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The Directors submit their annual report together with
the audited financial statements for the year ended 31st
December 2006.

CORPORATE REORGANISATION AND
CHANGE OF DOMICILE

Pursuant to a group reorganisation by way of a scheme
of arrangement (the "Redomicile”) sanctioned by the High
Court of Hong Kong Special Administrative Region, Hong
Kong Construction (Hong Kong) Limited (formerly known
as Hong Kong Construction (Holdings) Limited), the former
listed vehicle of the Group, became a wholly owned
subsidiary of HKC (Holdings) Limited (the “Company”), a
company incorporated in Bermuda on 14th April 2005. The
Redomicile became effective on 16th November 2006. After
completion of the Redomicile, the Company became the
listed vehicle of the Group and Hong Kong Construction
(Hong Kong) Limited’s shares ceased to be listed on The
Stock Exchange of Hong Kong Limited.

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 157 to 160 of the financial
statements.

An analysis of the Group's performance for the year by
business and geographical 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 81.

The Directors declared an interim dividend of HK$4.5 cents
per ordinary share, totalling HK$130.6 million, which was
paid on 6th November 2006.

The Directors recommend the payment of a final dividend
of HK6.0 cents per ordinary share, totally HK$288.8 million.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group and the Company are set out in note 19 to the
financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company
during the year are set out in note 32 to the financial
statements.
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DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December
2006, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amounted to HK$878.2
million.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Bye-laws of the Company (‘Bye-Laws”) and there are no
restrictions against such rights under the laws of Bermuda.

DIRECTORS
The Directors during the year and at the date of this report
were:

* OFEl Tjie Goan (Chairman)

* WANG Jun (Honorary Chairman) (appointed on 15th
December 2006)

* LI Xueming (Deputy Chairman)

* XU Zheng (Deputy Chairman)

# OFEl Kang, Eric (Managing Director and Chief Executive
Officer)

# CHEN Libo

# TSANG Sai Chung, Kirk

# TANG Sau Wai, Tom

# CHENG Sum Hing, Sam

# SO Hang, Selina (resigned on 15th June 2006)

*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 the Listing Rules and consider them
to be independent.

At the forthcoming annual general meeting ("AGM"), Mr. OElI
Tjie Goan, Mr. OEl Kang, Eric, Mr. CHUNG Cho Yee, Mico, Mr.
TSANG Sai Chung, Kirk and Mr. TANG Sau Wai, Tom will retire
from office by rotation in accordance with bye-laws 87(1)
of the Bye-laws and will offer themselves for re-election to
serve for another term. Further, Mr. WANG Jun who was
newly appointed by the Board will also retire from office
in accordance with bye-laws 86(2) of the Bye-laws and will
offer himself for re-election for the forthcoming AGM.
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DIRECTORS' SERVICE CONTRACTS

None of the Directors 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.

SHARE OPTION SCHEMES

Hong Kong Construction (Hong Kong) Limited adopted a
share option Scheme on 3rd June 2004 (the "Old Option
Scheme”) which was terminated on 16th November 2006
due to successful implementation of Redomicile. A new
share option scheme was adopted (“New Option Scheme”)
by HKC (Holdings) Limited on 15th June 2006 (“Old Option
Scheme” and “New Option Scheme” are together defined
as "Option Scheme”). A summary of the Option Scheme is
set out below:—

ERRBEN
MEEFEAQRTIAQABFAR—FATURILTBA
BEZREEH CEERERN) -

MR i st @

BRER (38) IRARAANR-ZEZNF A= HERN
ZBRERD ( [EBRRESS] )  ABCHETEMR B
REZZEARF+T-ATARERLL - BERESEEN=-2Z
ANEASATHHESBRR (BR) BRARMRSM ([#HB
R ) ( [EBRESE] R [BRETSE] PR
ER [ZESBRESE] ) - ZZBRESERGMNT

Purpose
B&

New Option Scheme
iR ERTE

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”)
EERBREESFZEERALT (ERR
TX) RESIHAEEREEREE
BZANER MASEETEMRE
RAFEZSER RAER (TRE
gqg8l)

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
BRRMUEEESERATIEALT
ZHEARER  BRESHAZERR
EERCERMFE 2EXRER

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-SHBREBZESERATEE
REAEERREEE 2 RERINEH
=1

BB (2R ARAR —FEATEER
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Old Option Scheme
ERERR TR

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”)
RERKRBEFSZEEEALT (EXR
TX) RRSIEHASEREMEREE
BZANER mMAKEETEANE
REARFEZEERBZRAER ( [RE
g81)

