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The directors herein 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 Group is principally engaged in providing logistics
infrastructure and ancillary services as well as investment,
operation and management of related assets and projects.
Particulars of the principal activities of the Company’s principal
subsidiaries, associates and jointly controlled entities are set
out in note 42 to the financial statements.

SEGMENT INFORMATION

An analysis of the Group’s turnover and contribution to the
results by principal activities and geographical area of operations
for the year ended 31 December 2006 is set out in note 5 to
the financial statements.

RESULTS OF THE GROUP

The Group’s results for the year ended 31 December 2006
and the state of affairs of the Company and the Group as at
that date are set out in the financial statements on pages 85
to 188.

DIVIDENDS

The board of directors recommended the payment of a final
dividend of HKO.6 cent per share (2005: HK0.55 cent per
share) amounting in aggregate to HK$72.53 million (2005:
HK$62.46 million) in respect of the year ended 31 December
2006.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets and
liabilities of the Group for the last five financial years, as extracted
from the audited financial statements and reclassified as
appropriate, is set out on pages 8 to 9 of this Annual Report.
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group during the year are set out in note 6 to the financial
statements.

INVESTMENT PROPERTIES

Details of the movements in the investment properties of the
Group during the year are set out in note 7 to the financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the share capital and share options
of the Company during the year, together with the reasons
therefor, are set out in note 20 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-Laws or the Companies Act 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

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

RESERVES

Details of the movements in the reserves of the Company
and the Group during the year are set out in note 21 to the
financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2006, the Company’s distributable reserves
available for distribution to shareholders, comprising contributed
surplus and retained earnings, amounted to HK$318,857,000
(2005: HK$219,589,000). The share premium of the Company
may be distributed in the form of fully paid bonus shares.
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MAJOR CUSTOMERS AND SUPPLIERS

Both the turnover attributable to the largest five customers
combined and the purchases attributable to the largest five
suppliers combined of the Group accounted for less than 30%
of the Group’s total turnover and purchases respectively for
the year.

DIRECTORS

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

Executive directors

Mr. Guo Yuan (appointed on 15 August 2006)
Mr. Li Jing Qi

Mr. Liu Jun

Mr. Li Hei Hu (resigned on 15 August 2006)
Mr. Chen Chao (resigned on 15 August 2006)
Mr. Qiao Gang (resigned on 15 August 2006)

Non-executive directors
Mr. To Chi Keung, Simon
Mr. Zhang Hua Qiao (appointed on 26 April 2006)

Independent non-executive directors
Mr. Leung Ming Yuen, Simon

Mr. Ding Xun

Mr. Nip Yun Wing

In accordance with the Company’s Bye-Law 100 (supplemented
by Bye-Law 189(v)), Mr. Guo Yuan will retire at the forthcoming
annual general meeting and, being eligible, will offer himself
for re-election as a director of the Company.

In accordance with the Company’s Bye-Law 109(A), Messrs.
Liu Jun, Ding Xun and Nip Yun Wing will retire by rotation at
the forthcoming annual general meeting and, being eligible,
will offer themselves for re-election as directors of the Company.
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DIRECTORS’ INTERESTS IN CONTRACTS

None of the directors had a material interest, whether directly
or indirectly, in any contract of significance to the business
of the Group to which the Company or any of its subsidiaries
was a party during the year.

DIRECTORS’ INTERESTS IN SECURITIES

The interests of the directors in the share options of the Company
are separately disclosed in the section headed “SHARE OPTION
SCHEME” below.

As at 31 December 2006, the interests and short positions of
the directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or any of
its associated corporation (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFQO”)) as recorded in
the register required to be kept by the Company 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”)
contained in the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) were as follows:

REQATEBRZHRE Long positions in ordinary shares of the Company
KGR AT
g EREE ERITREAZEDHL
EENR Number of ERME Approximate % of
Name of ordinary shares 54 Nature issued share capital of
directors held Capacity of interest the Company
FRE 20,000,000 EnEBA fEA 0.17%
Li Jing Qi beneficial owner personal
2 = 19,000,000 EmBEAA & A 0.16%
Liu Jun beneficial owner personal
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DIRECTORS’ INTERESTS IN SECURITIES (continued)

Save as disclosed above and in the section headed “SHARE
OPTION SCHEME” below, as at 31 December 2006, none of
the directors or chief executives of the Company had any
interests or short positions in shares, underlying shares and
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 by the Company 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 under the sections headed “DIRECTORS’
INTERESTS IN SECURITIES” above and “SHARE OPTION
SCHEME” below, at no time during the year were rights to
acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate granted
to any directors, chief executives or their respective spouse
or children under 18 years of age, or were any such rights
exercised by them, or was the Company or any of its subsidiaries
a party to any arrangement to enable the directors, chief
executives, their spouse or children under 18 years of age to
acquire such rights in any other body corporate.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Scheme”)
at a special general meeting held on 30 April 2004. The Scheme
is valid and effective for a period of 10 years commencing on
30 April 2004 and is a share incentive scheme to reward and
motivate the eligible participants whose contributions are
important to the long-term growth and profitability of the Group.
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SHARE OPTION SCHEME (continued)

Eligible participants of the Scheme include person being (a)
any full-time employee of the Group, (b) any director (including
executive, non-executive or independent non-executive directors)
of the Group, associates and jointly controlled entities of the
Group or (c) any substantial shareholder of the Company, to
be determined by the board of directors.

