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The directors present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2006.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the subsidiaries comprise:

(i) the design, manufacture and installation of fabricated
aluminium and stainless steel products for buildings,
such as curtain wall and cladding systems, windows,
doors, skylights and other related products;

(ii) the generation and sale of electric and steam power in
the Linping industrial region of Hangzhou in the
People’s Republic of China through its 70%-owned
subsidiary, Hangzhou Sealand Electric Power Company
Limited; and

(iii)  the share of profit from the development, manufacture
and distribution of EC120 helicopters.

There were no significant changes in the nature of the Group’s
principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2006 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 36 to
156 of this annual report.

The directors do not recommend the payment of any dividends
in respect of the year ended 31 December 2006.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and
minority interests of the Group for the last five financial years,
as extracted from the audited financial statements and
restated/reclassified as appropriate, is set out on page 157 of
this annual report. This summary does not form part of the
audited financial statements.
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INVESTMENT PROPERTY AND PROPERTY,
PLANT AND EQUIPMENT

Details of movements in the investment property and property,
plant and equipment of the Company and the Group during
the year are set out in notes 13 and 14 to the financial
statements, respectively. Further details of the Group's
investment property are set out on page 158.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and
share options during the year are set out in notes 33 and 34
to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws/Articles of Association or the laws of
Bermuda which would oblige the Company to offer new shares
on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

During the year ended 31 December 2006, the Company
repurchased certain of its shares on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and these shares
were subsequently cancelled by the Company. Further details
of these transactions are set out in note 33 to the financial
statements.

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

Details of movements in the reserves of the Company and
the Group during the year are set out in note 35(b) to the
financial statements and in the consolidated statement of
changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2006, the Company’s reserves available
for distribution, calculated in accordance with the provisions
of the Companies Act 1981 of Bermuda (as amended),
amounted to HK$3,498,160. In addition, the Company’s share
premium account in the amount of HK$4,916,879 may be
distributed in the form of fully paid bonus shares.

MAJOR SUPPLIERS AND CUSTOMERS

Purchases from the Group’s five largest suppliers accounted
for less than 30% of the Group's total purchases for the year.

The percentages of the Group’'s sales attributable to the
Group’s major customers are as follows:
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Percentage of sales: HHEEB DL
From the largest customer REZRARP 14 11
From the five largest customers RERAREP 54 38

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 issued
share capital) had any beneficial interest in the Group’s five
largest customers.
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DIRECTORS

The directors of the Company during the year and up to the
date of this report were as follows:

Executive Directors:

Fu Shula

Wang Xinkuo

Ji Guirong

Ma Zhiping (appointed on 13 January 2006)
Diao Weicheng

Liu Rongchun

Ren Haifeng

Non-executive Directors:

Ip Tak Chuen, Edmond
Chu Yu Lin, David*

Li Ka Cheung, Eric*

Li Zhaoxi*

* Independent Non-executive Directors

Pursuant to the Bye-laws of the Company, Messrs. Fu Shula,
Ji Guirong, Diao Weicheng and Ren Haifeng will retire by
rotation and, being eligible, offer themselves for re-election
at the forthcoming annual general meeting.

The Company has received annual confirmations of
independence from Messrs. Chu Yu Lin, David, Li Ka Cheung,
Eric and Li Zhaoxi, and as at the date of this report still
considers them to be independent.

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 13 to
16 of this annual report.
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DIRECTORS’ SERVICE CONTRACTS

The Non-executive Directors and Independent Non-executive
Directors are not appointed for a specific term, but are subject
to retirement by rotation and re-election at the annual general
meeting in accordance with the Bye-laws of the Company.

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.

DIRECTORS’ INTERESTS IN CONTRACTS

No director during the year had a material interest, either
directly or indirectly, in any contract of significance to the
business of the Group to which the Company, or any of its
holding companies and subsidiaries was a party during the
year.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2006, the interest and short position of a
director in the share capital and underlying shares of the
Company or its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the
"SFO")), as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) were as follows:

Long position in ordinary shares of the Company:

Personal interests
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The interests of the directors in the share options of the
Company are separately disclosed in note 34 to the financial
statements.

Certain directors have non-beneficial personal equity interests
in certain subsidiaries held for the benefit of the Company
solely for the purpose of complying with the minimum
company membership requirements.