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 Group
BRRHKEESERATIEAEE
ZEARERER  BRESHAEERR
EBERCERFH CEXRER

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—SHERREBZESERALTESR
RAEERREER 2 RERINEL
Bk



SHARE OPTION SCHEMES (continued)

Eligible Persons

BERAL

Total number of shares available for
issue under the Option Schemes and
percentage of the issued share capital
as at 31st December 2006

RIEZE BRI S AT 2 R0 2
g URE-ZZEEAF+-A=1+—H
ERITREAZEDL

Maximum entitlement of each Eligible
FEERAL B SESE

The period within which the shares
must be taken
ARER 5 2 B

New Option Scheme
FRgE TR

Any employee, senior executive or
officer, manager, director or consultant
of any member 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
AMEEREEHAEEAREMREE
BeBRNRERFEHERAEBET
EAREARRREBRZES - o5&
THAERTIEAES KB BE5
G|

160,573,289 shares (4.4%)
160,573,2898% (4.4%)

Inany 12-month period:
MEE+ =8 A HIRE -

(@) 1% of the issued share capital
(excluding substantial shareholders
and independent non-executive
directors)

@ HEBRITRAZ1% (TEFEEZER
REBYFHITES)

(b) 0.1% of the issued share capital
and not exceed HKS5 million in
aggregate value (for substantial
shareholders and independent
non-executive directors):

(b) EEBITRAZ0.1%  BLAETEBR
50000008 7T (FEERRREILIE
HITEEME)

Not earlier than the date on which the
option is granted or deemed to be
granted and not more than 10 years
from the date of grant
TEERERERTEHREERTH
B URBEETEYETTEEBTF
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MREREED (@)

Old Option Scheme
EEmEtE

Any employee, senior executive or
officer, manager, director or consultant
of any member 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

G ERGEHAREAREATREE
BoERRBRFHERMAERET
EAREARFIREBRZES - o5&
THRAEBHIEAS KB B55
S

Nil

i3

A

In‘any 12-month period:
FMEM+ =8 A #f -

(@) 1% of the issued share capital
(excluding substantial shareholders
and independent non-executive
directors)

(@ HEBTREZ1% (TEEXER
RRBIFHTES)

(b) 0.1% of the issued share capital
and not exceed HKS5 million in
aggregate value (for substantial
shareholders and independent
non-executive directors)

(b) MEEBITRAZ0.1%  BREETER
50000008 7T (MEBERRKBIIFE
BITESMS)

Not earlier than the date on which the
option is granted or deemed to be
granted and not more than 10 years
from the date of grant
FEERBRER T AHIRERTAH
8 URBEETEPEF T EEBTF



SHARE OPTION SCHEMES (continued)

The minimum period for which an
option must be held

BEBREZREHR

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

AT IR E 2 B S B R AT
REANRZ RN EERFERES
2 HARR

The basis of determining
BETEEEE

The remaining life
ERT S5

New Option Scheme
FRgE TR

Nil

EISTE

Payment of HK$1.0 within 10 business
days from the date of offer
BRRZHMEN HEEXAAXN
1.0/87T

The highest of:
UTRSE :

(a) the closing price of the shares on
The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”) on
the date of offer the exercise price;

Q) BONEZABEEBHERS

FrIBMRAR ( [H3A] ) Zm

&,

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

(b) BHOREMNMEZAMAILEZZEAR
B2 FHRHE ) R

(c) the nominal value of a share
(0 BfrzmE

Until 15th June 2016
EE-E-REXATAHAL

BEER (ER)BRAR
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MREREED (@)

—EEAEEEH

Old Option Scheme
EEmEtE
Nil

Payment of HK$1.0 within 10 business
days from the date of offer

B2 HMEFHEEXARAXNY
1.0/87T

The highest of:
UTESE :

(a) the closing price of the shares on
The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”) on
the date of offer the exercise price;

@ BONEZAPEEBEHERS

FERAR ( [HZAT] ) Z2Wm

&

(b

=

the average closing prices of the
shares on the Stock Exchange
for 5 business days immediately
preceding the date of offer; and
BROBERREZ AR AEEHA
B2 FHRHE &

(b

() the nominal value of a share
(0 BfHzmHE

Until 2nd June 2014
BHE-_Z-—NF<AZHIL



SHARE OPTION SCHEMES (continued)

At 31st December 2006, details of the share options granted
under the Old Option Scheme are as follows:

Number of
options
outstanding
at st
January
2006

RZBIRE
—R—-RX{THE
k4 i L]

