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Report of the Directors

EEEHREE

The Directors are pleased to present their annual report together
with the audited financial statements of the Group for the year
ended 31 December 2006.

PRINCIPAL ACTIVITIES

The principal activities of the Group consist of the import and
distribution of cement in Hong Kong, the manufacture and
distribution of cement and slag powder in other areas of the
People’s Republic of China (“Mainland China”) and the provision
of cement handling services in the Philippines. Through its
associates, the Group is also engaged in the production and
distribution of ready-mixed concrete in Hong Kong, Mainland
China and Brunei. There were no significant changes in the nature

of the Group’s principal activities during the year.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2006
are set out in the consolidated income statement on page 51.
The Board of Directors does not recommend the payment of any
dividend for the year ended 31 December 2006.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of
the Group during the year are set out in note 14 to the financial

statements.

SHARE CAPITAL
There was no movement in the Company’s authorised and issued

share capital during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association or the laws of Cayman lIslands, which
would oblige the Company to offer new shares on a pro rata

basis to existing shareholders.
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RESERVES

Details of the movements in the reserves of the Group during
the year are set out in the consolidated statement of changes in

equity on page 54 to 55.

At 31 December 2006, the Company’s reserve, including the
share premium and contributed surplus accounts, available for
cash distribution and/or distribution in specie, computed in
accordance with the Companies Law (2004 Revision) of the
Cayman Islands, amounted to HK$947,782,000. Under the laws
of the Cayman lIslands, a company may make distributions to its
members of the share premium and contributed surplus accounts

under certain circumstances.

DIRECTORS

The Directors of the Company during the year and up to the

date of this report are:

Executive Directors:
KOO, Cheng-Yun, Leslie (Chairman)
WU Yih Chin (Managing Director)

Non-executive Directors:

SHAN Weijian (redesignated as a non-executive
Director on 9 June 2006)

(appointed on 29 March 2006)

(resigned on 26 June 2006)

KAO, Teh-Jung

HUI-BON-HOA Pierre,
Khien Piau

HSIAQO, Yin-Yi (resigned on 28 February 2006)

Independent Non-executive Directors:

LIAO Poon Huai, Donald

CHIH Ching Kang, Kenneth

SHIEH, Jen-Chung, Roger

CHUNG Kuohsien, David

(appointed on 7 September 2006)
(appointed on 4 January 2007)
(resigned on 1 November 2006)
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Report of the Directors
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The Company has received annual confirmation from each of the
independent non-executive Directors as regards their
independence to the Company pursuant to Rule 3.13 of the
Rules Governing the Listing Securities on the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The Company
considers that each of the independent non-executive Directors

is independent to the Company.

According to Article 99 of the Company’s Articles of Association
(the “Articles”), Dr. Chih Ching Kang, Kenneth and Mr. Shieh,
Jen-Chung, Roger shall hold office until the Annual General

Meeting and shall then be eligible for re-election.

In accordance with Article 116 of the Articles, Mr. Koo, Cheng-
Yun, Leslie and Dr. Shan Weijian will retire by rotation and, being
eligible, offer themselves for re-election at the forthcoming annual

general meeting.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and the
senior management of the Group are set out on pages 21 to 25

of the annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company
or any of its subsidiaries which is not determinable by the
employing company within one year without payment of

compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

There were no contracts of significance to which the Company,
its holding companies, any of its fellow subsidiaries or subsidiaries
was a party and in which a Director had a material interest,
either directly or indirectly, subsisted at the end of the year or at

any time during the year.
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SHARE OPTION SCHEME s IR REST 2

Pursuant to a share option scheme adopted by the Company on BERARTAR—NMNAEFETREEBRMN 1A
5 October 1997 (the “Old Share Option Scheme”), the Company BT R ([EERETE]) AR ZE
had on 31 March 2006 granted to certain Directors the rights to ERE=ZA=1+T—HRETEEETUER
subscribe for shares at an exercise price of HK$1.266 per share 12668 T2 ITEERBEROH ZEN ZEES
exercisable during the period from 1 October 2006 to 30 March AR EERNFTA—HEZZE——F=A=
2011 (both days inclusive). TH(BREEEMX) BMITEBBEESR -

