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The Directors herein present their report and the audited financial statements of the Company and

its subsidiaries (the “Group”) for the year ended 31 December 2006.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. The activities of its principal subsidiaries

and associates are set out in note 51 to the financial statements.

RESULTS
The results of the Group for the year ended 31 December 2006 and the state of affairs of the Group

at that date are set out in the financial statements on pages 50 to 138.

The Board of Directors of the Company recommends a final dividend of HK$0.021 per share for the

year ended 31 December 2006 (2005: HK$0.006 per share) payable to shareholders whose names

appear on the register of members of the Company on Wednesday, 6 June 2007. This dividend is

subject to shareholders’ approval at the Company’s annual general meeting to be held on Wednesday,

6 June 2007. The register of members of the Company will be closed from Tuesday, 5 June 2007 to

Wednesday, 6 June 2007, both days inclusive, during which period no transfer of shares will be

effected. The final dividend is expected to be paid on Friday, 15 June 2007.

FIVE YEAR FINANCIAL SUMMARY
A summary of the published results and of the assets and liabilities of the Group for the last five

financial years is set out on page 139 of this annual report.

INVESTMENT PROPERTIES
Details of movements in the investment properties of the Group during the year are set out in note

16 to the financial statements.

Particulars of the major investment properties of the Group as at the balance sheet date are

summarised on page 140 of this annual report.

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

in note 17 to the financial statements.

SHARE CAPITAL
Details of movements in the Company’s share capital during the year are set out in note 39 to the

financial statements.
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RESERVES
Details of movements in the reserves of the Group and the Company during the year are set out in

the Consolidated Statement of Changes in Equity on page 54 of this annual report and in note 41 to

the financial statements, respectively.

DIRECTORS
The Directors of the Company during the year were as follows:

Wang Qinghai

Cao Zhong

Chen Zhouping

Zhang Wenhui (appointed on 22 September 2006)

Luo Zhenyu

Ip Tak Chuen, Edmond

Leung Shun Sang, Tony

Kan Lai Kuen, Alice*

Wong Kun Kim*

Leung Kai Cheung* (appointed on 16 June 2006)

Choy Hok Man, Constance (retired on 26 May 2006)

Kwan Bo Ren, Dick* (resigned on 11 July 2006)

* Independent Non-executive Directors

In accordance with clauses 94 and 103(A) of the Company’s articles of association, Mr. Cao Zhong,

Mr. Zhang Wenhui, Mr. Ip Tak Chuen, Edmond, Ms. Kan Lai Kuen, Alice and Mr. Leung Kai Cheung

will retire and, being eligible, offer themselves for re-election at the forthcoming annual general

meeting of the Company.

DIRECTORS’ SERVICE CONTRACTS
No Director 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.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
The Directors of the Company who held office at 31 December 2006 had the following interests in

the underlying shares of the Company and its associated corporation (within the meaning of Part XV

of the Securities and Futures Ordinance (the “SFO”)) at the balance sheet date as recorded in the

register required to be kept under Section 352 of the SFO or as otherwise notified to the Company

and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code

for Securities Transactions by Directors of Listed Issuers (the “Model Code”) of the Rules Governing

the Listing of Securities on the Stock Exchange (the “Listing Rules”):

(a) Long positions in underlying shares of the Company attached to the share options

granted by the Company

Interests as to

Options to subscribe for % to the issued

shares of the Company share capital

Initial Capacity of the

At the disclosure Exercised At the Exercise in which Company

Name of beginning of during during end of Date of Exercise price interests as at

Director the year the year the year the year grant period per share are held 31.12.2006

Wang Qinghai 22,950,000 – – 22,950,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial 0.39%

22.8.2012 owner

Cao Zhong 22,950,000 – – 22,950,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial

22.8.2012 owner

91,820,000 – – 91,820,000 18.11.2003 18.11.2003 – HK$0.410 Beneficial

17.11.2013 owner

114,770,000 – – 114,770,000 1.96%
----------------- ----------------- ----------------- -----------------