Director
2

OFl Kang, Eric
Efl

CHEN Libo -
RLR

Number of
options
cancelled/
lapsed
during
the year
RER

HRI%NZ
MEEnE

460,000

690,000

1,150,000

1,000,000

1500,000

2,500,000

Number of
options
outstanding
at31st
December
2006
RIBEXRE
+=A=+-H
i
kA

WD (@)
RoBBAELTAS+—B  REEBREHEET 28
BRSO -

Date of
grant

BHAM

8th March 2006

“ERREZANA

8th March 2006
“EEREZANA

8th March 2006
“EEREZANA

8th March 2006
“EEREZANA

8th March 2006
“EEREZANA

8th March 2006
“EEREZANA

Options
granted

during
the year

RER
it
TR

460,000

690,000

1,150,000

1,000,000

1,500,000

2,500,000
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Exercise
period

&M

8th March 2007 to
7th March 2016
“EZtE=ANRE
“E-~EZBtH

8th March 2008 to
7th March 2016
“EZ\E=ANRE
“E2-RE=RtA

8th March 2009 to
7th March 2016
“EZZNEZBN\RE
“E-~EZBtH

8th March 2007 to
7th March 2016
“EZtE=ANRE
“E-~EZBtH

8th March 2008 to
7th March 2016
“EZ\E=ANRE
“E-~EZBtH

8th March 2009 to
7th March 2016
“EZZNEZBN\RE
“E-~EZBtH

Exercise
price per
share

BRITER
HKS
&R

083

083

083

083

083

083

Closing
price per
share
immediately
before the
date of
grant
RER
Tk
Etinmm
SRRH
R
HKS

oo

083

083

083

083

083

083



SHARE OPTION SCHEMES (continued)

Number of
options
outstanding
at st
January
2006

RZBIRE
—R—-RX{THE
k4 i L]

TSANG Sai Chung, Kirk -
245

TANG Sau Wai, Tom -
Y7

Number of
options
cancelled/
lapsed
during
the year
RER

HRI%NZ
MEEnE

1,000,000

1500,000

2,500,000

1,000,000

1500,000

2,500,000

BEER (ER)BRAA

Number of
options
outstanding
at31st
December
2006
RIBEXRE
+=A=+-H
i
kA

MREREEHD (&)

Options

granted

Date of during

grant the year

RER

iz

thl R TReE

8th March 2006 1,000,000
“ELREZANA

8th March 2006 1,500,000
“ELREZANA

8th March 2006 2,500,000
“ELREZANA

8th March 2006 1,000,000
“ELREZANA

8th March 2006 1,500,000
“ELREZANA

8th March 2006 2,500,000
“ELREZANA

—ETRFEER
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Exercise
period

&M

8th March 2007 to
7th March 2016
“EZtE=ANRE
“E-~EZBtH

8th March 2008 to
7th March 2016
“EZ\E=ANRE
“E2-RE=RtA

8th March 2009 to
7th March 2016
“EZZNEZBN\RE
“E-~EZBtH

8th March 2007 to
7th March 2016
“EZtE=ANRE
“E-~EZBtH

8th March 2008 to
7th March 2016
“EZ\E=ANRE
“E2-RE=RtA

8th March 2009 to
7th March 2016
“EZZNEZBN\RE
“E-~EZBtH

Exercise
price per
share

BRITER
HKS
&R

083

083

083

083

083

083

Closing
price per
share
immediately
before the
date of
grant
RER
Tk
Etinmm
SRRH
R
HKS

oo

083

083

083

083

083

083



SHARE OPTION SCHEMES (continued)

Number of
options
outstanding
at st
January
2006

RZBIRE
—R—-RX{THE
k4 i L

Number of Number of

options options
cancelled/  outstanding
lapsed at31st
during December
the year 2006
RIBEXRE

RER +ZB=t-H

H#RI%H KTl
MEEHE L

MREREHD (@)

Date of
grant

14
BHAM

8th March 2006

“ERREZANA

8th March 2006

“ERREZANA

8th March 2006

“ERREZANA

8th March 2006

ZERREZANA

8th March 2006

ZERREZANA

8th March 2006

ZERREZANA

CHENG Sum Hing, Sam - 600,000 -
BHE
- 900,000 -
- 1,500,000 -
TOTAL - 20,300,000 -
ait
Employee and other participants - 4,660,000 -
EERAMSEATL
- 6,990,000 -
- 11,650,000 -
TOTAL - 23,300,000 -
&t

