Report of the Directors

The Directors have pleasure in submitting their annual
report together with the audited financial statements for
the year ended 31 December 2006.

Group Activities

The principal activity of the Company is investment
holding. The activities of its principal subsidiaries,
associates and joint ventures are shown on pages 122 to
123.

The analysis of the principal activities and geographical
locations of the operations of the Group during the
financial year are shown in note 36 to the financial
statements.

Group Financial Statements

The profit of the Group for the year ended 31 December
2006 and the state of affairs of the Company and of the
Group at that date are shown in the financial statements
on pages 62 to 123. A commentary on annual results is
included in the Chairman’s Statement on pages 12 to 13
and Review of Operations on pages 14 to 31.

Particulars of Principal Subsidiaries,
Associates and Joint Ventures

Particulars regarding the principal subsidiaries, associates
and joint ventures of the Company and of the Group are
shown on pages 122 to 123.

Dividends

An interim dividend of 4.5 HK cents per share was paid
in October 2006. The Directors now recommend the
declaration of a final dividend of 8.0 HK cents per share
in respect of the year ended 31 December 2006 payable
to shareholders on the record on 14 June 2007.

Property, Plant and Equipment

The movements in property, plant and equipment of the
Company and of the Group during the year are shown in
note 12 to the financial statements.

Particulars of Properties
Particulars regarding the properties and property interests
held by the Group are shown on pages 34 to 37.

Share Capital

The movements in share capital of the Company during
the year are shown in note 31 to the financial
statements.

Reserves

The movements in reserves of the Company and of the
Group during the year are shown in note 33 to the
financial statements.

Donations

During the year, the Group made donations for charitable
and community purposes amounted to HK$164,000
(2005: HK$1,000).

Group Borrowings

Details of borrowings repayable within one year and
long-term loans are shown in notes 27 and 30 to the
financial statements.

Finance Costs Capitalised

Finance costs capitalised by the Group during the year
amounted to HK$6,944,000 (2005: HK$260,000).

Major Customers and Suppliers

It is the policy of the Group to have several suppliers for
any item of materials required so as to avoid over-
reliance on a single source of supply. The Group
maintains good relationships with its major suppliers and
has not experienced any significant difficulties in sourcing
essential materials.

During the year, 34% of the Group’s turnover was
attributable to the Group’s five largest customers
combined, with the largest customer accounting for 20%
of the Group’s total turnover. 64% of the Group’s
purchases was attributable to the Group’s five largest
suppliers combined, with the largest supplier accounting
for 31% of the Group's total purchases.

Dr. Stanley Ho, Dato’ Dr. Cheng Yu Tung, Mrs. Louise
Mok, Ms. Pansy Ho and Mr. David Shum have beneficial
interests in Sociedade de Turismo e Diversdes de Macau,
S.A. (STDM), one of the five largest customers and
suppliers of the Group. STDM is a substantial shareholder
of the Company. Save as disclosed, no other Directors,
their associates or shareholders (which to the knowledge
of the Directors own more than 5% of the Company’s
issued share capital) were interested, at any time during
the year, in the Group’s five largest customers or
suppliers.
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Directors

The present Directors of the Company are listed on page
1.

Mr. Charles Ho and Mr. Yeh V-Nee were appointed as
Independent Non-Executive Directors on 10 November
2006 and 1 January 2007 respectively. Mr. Andrew Tse
resigned as Executive Director on 21 August 2006. Mr.
Robert Kwan resigned as Independent Non-Executive
Director on 1 January 2007.

At the forthcoming annual general meeting, Ms. Daisy
Ho, Dr. Ambrose So and Mr. David Shum will retire by
rotation in accordance with Article 77 of the Company’s
Articles of Association. Mr. Charles Ho and Mr. Yeh V-
Nee, being appointed as Directors of the Company after
the last annual general meeting, will also retire in
accordance with Article 73 of the Company’s Articles of
Association. Being eligible, all the retiring Directors will
offer themselves for re-election.