Chen Zhouping 9,180,000 – – 9,180,000 12.3.2003 12.3.2003 – HK$0.280 Beneficial

11.3.2013 owner

57,388,000 – – 57,388,000 18.11.2003 18.11.2003 – HK$0.410 Beneficial

17.11.2013 owner

66,568,000 – – 66,568,000 1.14%
----------------- ----------------- ----------------- -----------------
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
(continued)
(a) Long positions in underlying shares of the Company attached to the share options

granted by the Company (continued)

Interests as to

Options to subscribe for % to the issued

shares of the Company share capital

Initial Capacity of the

At the disclosure Exercised At the Exercise in which Company

Name of beginning of during during end of Date of Exercise price interests as at

Director the year the year the year the year grant period per share are held 31.12.2006

Zhang Wenhui* – 22,950,000 – 22,950,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial

22.8.2012 owner

– 52,796,000 – 52,796,000 18.11.2003 18.11.2003 – HK$0.410 Beneficial

17.11.2013 owner

– 75,746,000 – 75,746,000 1.29%
----------------- ----------------- ----------------- -----------------

Ip Tak Chuen, 8,000,000 – – 8,000,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial

Edmond 22.8.2012 owner

4,590,000 – – 4,590,000 12.3.2003 12.3.2003 – HK$0.280 Beneficial

11.3.2013 owner

12,590,000 – – 12,590,000 0.21%
----------------- ----------------- ----------------- -----------------

Leung Shun Sang, 8,000,000 – – 8,000,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial

Tony 22.8.2012 owner

4,590,000 – – 4,590,000 12.3.2003 12.3.2003 – HK$0.280 Beneficial

11.3.2013 owner

12,590,000 – – 12,590,000 0.21%
----------------- ----------------- ----------------- -----------------

229,468,000 75,746,000 – 305,214,000

* Mr. Zhang Wenhui was appointed as a Director of the Company on 22 September 2006.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
(continued)
(a) Long positions in underlying shares of the Company attached to the share options

granted by the Company (continued)

The above share options are unlisted physically settled options granted pursuant to the
Company’s share option scheme adopted on 7 June 2002 (the “Scheme”). Upon exercise of
the share options in accordance with the Scheme, ordinary shares of HK$0.20 each in the
share capital of the Company are issuable. The share options are personal to the respective
Directors. Further details of the share options are set out in the section headed “Share Option
Scheme” below.

(b) Long positions in underlying shares of an associated corporation, Shougang Concord
Century Holdings Limited (“Shougang Century”), attached to the share options granted
by Shougang Century

Interests as
to % to

the issued
Options to subscribe for share capital

shares of Shougang Century Capacity of Shougang

At the Exercised At the Exercise in which Century
beginning of during end of Date of Exercise price interests as at

Name of Director the year the year the year grant period per share are held 31.12.2006

Cao Zhong 7,652,000 – 7,652,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial
22.8.2012 owner

57,350,000 – 57,350,000 2.10.2003 2.10.2003 – HK$0.780 Beneficial
1.10.2013 owner

65,002,000 – 65,002,000 5.09%----------------- ----------------- -----------------

Chen Zhouping 7,652,000 – 7,652,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial 0.60%
22.8.2012 owner

Luo Zhenyu 7,652,000 – 7,652,000 12.3.2003 12.3.2003 – HK$0.325 Beneficial 0.60%
11.3.2013 owner

Leung Shun Sang, 4,592,000 – 4,592,000 23.8.2002 23.8.2002 – HK$0.295 Beneficial
Tony 22.8.2012 owner

3,060,000 – 3,060,000 12.3.2003 12.3.2003 – HK$0.325 Beneficial
11.3.2013 owner

4,592,000 – 4,592,000 25.8.2003 25.8.2003 – HK$0.740 Beneficial
24.8.2013 owner

12,244,000 – 12,244,000 0.96%----------------- ----------------- -----------------

92,550,000 – 92,550,000



Report of the Directors

Shougang Concord Internat ional  Enterpr ises  Company L imited

36 2 0 0 6  A n n u a l  R e p o r t

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
(continued)
(b) Long positions in underlying shares of an associated corporation, Shougang Concord

Century Holdings Limited (“Shougang Century”), attached to the share options granted
by Shougang Century (continued)

The above share options are unlisted physically settled options granted pursuant to the share

option scheme of Shougang Century adopted on 7 June 2002. Upon exercise of the share

options in accordance with the share option scheme of Shougang Century, ordinary shares of

HK$0.10 each in the share capital of Shougang Century are issuable. The share options are

personal to the respective Directors.