Options
granted
during
the year
RER

Bl
W

600,000

900,000

1,500,000

20300000

4,660,000

6,990,000

11,650,000

23,300,000
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Exercise
period

e

8th March 2007 to
7th March 2016
“EZtE=ANRE
“E2-RE=RtA

8th March 2008 to
7th March 2016
“EZ\E=ANRE
“E-~EZBtH

8th March 2009 to
7th March 2016
“EZZNEZBN\RE
“E2-RE=RtA

8th March 2007 to
7th March 2016
“ZZtE=BN\RZ
“E-~EZPtA

8th March 2008 to
7th March 2016
“ZZ\F=RN\RZ
“E-~EZPtA

8th March 2009 to
7th March 2016
“EENE=AN\RZ
“E-~EZPtA

Exercise
price per
share

BRITER
HKS
&R

083

083

083

083

083

083

Closing
price per
share
immediately
before the
date of
grant
RER
Tk
EHinmm
R
HKS

oo

083

083

083

083

083

083



SHARE OPTION SCHEMES (continued)

At 31st December 2006, details of the share options granted
under the New Option Scheme are as follows:

Number of
options
outstanding
at1st
January
2006

RIBERE

—R—-RA{TE
k4 13 L

Director

EE

OFl Kang, Eric N/A
£ TER
N/A
TR
(HEN Libo N/A
Rk TER
N/A
TER
N/A
TER
TSANG Sai Chung, Kirk N/A
gas TER
N/A
TER

Number of
options
cancelled/
lapsed
during
the year

RER
HRI%NZ
TREBE

817,500

1362500

BEER (ER)BRAA

Number of
options
outstanding
at31st
December
2006
RIBERE
+ZA=+-H
KTz
i L E

562,500

937,500

4,000,000

6,500,000

2500000

3,000,000

5,000,000

MRRRiERTE (W)
REZZBRF+TZAZ+T—B REFBREFIRT 2B

REFIBEWMT ¢
Options
granted

Date of during
grant the year
RER

iz

ik Tk

15th December 2006
“ZZRETATER

15th December 2006
“EERET2ATRA

15th December 2006
ZEERNETZATRA

15th December 2006
“ZERETZATEA

15th December 2006
ZEENETZATRA

15th December 2006
“EENETCATERA

15th December 2006
“ZZRETATER

65

1,380,000

2300000

4,000,000

6,500,000

2500000

3,000,000

5,000,000

—EEAEEEH

Exercise
period

fiEs

15th Dec 2007 to

14th Dec 2016
“EEETCATRAE
“E-RETCATEA

15th Dec 2008 to

14th Dec 2016
“EZ\FT-ATEAR
“E-RETCATER

15th Dec 2007 to

14th Dec 2016
“ERtETZATRAZ
“E-AETCATER

15th Dec 2008 to

14th Dec 2016
“EE\ETZATEAZ
“E-"ETZATHA

15th Dec 20090

14th Dec 2016
ZEEAFTZATEAZ
ZE-"ETZATEA

15th Dec 2007 to

14th Dec 2016
“EELETCATRAE
ZE-RETZAtmA

15th Dec 2008 to

14th Dec 2016
“EE\F+CATRAE
“E-RETCATER

Exercise
price per
share

BRITER
HKS
B

142

142

142

142

142

142

Closing
price per
share
immediately
hefore the
date of
grant
RERRRE
fHi B A
BRER
ZhE
HKS

B

141

141



SHARE OPTION SCHEMES (continued)

Number of
options
outstanding
at1st
January
2006

RSSNF
—-B-R%fifE
IRREHE

TANG Sau Wai, Tom N/A
B¥E TER

N/A
R

N/A
TR

CHENG Sum Hing, Sam N/A
e TER

N/A
R

TOTAL N/A

& i

Employee and other participants N/A
EEREMSEAL TER

N/A
TER

N/A
TR

TOTAL N/A
& 77

Number of Number of
options options
cancelled/  outstanding
lapsed at31st
during December
the year 2006
RZBBRE

RER  +ZB=1-A
%N Rl
RERE kiEnE
- 3,600,000

- 5,900,000

- 1,500,000

- 1800000

- 3,000,000

2,180,000 38,300,000
817,500 24862500
1362500 38,987,500

- 36750000

2,180,000 100,600,000

MREREED (&)

Date of
grant

RHAN

15th December 2006
ZEERETZATER

15th December 2006
“EENETCATERA

15th December 2006
“EERET2ATRA

15th December 2006
ZEE5ETZATER

15th December 2006
“EENETCATERA

15th December 2006
ZEENETZATRA

15th December 2006
“ZZRETATER

15th December 2006
ZEERNETZATRA

Options
granted

during
the year

RER
Rtz
i ]