The Company has received confirmations of
independence from the Independent Non-Executive
Directors, namely Sir Roger Lobo, Mr. Robert Kwan, Mr.
Norman Ho, Mr. Charles Ho and Mr. Yeh V-Nee and
considers them to be independent.

Corporate Governance

The Company is committed to maintaining the highest
standard of corporate governance practices. Information
on the corporate governance practices adopted by the
Company is set out in the Report on Corporate
Governance Practices on pages 56 to 60.

Directors’ Interests in Contracts and
Connected Transactions

1. Dr. Stanley Ho, Dato’ Dr. Cheng Yu Tung (appointed
representative of a corporate director), Mrs. Louise
Mok, Ms. Pansy Ho and Mr. David Shum are directors
of, and have beneficial interests in, STDM, which is a
substantial shareholder of the Company. Dr. Stanley
Ho and Dr. Ambrose So are directors of, and have
beneficial interests in, Sociedade de Jogos de Macau,
S.A. (SIJM). SIM is a subsidiary of STDM and one of
the gaming concessionaires which have been granted
a concession by the Macau government to operate
casinos in Macau.

During the year, the Group had the following
transactions with the STDM Group:

(i) The Group received total fees of HK$25.7 million
from STDM for managing hotels owned by STDM.

(ii) Shun Tak-China Travel Shipping Investments
Limited (ST-CTSI), a non-wholly-owned subsidiary
of the Company, purchased HK$249 million of
fuel from the STDM Group during the year for its
Macau shipping operations. ST-CTSI is beneficially
owned as to 42.6% by the Company, 28.4% by
STDM and 29% by China Travel International
Investment Hong Kong Limited (CTII). Under this
arrangement, STDM supplies and loads fuel into
the vessels of ST-CTSI at the Macau Outer Harbour
Terminal. The cost of fuel is its market price plus a
small handling charge. The Fuel Arrangement
Agreement has been in force for an initial period
of 3 years commencing 1 January 2005 and
renewable for further 3 years unless terminated by
either party giving notice to the other party.

(iii) Under an agency agreement between ST-CTSI and
STDM (the STDM Agency Agreement), STDM
acted as the agent of ST-CTSI for sale of ferry
tickets for which it received HK$17.5 million of
commission. The commission was calculated at
5% on the total net ticket sales generated by
STDM as agent (less any discounts and
concessions on ferry tickets agreed by ST-CTSI and
any tax, fees or levies paid thereon to any
government or ferry terminal operator).

During the year, HK$462.5 million of TurboJET
tickets were sold to STDM for its own use. A
discount of 5%, up to a maximum of 12%
(varying depending on the volume of the bulk
purchases), totalling HK$23 million was granted
on such bulk purchases.

The commission and discount rates for STDM are
within the range of commission and discount
rates granted by ST-CTSI to other sales agents and
bulk purchasers respectively. The STDM Agency
Agreement has been in force for an initial period
of 36 months commencing 1 January 2005 and
renewable for further 36 months unless
terminated by either party giving notice to the
other party.

(iv) The Group received total fees of HK$8.7 million
from STDM relating to the operation and property
management of the Macau Tower Convention &
Entertainment Centre owned by STDM.



2. On 7 March 2003, ST-CTSI entered into an agreement

with New World First Holdings Limited (NWFH), a
50% owned jointly controlled entity of New World
Development Company Limited (NWD). NWD is a
substantial shareholder of Ranex Investments Limited,
a 51% subsidiary of the Company. Under the terms
of the agreement, ST-CTSI and NWFH have agreed to
cooperate and coordinate with each other in
providing, through their subsidiaries and operators
(ST-CTSI Operators and NWFH Operators respectively),
ferry services between Hong Kong and Macau.