In addition, a Director of the Company held non-beneficial interest of one share in a wholly-owned

subsidiary of the Company as qualifying share.

Save as disclosed above, at the balance sheet date, none of the Company’s Directors, chief executives

or their respective associates had any other personal, family, corporate and other interests or short

positions 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) as recorded in the register required to be

kept under Section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange

pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Apart from as disclosed in the section headed “Directors’ and Chief Executives’ Interests and Short

Positions in Shares, Underlying Shares and Debentures” above, at no time during the year was the

Company or any of its subsidiaries a party to any arrangement to enable the Company’s Directors or

their respective spouse or children under 18 years of age to acquire benefits by means of the

acquisition of shares in or debentures of the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE
No contracts of significance to which the Company or any of its subsidiaries 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.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES
Pursuant to Rule 8.10 of the Listing Rules, the following Directors have declared interests in the

following businesses (other than those businesses where the Directors of the Company were appointed

as directors to represent the interests of the Company and/or any member of the Group) which are

considered to compete or are likely to compete, either directly or indirectly, with the businesses of

the Group during the year:

Name of entity Description of businesses
whose businesses are of the entity which are
considered to compete considered to compete Nature of
or likely to compete or likely to compete interest of
with the businesses with the businesses the Director

Name of Director of the Group of the Group in the entity

Wang Qinghai Shougang Corporation# Manufacture, sale and Director

trading of steel products,

shipping services and

property investment

Cao Zhong China Shougang Trading of steel products, Director

International Trade and property investment

Engineering Corporation# and shipping services

Chen Zhouping Shougang Holding Property investment Director

(Hong Kong) Limited and shipping services

(“Shougang Holding”)#

Zhang Wenhui* Hanbonn Shipping Shipping services Director

Limited#

Ip Tak Chuen, Cheung Kong Property investment and Director

Edmond (Holdings) Limited investment in securities

(“Cheung Kong”)#

Cheung Kong Energy infrastructure, Director

Infrastructure investment holding and

Holdings Limited# investment in securities

CK Life Sciences Investment holding Director

Int’l., (Holdings)

Inc.#

# Such businesses may be carried out through its subsidiaries or associates or by way of other forms of

investments.

* Mr. Zhang Wenhui was appointed as a Director of the Company on 22 September 2006.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES (continued)
The Board of Directors of the Company is independent from the boards of the above-mentioned

entities and is accountable to the Company’s shareholders. Coupled with the diligence of its

Independent Non-executive Directors whose views carry significant weight in the Board’s decisions,

the Group is capable of carrying on its businesses independently of, and at arm’s length from, the

businesses of these entities.

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO
At the balance sheet date, according to the register kept by the Company under Section 336 of the

SFO, the following companies and persons had long positions of 5% or more in the shares or

underlying shares of the Company which fell to be disclosed to the Company under Divisions 2 and

3 of Part XV of the SFO:

Long positions in the shares and underlying shares of the Company

Total interests

Number of as to % to

shares held in Interests the total issued

Capacity in the Company under cash share capital of

which interests (other than settled unlisted the Company as

Name of shareholder are held equity derivatives) equity derivatives at 31.12.2006 Note(s)

Shougang Holding Beneficial owner, interests 2,812,726,686 58,109,090 48.96% 1

of controlled corporations

Grand Invest International Beneficial owner 868,340,765 – 14.81% 1

Limited (“Grand Invest”)

China Gate Investments Beneficial owner 1,529,904,761 – 26.09% 1

Limited (“China Gate”)

Argepa S.A. (“Argepa”) Beneficial owner, Interests 929,000,000 – 15.84% 2

of controlled corporations

Zygmunt Zaleski Stichting Interests of controlled 569,000,000 – 9.70% 2

(“ZZS”) corporations

Carlo Tassara S.p.A. Interests of controlled corporations 569,000,000 – 9.70% 2

(“CT S.p.A.”)
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INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO (continued)
Long positions in the shares and underlying shares of the Company (continued)

Total interests

Number of as to % to

shares held in Interests the total issued

Capacity in the Company under cash share capital of

which interests (other than settled unlisted the Company as

Name of shareholder are held equity derivatives) equity derivatives at 31.12.2006 Note(s)

Carlo Tassara International Beneficial owner 569,000,000 – 9.70% 2

S.A. (“CTI S.A.”)

