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The Company's profit attributable to its shareholders comprises:

DRAINBRREEENBE

Change
2006 2005  mig *
(in HK$ Million) (B EET)
HAECO Hong Kong operations 305 256 19 BEIBEEBNER
Share of: Bl
TAECO 221 102 117 EfALREIRAR
HAESL and SAESL 282 229 23 EEMEEBRESREARRNIMEMRZES
HEEIRE DR
Other jointly controlled companies 39 31 26 HiptiEnTE
847 618 37
HAECO Hong Kong Operations BB TEGCEENEE

The Company’s Hong Kong operations comprise heavy maintenance at
hangars and line maintenance at the passenger and cargo terminals
at Hong Kong International Airport as well as component overhaul at
Tseung Kwan O and inventory technical management services.

The heavy maintenance division provided most of the growth for the
Hong Kong operations this year with 1.85 million manhours sold, a
12.8% increase over 2005. Its 1,694 staff (2005: 1,204), provide a
comprehensive range of scheduled maintenance checks, modifications and
overhaul work on a wide variety of aircraft types. Approximately 61% of
the division’s work was for airlines based outside Hong Kong. It competes
on price, availability of space, turnround time and quality of workmanship
with other Maintenance and Repair Organisations worldwide.

The Company commissioned its second hangar at Hong Kong
International Airport in December 2006. This hangar can handle three
wide-bodied aircraft simultaneously.

The Company has also entered into an agreement with the Hong Kong
Airport Authority to lease additional land at the airport and, subject to
certain conditions, extend its franchise to 2036. This will allow it to
build an additional light maintenance hangar which is planned to start
operation in the first half of 2009 and provide additional space for a
further hangar at a later date.

Line maintenance experienced modest growth as a result of increases
in movements by most customers offset by the loss of China Airlines
business. The overall average number of movements handled by HAECO
was virtually unchanged at 250 per day.
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The component overhaul division occupies 7,000 square metres of
modern workshop space at Tseung Kwan O and employs 199 people.
Utilisation of these facilities during the year improved as a result of
adding new capabilities.

The Company's inventory technical management service for rotable spares
produced satisfactory profits with assets under management expanding
from HK$180 million to HK$211 million. It now includes Airbus 340-600,
340-500, 330-300 and 300-600F as well as Boeing 747 aircraft.

Taikoo (Xiamen) Aircraft Engineering Company
Limited

TAECO performs heavy maintenance and passenger to freighter
conversions using its four double wide-body bay hangars at Xiamen
Gaogi International Airport. It also performs line maintenance operations
in Beijing, Shanghai and Xiamen which, while representing only a small
percentage of its total turnover, handled an average of 39 flights per day
during the year and continue to expand.

The opening of a fourth hangar at the end of 2005 and very strong
demand allowed TAECO to expand its heavy maintenance work
substantially. Sold manhours increased from 2.47 million in 2005
to 3.58 million in 2006 and profit attributable to the Company's
shareholders increased by 117% to HK$221 million. Three of TAECO's
bays are dedicated to performing Boeing 747-400 passenger to freighter
conversions for Boeing with seven aircraft being completed during the
year and four in progress at the year-end. The remaining TAECO capacity
is used for heavy maintenance with Cathay Pacific Airways, Japan Airlines
and All Nippon Airlines being its most significant customers.

TAECO is building a fifth double wide-body bay hangar which is planned
to open in mid 2007 and a sixth which is planned to open in the first
quarter of 2009. It is also building a new training centre. At the end of
2006 TAECO's headcount totalled 4,098.

Hong Kong Aero Engine Services Limited
HAESL (45% owned) overhauls Rolls-Royce engines at its facility at

Tseung Kwan O. It faced strong demand throughout the year and worked
at close to the maximum sustainable capacity of its workforce handling
212 engine equivalents as compared to 202 for 2005. Singapore Aero
Engine Services Pte. Limited (“SAESL"), in which HAESL has a 20%
interest also had a strong year with increased turnover and profitability.
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The Group's share of the after-tax profit of HAESL including its interest in
SAESL rose by 23% to HK$282 million.

HAESL increased its headcount by 55 and further enhanced its
component repair capability during the year with its turbine blade repair
cell gaining the ‘gold centre of excellence’ award from Rolls-Royce Aero
Repair & Overhaul. It also commenced construction of a HK$85 million
2,800 square metre extension to its facility.

Other Jointly Controlled Companies
The Group's other jointly controlled companies comprise:

e EADS SOGERMA HAECO Services Company Limited (50% owned)
which provides computerised testing of components.

* Honeywell TAECO Aerospace (Xiamen) Company Limited (25% owned
by HAECO and 10% by TAECO) which overhauls auxiliary power units
and other rotables.

* Goodrich Asia-Pacific Limited (49% owned) refurbishes carbon brakes
and overhauls wheel hubs at Fanling, in Hong Kong.

e Goodrich TAECO Aeronautical Systems Limited (35% owned by TAECO)
overhauls fuel control systems and pumps in Xiamen.

* |N-Services Asia Limited (35% owned) sells Intertechnique components,
and provides a warranty and repair service to customers.

® Taikoo (Shandong) Aircraft Engineering Company Limited, (30% owned
by HAECO and 10% by TAECO) provides a heavy maintenance service
at Jinan for Boeing 737 and other narrow-bodied aircraft. It also
provides Boeing 737 passenger to freighter conversions.

