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The Directors herein submit their report together with the
audited consolidated financial statements of the Group for
the year ended 31 December 2006.

Principal Activities

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 32 to the financial
statements.

Segment Information

An analysis of the performance of the Group by principal
activities is set out in note 9 to the financial statements. No
geographical analysis is shown as the turnover and loss from
operations of the Group are all derived from activities in The
People’s Republic of China (the “PRC”).

Five-year Financial Summary

A five year financial summary of the Group is set out on page
96.

Results and Appropriations

The results of the Group for the year ended 31 December
2006 and the state of affairs of the Group are set out in the
financial statements on pages 35 to 95 respectively.

No dividend was recommended for the year (2005: Nil).

Reserves

Movements in reserves of the Group during the year is set
out in the financial statements on page 39.

Distributable Reserves of the Company

At 31 December 2006, the Company had no reserves (2005:
Nil) available for distribution to shareholders.
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Donations

No donations were made to charities by the Group during the
year (2005: Nil).

Property, Plant and Equipment

Movements in property, plant and equipment of the Group
during the year is set out in note 16 to the financial statements.

Investment Properties

Movements in investment properties of the Group including
pledge of assets during the year are set out in note 17 to the
financial statements. Particulars of investment properties of
the Group are set out on page 28.

Properties Under Development

Movements in properties under development of the Group
during the year are set out in note 18 to the financial
statements. Particulars of properties under development of
the Group are set out on page 28.

Share Capital

Details of share capital of the Company are set out in note 25
to the financial statements.

Borrowings and Interest Capitalised

Details of borrowings of the Group are set out in note 24 to
the financial statements.

No borrowing cost was capitalized in respect of property
development projects during the year (2005: Nil).

Retirement Benefits Scheme

The Group contributes to defined contribution retirement
schemes which are available to all employees.
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Disposal of a Subsidiary

Details of disposal of a subsidiary are set out in note 26 to the
financial statements.

Details of the assets of a disposal group classified as held for
sale/liabilities associated with assets of a disposal group
classified as held for sale are set out in note 22 to the financial
Statements.

Events after the Balance Sheet Date

Details of the events after the balance sheet date are set out
in note 30 to the financial statements.

Major Customers and Suppliers

The information of turnover and purchases attributable to the
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major customers and suppliers of the Group for the year is as R EHENT
follows:
2006 2005
—EERE —ZTERF
% %
Turnover HE
The largest customer BARF 27 11
Five largest customers in aggregate A A&~ #2%4 67 34
Purchases P
The largest supplier A HER 51 12
Five largest suppliers in aggregate  F At fE 75 42 58 920 31

None of the Directors and their associates or any Shareholder
(who to the best knowledge of the Directors, own more than
5% of the Company’s share capital) had interest in the above
customers and suppliers at any time during the year.
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Directors

The Directors during the year and up to the date of this report
were:

Tong Shi Jun, Chairman

Zhang Jian, Deputy Chairman (Resigned on 1 October 2006)
Zhao Lishen

Chiu Kong

Huang Ling

Zhu Jun

Chen Song Sheng*

Zhou Mei Zhen*

Wang Li Yun*

*

Independent Non-executive Director

Mr. Zhao Lishen and Ms. Huang Ling retire from office by
rotation at the forthcoming annual general meeting in
accordance with bye-laws No. 87 of the Company, being
eligible, offer themselves for re-election.

Directors’ Service Contracts

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

Directors’ Interests in Shares

As at 31 December 2006, none of the Directors and chief
executive of the Company had, under Part XV of the Securities
and Futures Ordinance, nor were they taken to or deemed to
have under such provisions of the Securities and Futures
Ordinance, any interests in the shares of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance) or any interests which are
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required to be entered into the register kept by the Company
pursuant to section 352 of the Securities and Futures Ordinance
or any interests which are required to be notified to the Company
and The Stock Exchange of Hong Kong Limited pursuant to
the Model Code for Securities Transactions by Directors of
Listed Companies in the Listing Rules.

Directors’ Interests in Contracts

No contracts of significance to which the Company or any of
its subsidiaries was a party and in which a director had a
material interest subsisted, either directly or indirectly at any
time during the year.

Competing Interests

As at 31 December 2006, none of the Directors or the Managing
Shareholders or any of their respective associates of the
Company had an interest in a business that competed or might
compete with the business of the Group directly or indirectly.

Substantial Shareholders

As at 31 December 2006, according to the register of interests
kept by the Company under section 336 of Securities and
Futures Ordinance, and so far as was known to the Directors
or chief executive of the Company, the following persons had
an interest or short position in the shares or underlying shares
which would fall to be disclosed to the Company under the
provisions of Division 2 and 3 of Part XV of the Securities and
Futures Ordinance:

Name of Shareholders

IR &
Great Capital Holdings Limited (“GCH?”)
Sinowin Enterprises Limited (“Sinowin”)

Campiche Management Limited
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Notes:
(1) GCH had pledged a total of 264,162,000 shares of the
Company to secure banking facilities for the group companies

of GCH.

2 The entire issued share capital of Sinowin is beneficially
owned by Mr. Hung Ka Faat.

Save as disclosed above, so far as are known to the Directors,
the Company has not been notified of any interest in the issued
share capital of the Company required to be recorded under
section 336 of the Securities and Futures Ordinance as at 31
December 2006.

Pre-emptive Rights

There is no provision for pre-emptive rights under the
Company'’s bye-laws or the law in Bermuda.

Purchase, Sale or Redemption of Shares

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s shares during the
year.

Management Discussion and Analysis

A management discussion and analysis of the Group’s annual
results is shown on pages 7 to 10.

Corporate Governance Report

A corporate governance report is shown on pages 14 to 20.
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Audit Committee

The audit committee of the Company comprises three
independent non-executive directors. The committee has
reviewed the accounting principles and practice adopted by
the Group and discussed with the management regarding
auditing, internal control and financial reporting matters
including the review of the Company’s audited results for the
year ended 31 December 2006.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of its Directors, the
Directors confirmed that the Company has maintained the
amount of public float as required under the Listing Rules
during the year and up to the date of this report.

Suspension of Trading of Shares

Trading of shares on the Stock Exchange will remain
suspended until further notices.

Auditor

CCIF CPA Limited was auditor of the Company for the three
years ended 31 December 2003, 2004 and 2005.

CCIF CPA Limited resigned as the auditor of the Company
with effect from 6 February 2007.

RSM Nelson Wheeler was appointed as auditor of the
Company in March 2007 to fill the casual vacancy left by the
resignation of CCIF CPA Limited.

A resolution for re-appointment of RSM Nelson Wheeler as

auditor of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the Board
Tong Shi Jun
Chairman

Hong Kong, 30 May 2007
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