3600000

5900000

1500000

1,800,000

3,000,000

40480000

25680000

40350000

36750000

102,780,000
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Exercise
period

nid

15th Dec 2007 to

14th Dec 2016
“ERtETZATRAZ
“E-RETCATER

15th Dec 2008 to

14th Dec 2016
“EZ)\ETZATRAZ
“E-"ETZATHA

15th Dec 200910

14th Dec 2016
“EENETCATRAE
ZE-RETZAtmA

15th Dec 2007 to

14th Dec 2016
“ERtETZATRAZ
“E-RETCATER

15th Dec 2008 to

14th Dec 2016
“EEZ)\ETZATEAZ
“E-"ETZATHA

15th Dec 2007 to

14th Dec 2016
“EStETZATRAZ
“E-AETCATER

15th Dec 2008 to

14th Dec 2016
“EE\E+CATRAE
ZE-"ETZATEA

15th Dec 20090

14th Dec 2016
“EENFT-ATEAR
“E-RETCATEA

Exercise
price per
share

BRITER
HKS
R

142

142

142

142

142

142

142

(Closing
price per
share
immediately
hefore the
date of
grant
RERERE
Rt A
shRiH
ZBHRE
HKS

B

141

141

141



DIRECTORS' INTERESTS

At 31st December 2006, 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 "SFO”)) 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 SFO); 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 Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) were as follows:

(i) Interests of the Directors in shares and underlying
shares of the Company:

EEER

REZZBRFTZAZ+—B FSESRAQXAETETHA
ERARXAREEMAELEE (ERERESRBEMRD)
R - HEROREZTHEERERSRMERGIE
XVEBEE TR BN MARMEAR DN AR A2 BRI AR (B
ERERSRBERN LR ERAREEES 2BRIA
A)  ROELRESRAERGEIREEFENES
MDA R  RORBBRAFES EHRA ([EWR
Bl]) Az EHARERETESRENEETFRRER
HERDB R ERILBMT

() EBRARXTROREBERD 2ES

Approximate Approximate

percentage of percentage of
Number of existing issued Number of existing issued
Name of Nature of Shares  share capital of Shares  share capital of
Director interest (Long position) the Company  (Short position) the Company
EEXTRE EFELTRHRA
B8 A BRTERE B8 E BRTRE
EEMR EanE #Biaatt (%&) #BEst
OEl Kang, Eric Personal 150,701,257! 4.133% - -
1] BA
Corporate 2,032,108,448° 55.735% - -
D]
Joint 1,520,246° 0.042% - -
HE
Family 1,500,000* 0.041% - -
Q3
CHEN Libo Personal 78,845,129° 2.163% - -
RS BA
TSANG Sai Chung, Kirk Personal 9,495,149¢ 0.260% - -
ERuR BA
TANG Sau Wai, Tom Personal 11,108,8957 0.305% - -
BpE BA
Family 154,632 0.004% - -
Q3
CHENG Sum Hing, Sam Personal 4,800,000® 0.132% - -
EBARE BA
BERR (ER)ARAR ZEZAFEER



DIRECTORS’ INTERESTS (continued)

Notes:

The personal interest of Mr. Ol represents an interest in 149,201,257
Shares and an interest in 1,500,000 underlying Shares in respect of
options granted by the Company as stated below.

The corporate interest of Mr. OFl represents an interestin 1,599,647,452
Shares held by Creator and an interest in 432,460,996 Shares 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.
OFEl Valonia Lau (“Mrs. OEI"). Mr. OEl is also a director of Creator and
Genesis.

The jointinterest of Mr. OEl represents the Shares jointly held with Mrs.
OEl.

The family interest of Mr. OEl 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 65,845,129
Shares and an interest in 13,000,000 underlying Shares in respect of
options granted by the Company as stated below.

The personal interest of Mr. TSANG represents an interest in 1,495,149
Shares and an interest in 8,000,000 underlying Shares in respect of
options granted by the Company as stated below.

The personal interest of Mr. TANG represents an interest in 108,895
Shares and an interest in 11,000,000 underlying Shares in respect of
options granted by the Company as stated below.