In particular, the provisions of the agreement provide
that:

(i) ST-CTSI Operators will operate the Hong Kong
Ferry Service between the Hong Kong Macau Ferry
Terminal and Macau for themselves and on behalf
of NWFH Operators pursuant to the Vessel
Entrustment Arrangement if requested by NWFH
Operators; and NWFH Operators will operate the
Kowloon Ferry Service between the China Ferry
Terminal and Macau for themselves and on behalf
of ST-CTSI Operators pursuant to the Vessel
Entrustment Arrangement if requested by ST-CTSI
Operators. If the Vessel Entrustment Arrangement
is utilised, there would be an entrusting charge
comprising a ticket handling fee of HK$30 per
passenger ticket payable by the requesting
operator;

(i) ST-CTSI Operators will make arrangements to refer
their customers who wish to travel on the
Kowloon Ferry Service to NWFH Operators; and
NWFH Operators will make arrangements to refer
their customers who wish to travel on the Hong
Kong Ferry Service to ST-CTSI Operators. A fee of
HK$10 per passenger referred is payable to the
referring operator; and

(iii) if the need arises, transferring of vessels by ST-
CTSI to NWFH if mutually satisfactory terms are
agreed.

In consideration for entering into the agreement,
NWFH pays to ST-CTSI an annual fee of HK$30 million
for the duration of the agreement, being 5 years from
8 March 2003. During the year, the Group received
such annual fee in the amount of HK$30 million. No
entrusting charge or referral fee was received or paid.

During the year, ST-CTSI paid commissions of
HK$32.8 million to China Travel Service (Hong Kong)
Limited (CTSHK) as a general sales agent of ST-CTSI
for sale of ferry tickets. CTSHK is a subsidiary of CTII
which is a substantial shareholder of ST-CTSI.

. On 1 October 2004, Wincent Limited (Wincent), a

wholly-owned subsidiary of the Company, entered
into a general sales agency agreement with ST-CTSI,
which appointed Wincent as a non-exclusive general
sales agent for the sale of ferry tickets for ferry
services operated by ST-CTSI. Wincent promotes and
markets at its own cost the ferry services provided by
ST-CTSI.

In consideration for the sales agency and business
development services provided by Wincent, ST-CTSI
pays a commission monthly based on a market rate of
2% of the total net ticket sales received on all routes
of ST-CTSI (less any discounts and concessions on
ferry tickets agreed by ST-CTSI, and any taxes, fees or
levies paid thereon to any government or ferry
terminal operator). During the year, ST-CTSI paid
commissions of HK$32.8 million.

The agency agreement has been in force for an initial
period of 36 months commencing 1 October 2004
and renewable for further 36 months unless
terminated by either party giving notice to the other

party.

For the management of Shun Tak Centre, a
commercial property and shopping mall in Sheung
Wan, the Group received HK$14.2 million comprising
property management, leasing agency and
administration fees. One of the owners is Shun Tak
Centre Limited (STC), a company beneficially owned
by Dr. Stanley Ho, STDM and NWD. During the same
period, the Group paid HK$4.8 million consultancy
fee to the NWD Group in relation to its property
management of Shun Tak Centre.

As ST-CTSI operates from the Hong Kong Macau Ferry
Terminal which is located in Shun Tak Centre, it paid
HK$3.6 million of rental and related expenses to STC
for the year.
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The Independent Non-Executive Directors have
confirmed that the continuing connected transactions
mentioned in items 1 to 5 above have been entered
into:

(a) in the ordinary and usual course of business of
the Group;

(b) either on normal commercial terms or, if there are
not sufficient comparable transactions to judge
whether they are on normal commercial terms, on
terms no less favourable to the Group than terms
available to or from (as appropriate) independent
third parties; and

(c) 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.

The auditors of the Company have confirmed that the
continuing connected transactions mentioned in items
11to05:

(a) have received the approval of the Board of
Directors;

(b) are in accordance with the pricing policies of the
Group if the transactions involve provision of
goods or services by the Group;

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

(d) have not exceeded the caps disclosed in previous
announcements.

Pursuant to a sale and purchase agreement entered
into on 29 September 2005 and in completion of the
acquisition of Built City Investments Limited (Built
City), the Company issued 94,110,954 ordinary shares
in June 2006 to Classic Time Developments Limited, a
company wholly-owned by Ms. Pansy Ho, a
substantial shareholder and a Director of the
Company, as purchase consideration. The principal
asset of Built City is a 51% interest in Basecity
Investments Limited which indirectly and wholly-owns
Properties Sub F, Limited, a company which has the
land concession right to the property site on which
One Central is being developed.