Cheung Kong Interests of controlled 455,401,955 – 7.77% 3, 4

corporations

Max Same Investment Beneficial owner 423,054,586 – 7.21% 3

Limited (“Max Same”)

Li Ka-shing Interests of controlled 455,401,955 – 7.77% 4

corporations, founder of

discretionary trusts

Li Ka-Shing Unity Trustee Trustee 455,401,955 – 7.77% 4

Company Limited (“TUT1”)

Li Ka-Shing Unity Trustee Trustee, beneficiary of a trust 455,401,955 – 7.77% 4

Corporation Limited

(“TDT1”)

Li Ka-Shing Unity Trustcorp Trustee, beneficiary of a trust 455,401,955 – 7.77% 4

Limited (“TDT2”)
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INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO (continued)
Long positions in the shares and underlying shares of the Company (continued)

Notes:

1. Both Grand Invest and China Gate were wholly-owned subsidiaries of Shougang Holding and their

respective interests were included in the interests held by Shougang Holding.

2. CTI S.A. was a wholly-owned subsidiary of CT S.p.A. which in turn was controlled by Argepa and ZZS as

to 48.8% and 47.15% respectively. By virtue of the SFO, each of CT S.p.A., Argepa and ZZS was

deemed to be interested in the interest held by CTI S.A.

3. Max Same was a wholly-owned subsidiary of Cheung Kong and its interest was included in the interests

held by Cheung Kong.

4. Li Ka-Shing Unity Holdings Limited (“Unity Holdco”), of which each of Mr. Li Ka-shing, Mr. Li Tzar Kuoi,

Victor and Mr. Li Tzar Kai, Richard was interested in one-third of the entire issued share capital, owned

the entire issued share capital of TUT1. TUT1 as trustee of The Li Ka-Shing Unity Trust (“UT1”), together

with certain companies which TUT1 as trustee of UT1 was entitled to exercise or control the exercise of

more than one-third of the voting power at their general meetings, held more than one-third of the

issued share capital of Cheung Kong.

In addition, Unity Holdco also owned the entire issued share capital of TDT1 as trustee of The Li Ka-

Shing Unity Discretionary Trust (“DT1”) and TDT2 as trustee of another discretionary trust (“DT2”). Each

of TDT1 and TDT2 held units in UT1.

By virtue of the SFO, each of Mr. Li Ka-shing, being the settlor and may being regarded as a founder of

each of DT1 and DT2 for the purpose of the SFO, TUT1, TDT1 and TDT2 was deemed to be interested in

the same block of shares in which Cheung Kong was interested under the SFO.

Save as disclosed above, at the balance sheet date, the Company has not been notified of any other

person (other than the Directors and chief executives of the Company) who had an interest or short

position of 5% or more in the shares and underlying shares of the Company which fell to be

disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO.

PUBLIC FLOAT
Based on the information that is publicly available to the Company and within the knowledge of the

Directors of the Company, there is a sufficiency of public float of the Company’s securities as

required under the Listing Rules as at the date of this report.
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SHARE OPTION SCHEME
On 7 June 2002, the Scheme which complies with the requirements of Chapter 17 of the Listing

Rules was adopted by the shareholders of the Company.

The purpose of the Scheme is to enable the Company to grant share options to selected participants

as incentives or rewards for their contribution to the Company and/or its subsidiaries and/or its

associated companies. The Scheme will remain in force for a period of 10 years commencing on 7

June 2002, being the date of adoption of the Scheme, to 6 June 2012.

Under the Scheme, the Directors may, at their discretion, offer Directors (including executive and

non-executive Directors), executives, officers, employees or shareholders of the Company or any of

its subsidiaries or any of the associated companies, and any suppliers, customers, consultants,

advisers, agents, partners or business associates who, in the sole discretion of the Directors, will

contribute or have contributed to the Company or any of its subsidiaries or any of the associated

companies, share options to subscribe for shares of the Company.

