent Non-executive
Directors of the Company, confirming that he has complied with
the terms of a Deed of Non-competition entered into between the
Company and him during the Reviewed Period.

Auditor

The consolidated financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible, offer
themselves for re-appointment.

On behalf of the Board

Chairman
Hong Kong, 27th March 2007
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