. On 30 June 2006, Shun Tak Nam Van Investment

Limited (Shun Tak Nam Van), a wholly-owned
subsidiary of the Company, agreed to pay Sai Wu
Investimento Limitada (Sai Wu), a company
beneficially owned as to 60% by Dr. Stanley Ho and
40% by other independent third parties, a refundable
deposit of HK$500 million to further extend the
completion date of the acquisition of the interest in
the land development right in respect of the property
sites adjoining the Macau Tower in Nam Van, Macau
to on or before 30 June 2007 without changing the
consideration or other terms of the acquisition
agreement entered into between Shun Tak Nam Van
and Sai Wu on 11 November 2004. The deposit will
be applied as part of the HK$750 million cash
consideration upon completion of the acquisition.

. The Group has granted financial assistance to several

companies in which it is a shareholder together with
other connected parties and such financial assistance
remained outstanding as at 31 December 2006:

(i) Shun Tak Cultural Centre Limited is owned as to
60% by the Group and 40% by a company
beneficially owned by Dr. Stanley Ho.
Shareholders’ loans of HK$281.9 million, in
proportion to their respective shareholdings, are
on an interest-free basis.



(ii) Onluck Finance Limited is owned as to 64.56% by
the Group and 35.44% by Sun Hung Kai
Properties Limited, a substantial shareholder of
certain subsidiaries of the Company. Shareholders’
loans of HK$17 million, in proportion to their
respective shareholdings, are on an interest-free
basis.

(iii) Shun Tak Creative Services Group Limited is
owned as to 80% by the Group and 20% by
STDM. Shareholders’ loans of HK$501 million, in
proportion to their respective shareholdings, are
on an interest-free basis.

Under Chapter 14A of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (the Listing Rules), the above
transactions constitute connected transactions of the
Company and require disclosure in the annual report
of the Company.

Save as disclosed above, details of significant related
party transactions that did not constitute connected
transactions entered into during the year were
disclosed in note 37 to the financial statements.

Save for the transactions aforementioned, no other
contract of significance to which the Company or any
of its subsidiaries was a party and in which a Director
had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during
the year.

Directors' Interests in Competing
Businesses

During the year, the following Directors are considered to
have interests in the following businesses, which
compete or are likely to compete, either directly or
indirectly, with the businesses of the Group:

Dr. Stanley Ho has beneficial interests in Melco
International Development Limited (Melco), STC and
STDM, which are also engaged in the businesses of
property investment, property development and/or
hospitality. Dr. Stanley Ho is a director of STC and STDM
and was a director of Melco up to 15 March 2006 when
he resigned as the chairman and executive director. Mrs.
Louise Mok, Ms. Pansy Ho and Mr. David Shum are
directors of STDM. Dr. Ambrose So is a director of SIM,
which is also engaged in the business of hospitality.

Dato’ Dr. Cheng Yu Tung is a director of NWD Group,
Chow Tai Fook Enterprises Limited, Melbourne
Enterprises Limited, Lifestyle International Holdings
Limited and STC, which are also engaged in the
businesses of property investment, property development,
property management, transportation services and/or
hospitality. Dato’ Dr. Cheng Yu Tung is the appointed
representative of a corporate director of STDM, which is
also engaged in the businesses of property investment,
property development and hospitality.

Ms. Pansy Ho, Ms. Daisy Ho and Ms. Maisy Ho are
directors of STC. During the year, Mr. Andrew Tse
resigned as director of STC and Mr. David Shum was
appointed as director of STC. STC is also engaged in the
business of property investment.

Ms. Pansy Ho is a director, and has a beneficial interest
in, MGM Grand Paradise (HK) Limited, which is also
engaged in the business of hospitality. Ms. Daisy Ho is a
director of that company.