A summary of movement of the share options granted to Directors EEERERERFACEBENT:

during the year is as follows:

Number of share options
BREZB

Balance Granted Exercised Cancelled Balance

Date Exercise  Exercise at during during during at
Name of Director of grant price  period 1.1.2006 the year the year the year 31.12.2006
EA— == /\$
RZZEXRE +=A
—R-H =t+-8
Exps BHAH EE  TEHB & FREY  FRAOE FAEH 2
HK$  (Note)
(Br) (&)
Koo, Cheng-Yun, Leslie 31 March 2006 1.266 1 October 2006 to - 5,000,000 - - 5,000,000
ERA —EERF 30 March 2011
ZA=+- —ZERETA-H
E_T——F
=A=+H
Wu Yih Chin 31 March 2006 1.266 1 October 2006 to - 1,500,000 - - 1,500,000
REH ZEERF 30 March 2011
=A=+—-8 —TERETA-H
EZ——fF
=ZR=+H
- 6,500,000 - - 6,500,000

Note: The exercisable period commences on the date falling 6 it (TR EMBERERLEBESEAZ AR

months after the date of grant of an option and expiring at I WREEZBEREREBBHIIABEFZA
the close of business on the day falling immediately prior to EERHEREE®M-

the fifth anniversary of the date of grant in respect of such

option.

The closing price of the Company’s shares immediately before REBE-—TEAE=-A=+—8 (EBRE:S
31 March 2006, the date of grant of the Old Share Option 2L EE) A ARG T INTTE AT 245

Scheme, was HK$1.24. e
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The Old Share Option Scheme was terminated and a new share
option scheme (the “New Share Option Scheme”) was adopted
by the Company at the annual general meeting held on 23 May
2006. Particulars of the share option scheme are set out in note
28 to the financial statements. No option was granted under the
New Option Scheme for the period from its first adoption to 31
December 2006.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SECURITIES

As at 31 December 2006, the Directors, Chief Executive or their
associates had interests in the shares and underlying shares of
the Company and its associated corporations as recorded in the
register maintained by the Company pursuant to Section 352 of

the Securities and Futures Ordinance (“SFO”) as follows:

Long positions in ordinary shares of the Company

Capacity and

Name of Director nature of interest

ERREFICRILE MARFE
FHA :+EE€E§ZH§%%@¢?§@L%\W¥E
BT S ([FEERUEtE ) Btz
HBEIIN B mERN 28 - B EKERSR
E_FERFT A=t AHRAMEREN
BRE SR L BRE-

EERITRARRE S 2ES
R-ZEAF+-AZ+— R BREAAAR
EHREED (B RAKGED]) B3520%
B2 BRMAR ARRZES TRERR
HH R A+ R RS A 2 B 5 RABRIRD 2
HEEEIIMT

REQXREBERZHR
Percentage of
the Company’s
Number of issued

shares held share capital

BFERERZZ HARATS BT

EEHE SR RMtE FEROGEEAE ;& A= s 4

Koo, Cheng-Yun, Leslie Directly beneficially owned 1,700,000 0.22%
=3 BEERExESR

Wu Yih Chin Directly beneficially owned 2,500,000 0.32%
RER ERERESR

4,200,000 0.54%

The interest of the Directors in the share options of the Company
are separately disclosed in note 28 to the consolidated financial

statements.

BEERAQABERECERIRE
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Long positions in shares and underlying shares of

associated corporations

(i)

*

Taiwan Cement Corporation (“TCC”)*

Report of the Directors
EEEREE

REBZIEROREERG 2FR

(i) BEKERGERAE([EF])*

Number of shares held, capacity

Notes:

M

and nature of interest Percentage
BEROGZBE SORERSMHE of the
Through associated
Directly spouse or Through corporation’s
beneficially minor controlled issued share
Name of Director owned children corporation Total capital
L)
=3 EBWRAR Z8 EBITRA
Esns BEREER KEFEF X ZEFEE et ZEDHL
Koo, Cheng-Yun, Leslie 30,579,298 91 62,580,084 93,159,473 2.98%
=S (Note 1) (Note 2)
(Kat1) (Kiat2)
Wu Yih Chin 240,828 - - 240,828 0.01%
Liao Poon Huai, Donald 161,274 705,198 - 866,472 0.03%
BAIE (Note 1)
(Fatt)
94,266,773 3.02%
The ultimate holding company of the Company Y AR AEZRAER A A]
Bt &t -
The shares are held by the respective directors’ spouse as the (1) ZEROHBEEBFESF2REB (EAEZEAER
registered and beneficial shareholder. fREE) EH-
Koo, Cheng-Yun, Leslie, together with his spouse, hold 44% of the 2 EXANEBRBE#HE B AE62,580,0848 &

issued capital of a company which holds 62,580,084 shares of

TCC.

MR 2 2 FIE BT 2 44% 1B 3 -
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Save as disclosed above, as at 31 December 2006, the Company
has not been notified of any interests or short positions were
held or deemed to be held under Part XV of the SFO by any
Director or chief executive of the Company or their respective
associates in the shares, underlying shares and debentures of
the Company or any of its associated corporations (within the
meaning of Part XV of the 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 or pursuant to the Model Code or
which were required pursuant to Section 352 of the SFO to be
recorded in the register referred to therein. Nor any of the
Directors and the chief executive (including their spouses and
children under the age of 18) had, as at 31 December 2006, any
interest in, or had been granted any right to subscribe for the
securities and options of the Company and its associated
corporations within the meaning of the SFO, or had exercised

any such rights.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Apart from the details as disclosed under the heading “Directors’
and Chief Executive’s interests in securities” above and in the
share option scheme disclosures in note 28 to the consolidated
financial statements, at no time during the year were rights to
acquire benefits by means of the acquisition of shares in or
debentures of the Company granted to any Director or their
respective spouse or minor children, or were any such rights
exercised by them; or was the Company, or any of its holding
companies, fellow subsidiaries and subsidiaries a party to any
arrangement to enable the Directors to acquire such rights in

any other body corporate.
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SHAREHOLDERS WITH NOTIFIABLE BEERREZZRE
INTERESTS
As at 31 December 2006, the register of substantial shareholders RZEERF+_A=+—H RBREZHFLH

maintained by the Company pursuant to Section 336 of the SFO E 155 5 3361 A A A Z\miziﬁﬂxﬁyiua
shows that the following shareholders had notified the Company fit: TAREERNERA G BEHRELARFE
of the relevant interests in the issued share capital of the BITERRANZEMEER-

Company.
Percentage of
Number of the Company’s Number
Capacity and ordinary issued of share
Name nature of interest shares held share capital options held
=R NN
BEERZ FriF EBRTRA Fris
=x BHRMEE EEREE ZEDHL BREHR
TCC International Limited Directly beneficially 567,444,000 73.415% -
owned
HEERFA
TCC* Through a controlled 567,444,000 73.415% -
arr corporation
FBRFZEGEE

* TCC is interested in the shares of the Company by virtue of its * & JEH B 75 # A TCC International Limited £ &f
beneficial ownership of the entire issued share capital of TCC EETRAMEBARLGIRGZ #am

International Limited.

Save as disclosed above, as at 31 December 2006, no other B EE RN _EEF+_A=+—8"
person had interests or short positions in the shares and ﬂi{ﬁﬁﬁﬁ}\i}gﬁﬁiﬁﬁ@%%&,ﬁﬁ%’jﬂ%m%’XV%B
underlying shares of the Company which were required to be PEIRINEZRTEANE KA A K& EER ek
disclosed to the Company or the Stock Exchange under the BRSERARRIRIERE S KBS &0 2 3361&
provisions of Divisions 2 and 3 of Part XV of the SFO, or which FEIZEDZMZARRAR 2D RIBER D 2 #
were recorded in the register required to be kept by the Company RBR B o

under Section 336 of the SFO.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s largest customer
and its five largest customers accounted for approximately 9.8%
and 30.8% of the Group’s total sales revenue, respectively.
Purchases from the Group’s largest supplier and its five largest
suppliers accounted for approximately 9.2% and 36.6% of the

Group’s total purchases, respectively.