The total number of shares which may be issued upon exercise of all outstanding share options

granted under the Scheme is 431,124,000 which represents approximately 7.35% of the issued

share capital of the Company as at the date of this annual report. The maximum number of shares

available for issue upon exercise of all share options which may be granted under the Scheme is

213,554,645, representing approximately 3.64% of the issued share capital of the Company as at

the date of this annual report. The total number of shares issued and to be issued upon the exercise

of share options granted under the Scheme (including exercised, cancelled and outstanding share

options) to each grantee in any 12-month period up to the date of grant shall not exceed 1% of the

issued share capital of the Company as at the date of grant. Any further grant of share options in

excess of this limit is subject to shareholders’ approval in a general meeting. Share options granted

to a Director, chief executive or substantial shareholder of the Company, or to any of their associates,

are subject to approval in advance by the Independent Non-executive Directors. In addition, any

share options granted to a substantial shareholder or an Independent Non-executive Director of the

Company, or to any of their associates, in excess of in aggregate 0.1% of the shares of the

Company in issue (based on the date of offer) and an aggregate value of HK$5 million (based on the

closing price of the Company’s shares at the date of each offer), within any 12-month period, are

subject to shareholders’ approval in advance in a general meeting.

The period during which a share option may be exercised will be determined by the Directors of the

Company at their absolute discretion, save that no share option may be exercised more than 10

years after it has been granted under the Scheme. There is no requirement that a share option must

be held for any minimum period before it can be exercised but the Directors of the Company are

empowered to impose at their discretion any such minimum period at the time of grant of any share

options.
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SHARE OPTION SCHEME (continued)
The exercise price in relation to each share option will be determined by the Directors at their

absolute discretion and shall not be less than the highest of (i) the official closing price of the shares

of the Company as stated in the daily quotation sheet of the Stock Exchange on the date of offer of

share options; (ii) the average of the official closing prices of the shares of the Company as stated in

the daily quotation sheets of the Stock Exchange for the five business days immediately preceding

the date of offer of share options; and (iii) the nominal value of a share of the Company on the date

of offer of share options. Each of the grantees is required to pay HK$1 as consideration for the

grant of share options in accordance with the Scheme. The offer of a grant of share options must be

accepted within 60 days from the date of the offer.

Share options do not confer rights on the holders to dividends or to vote at shareholder meetings.

No share option was granted or cancelled in accordance with the terms of the Scheme during the

year. Details of movements in the share options under the Scheme during the year were as follows:

Options to subscribe for shares of the Company

Transferred Transferred

from other to other

At the category category Lapsed Exercised At the Exercise

Category beginning during during during during end of Date of Exercise price

of grantees of the year the year the year the year the year the year grant period per share

Directors of the 62,900,000 22,950,0003 – – (1,000,000)4 84,850,000 23.8.2002 23.8.2002 – HK$0.295

Company 1 & 2 22.8.2012

18,360,000 – – – – 18,360,000 12.3.2003 12.3.2003 – HK$0.280

11.3.2013

149,208,000 52,796,0003 – – – 202,004,000 18.11.2003 18.11.2003 – HK$0.410

17.11.2013

230,468,000 75,746,000 – – (1,000,000) 305,214,000
---------------- ---------------- ---------------- ---------------- ---------------- ----------------

Employees of 110,000 – – – – 110,000 12.3.2003 12.3.2003 – HK$0.280

the Group 11.3.2013

11,000,000 – (5,000,000)5 – – 6,000,000 18.3.2004 18.3.2004 – HK$0.660

17.3.2014

11,110,000 – (5,000,000) – – 6,110,000
---------------- ---------------- ---------------- ---------------- ---------------- ----------------
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SHARE OPTION SCHEME (continued)
Options to subscribe for shares of the Company

Transferred Transferred

from other to other

At the category category Lapsed Exercised At the Exercise

Category beginning during during during during end of Date of Exercise price

of grantees of the year the year the year the year the year the year grant period per share

Other participants 76,700,000 – (22,950,000)3 – – 53,750,000 23.8.2002 23.8.2002 – HK$0.295