The above-mentioned competing businesses are managed
by separate entities with independent management and
administration. The Board of Directors of the Company is
of the view that the Group is capable of carrying on its
businesses independently of, and at arm’s length from,
the businesses of these entities. When making decisions,
the relevant Directors, in performance of their duties as
Directors of the Company, have acted and will continue
to act in the best interests of the Group.
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Disclosure of Interests 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 pursuant to the
Model Code for Securities Transactions by Directors of
Listed Issuers (Model Code) as set out in Appendix 10 to

the Listing Rules, were as follows:

As at 31 December 2006, the interests or short positions
of the Directors in the shares, underlying shares and
debentures of the Company and its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (SFO)) as recorded in

a) Interests of the Directors in Shares and Underlying Shares of the Company

Stanley Ho Interests in issued shares 250,936,160 39,021,590 (iii) 13.24%
Interests in unissued shares — 148,883,374 (iv) 6.80%
Interests in underlying shares 1,587,300 (ii) — 0.07%
Roger Lobo — — —
Robert Kwan — — —
Norman Ho — — —
Charles Ho — — —
Cheng Yu Tung — — —
Louise Mok Interests in issued shares 323,627 — 0.01%
Pansy Ho Interests in issued shares 15,152,821 191,931,661 (v) 9.45%
Interests in unissued shares — 148,883,374 (iv) 6.80%
Interests in underlying shares 30,592,523 (ii) — 1.40%
Daisy Ho Interests in issued shares 20,367,028 97,820,707 (vi) 5.40%
Interests in unissued shares — 148,883,374 (iv) 6.80%
Interests in underlying shares 25,592,523 (ii) — 1.17%
Ambrose So Interests in issued shares 8,906,250 — 0.41%
Interests in underlying shares 20,157,740 (ii) — 0.92%
Patrick Huen Interests in issued shares 62,500 5,994,849 (vii) 0.28%
Interests in underlying shares 10,078,870 (ii) — 0.46%
Anthony Chan Interests in issued shares 7,531,250 — 0.34%
Interests in underlying shares 5,078,870 (ii) — 0.23%
Maisy Ho Interests in issued shares 1,630,435 23,066,918 (viii) 1.13%
Interests in underlying shares 20,157,740 (ii) — 0.92%
David Shum Interests in underlying shares 5,000,000 (ii) — 0.23%
Notes:

(i) As at 31 December 2006, the total number of issued shares
of the Company is 2,190,514,064.

(i) These represent the interests in underlying shares in respect
of share options granted by the Company, the details of

(iv) The 148,883,374 unissued shares of Dr. Stanley Ho, Ms.
Pansy Ho and Ms. Daisy Ho are the same parcel of shares,
and represent shares to be allotted to Alpha Davis
Investments Limited (ADIL) upon completion of the
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which are stated in section (d) “Share Options”.

(ifi) The 39,021,590 shares of Dr. Stanley Ho comprise 11,446,536

shares held by Sharikat Investments Limited (SIL), 24,838,987
shares held by Dareset Limited (DL) and 2,736,067 shares held
by Lanceford Company Limited (LCL). SIL, DL and LCL are
wholly-owned by Dr. Stanley Ho.

acquisition as described in the Company’s circular dated 17
December 2004. ADIL is owned as to 47% by Innowell
Investments Limited (lIL) and 53% by Megaprosper
Investments Limited (MIL). IIL is wholly-owned by Dr. Stanley
Ho. MIL is owned as to 51% by Ms. Pansy Ho and 39% by
Ms. Daisy Ho.



(v) The 191,931,661 shares of Ms. Pansy Ho comprise
97,820,707 shares held by Beeston Profits Limited (BPL) and
94,110,954 shares held by Classic Time Developments
Limited (CTDL). BPL and CTDL are wholly-owned by Ms.
Pansy Ho.

(vi) The 97,820,707 shares of Ms. Daisy Ho are held by St.
Lukes Investments Limited, which is wholly-owned by Ms.
Daisy Ho.

(vii) The 5,994,849 shares of Mr. Patrick Huen are held by
Enhance Gain Investments Limited, which is wholly-owned
by Mr. Patrick Huen.