Messrs. Koo, Cheng-Yun, Leslie, Wu Yih Chin and Liao Poon
Huai, Donald, Directors of the Company, had direct or indirect
interest in TCC, one of the Group’s five largest suppliers and the
Company’s ultimate holding company. One of the Group’s five

largest customers is an associate of the Group.

Apart from the above, none of the Directors of the Company or
any of their associates or any shareholders which, to the best
knowledge of the directors, own more than 5% of the Company’s
share capital, had any interest in any of the Group’s five largest

customers and suppliers during the year.
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RELATED PARTY AND CONTINUING
CONNECTED TRANSACTIONS

Related party transactions, which fall within the definition
stipulated in the Hong Kong Accounting Standard 24 (“HKAS
24”) “Related Party Disclosures”, undertaken by the Group during
the year are set out in note 33 to the consolidated financial
statements. The transactions included in note 33 items (i) to (iv)
to the consolidated financial statements also constitute continuing
connected transactions as defined under Chapter 14A of the
Rules Governing the Listing Securities on the Stock Exchange of

Hong Kong Limited (the “Listing Rules”).

The Directors have reviewed the following continuing connected
transactions under which a conditional waiver from strict
compliance with the continuing connected transaction
requirements as set out in Chapter 14A of the Listing Rules has

been obtained:

() supply of cement and clinker by the Company’s ultimate

holding company;

(i) leasing of a site on Tsing Yi Island, Hong Kong, from a

fellow subsidiary of the Company;

(iii) leasing on a site in Tondo, Manila, the Philippines, from an

associate of the Company’s ultimate holding company;

(iv) receive of logistic and unloading services from a fellow

subsidiary of the Company;

(v) sale of slag powders to a minority shareholder of a

subsidiary;

(vi) purchase of clinker from a minority shareholder of a
subsidiary; and
(vii) purchase of slag from a subsidiary of a minority shareholder

of a subsidiary.

Report of the Directors
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(vii)
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The Directors, including the independent non-executive Directors,

confirmed that these continuing connected transactions have

been approved by the Board of Directors and, in their opinion,

were:

(a)

conducted on normal commercial terms and in the ordinary

and usual course of business of the Group;

fair and reasonable so far as the shareholders of the

Company are concerned;

entered into either in accordance with the terms of the
agreements governing such transactions or, where there
are no such agreements, on terms that are no less favourable

than those available to or from independent third parties;

within an annual limit of 80% of the audited consolidated
turnover of the Group for the year in respect of the

transaction stated in (i) above;

within an annual limit of HK$6.0 million and HK$4.4 million
for the year in respect of the supply of logistic services and

unloading services stated in (iv) above;

within an annual limit of the higher of HK$10 million and 3%
of the book value of the consolidated net tangible assets of
the Group as disclosed in the latest published audited

accounts in respect of the transaction stated in (v) above;

within an annual limit of HK$220 million for the year in

respect of the transaction stated in (vi) above; and

within an annual limit of HK$25 million for the year in respect

of the transaction stated in (vii) above.
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EEEHES

Details of the continuing connected transactions set out in (i) to MEXNWEWBERAA 2 FERBER S TMEK
(iv) above, which also constitute related party transactions, are BREALRS FBEHNI BRI FEIS -

set out in note 33 to the financial statements.

Details of the continuing connected transactions set out in (v) to MEXWEVINVRFTI 2 HERER S 2 F B8

