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The directors have pleasure in presenting to the shareholders their report
and the audited financial statements for the year ended 31 December
2006.

The Group is principally engaged in retail, beverage, food processing and
distribution, textile, property investment and petroleum and related
products distribution businesses. The principal activities of the Company
are property investment and investment holding. The activities of its
principal subsidiaries and associates are shown on pages 161 to 169. An
analysis of the Group’s performance for the year by business segments is
set out in note 5 to the financial statements.

The consolidated profit and loss account is set out on page 85 and shows
the Group’s profit for the year ended 31 December 2006.

An interim dividend of HK14 cents per ordinary share amounting to HK$328
million was paid to shareholders during the year.

A special dividend of HK$1 per ordinary share amounting to HK$2,356
million was paid to shareholders in December 2006.

The directors recommend a final dividend of HK26 cents per ordinary
share amounting to approximately HK$616 million payable on or about
15 June 2007 to all persons registered as holders of ordinary shares on
28 May 2007.

Movements in the fixed assets of the Group and the Company during the
year are set out in note 15 to the financial statements.

A schedule of the principal properties of the Group is set out on pages
170to 173.

Movements in the share capital during the year are set out in note 31 to
the financial statements.

Movements in the reserves of the Group and the Company during the
year are set out in the consolidated statement of changes in equity and
note 32 to the financial statements respectively.
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Donations made by the Group during the year amounted to approximately
HK$1 million.

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

Chairman
Mr. Song Lin

Managing Director
Mr. Chen Shulin

Deputy Managing Directors
Mr. Keung Chi Wang, Ralph
Mr. Wang Qun (Re-designated as Deputy Managing
Director on 10 March 2006)
(Re-designated as Deputy Managing
Director on 10 March 2006)
(Re-designated as Deputy Managing

Director on 10 March 2006)

Mr. Lau Pak Shing

Mr. Kwong Man Him

Directors

Mr. Qiao Shibo (Re-designated as non-executive director
(Non-executive Director) on 10 March 2006)

Mr. Yan Biao (Re-designated as non-executive director
(Non-executive Director) on 10 March 2006)

Mr. Jiang Wei

(Non-executive Director)

Mr. Wang Shuaiting
(Non-executive Director)

Mr. Xie Shengxi
(Non-executive Director)

Dr. Chan Po Fun, Peter
(Independent Non-executive
Director)

Mr. Houang Tai Ninh
(Independent Non-executive
Director)

Dr. Li Ka Cheung, Eric
(Independent Non-executive
Director)

Mr. Cheng Mo Chi
(Independent Non-executive
Director)

The Hon. Bernard Charmwut Chan (Appointed on 30 November 2006)
(Independent Non-executive
Director)

Mr. Siu Kwing Chue, Gordon
(Independent Non-executive
Director)

(Appointed on 10 March 2006)

(Appointed on 30 November 2006)
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EE 2R E Report of the Directors

In accordance with Article 110 of the Company’s Articles of Association,
Mr. Wang Qun, Mr. Lau Pak Shing, Mr. Qiao Shibo, Mr. Yan Biao, Mr.
Jiang Wei and Dr. Chan Po Fun, Peter shall retire by rotation and are
eligible for re-election.

In accordance with Article 115 of the Company’s Article of Association,
The Hon. Bernard Charnwut Chan and Mr. Siu Kwing Chue, Gordon shall
retire and are eligible for re-election.

None of the directors has a service contract with the Company or any of
its subsidiaries which is not determinable by the employing company within
one year without payment of compensation, other than statutory
compensation.

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

Biographical details of directors and senior management are set out on
pages 44 to 49.

During the year, the Company operates a share option scheme for the
purpose of promoting additional commitment and dedication to the
objectives of the Company by the participants (the “New Scheme”). In
addition, certain outstanding share options were still held under a share
option scheme which subsisted until 31 January 2002 and was terminated
on 31 January 2002 (the “Old Scheme”).
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The New Scheme was approved by the shareholders in general meeting
on 31 January 2002, which is subsequently amended on 20 August 2004
by ordinary resolution passed by shareholders, and shall expire on 31
January 2012. The board of directors of the Company may grant options
to eligible participants including employees, executive or non-executive
directors of the Group (or persons proposed to be appointed as such),
any discretionary object of a discretionary trust established by any
employee, executive or non-executive directors of the Group (or persons
proposed to be appointed as such), any executives and employees of
and consultants, professional and other advisors to the Group (or persons
proposed to be appointed as such), chief executive, substantial shareholder
of the Company, associated companies of the Group, associates of
directors, chief executive and substantial shareholder of the Company,
and employees of substantial shareholder and where a substantial
shareholder is a company, employees of subsidiaries of a substantial
shareholder.