(viii)The 23,066,918 shares of Ms. Maisy Ho are held by
LionKing Offshore Limited, which is wholly-owned by Ms.
Maisy Ho.

b) Interests of the Directors in Shares and Underlying Shares of Subsidiaries of the Company

Stanley Ho

Shun Tak Cultural Centre Limited

4 ordinary shares 40%

¢) Interests of the Directors in Shares and Underlying Shares of Other Associated Corporations of the Company

Pansy Ho

All the interests disclosed in sections (a) to (c) above
represent long position in the shares or underlying shares
of the Company or its associated corporations.

Save as disclosed above, none of the Directors or any of
their associates had or were deemed to have any
interests or short positions in any shares, underlying

Shun Tak & CITS Coach (Macao) Limited

750 shares 15%

shares and debentures of the Company or any of its
associated corporations that was required to be recorded
under Section 352 of the SFO, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code as at 31 December
2006.
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d) Share Options

As at 31 December 2006, details of share options granted to present and former Directors and employees under the
1993 and 2002 share option schemes (as hereinafter defined) of the Company are as follows:

Directors
Stanley Ho 25 May 2004
Pansy Ho 3 January 2000
25 May 2004
Daisy Ho 3 January 2000
25 May 2004
Ambrose So 25 May 2004
Patrick Huen 25 May 2004
Anthony Chan 25 May 2004
Maisy Ho 25 May 2004
David Shum 22 September 2004

Former Director

Andrew Tse 25 May 2004
Employees 8 July 2004
Notes:

25 May 2004 to

24 May 2014

3 January 2000 to
2 January 2010

25 May 2004 to

24 May 2014

3 January 2000 to
2 January 2010

25 May 2004 to

24 May 2014

25 May 2004 to

24 May 2014

25 May 2004 to

24 May 2014

25 May 2004 to

24 May 2014

25 May 2004 to

24 May 2014

22 September 2004 to
21 September 2014

25 May 2004 to
24 May 2014

8 July 2004 to
7 July 2009

HK$3.15 1,587,300 1,587,300
HK$1.15 10,434,783 10,434,783
HK$3.15 20,157,740 20,157,740
HK$1.15 10,434,783 5,434,783
HK$3.15 20,157,740 20,157,740
HK$3.15 20,157,740 20,157,740
HK$3.15 10,078,870 10,078,870
HK$3.15 5,078,870 5,078,870
HK$3.15 20,157,740 20,157,740
HK$4.20 5,000,000 5,000,000
HK$3.15 10,078,870 =
HK$3.95 918,800 918,800

(iii) 10,078,870 share options of Mr. Andrew Tse, a former

(i) The share option scheme of the Company adopted on 18

Director, granted under the 2002 share option scheme were

May 1993 (the 1993 share option scheme) was terminated
on 31 May 2002 and no further options could be offered
but the outstanding options granted shall continue to be
valid and exercisable in accordance with its provisions. A
new share option scheme was adopted on 31 May 2002
(the 2002 share option scheme).

(i) 5,000,000 share options of Ms. Daisy Ho granted under the

1993 share option scheme were exercised during the year
ended 31 December 2006. The weighted average closing
price of the shares of the Company immediately before the
date on which the options were exercised was HK$9.30.

(iv)

exercised during the year ended 31 December 2006. The
weighted average closing price of the shares of the
Company immediately before the dates on which the
options were exercised was HK$11.02.

No share option was granted, cancelled or lapsed during the
year ended 31 December 2006.

Save as described above, as at 31 December 2006, none of
the Directors or their spouse or children under 18 years of
age were granted or exercised any rights to subscribe for
any equity or debt securities of the Company or any of its
associated corporations under the share option schemes.