The personal interest of Mr. CHENG represents an interest in 4,800,000
underlying Shares in respect of options granted by the Company as
stated below.

s (|

MyaE

BoEZBAERIER149,201 257D 2 EEZ R THALQ T
Fri% B RS B 21,500,0008 BB IR 9 2 o

BREZNAIERIERAIEFE 2159964745210 2 EHE K
HELERFEZETHAELL ([EX]) SEEB0%ER
ZERASERRAR ( [FEA] ) 5852432460996 K152
B BRETARIERERIZES -

EREZARBSEREEARBFEZRD

EREZEGRBEARARTFEACEREARAZ
1,500,000 1B EEAR 1 fE 2R ©

[ S 2l A FE R 36 7865,845,1 2088 B9 = 25 % T iR 2 B F
R AR 213,000,000/ A8 R 10 1S ©

Sk 2 B AREZRIEIA,495, 140 R0 2 = | T AR A B FR
% H B AR 25 B 28,000,000 1HBA AR {0 FE2S ©

WaEE 2 BARERIEN108,895RIA 2 =K Tl AR A TR
HH BB A RS 2 11,000,0008 FE EE AR 19 2% o
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DIRECTORS’ INTERESTS (continued)

(i)

Options to subscribe for Shares granted under the

share option scheme adopted on 16th June 2006

Name of
Director

s

M. OF
-¥i7:3

M. CHEN
RiE

Mr. TSANG
Bt

Nature of
interest

HaKE

Personal

A

Famly

ik

Personal

A

Personal

A

Number of
options
outstanding at
Tt January
2006
RIBERE
-A-B
FfifEe
HRENE

/A
TER

N/A
ER

NA
TR

NA
TER

N/A
ER

N/A
TR

N/A
TR

NA
TR

WA
TER

Options
granted during
the year

TR

A ]

1380000

2,300,000

1380000

2,300,000

4000000

6,500,000

2500000

3,000,000

5,000,000

BEER (ER)BRAA

Number of
options
cancelled or
lapsed during
the year

REMER
%%z
TRkHBE

817,500

1362500

817,500

1362500

EElEg W
BREARBR-ZEBRNEANATSBRMZBERETS

(i)

Number of
options
outstanding at
315t December
2006
RIBSRE
+ZA=t-H
*fTfEC
REBE

562500

937,500

562500
(Note)
(Hsz)

937500

(Note)

(M)

4,000,000

6,500,000

2500000

3000000

5000000
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REAIRBR 2 BRAE
Date of Exercisable
grant period
L fTEH

15th December 2006
SERAFToATER

15th December 2006
“EEAETZATER

15th December 2006
= A

15th December 2006
“EENETATER

15th December 2006
RBAFToATER

15th December 2006
“EERETCATEA

15th December 2006
“ERRETCATEA

15th December 2006
ZEERETZATERA

15th December 2006
“ERNFToATER

TERFEFH

15th December 2007 to

14th December 2016
TERtETCATIRE
ZE-RETZATEA
15th December 2008 to

14th December 2016
ZZZ\E+ZBTEAZ
ZE-R"ETZATRA
15th December 2007 to

14th December 2016
EZtETCATERE
ZE-~ETZRTEA
15th December 2008 to

14th December 2016
“EZ)\Ft-BTEAZ
ZE-RETZATRA

15th December 2007 to

14th December 2016
“ERLET-ATIRE
“E-~ETZATIA
15th December 2008 to

14th December 2016
Z2Z)\FtATERE
ZE-RETZATHE
15th Decerber 2009 to

14th December 2016
ZERNETCATIAE
ZE-RETZATRA

15th December 2007 to

14th December 2016
“ERLETZATIRE
“2-R"ETZATHA
15th December 2008 to

14th December 2016
ZEZ)\FrATIRE
ZE-~ETZATEE

Exercise
price per
share

BRITER
HKS
B

142

142

142

142

142

142

142

Closing price
per share
immediately
before the
date of grant

RERLAN
HERER
b4 |
HKS

B

141



DIRECTORS’ INTERESTS (continued)

(i) (continued)

Name of
Director

s

Mr.TANG
BEs

Mr. CHENG
B

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

Number of
options
outstanding at
Tt January
2006
RIBERE
-A-B
FfifEe
HRENE

Nature of
interest

HaKE

Personal N/A

A TER

N/A
TER

N/A
TER

Personal N/A
A TER

N/A
TER

Options
granted during
the year

TR
A ]

3,600,000

5900,000

1,500,000

1,800,000

3,000,000

Number of
options
cancelled or
lapsed during
the year

REMER
1%%Z
TRkHBE

EEf: (|

(i)

Number of
options
outstanding at
315t December
2006
RIBSRE
+ZA=t-H
*fTfEC
REBE

3,600,000

5900,000

1,500000

1,800,000

3,000,000

(&)

Date of
grant

RHRM

15th December 2006

“ERAFHATER

15th December 2006
ZEEAETCATEA

15th December 2006
ZEEAETCATEA

15th December 2006
ZEEAETCATEA

15th December 2006
ZEEAETCATEA
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Exercisable
period

fTEH

15th Decernber 2007 to
14th December 2016
“ZZLETCATERE
“Z-RETZATER
15th Decernber 2008 to
14th December 2016
“ZZ)\FtATERE
“Z-RETZATER
15th Decernber 2009 to
14th December 2016
“ZZAFTCATERE
“Z-RETZATER