Subject to the requirements of the prevailing Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“Listing
Rules”), the exercise price shall be such price determined by the board of
directors at its absolute discretion. The maximum entitlement of each
participant under the scheme (including options to be granted to the
directors, chief executive or substantial shareholder of the Company, or
any of their respective associates) is equivalent to the maximum limit
permitted under the prevailing Listing Rules. The scheme mandate limit
under the New Scheme was refreshed and renewed by ordinary resolution
passed by the shareholders at an extraordinary general meeting held on
20 August 2004 which enabled the grant of further share options to
subscribe up to 210,462,321 shares representing 10% of the shares in
issue as at the said date. As at the date of this report, the total number of
shares available for issue upon exercise of all options which may be granted
under the New Scheme is 159,686,321 shares which represent 6.77% of
the issued share capital of the Company.

Share options are generally either fully vested and exercisable within a
period of 10 years immediately after the date of grant or are vested over a
period of time up to a maximum of four years after the acceptance of a
grant.

Save as disclosed below, no share options have been granted (or granted
in excess of individual limit), exercised, cancelled or lapsed in accordance
with the terms of the relevant share option scheme during the year in
relation to each of the directors or their respective associates, employees,
and other participants of the share option scheme.
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EERE Name of director

BITRFHRTEE  Executiveand
Non-Executive
Directors

KA Song Lin

BRI Chen Shulin

EZ VN Keung Chi Wang, Ralph

TE# Wang Qun

EER Lau Pak Shing

B3R Kwong Man Him

B Qiao Shibo

B Yan Biao

& Jiang Wei

A= Xie Shengxi

i Sub-total

BuFnqTES Independent
Non-executive
Directors

RER Chan Po Fun, Peter

BRE Houang Tai Ninh

E¥ ¢ Li Ka Cheung, Eric

Nt Sub-total

Bif Total

RHBH

Date of grant

20/06/2000
07/02/2002
14/01/2004
21/11/2000
07/02/2002
14/01/2004
02/06/2004
20/06/2000
07/02/2002
14/01/2004
02/06/2004
20/06/2000
07/02/2002
20/06/2000
14/01/2004
02/06/2004
07/02/2002
14/01/2004
02/06/2004
07/02/2002
14/01/2004
20/06/2000
07/02/2002
08/03/2002
08/03/2002

02/06/2004
02/06/2004
02/06/2004

fTfE®
AR
Exercise
Price

HK$

719
717
9.72
7.08
717
9.72
9.55
719
747
9.72
9.55
719
717
719
9.72
9.55
717
9.72
9.55
717
9.72
719
717
7.50
7.50

9.56
9.55
9.56
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EE 2R E Report of the Directors

(a) Directors or their associates
As at 31 December 20086, the following directors had interests in
respect of options to subscribe for shares granted under the Old
Scheme and the New Scheme of the Company. Share options held
by directors granted under such schemes are set out below:

RRERE" FAERGER
Number of share options' Price of Company’s shares?
R-FERE
R-BERE +ZF ERHiz Effffz
-B-B REEE REEE REEE  REEE =1+-H fRlE R
i RATE 0] Ly i3 K% HERTR BT BRI
Outstanding Granted Exercised  Cancelled Lapsed Outstanding For options  For options
at duringthe  duringthe  duringthe  during the at granted exercised
1/1/2006 year year year year  31/12/2006 HK$ HK$
200,000* - 200,000* - - - - 16.298
2,000,000 - 2,000,000 - - - - 16.228
2,500,000 - 2,500,000 - - - - 16.241
1,186,000 - 1,186,000 - - - - 15.991
1,326,000 - 1,326,000 - - - - 16.228
2,000,000 - 2,000,000 - - - - 16.241
1,500,000 - 1,500,000 - - - - 16.250
1,400,000 - 1,400,000 - - - - 16.194
500,000 - 500,000 - - - - 16.228
216,000 - 216,000 - - - - 16.241
850,000 - 850,000 - - - - 16.250
400,000 - 400,000 - - - - 16.194
400,000 - 400,000 - - - - 16.228
1,000,000 - 1,000,000 - - - - 16.194
500,000 - 500,000 - - - - 16.241
1,000,000 - 1,000,000 - - - - 16.250
2,000,000 - 2,000,000 - - - - 16.228
222,000 - 222,000 B = = B 16.241
772,000 - 772,000 - - - - 16.250
1,800,000 - 1,800,000 - - - - 16.228
2,000,000 - 2,000,000 - - - - 16.241
3,000,000 - 3,000,000 - - - - 16.194
1,000,000 - 1,000,000 - - - - 16.228
600,000 - 600,000 - - - - 16.308
180,000 - 180,000 - - - - 16.308
28,552,000 - 28,552,000 - - - - -
200,000 - - - - 200,000 - N/AS
200,000 - - - - 200,000 - N/A®
200,000 - - - - 200,000 - N/AS
600,000 - - - - 600,000 - -
29,152,000 - 28,552,000 - - 600,000 - -