(vi) Summary of the share option schemes, disclosed in accordance with the Listing Rules was as follows:

1) Purpose of the share To attract and retain the best As incentive to employees
option schemes quality personnel, to provide
additional incentives to
participants so as to promote the
long-term financial success of the

Group
2) Participants of the share (a) any employee or any Eligible employees including
option schemes business related consultant, Executive Directors

agent, representative or
advisor of the Company or
any affiliate,

(b) any person who provides
goods or services to the
Company or any affiliate,

(c) any customer of the
Company or any affiliate, or

(d) any business ally or joint
venture partner of the
Company or any affiliate

3) Total number of shares 194,243,391 shares (8.87%) N/A
available for issue under
the share option schemes
and % on issued share
capital as at 31 December

2006

4) Maximum entitlement of In any 12-month period: 25% of the aggregate of all shares
each participant under the subject to the share option scheme
share option schemes (@) 1% of the issued share

capital (excluding
substantial shareholders and
Independent Non-Executive
Directors)

(b) 0.1% of the issued share
capital and not exceed HK$5
million in aggregate value
(for substantial shareholders
and Independent
Non-Executive Directors)

Shun Tak Holdings Limited Annual Report 2006
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5) The period within which
the shares must be taken
up under an option

6) The minimum period for
which an option must be
held before it can be
exercised

7) 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

8) The basis of determining
the exercise price

9) The remaining life of the
share option schemes

The Board of Directors may in its
absolute discretion determine

save that such period shall not
expire later than 10 years from the
date of grant

N/A

Upon acceptance of the option,
the grantee shall inform the
Company together with HK$1 by
way of consideration for the grant
within 28 days from the date of
offer

The exercise price is determined
by the Directors and being not
less than the higher of:

(a) the closing price of the
shares on the date of offer;

(b) the average closing prices of
the existing shares for the 5
trading days immediately
preceding the date of offer;
and

(c) the nominal value thereof

The scheme remains in force
until 31 May 2012

Such period as the Company may
in its discretion determine save
that such period shall not expire
later than 10 years from the date
of grant

N/A

Upon acceptance of the option,
the grantee shall inform the
Company together with HK$1 by
way of consideration for the grant
within 21 days from the date of
offer

The exercise price is determined
by the Directors and being not
less than the greater of:

(a)80% of the average closing
prices of the shares of the
Company on The Stock
Exchange of Hong Kong
Limited on the 5 trading
days immediately preceding
the date of offer of such
option; and

(b)the nominal value thereof

The scheme was terminated
on 31 May 2002



e) Substantial Shareholders and Other Persons

As at 31 December 2006, the register of interests or short positions in shares kept under Section 336 of the SFO
shows that, other than the interests of Directors as set out above, the following shareholders were interested in 5%
or more of the issued share capital of the Company:

Shun Tak Shipping (ii) Interests in issued Beneficial owner 308,057,215 14.06%
Company, Limited (STS) shares
and its subsidiaries

Sociedade de Turismo e (iii) Interests in issued Beneficial owner 263,667,107 12.04%
Diversdes de Macau, S.A. shares
(STDM) and its subsidiary

Alpha Davis Investments (iv) Interests in unissued  Beneficial owner 148,883,374 6.80%
Limited (ADIL) shares

Innowell Investments (iv) Interests in unissued Interests of controlled 148,883,374 6.80%
Limited (IIL) shares corporation

Megaprosper Investments (iv)  Interests in unissued Interests of controlled 148,883,374 6.80%
Limited (MIL) shares corporation

Julius Baer Investment Interests in issued Investment manager 150,149,932 6.85%
Management LLC shares

Notes:

(i) As at 31 December 2006, the total number of issued shares of the Company is 2,190,514,064.

(i) Dr. Stanley Ho, Dato’ Dr. Cheng Yu Tung, Ms. Pansy Ho and Ms. Daisy Ho have beneficial interests in and are directors of STS. Mrs.
Louise Mok has beneficial interests in STS.

(iii) Dr. Stanley Ho, Dato’ Dr. Cheng Yu Tung, Mrs. Louise Mok, Ms. Pansy Ho and Mr. David Shum have beneficial interests in STDM.
Dr. Stanley Ho, Dato’ Dr. Cheng Yu Tung (appointed representative of a corporate director), Mrs. Louise Mok, Ms. Pansy Ho and Mr.
David Shum are directors of STDM.