22.8.2012

61,850,000 – – – – 61,850,000 12.3.2003 12.3.2003 – HK$0.280

11.3.2013

52,796,000 – (52,796,000)3 – – – 18.11.2003 18.11.2003 – HK$0.410

17.11.2013

– 5,000,0005 – (5,000,000)5 – – 18.3.2004 18.3.2004 – HK$0.660

31.12.2006

5,000,000 – – – – 5,000,000 18.3.2004 18.3.2004 – HK$0.660

17.3.2014

196,346,000 5,000,000 (75,746,000) (5,000,000) – 120,600,000
---------------- ---------------- ---------------- ---------------- ---------------- ----------------

437,924,000 80,746,000 (80,746,000) (5,000,000) (1,000,000) 431,924,000

Notes:

1. Details of the share options granted to each Director of the Company are set out in the section headed

“Directors’ and Chief Executives’ Interests and Short Positions in Shares, Underlying Shares and

Debentures” above.

2. The number of share options granted to Mr. Cao Zhong, Mr. Chen Zhouping and Mr. Zhang Wenhui, all

being Directors of the Company as at 31 December 2006, on 18 November 2003 each exceeded the

individual limit of 1% of the shares of the Company then in issue and were approved by the shareholders

of the Company on 18 November 2003.

3. The share options were held by a grantee who became a Director of the Company during the year and

such share options were re-classified from the category of “Other Participants” to “Directors of the

Company” during the year.
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SHARE OPTION SCHEME (continued)
Notes: (continued)

4. The share options were exercised by a grantee who ceased to be a Director of the Company during the

year. The closing price of the shares of the Company immediately before the date on which the share

options were exercised was HK$0.61 per share.

5. The share options were held by a grantee who ceased to be an employee of the Group during the year.

The Board of Directors of the Company approved the extension of the exercise period for such share

options up to 31 December 2006 and such share options were re-classified from the category of

“Employees of the Group” to “Other participants” during the year. Such share options lapsed upon the

expiration of the exercise period on 31 December 2006.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES
Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the

Company’s listed securities (whether on the Stock Exchange or otherwise) during the year.

DISTRIBUTION RESERVES
At the balance sheet date, the Company had approximately HK$279,917,000 reserves available for

distribution as calculated in accordance with the provisions of Section 79B of the Companies

Ordinance, of which approximately HK$123,145,000 has been proposed as a final dividend for the

year.

MAJOR CUSTOMERS AND SUPPLIERS
In the year under review, sales to the five largest customers accounted for 47% of the total sales for

the year and sales to the largest customer included therein amounted to 20%. Purchases from the

five largest suppliers accounted for 48% of the total purchases for the year and purchases from the

largest supplier included therein amounted to 32%. The Company’s ultimate holding company has

beneficial interests in 2 and 3 of the Group’s five largest customers and suppliers respectively. Save

as disclosed 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 beneficial interest in the Group’s five largest customers and suppliers.
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CONTINUING CONNECTED TRANSACTIONS
The following continuing connected transactions were recorded during the year and up to the date

of this annual report:

The continuing connected transactions as mentioned in items (a), (b) and (c) below for a period of

three financial years ending 31 December 2007 and the continuing connected transactions as

mentioned in items (d) and (e) below for a period of three financial years ending 31 December 2008

have been approved by the shareholders of the Company other than Shougang Holding and its

associates in compliance with the Listing Rules:

(a) (i) the sales of energy, raw materials and products, including electricity, steam and hot water

to Shougang Corporation and/or its associates (collectively “Shougang Group”) by Beijing

Shougang Firstlevel Power Co., Ltd. (“Beijing Power Plant”), a non-wholly owned subsidiary

of the Company; and (ii) the purchases of energy/raw materials (including water, coal, gas,

nitrogen, coal gas for high temperature boilers and furnaces, compressed air, steam and

chemicals), products (including spare parts and components) and services (including

construction, repair and maintenance and daily amenity services) by Beijing Power Plant from

Shougang Group.

(b) the purchases of raw materials and products principally iron ore and steel products from

Shougang Group by Shougang Concord Steel International Trading Co. Ltd., a wholly-owned

subsidiary of the Company.