*

By virtue of Section 344 of the Securities and Futures Ordinance
(“SFQ”), Mr. Song Lin is deemed to be interested in the share option
for 200,000 ordinary shares granted by the Company to his spouse.
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(b) Employees and other participants

Except for all non-executive directors, all directors of the Company

are employees of the Group and details of share options held by

them are disclosed in paragraph (a) above. Summary of share options

granted to employees of the Group (other than directors of the

Company) and other participants are set out below.

(i)

ERERE

Number of share options'

() REREWMSHEE
BRITAIEITESIN  ARRZFAEEEER
REEZRE  REREZBREEHEN L
X () BRI%KEE - U T EAEEEE (TREAR
NAEE) REMBEEREERENTER -
() EE(TEELLAFES)
RZBERE
TEE —A—H REERE
BT e RATIE B
Exercise  Outstanding Granted
B BAH Price at during the
Date of grant HK$ 1/1/2006 year
el
Old Scheme
20/06/2000 7.19 2,145,000 N/A3
21/11/2000 7.08 2,213,000 N/A®
/N5t Sub-total 4,358,000 N/A®
ikt 8l
New Scheme
07/02/2002 7.17 5,488,000 -
19/04/2002 7.40 3,650,000 -
23/05/2002 8.90 14,000 -
02/08/2002 8.32 3,834,000 -
07/11/2002 7.70 1,752,000 -
24/01/2003 7.25 578,000 -
14/04/2003 6.29 3,968,000 -
01/08/2003 7.10 660,000 -
08/10/2003 8.90 1,661,000 -
02/12/2003 9.00 1,070,000 -
14/01/2004 9.72 31,525,000 -
20/04/2004 9.89 5,216,000 -
25/05/2004 9.15 24,443,000 -
02/06/2004 9.55 300,000 -
22/07/2004 9.80 1,590,000 -
04/10/2004 10.35 45,464,000 -
17/01/2005 11.40 1,580,000 -
22/07/2005 12.50 960,000 -
/&t Sub-total 133,753,000 -
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Cpaid
Exercised
during the
year

1,670,000
1,268,000

2,938,000

4,854,000
3,366,000
14,000
2,454,000
1,752,000
528,000
3,694,000
580,000
1,220,000
1,070,000
13,430,000
2,296,000
20,289,000
300,000
1,252,000
27,514,000
580,000
240,000

85,433,000

REEE
Cancelled
during the

year

REEE
ES
Lapsed
during the
year

660,000

89,000
2,982,000
28,000

178,000
328,000
880,000

5,145,000

R-FER
+=A
=+-—H
ERITE
Outstanding
at
31/12/2006

475,000
945,000

1,420,000

634,000
284,000

720,000
50,000
274,000
80,000
352,000
15,113,000
2,892,000
4,154,000
160,000
17,622,000
120,000
720,000

43,175,000

Employees (other than directors of the Company)

FAERMBER

Price of Company’s shares?

(555,
10
BT

For options
granted
HK$

EfTfEZ
RERRiE
BT

For options
exercised
HK$

16.551
16.006

16.420
17.259
19.877
16.455
17.335
17.414
15.992
17.872
16.646
16.327
16.737
16.008
17.422
16.250
19.034
16.607
16.760
17.510
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(Z) REREMSHE @) (b) Employees and other participants (continued)
(i) EHpBHEE (i) Other Participants
BiEn e A AT G ERE?
Number of share options' Price of Company’s shares?
RZBER
RIBERE +=A (553, )4 2fTEZ
TEE —A—H REEE REEE REEE REEE =t+-d FRRRE RERRtE
BT e RATIE B 7€ 3] K% B RITE BT HBERT
Exercise  Outstanding Granted Exercised Cancelled Lapsed  Outstanding For options For options
BB Price at during the during the during the during the at granted exercised
Date of grant HK$ 1/1/2006 year year year year 31/12/2006 HK$ HK$
Hetal
New Scheme
05/03/2002 7.35 11,486,000 - 8,121,000 - - 3,365,000 - 17.452
23/05/2002 8.90 30,000 - 30,000 - - - - 19.877
14/04/2003 6.29 248,000 - 128,000 - - 120,000 - 15.992
/ET Sub-total 11,764,000 - 8,279,000 - - 3,485,000