15th December 2007 to
14th December 2016
“ERLETZATERR
ZE-AETZATEA

15th Decernber 2008 to
14th December 2016
“ZZ)\FtATERE
“Z-RETZATER

Exercise
price per
share

BRITER

HKS

B

142

142

142

142

142

Closing price
per share
immediately
hefore the
date of grant

RERLAN
HERER
b4 |
HKS

B

141

141

141

141

141

BRERFRERRERRARTFHZIETFEAZBRE
BRE21,500,000 HERARR 1D FE AR ©



DIRECTORS’ INTERESTS (continued)

Save as disclosed above, as at 31st December 2006, 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 2006, the interests or short positions
of every person other than a director or chief executive of
the Company, in the shares and underlying shares of the
Company as recorded in the register required to be kept
under section 336 of the SFO and the amount of such
interests and short position were as follows:

EElEg (W

BREXHEEEN  REZBRFETZA=Z+—B > ARFF
ESHIBTHASRA QT REEMEEEE (ERRE
ZREHEPIEXVER) WIRD - MEROREST - HE
BEAERBRSRPERHEXVEE ReDMBEANEARAAAR
B ERSRR (BERERSRBERGIBBIRIR
ERRHBEEEERAR)  IRBERSRBERERNE
3SMRBRAZGIEE LM BEIAR - IRE L HRE
LT ARESETESXSNREFARASARAR
BB KA o

FERRER

REZZBRFTZAZ+T—B REAQXARESRHAEMK
BIEBARBEFEZELTMAR » THAL (EBHIALQAT
BAERRIN) RARXBDRDREBERDFEEEEILE
HEHmMT

BEER (BER)BERAR ZETRFEFR
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SUBSTANTIAL SHAREHOLDERS INTERESTS

(continued)
Interests and short positions in Shares:

(i)

0]

Number of
Name of Nature of Shares
Shareholder interest (Long position)
Bin & H
BREE HanE (578)
Mrs. OFl Personal 1,500,000'
E-WN BA
Corporate 432,460,996°
D]
Joint 1,520,246°
HE
Family 1,750,348,709*
Q3
Creator Beneficial owner 1,599,647,452
BliE BEREAA

Penta Investment Advisers Ltd.

Investment manager 475,995,000
RELE

John ZWAANSTRA Corporate 475,995,000
A

Genesis Beneficial owner 432,460,996

B3| BEREEA

Notes:

EFERRER (W)

R 2 EERAR

Approximate Approximate
percentage percentage
of existing of existing
issued share Number of issued share
capital of Shares capital of
the Company  (Short position) the Company
EEXTRE EFELTRHRA
BRTERE B8 E BRTRE
#Biaatt (%E) #BEst
0.041% - -
11.861% - -
0.0417% - -
48.007% - -
43.874% - -
13.055% - -
13.055% - -
11.861% - -

Bt =

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

2. The corporate interest of Mrs. OEl represents the Shares held
by Genesis.

3. The joint interest of Mrs. OEl represents the Shares jointly held
with Mr. OEL.

4. The family interest of Mrs. OEl represents an interest in

1,599,647,452 Shares held by Creator, an interestin 149,201,257
Shares held by Mr. OEl and an interest in 1,500,000 underlying
Shares in respect of options granted by the Company to Mr.
OEl.

BEAZBAARREARARTFEACERESRZ
1,500,000A% AHEAAR 1D ©

2. BARZARERIEZERAFEZRD -
3. BAZHARERERESERRBEZRND o
4, BAZRGERIEAIEIFE 21,599,647 452 IR 10 2 #&E

2 BAREFEZ149201,257TRBD 2 R RADF R
B 2 IBIRAERRI 21,500,000 1BRARL 1D RERS ©

HBK
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CONNECTED TRANSACTIONS

Details of the connected transactions are disclosed in
Note 41(b), (d), (), (g) and (h) to the consolidated financial
statements.

CONTINUING CONNECTED TRANSACTIONS
Details of the continuing connected transactions are
provided under Note 41(c) to the consolidated financial
statements.