The total number of shares of the Company available for issue
under the Scheme is 1,143,281,162 shares which represent
approximately 9% of the issued share capital of the Company
as at the date of this Annual Report. The total number of
shares of the Company issued and to be issued upon exercise
of the share options granted to each eligible participant (including
both exercised and outstanding share options) under the Scheme
in any 12-month period must not exceed 1% of the shares of
the Company in issue. Where any further grant of share options
to an eligible participant would result in the shares of the Company
issued and to be issued upon exercise of all share options
granted and to be granted to such eligible participant (including
exercised, cancelled and outstanding share options) in the
12-month period up to and including the date of such further
grant representing in aggregate over 1% of the shares of the
Company in issue, such further grant must be separately approved
by the shareholders of the Company in general meeting.

An offer of a grant of share options under the Scheme may
be accepted within 7 days from the date of the offer with a
cash consideration of HK$1 payable by the grantee to the
Company. The period for the exercise of a share option is
determined by the board of directors, but in any event such
period shall not go beyond 5 years from the date of offer.

Under the Scheme, the subscription price is solely determined
by the board of directors and shall be at least the higher of:
(i) the closing price of the shares of the Company as stated in
the Stock Exchange’s daily quotations sheet on the date of
offer; (i) the average of the closing prices of the shares of the
Company as stated in the Stock Exchange’s daily quotations
sheets for the 5 business days immediately preceding the
date of offer; and (iii) the nominal value of a share of the Company
on the date of offer.
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TREIIBREAFEREEEATEZER  The following table lists the details of the outstanding share
BRAFEANEE 2515 options which were granted under the Scheme and their
movements during the financial year:

#LERERE KRR
(BNEERAHATE) TR ER
Number of unlisted share options Share price of
(physically settled equity derivatives) the Company**
‘ EREE/  HoREAE HEBE HEBE
SN 2 ot ) %3 128 B BER BlAY fkAH
HEZRER -f-H FREH Enfig  Cancelled/ =t- BRE i RE* As at Asat
Name and As at Granted  Exercised lapsed As at REAH Exercise Exercise the date the date
category 1 January during during during 31 December  Date of grant of period of price of of grantof  of exercise of
of participants 2006 the year the year the year 2006 share options* share options ~ share options™ share options  share options
B BB BB
HKS HKS HKS
B2
Directors
FERRE 35,000,000 - - - 35,000,000 ITRE CEERF-FTAA 0.282 0.285 TR
Mr. Li Jing Qi -AthE EZZ-TF-F1-H N/A
19 January 2005 19 January 2005 to
11 January 2010
HEpLa 30,000,000 - — - 30,000,000 —T%RE ZZERE-ANA 0.282 0.285 il
Mr. Liu Jun -AthE EZZ-TF-F1-H N/A
19 January 2005 19 January 2005 to
11 January 2010
HEswEsE 1,000,000 - - - 15,000,000 ITRE CEERF-FTARA 0.282 0.285 AR
Mr. To Chi Keung, -AthE E-3-2%5-F1-H N/A
Simon 19 January 2005 19 January 2005 to
11 January 2010
FrEsE - 40,000,000 - - 40,000,000 e e 55 ERACA 0.376 0.365 TR
Mr. Zhang Hua Qiao fAZH Z-F--¥WA-tEA N/A
2 May 2006 2 May 2006 to
25 April 2011
RERAE 45,000,000 - - — 45,000,000 ZITRE  ZEERF-ATAA 0.282 0.285 ¥l
Mr. Li Hei Hu* -AthE EZZ-TF-F1-H N/A
19 January 2005 19 January 2005 to
11 January 2010
Bafk: 40,000,000 - - - 40,000,000 “5TRE ZETRE-ATAA 0.282 0.285 TR
Mr. Chen Chao® -FthB E-F-TF-F1-A N/A
19 January 2005 19 January 2005 to
11 January 2010
BhlkE: 20,000,000 — 20,000,000 - - Z5TRE ZETRE-ATAA 0.282 0.285 0.376
Mr. Qiao Gang? -AthA 2-5-FF-B1-H
19 January 2005 19 January 2005 to
11 January 2010
185,000,000 40,000,000 20,000,000 - 205,000,000
AftRS
Other employees
fit 110,500,000 — 39,500,000 - 71,000,000 “T%hE ZIERE-ANA 0.282 0.285 0.402
In aggregate -AthA EZ3-F5-A1-A
19 January 2005 19 January 2005 to
11 January 2010
295,500,000 40,000,000 59,500,000 - 276,000,000
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SHARE OPTION SCHEME (continued)

# Messrs. Li Hei Hu, Chen Chao and Qiao Gang resigned as executive directors
of the Company on 15 August 2006.

Under the Scheme, there is no vesting period of the share options.