RS B BB RE PSR 2 AR RIAEREAR D

Number of share options refers to the number of underlying shares in the
Company covered by the share options.

PRERDEREMEE 2 AR RIRNER - ARER 2. The price of the Company’s shares disclosed for options granted is the closing
BESEREAH—EXSA  BRNEEEHER price quoted on The Stock Exchange of Hong Kong Limited (the “Stock
SMBERAR ([BAFT]) Rz mE - RFEAD Exchange”) on the trading day immediately before the date of the grant of
TTERBARAE T 2 R A RIRIDENR - AEEBERE the respective options. The price of the Company’s shares disclosed for the
1118 B EART - R A BE S FTFT Rz W (B 2 hn i options exercised during the year is the weighted average of the closing
g - prices quoted on the Stock Exchange immediately before the date of exercise
of options.
BB T IE AR M ERAN A & 5 TR TSR B 765 25 B The accounting policy adopted for the share options granted is set out in
A note 2Q to the financial statements.
EfBER=ETF—A=+—ATFUKILE " Bt 3. The Old Scheme was terminated on 31 January 2002, and therefore no
A% - RARIBIEBRBRE SR E I REARE - options have been granted under the Old Scheme since then.
EXFrE R 2 BRE RSN L B RER T F 4. All the share options granted as mentioned above will expire on the date
Z BEm - MEREHERE s RER/BEIT - falling ten years from the date of grant and consideration for each grant is
HK$1.00.
BRI 2 BRABAREN R FE NI EITE - HUR 5. As the relevant share options granted have not been exercised during the
BERRELTER - year under review, no price disclosure is applicable.
BRE—RA—XZHHBE - NEHAHRAIAT 6.  Share options are generally either fully vested and exercisable immediately

RO BOHLEE -
18 -

AmEE AR NER

after the date of grant or vested in five tranches and exercisable over a
period of 4 years from date of grant.
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(F) RAQRAEBITLERRERBHGFEEH
e
¥a %A
EEns Long position/

Name of Directors Short position

EN R
Song Lin Long position
PR A& HE
Chen Shulin Long position

=P S}
Keung Chi Wang, Ralph Long position

As at 31 December 2006, the interests and short positions of the directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations, within the
meaning of Part XV of the SFO, which have been notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO, including interests and short positions which the directors and chief
executive of the Company are taken or deemed to have under such
provisions of the SFO, or which are required to be and are recorded in the
register required to be kept pursuant to section 352 of the SFO or as
otherwise required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies contained in the Listing Rules were as follows:

(@) Interests in issued ordinary shares and underlying shares of the

Company
AL L2
HEER B Aggregate
iav 4= Number of percentage of

Number of shares underlying shares’ interest? (%)

TE "R
Wang Qun Long position
2B "R

Lau Pak Shing

e
Kwong Man Him

Long position

FA
Long position

BK HE
Qiao Shibo Long position
i HE
Yan Biao Long position

1,800,000 - 0.08
2,412,000 - 0.10
1,166,000 - 0.05

360,000 0.02

1,000,000 0.04
1,194,000 0.05
1,400,000 0.06
2,600,000 0.1
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R

Jiang Wei

ThbE
Wang Shuaiting

il
Xie Shengxi

BR 3 25
Chan Po Fun, Peter

BARE

Houang Tai Ninh

FRE
Li Ka Cheung, Eric

B RARRM P RERAR

¥R e
Long position/
Short position

wE

Long position

ey}
Long position

ey}
Long position

ey}
Long position

Long position
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(@) Interests in issued ordinary shares and underlying shares of

the Company (continued)

G E DL
tHEAR BB Aggregate
iavg =] Number of percentage of

Number of shares

underlying shares'

interest? (%)

5 EX TRt 8] —EiRF il B R BB BHE P K fY
ARFERERD - ZEBRERBNIF LTAEYR
WHI B APTAET A -

EARBA RAABRO TR ABIERRARR=
ZERFT A=+ HEBTRALHENAD L -
FHERHRE S B LEF8.25%C BITRAZ AR
BA -

BHESSAMIEEIN ARENRBZEEHRE
ENBEHBEEAZENEER -

240,000 - 0.01
30,000 - 0.001
180,000 - 0.01
336,000 200,000 0.08
170,0008
- 200,000 0.01
- 200,000 0.01
1. This refer to underlying shares of the Company covered by share options

granted as detailed above under the section headed “Share Option
Schemes”, such options being unlisted physically settled equity derivatives.