(iv) ADIL is entitled to interests in 148,883,374 unissued shares of the Company which will be issued upon completion of the
acquisition as described in the Company’s circular dated 17 December 2004. ADIL is owned as to 47% by IIL and 53% by MIL. IIL is
wholly-owned by Dr. Stanley Ho. MIL is owned as to 51% by Ms. Pansy Ho, 39% by Ms. Daisy Ho and 10% by Ms. Maisy Ho.
Accordingly, the interests of IIL and MIL in the Company duplicate the interests of ADIL in the Company as described above. Dr.
Stanley Ho is a director of ADIL and IIL. Ms. Pansy Ho and Ms. Daisy Ho are directors of ADIL, IIL and MIL.

(v) All the interests disclosed above represent long position in the shares of the Company.

(vi) Save as disclosed above, no other person (other than the Directors of the Company) had any interests or short positions in the
shares and underlying shares as recorded in the register required to be kept by the Company pursuant to Section 336 of the SFO as
at 31 December 2006.
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Report of the Directors

Financial Assistance and Guarantees to
Affiliated Companies

Financial assistance given to and guarantees given for
facilities granted to affiliated companies by the Group as
at 31 December 2006 in aggregate exceeded 8% of the

total assets of the Group as at 30 June 2006. In
accordance with the requirement under Rule 13.22 of the
Listing Rules, a proforma combined balance sheet of the
affiliated companies and the Group's attributable
interests as at 31 December 2006 are disclosed as
follows:

Non-current assets
Current assets
Current liabilities
Non-current liabilities

Net assets

The proforma combined balance sheet of the affiliated
companies is prepared by combining their balance sheets
as at 31 December 2006, after regrouping into significant
balance sheet classification and taking up adjustments to
conform with the Group’s significant accounting policies
as well as the fair value adjustment as disclosed in note
35(a) to the financial statements.

Purchase, Sale or Redemption of Listed
Securities

In October 2006, the Company repurchased 694,000 of
its own ordinary shares on The Stock Exchange of Hong
Kong Limited at an aggregate consideration of
HK$6,259,000. The highest and lowest prices paid per
share were HK$9.00 and HK$8.92 respectively. The
repurchased shares were cancelled and accordingly the
issued share capital of the Company was reduced by the
nominal value of these shares. The repurchases were
effected with a view to benefit shareholders as a whole
in enhancing the net assets and earnings per share of the
Company.

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

1,423,179 659,957
4,261,343 1,644,799
(1,775,937) (642,648)
(2,030,042) (729,349)
1,878,543 932,759

Directors’ Right to Acquire Shares or
Debentures

Except for the above mentioned share option schemes,
shares to be issued to Alpha Davis Investments Limited
(in the manner as described in the Company’s circular
dated 17 December 2004 upon completion of the
acquisition which was extended to on or before 30 June
2007 as described in the Company’s announcements
dated 11 May 2005, 30 December 2005 and 30 June
2006), and shares issued to Classic Time Developments
Limited (as described in item 6 of Connected Transactions
in this Report of the Directors), at no time during the
year was the Company or any of its subsidiaries a party
to any arrangement to enable the Directors of the
Company or any of their spouses or children under the
age of 18 to acquire benefits by means of the acquisition
of shares in or debentures of the Company or any other
body corporate.



Service Contract of Directors

No Director being proposed for re-election at the
forthcoming annual general meeting has a service
contract which is not determinable by the Group within
one year without payment of compensation other than
statutory compensation.

Management Contract

No contract concerning the management and
administration of the whole or any substantial part of the
business of the Company was entered into or existed
during the year.

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 annual
report.

Summary of the Results, Assets and
Liabilities
A summary of the results, assets and liabilities of the

Group for the last five financial years is shown on pages
124 to 125.

Auditors

The financial statements for the year were audited by
H.C. Watt & Company Limited. A resolution will be put
to the forthcoming annual general meeting to re-appoint
H.C. Watt & Company Limited as auditors of the
Company.

By order of the Board

Stanley Ho
Group Executive Chairman

16 April 2007
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