(c) the purchases of raw materials (including ore powders and iron ores), materials (including

steel materials, wire-rods, flame durable bricks and flame durable materials), fuel (including

coal and coking coal), equipment (including various types of equipment for the production of

steel products) and services (including repair and maintenance services) from Shougang Group

by Qinhuangdao Shouqin Metal Materials Co., Ltd. (“Shouqin”), a non-wholly owned subsidiary

of the Company.

(d) (i) the sales of steel products (principally steel plates), scrap materials (principally scrap metals),

services (principally possessing services) and other related products to Shougang Group by

Qinhuangdao Shougang Plate Mill Co., Ltd. (“Qinhuangdao Plate Mill”), a wholly-owned

subsidiary of the Company; and (ii) the purchases of raw materials (principally steel billets,

iron ingots and steel slabs), spare parts, energy and services (principally repair and maintenance

services) in relation to the production of steel products and other related products by

Qinhuangdao Plate Mill from Shougang Group.
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CONTINUING CONNECTED TRANSACTIONS (continued)
(e) the sales of steel products (principally steel slabs and steel plates) and other related products

to Shougang Group by Shouqin.

Details of the continuing connected transactions as mentioned above have been included in the

Company’s previous annual reports in compliance with the Listing Rules.

The above continuing connected transactions which took place during the year have been reviewed

by the Independent Non-executive Directors of the Company who have confirmed that:

(1) the transactions were entered into in the ordinary and usual course of business of the relevant

members of the Group;

(2) the transactions were conducted on normal commercial terms, or if there is no available

comparison, on terms that are no less favourable than terms available to or from (as the case

may be) independent third parties; and

(3) the transactions were entered into in accordance with the relevant agreements governing

such transactions on terms that are fair and reasonable and in the interests of the shareholders

of the Company as a whole.

As far as the transactions set out in note 50 to the financial statements under the heading of

“Related Party Disclosures” are concerned, the transactions as set out in notes (a), (b), (c), (f), (k), (l)

and (m) were continuing connected transactions which have been previously approved by the

independent shareholders of the Company. The transactions as set out in notes (d) and (i) were

connected transactions which have been previously announced in newspapers by the Company. The

transactions as set out in notes (e), (g), (h), (j) and (n) were connected transactions or incidental to

the connected transactions which were exempt from any disclosure and shareholders’ approval

requirements under the Listing Rules.
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DISCLOSURE UNDER RULE 13.18 OF THE LISTING RULES
Under the dual currency facility agreement dated 1 February 2006 (the “Facility Agreement”) entered

into between a number of banks (the “Banks”) and the Company in relation to the facility in the

amounts of HK$163,800,000 and US$129,000,000 (equivalent to an aggregate of approximately

US$150,000,000) (the “Facility”) made available by the Banks to the Company, each of the following

will constitute an event of default upon which the Facility will, among others, become immediately

due and payable: (i) Shougang Holding ceases to be the single largest beneficial shareholder of the

Company; (ii) Shougang Holding ceases to have management control in the Company; (iii) Shougang

Holding ceases to be a wholly-owned subsidiary of Shougang Corporation, the holding company of

Shougang Holding; and (iv) Shougang Corporation ceases to have management control in Shougang

Holding. The Facility is a term loan facility which shall be repaid by the Company by instalments with

the last instalment due on the date falling 60 months after the date of the Facility Agreement,

subject to early repayment on the date following 36 months after the date of the Facility Agreement

upon the relevant Bank(s) giving not less than 6 months’ prior notice.

CORPORATE GOVERNANCE
The Company’s corporate governance practices are set out in the Corporate Governance Report on

pages 19 to 30 of this annual report.

POST BALANCE SHEET EVENTS
Details of significant events occurring after the balance sheet date are set out in note 49 to the

financial statements.

AUDITORS
Messrs. Deloitte Touche Tohmatsu was appointed as auditors of the Company in place of Messrs.

Ernst & Young upon their retirement at the annual general meeting of the Company held on 25

June 2003. A resolution will be submitted to the forthcoming annual general meeting to re-appoint

Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

By Order of the Board

Cao Zhong

Managing Director

Hong Kong, 19 April 2007