(vii) above are summarised below: T
2006 2005
ZEEXRE —TTRF
HK$’000 HK$’000
FERT FAET
Sales of slag powder to a minority M X BV 2R —
shareholder of the same subsidiary MBARZ P EREIEE
referred to in (v) above (note 1) WEY (K1) 8,162 3,119
Purchase of clinker from a minority M| _E X E ViR FTit 2 [/ —
shareholder of the same subsidiary B ARz ERE
referred to in (vi) above (note 2) AR (Fit2) 30,038 45,831
Purchase of slag from a M = 358 (vi)ER BTt 2 [/ —
subsidiary of a minority shareholder MEBARZ HREZ
of the same subsidiary referred W E e EATRS (ffiF2)
to in (vii) above (note 2) 10,942 1,363
Notes: B &t
The above continuing connected transactions for the year ended 31 THEBE_TERNF+ A=+ —RHLFEZHE
December 2006 did not exceed the annual limits as set out in (f) to (h) MEXS TEBBEN EXOHENEMRIILZFE L
above. The transactions were entered into on terms no less favourable ReFIMNZER S 2GR THERE = F iRt 2 1§
than those available from third parties. e
(1)  The basis of the pricing policies for the above continuing transaction (1) EXCHEBEXS 2 EEBBRAEDHIR
is set out in greater details in circular to the shareholders of the ZEE=F+ - ARAAEEBKRRERZBX
Company dated 5 December 2003. Ao

(2) The basis of the price determination for the above continuing (2 EIXCHEREXSHEEBEEREEEFIRN
transactions is set out in greater details in circular to the —EERF A —BAREEBRRZBRHA-
shareholders of the Company dated 1 February 2005.
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The Board of Directors engaged the auditors of the Company to
perform certain agreed upon procedures in respect of the above
connected transactions of the Group. The auditors have reported
their factual findings on these procedures to the Board of
Directors. The independent non-executive Directors have reviewed
the continuing connected transactions and the report of the
auditors and have confirmed that the transactions have been
entered into by the Company in the ordinary course of its
business, on normal commercial terms, and in accordance with
the terms of the agreement governing such transactions that are
fair and reasonable and in the interests of the shareholders of

the Company as a whole.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

There was no purchase, sale or redemption of the Company’s
listed securities by the Company or any of its subsidiaries during
the year ended 31 December 2006.

DISCLOSURES PURSUANT TO RULE 13.21
OF THE LISTING RULES

In accordance with the disclosure requirements of Rule 13.21 of
the Listing Rules, the following disclosures are included in respect
of the Company’s loan agreements, which contain covenants
requiring performance obligations of the controlling shareholder

of the Company.

Pursuant to a loan agreement dated 23 June 2005 between the
Company and certain banks relating to a five-year term loan
facility of HK$500,000,000, a termination event would arise if (i)
TCC ceases to own legally and beneficially, at least 51% of the
shares in the Company’s capital or (ii) the Group fails to meet

the financial covenants stipulated in the loan facility.
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Pursuant to a loan agreement dated 30 April 2006 between the
Company and a bank relating to a one-year loan facility of
HK$20,000,000, a loan agreement dated 28 August 2006
between the Company and a bank relating to a one-year loan
facility of HK$40,000,000 and a loan agreement dated 12
December 2006 between the Company and a bank relating to a
loan facility of HK$40,000,000, a termination event would arise if
TCC, the Company’s ultimate holding company, ceases to own
beneficially, directly or indirectly, at least 51% of the shares in

the Company’s capital.

Pursuant to a loan agreement dated 20 February 2006 between
a subsidiary and a bank relating to a one-year loan facilities of
HK$20,000,000 and a loan agreement dated 27 March 2006
between a subsidiary and a bank relating to a loan facility of
HK$50,000,000, a termination event would arise if the Company

ceases to be a subsidiary of TCC.

CORPORATE GOVERNANCE
Principal corporate governance practice as adopted by the
Company are set out in the Corporate Governance Report on

pages 26 to 33.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,

qualifications and competence.

The emoluments of the Directors of the Company are decided
by the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market

statistics.

Report of the Directors
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Report of the Directors
EEEREE

AUDIT COMMITTEE AND REMUNERATION
COMMITTEE

Details of the Company’s audit committee and remuneration
committee are set out in the Corporate Governance Report on

pages 26 to 33.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, as at the date of this
report, there is sufficient public float of not less than 25% of the

Company’s issued shares as required under the Listing Rules.

FINANCIAL SUMMARY

A summary of the Group’s results and its assets and liabilities

for the past five years is set out on page 122.

AUDITORS
A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the

Company.

By order of the Board

Koo, Cheng-Yun, Leslie
CHAIRMAN

Hong Kong
29 March 2007
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