Save as disclosed above, as at 31 December 2006, none of
the directors of the Company had registered an interest or
short position in the shares or underlying shares of the
Company or any of its associated corporations that was
required to be recorded pursuant to 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

Save as disclosed in the share option scheme disclosures in
note 34 to the financial statements, at no time during the
year were rights to acquire benefits by means of the
acquisition of shares in 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 and subsidiaries a party to any
arrangement to enable the directors to acquire such rights in
any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS IN SHARES
AND UNDERLYING SHARES

As at 31 December 2006, the following interests of 5% or
more of the issued share capital of the Company were

FE
K

—7

77

-
T

Report of the Directors

EEgRE

BRREREEMBALTRKRG
B IR 17 2 e 5

NE+ZA=1+—8 &R

Eﬁ(“—’%%& HIE 5 J>>%336MT‘EZT/EE@

recorded in the register of interests required to be kept by BEMEE T ARTI5% L B BT A
the Company pursuant to Section 336 of the SFO: BT
Long positions: FE
Number of Percentage of
ordinary the Company's
shares held issued share capital
Notes FREER NG TRE- £
Name of shareholders REAEE Fit £ RAEE BREAZED
Tacko International Limited Tacko International Limited (1) 1,335,767,000* 33.52
("Tacko") ([Tackol)
CATIC (H.K.) Limited hEMZERMEL O (FE) (1) 1,335,767,000¢ 33.52
("CATIC (HK.)") ﬁﬁ& (M (FEE) D
Speed Profit Enterprises Limited LIS R B R A A 2) 508,616,000* 12.76
("Speed Profit") ( = RC D)
Catic International Finance Limited AR BERMBEER QR 2) 508,616,000 12.76
("Catic Finance") ( [2) 30 72 BF 75 )
China National Aero-Technology B iRz BT E DR A
Import & Export Corporation (M BRrr]) (3)  1,844,383,000 46.28
("CATIC")
China Aviation Industry FEMZETEE-—SEAR (3)  1,844,383,000 46.28
Corporation | ("AVIC 1) (TR in T Z1]))
China Aviation Industry FEMZETESE _SKEQA (3)  1,844,383,000 46.28
Corporation Il ("AVIC 1I") (TR T 201])

*  These shares were directly beneficially owned by these

shareholders.

# These shares were owned through controlled corporations.

Notes:

(1) Tacko is a wholly-owned subsidiary of CATIC (H.K.), which is
in turn a wholly-owned subsidiary of CATIC. Pursuant to the
SFO, both CATIC (H.K.) and CATIC are deemed to be interested
in the 1,335,767,000 shares held by Tacko.
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(2) Speed Profit is a wholly-owned subsidiary of Catic Finance,
which is in turn a wholly-owned subsidiary of CATIC. Pursuant
to the SFO, both Catic Finance and CATIC are deemed to be
interested in the 508,616,000 shares held by Speed Profit.

(3) CATIC is owned as to 50% by AVIC | and as to 50% by AVIC
IIl. Pursuant to the SFO, each of CATIC, AVIC | and AVIC Il is
deemed to be interested in the aggregate of the shares stated
in (1) and (2) above (i.e. an aggregate of 1,844,383,000
shares held by Tacko and Speed Profit).

Save as disclosed above, as at 31 December 2006, no person,
other than the directors of the Company whose interests are
set out in the section “Directors’ interests and short positions
in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares
of the Company that was required to be recorded pursuant
to Section 336 of the SFO.

CONNECTED TRANSACTIONS AND
CONTINUING CONNECTED TRANSACTIONS

During the year, the Company and the Group had certain
connected and continuing connected transactions, details of
which are set out in note 40 to the financial statements and
disclosed in compliance with the requirements of Chapter
14A of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”).

The Independent Non-executive Directors of the Company
have reviewed the continuing connected transactions set out
in note 40 to the financial statements and have confirmed
that these continuing connected transactions were entered
into (i) in the ordinary and usual course of business of the
Group; (ii) on normal commercial terms or on terms no less
favourable to the Group than terms available to independent
third parties; and (iii) 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.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, at least 25% of
the Company’s total issued share capital was held by the
public as at the date of this report.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the
Group are set out in note 42 to the financial statements.

AUDITORS

Ernst & Young retire and a resolution for their reappointment
as auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Fu Shula
Chairman

Hong Kong
24 April 2007
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