The exercise price of the share options was subject to adjustment in the
case of rights or bonus issues, or other similar changes in the Company’s
share capital.

The share price of the Company disclosed as at the date of the grant of
the share options was the closing price as quoted on the Stock Exchange
of the trading day immediately prior to the date of the grant of the share
options. The share price of the Company disclosed as at the date of exercise
of the share options was the weighted average closing price of the shares
immediately before the date on which the share options with the disclosure
category were exercised.

In accordance with the requirements under Hong Kong Financial
Reporting Standard 2 “Share-based Payments”, the cost of
approximately HK$1.676 million in respect of the share options
granted by the Company during the year was recognised in
the consolidated income statement of the Group. Upon exercise
of the share options, the resulting shares issued are recorded
by the Company as additional share capital at the nominal
value of the shares, and the excess of the exercise price per
share over the nominal value of the shares is recorded by the
Company in the share premium account. Share options which
lapse or are cancelled prior to the expiration of their exercise
date are deleted from the register of outstanding share options.

Details of the model and significant assumptions used to estimate
the fair value of the share options granted by the Company
to eligible participants during the year are set out in note 20
to the consolidated financial statements. Such option pricing
model requires input of subjective assumptions. Any changes
in the subjective input assumptions may materially affect the
estimation of the fair value of the share options.
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FTERRREHF2ER SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SECURITIES

RZZEXF+-_A=+—H REZFEHFKL Asat 31 December 2008, the interests and short positions of

HI S P EEXVERE 336K B EAR N AIZEHTFE  the substantial shareholders, other than directors or chief

ELMATREs: KRR EERE (VB executives of the Company, in the shares and underlying shares

REFHTETHRAE)RAQAMEKM KL of the Company as recorded in the register required to be

MEEROMERRABESDT kept by the Company under section 336 of Part XV of the
SFO are set out below:

REQXBEBERREERDZHFE Long positions in ordinary shares and underlying
shares of the Company
KGR AT
2 BITRAE
ZBETH
Fris Fris1EEd Approximate
EZEREE BROEE % of issued
RERAE Number of Number of share capital
Name of ordinary underlying 5% of the
shareholders shares held shares held Capacity Company
RYTIRE BB A] 4,836,363,636 — XERAEzER 40.01%
(RIIEE D) —#iz01) interest of controlled
Shenzhen Investment Holding corporations
Corporation (“SIHC”) — Note(1)
RYIKE — mis2) — 904,109,589 ExlBA 7.48%
SIHC — Note (2) beneficial owner
Ultrarich International 4,836,363,636 — EmEAA 40.01%
Limited ([Ultrarich]) beneficial owner
— FEE(3)
— Note (3)
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(1) Ultrarich &R YIIBE 2 2 BB AT - BURYITEH
WBYEER PR Ultrarich#$ 74 2 4,836,363,636/1%
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SECURITIES (continued)

Notes:

M

Ultrarich is a wholly-owned subsidiary of SIHC and accordingly SIHC was
deemed to be interested in the 4,836,363,636 shares owned by Ultrarich
as disclosed above.

SIHC owns a non-interest bearing convertible note issued by the Company
with a principal amount of HK$330,000,000 carrying rights to convert into
904,109,589 ordinary shares in the Company at an initial conversion price
of HK$0.365 per share, subject to adjustment. As at 31 December 2006,
SIHC has not exercised any conversion rights of the convertible note. The
aforesaid convertible note was unlisted and physically settled equity derivative.

Mr. Li Jing Qi and Mr. Liu Jun are directors of Ultrarich which has an
interest or short position in the shares and underlying shares of the Company
which would fall to be disclosed under Divisions 2 and 3 of Part XV of the
SFO.