All these companies produced improved results with exception of
EADS SOGERMA HAECO which experienced lower work volumes. Their
total contribution to the Group's results increased by 26% to HK$39
million.

In February 2007, HAECO acquired EADS SOGERMA's 50% interest
in EADS SOGERMA HAECO to make it a wholly owned subsidiary and
renamed it HAECO ATEC Component Service Limited.
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Financial Review M%EE
Change |
2006 2005 #iE

(in HK$ Million) (BEEET)

Consolidated profit and loss account HFARAE

Turnover 3,844 3,121 23 EXEHE
The increase in turnover comprises a 10% increase for the EELELN BEAREEENERERES
Company's Hong Kong operations and a 54% increase for ZTREMAGRBEIBARANEREREI2H
TAECO. T e

Operating profit 749 501 50 EBEHA
The increase in operating profit is driven primarily by the EERAEM TERANEMAATREIREZA
growth in turnover and by improved margins at TAECO arising AEEFEMURBERABRANE - EEEQ
from the increase in its volume of business. It comprises an AEEBNEBERERS 2N REFAAE R
increase of 6% for the Company’s Hong Kong operations and a IRARNEREERIZ—B—TH -
115% increase for TAECO.

Share of after-tax results of jointly controlled companies 330 267 24 BERERRRHBERE
HAESL and SAESL account for HK$282 million of the profit. The ﬁ}gg{i%%ﬁ%ﬁfﬂgﬁﬁﬁ&%bﬂi&ﬁ’_}g‘}%
HK$48 million profit from other jointly controlled companies Eﬁ%'%fﬂ?ﬁﬁ%@aﬁmﬁiﬁm&—%)\?—é‘%mﬁ
includes HK$9 million attributable to minority interests and A xﬁh?ﬁ%?{lﬁ%ﬁ%éﬁ@%%ﬂﬂ )
HK$39 million attributable to HAECO's shareholders. BEIBERBEGREENERTRBRIE

BRREEENES=FAEETR °

Profit for the year 1,028 710 45 AEHEA
This comprises HK$847 million attributable to HAECO AEGRNOEBRIRRREESRNBENAEOT
shareholders and HK$181 million attributable to minority tEER  PERRELGIEE-—BAT-BE
interests. The main elements of the profit are HAECO's Hong T BNTERBERIREEENERBR =R
Kong operations HK$305 million, TAECO HK$394 million and ZHEBR EMALREIBORBE=ZELT
HAESL HK$282 million. MNEEL REBMZHBRESRBEQRBE=

BNF-HET

Consolidated balance sheet HREREARSE

Non-current assets 4,063 3,495 16 kRBEE
The majority of the net increase of HK$568 million during the FREMFELBEIBATNEER » K¥2D
year arose from HK$690 million capital expenditure offset by BB AEBATEAHTERMHEREBH G-
HK$229 million depreciation and amortisation. TAEBRERMEAE

Net current assets RBEEFE
Deposits and bank balances 834 877 -5 BEREBTER
Working capital assets 769 643 20 EELTEE
Working capital liabilities (981) (598) 64 EEELAER
Net current assets 622 972 33 RBEETFE
The increase in working capital assets and liabilities is driven EELESEERABEN NREELEEERE
by the growth in the Group’s business volume and AR IE AT

accruals for capital expenditure payments.
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Change

2006 2005 i@ °
(in HK$ Million) (B EET)
Consolidated cashflow statement FATaRER
Net cash generated from operating activities 1,063 843 26 EEXBELNRTFHE
HK$505 million was generated by HAECO's own operations BELESIABRRBRIRAGNEREL 8
and HK$557 million by TAECO. BARATLEERMENALGREIRAAES -
Purchases of property, plant and equipment 690 546 26 BEWX- BERRB
Capital expenditure during 2006 included HK$505 million TEERENEABREEARTREREIE
on new hangars and HK$47 million on rotables managed for ZREER  RARAMEARNEEUEIEHE
airlines. BNTtEER -
Dividends and loan repayments received from jointly 321 318 1 REZRRAEEHREREN

controlled companies
Dividends received in 2006 comprised HK$299 million
from HAESL and HK$16 million from Goodrich Asia Pacific.

—EEAEUBNREBERAT EME R EE
ERELRABE _BATAEE TR REGoodrich
Asia PacificB¥—FT BB °

N

N

Net Liquid Funds and Financing

The Group had deposits and net cash equivalents of HK$834 million at
31st December 2006 together with committed but undrawn banking
facilities of HK$400 million. This is considered sufficient to meet
its committed operating, working capital and capital expenditure
requirements for 2007.

Currency Fluctuations

The Group’s income is substantially in HK dollars and US dollars and is
matched by expenditure in the same currencies. The exception to this is
TAECO which has substantial Renminbi expenditure. TAECO reduces its
exposure to changes in the exchange rate of the Renminbi against the
US dollar by retaining surplus funds in Renminbi and by selling US dollars
and HK dollars forward for Renminbi. At 31st December 2006, TAECO
had sold forward a total of US$31 million and HK$680 million to fund
part of its Renminbi requirement for 2007, 2008 and 2009.
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