2. This represents the percentage of the aggregate long positions in shares
and underlying shares of the Company to the total issued share capital of

the Company as at 31 December 2006.

3. Such interest is held by a company of which Dr. Chan Po Fun, Peter is
interested in 88.25% of its issued share capital.

4. Save as otherwise specified under note 3, interests disclosed hereunder are
being held by each director in his capacity as beneficial owner.

A% AR 2 7 China Resources Enterprise, Limited ® Annual Report 2006 43§ 67



EEE R Report of the Directors

(Z) REfzEEETEaERRERBRG PHEFAN (b) Interests in issued ordinary shares and underlying shares of

B associated corporations

AB - EFUESHEEEBER (ERRGEH As at the same date, certain directors had interests in the issued

RHABEN)) B2 31T MR RAR R T ordinary shares and underlying shares covered by options granted

BIPTR I RER D < BREP AR - % under the share option schemes of associated corporations (within

EHREBERLBNIE LMUBYRWHIRARLTE the meaning of SFO), such options being unlisted physically settled

THA: equity derivatives:

i) R—EEEEE-ZBEHWERARQA ()  Interests in issued ordinary shares and options outstanding
([FEEEM]) EBITEBREREBEHR under the share option schemes of an associated corporation,
BEERESS S RITEERE 2 China Resources Land Limited (“CR Land”):

T

bR

) AR AT E R & EklA

MR ERE BT Aggregate

3a/ %A e ¢E] Number of Exercise Percentage

EENE Long position/ Number of  share options Price R B of interest®

Name of Directors Short position shares outstanding’ HK$ Date of grant (%)

R HE - 900,000 1.230 01/06/20052 0.03
Song Lin Long position

PRABIIR HE - 700,000 1.230 01/06/20052 0.02
Chen Shulin Long position

EIE] Y HE - 500,000 1.270 02/06/2005° 0.02
Lau Pak Shing Long position

B 5= - 700,000 1.230 01/06/20052 0.02
Qiao Shibo Long position

B 5= 2,400,000 - - - 0.07
Yan Biao Long position

BiE 5= 892,000 - - - 0.03
Jiang Wei Long position

TR HE - 540,000 1.590 04/03/20025% 0.02
Wang Shuaiting Long position

HEBE=E HE 80,000 500,000 1.230 01/06/2005* 0.02
Xie Shengxi Long position
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EE 2R E Report of the Directors

Interests in issued ordinary shares and underlying shares of

associated corporations (continued)
The number of share options refers to the number of underlying shares of
CR Land covered by the share options.

Except for options granted by CR Land on 4 March 2002, 1 June 2005 and
2 June 2005 which are exercisable within a period of 10 years from the date
of grant, the expiry date for all other share options mentioned above is 27
May 2007. Consideration for each of the grants mentioned above is HK$1.00.

Options are vested in four tranches and exercisable on 2 June 2006, 2007,
2008 and 2009 to 1 June 2015. Consideration for the grant is HK$1.00.

Options are vested in four tranches and exercisable on 1 June 2006, 2007,
2008 and 2009 to 31 May 2015. Consideration for the grant is HK$1.00.

Options are exercisable from 4 March 2002 to 31 January 2012.
Consideration for the grant is HK$1.00.

This represents the percentage of the aggregate long positions in shares
and underlying shares of CR Land to the total issued share capital of CR
Land as at 31 December 2006.