Save as disclosed above, as at 31 December 2006, the Company
had not been notified by any substantial shareholders, other
than directors and chief executives of the Company, who had
interests or short positions in the shares and underlying shares
of the Company which are required to be recorded in the
register required to be kept under section 336 of Part XV of
the SFO.
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OTHER PERSONS’ INTERESTS IN SECURITIES

As at 31 December 2006, the interests and short positions of
other persons who had interests and short positions in the
shares and underlying shares of the Company, which are required
to be recorded in the register kept by the Company under
section 336 of Part XV of the SFO are set out below:

REQXFREBEBRZEFR Long positions in ordinary shares of the Company
HIERAT
ERITRA
MBS
g Approximate
EBRHA % of issued
BRERE Number of share capital
Name of ordinary L) of the
shareholders shares held Capacity Company
FRB—H01) 802 803,485,000 SRGTONIAR 6.65%
Li Ka Shing — Notes (1)8(2) 2 NI [Eok - Ea
founder of discretionary
trusts and interest of
controlled corporations
Li Ka-Shing Unity Trustee 803,485,000 EREAREREXE 6.65%
Corporation Limited ([TDT1]) trustee and
— K1) R(2) beneficiary of a trust
— Notes (1)&(2)
Li Ka-Shing Unity 803,485,000 EEAREEZHEA 6.65%
Trustcorp Limited ([TDT2]) trustee and
— K1) R(2) beneficiary of a trust
— Notes (1)&(2)
Li Ka-Shing Unity Trustee 803,485,000 fEsEA 6.65%
Company Limited ([TUT1]) trustee
— BiE(1) &(2)
— Notes (1)&(2)
RI1IB% (58) ARAA 803,485,000 REHIA RS R 6.65%

(ITREL) —wma1)k2)
Cheung Kong (Holdings)
Limited (“CKH”) — Notes (1)&(2)
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(a)  EStarcom Venture Limited ([Starcom)) 5
#1266,835,000/%A% 15 + MStarcomBARELE
A 19 M B 2 7 Cheung Kong Investment
Company Limited®h2&MBAT : K&

(b) B Campsie Developments Limited
([Campsiel) # 45 #)536,650,0008& 815 + M
Campsie M EIHBR AR ([MEF]) 2E6%
A HIFT 8 2 BHutchison International Limited
HEEWBAF -

(2)  F@:HeE  FBELAERTERLESTERBELKa-
Shing Unity Holdings Limited ([Unity Holdings]) =
PDZ—BEBITRA - MZARAEFETUTINRIE %
T B A o TUT1LA The Li Ka-Shing Unity Trust
(UMD EFEAR SR - ERETARGEEERE=
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OTHER PERSONS’ INTERESTS IN SECURITIES (continued)

Notes:
(1) Such shares in the Company comprise:

(a) the 266,835,000 shares held by Starcom Venture Limited (“Starcom”),
a wholly-owned subsidiary of Cheung Kong Investment Company
Limited, which in turn is a wholly-owned subsidiary of CKH; and

(b) the 536,650,000 shares held by Campsie Developments Limited
(“Campsie”), a wholly-owned subsidiary of Hutchison International
Limited, which in turn is a wholly-owned subsidiary of Hutchison
Whampoa Limited (“HWL”).

(2) Li Ka-Shing Unity Holdings Limited (“Unity Holdings”), of which each of
Mr. Li Ka Shing, Mr. Li Tzar Kuoi, Victor and Mr. Li Tzar Kai, Richard is
interested in one-third of the entire issued share capital, owns 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 is entitled to exercise or control the exercise of more than one-third
of the voting power at their general meetings, hold more than one-third of
the issued share capital of CKH. Certain subsidiaries of CKH are entitled
to exercise or control the exercise of more than one-third of the voting
power at the general meetings of HWL.

In addition, Unity Holdings also owns 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 holds units in UTT.

By virtue of the SFO, each of Mr. Li Ka Shing (being the settlor and may
being regarded as a founder of DT1 and DT2 for the purpose of the SFO),
TDT1, TDT2, TUT1 and CKH is deemed to be interested in the aggregate
803,485,000 shares of the Company held by Starcom and Campsie.

Save as disclosed above, as at 31 December 2006, the Company
had not been notified by any other persons who had interests
or short positions in the shares and underlying shares of the
Company, which are required to be recorded in the register
required to be kept under section 336 of Part XV of the SFO.
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RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS

Details of significant related party transactions and the connected
transaction under the Listing Rules of the Group during the
year are set out in note 40 to the financial statements.

The Company confirms that, in respect of the connected
transaction, it has complied with the disclosure requirements
in accordance which Chapter 14A of the Listing Rules.

EVENTS AFTER THE BALANCE SHEET DATE

Details of significant events after the balance sheet date of
the Group are set out in note 41 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, as at the date of
this report, the Company has maintained a sufficient public
float of more than 25% of the Company’s issued shares as
required under the Listing Rules.

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Company are set out in the Corporate Governance Report
on pages 61 to 82 of this Annual Report.

AUDITORS

There have been no changes of the auditors of the Company
during the past three years. Messrs. PricewaterhouseCoopers
will retire and a resolution for their re-appointment as the auditors
of the Company will be proposed at the forthcoming annual
general meeting.

ON BEHALF OF THE BOARD

Guo Yuan
Chairman

Hong Kong, 28 March 2007