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

Pursuant to the water supply agreement and Rule
14A.37 of the Listing Rules, the Independent non-
executive directors of the Company have reviewed
the above continuing connected transactions and
opined that the water supply agreement:

- entered into and conducted in the ordinary and
usual course of the Group's business;

- the unit price of untreated water charged by
Yangpu to Jinhai during 2006 was stipulated
under the water supply agreement and related
supplemental agreements and was no less
favourable to the Group than those charged to
independent third parties; and

- entered into in accordance with the relevant
agreements governing them on terms that are
fair and reasonable and in the interests of the
shareholders of the Company as a whole.

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

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

(i) were approved by the Board of Directors of the
Company;

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

(i) have not exceeded the annual caps stated in the
relevant announcements.

BEER (ER)BRAA
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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

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.

DIRECTORS'’ INTERESTS IN COMPETING
BUSINESSES

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

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

Mr.WANG Jun ("Mr WANG") is the chairman and an executive
director of Poly (Hong Kong) Investments Limited (together
with its subsidiaries, associates and holding companies (if
any), the “Poly Investment Group”). One of the principal
business activities of the Poly Investments Group is property
investment and development in the PRC. In addition, Mr.
WANG is also the Chairman and an executive director of
Goldbond Group Holdings Limited (“Goldbond”). One of the
principal business of the Goldbond is property development
and investment in Hong Kong and the PRC.

BHB®ER
FHHRBEFBNRSMBIRRMTAIKE

ERZAVREG
REFE B RFREMERE - ANDRREEAME D D BEET
NEMESEETREEEAEECEREN

EEERSEBCED

BEREEBPT. Sinar MasEEFREDE © PT. Sinar MasiZ [EE K
BAR - BELAR (BEMBEEBRLR) REZRD
" (FE [2XEE] ) ®F (HHhEE) —RESURY
HEBRREREER XEEEB 2 —HBRPEARBYER
BRIRE -

BREXKEREN  BELRCELRBETEURTREEAER
B HER B REBRRT 2 B ER -

BERAERERFRZRERESREE T » LERERX
EBEEEMNESHE -

MREMIEESN  BRAEYREESZURAEEAEEE
BEHENE RS T 2 ER S o

ITERE ([ERE]) ARA (F8) REFRLQT (E
BHMEBAE  BELRARZERAR (NA) & [RIR
EEE] ) IERITES - RAREEEEP-HERE
BARTERBMEBRRIRE - Wi TRETHEEE
BERERLR ([£8]) TERITES - SEHFP—
HEBREBAEEBRPEETYERRR 2K -
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DIRECTORS'’ INTERESTS IN COMPETING
BUSINESSES (continued)

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 investments.

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, 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,
Yangpu Development, 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.

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.
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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 53.16%
Five largest suppliers 76.61%
Sales
The largest customer 26.81%
Five largest customers 61.39%

The Oei Family have indirect equity interest in Jinhai Paper
Pulping Industrial Company Limited, one of the five largest
customers of the Group. Save as disclosed above, none of
the Directors, their associated companies or shareholders,
(which to the knowledge of the Directors owns more than
5% of the Company's share capital) held any interests in
the share capital of the major suppliers or customers noted
above.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of its listed securities
during the financial year.

BORROWINGS
Particulars of borrowings of the Group at 31st December
2006 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 163.

LIQUIDITY

As of the balance sheet date, the Group's unpledged cash
and bank deposits were HK$1,062.5 million (2005: HK$597.7
million). The directors anticipate that the Group will utilise the
available cash balances, the proceeds from its construction
contracts and future sales of properties, and rental income
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 164.
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DONATIONS

During the year, the Group made charitable and
other donations of approximately HKS$1.0 million
(2005: HKS0.7 million).

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in note 33 to the financial
statements.

RETIREMENT SCHEMES

The Group operates a Mandatory Provident Fund Scheme.
Particulars of the retirement schemes are set out in note
12(b) 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 Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) throughout
the year ended 31st December 2006.

Code Provision E.1.2

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.

Code Provision A.4.1

Under the Code Provision A4.1, 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.
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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 2006.

REMUNERATION COMMITTEE

The Group 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 Group 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
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 at the latest practicable date prior
to the issue of the annual report.

AUDITOR

The financial statements have been audited by
PricewaterhuseCoopers who retired and, being eligible,
offer themselves for reappointment. A resolution for the
reappointment of PricewaterhouseCoopers as auditors of
the Company is to be proposed at the fourthcoming annual
general meeting.

KPMG acted as auditors of the Company up to and
including the year ended 31st December 2003. KPMG
resigned on 3rd June 2004 and the Directors appointed
PricewaterhouseCoopers to fill the causal vacancy effective
from 20th July 2004.

On behalf of the board
OEIl Kang, Eric

Managing Director and Chief Executive Officer

Hong Kong, 16th April 2007
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