All interests disclosed above are being held by each director in his capacity
as beneficial owner.
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() RERZECRITLERRARBY PHEEN
i

(i) BE-HEBEE - EHBSER AR

([FEEBE) BT ERR RREER

BB R EST B MR ITEERE

N

M

138/ %A
Long position/

Esnz

Name of Directors Short position

R e
Song Lin Long position
e
Long position
HRe A
Yan Biao Long position
BE e
Jiang Wei Long position
FHIEE e
Wang Shuaiting Long position
Eill= e
Xie Shengxi Long position

1. BRUEBE BTSN EE B BRI )
B -

2. EEEMERMNFEBRBRG KA BRBISER
BER —ETRE T A=+ HEBTRAEHD
Bk e

3. BhEIRRLEBBREADES TFHBEA
1 -

4, B 2 R P R — ST —FANAES
—ZT——FPANBIEEETE - S ALBET
AR-_ET-_FWNANR  —TT=F  —TTEF
;r—EERF-A—HEZZ—_FWNA/)\H M
7 - EiltEAEENREREBREIT -

5.  EXHBEZEGREHREEENEREEAZTN
A e

(b) Interests in issued ordinary shares and underlying shares of
associated corporations (continued)

(i) Interests in issued ordinary shares and options outstanding
under the share option schemes of an associated corporation,
China Resources Logic Limited (“CR Logic”):

bR
je) K 17 (R 1TiEE EhlA
MBI ER R BT Aggregate
RRi3&E Number of Exercise Percentage
Number of  share options Price BHAH of interest?
shares outstanding’ HK$ Date of grant (%)
3,600,000 6,900,000 0.590 21/09/2000° 0.45

2,000,000 0.906 13/01/2004°
- 6,000,000 0.790 04/12/2001° 0.22
- 720,000 0.820 09/04/20024 0.03
- 540,000 0.820 09/04/2002° 0.02
- 450,000 0.820 09/04/20024 0.02

1. The number of share options refers to the number of underlying shares of
CR Logic covered by the share options.

2. This represents the percentage of the aggregate long positions in shares
and underlying shares of CR Logic to the total issued share capital of CR
Logic as at 31 December 2006.

3. Options are exercisable within a period of 10 years from the date of grant of
the relevant options.

4, Options are either vested immediately and exercisable from 9 April 2002 to
8 April 2012 or vested in four tranches and exercisable on 9 April 2002, 1
January 2003, 2004 and 2005 to 8 April 2012. Consideration for each of the
grants mentioned above is HK$1.00.

5. All interests disclosed above are being held by each director in his capacity

as beneficial owner.
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Esns Long position/
Name of Directors Short position
AR e

Song Lin Long position
BRAGI AR e

Chen Shulin Long position
TE e

Wang Qun Long position
G e

Lau Pak Shing Long position
SR e

Qiao Shibo Long position
g e

Yan Biao Long position
BE e

Jiang Wei Long position
FanE e

Wang Shuaiting Long position
HBE e

Xie Shengxi Long position

EE 2R E Report of the Directors

(b) Interests in issued ordinary shares and underlying shares of
associated corporations (continued)

(i)  Interests in issued ordinary shares and options outstanding

under the share option scheme of an associated corporation,

China Resources Power Holdings Company Limited (“CR

Power”):
HiGHER
B AR AT E RS & Ek A
MR EYR" BT Aggregate
BirEE Number of Exercise Percentage
Number of  share options Price EHaH of interest*

shares outstanding’ HK$ Date of grant (%)

- 2,000,000 2.80 12/11/2003? 0.08
900,000 3.99 18/03/2005°

- 600,000 2.80 12/11/2003? 0.03
500,000 3.99 18/03/2005°

- 500,000 2.80 12/11/20032 0.01

- 500,000 2.80 12/11/20032 0.01

- 600,000 2.80 12/11/20032 0.03
500,000 3.99 18/03/2005°
- 30,000° 2.80 12/11/2003?

- 600,000 2.80 12/11/2003? 0.03
400,000 3.99 18/03/2005°

- 1,000,000 2.80 12/11/2003? 0.04
600,000 3.99 18/03/2005°

2,000,000 2,350,000 2.80 06/10/2003* 0.14
900,000 3.99 18/03/2005*

- 400,000 2.80 12/11/2003? 0.02
300,000 3.99 18/03/2005°
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(b)

Interests in issued ordinary shares and underlying shares of

associated corporations (continued)
The number of share options refers to the number of underlying shares of
CR Power covered by the share options.

Options are vested in 5 tranches of 20% each on each anniversary of the
date of grant commencing from the first anniversary of the date of grant. All
options expire on 6 October 2013. Consideration for each of the grants
mentioned above is HK$1.00.

Options are vested in 5 tranches of 20% each on each anniversary of the
date of grant commencing from the first anniversary of the date of grant. All
options expire on 18 March 2015. Consideration for each of the grants
mentioned above is HK$1.00.

Options are exercisable within a period of 10 years from date of grant of the
relevant period.

This represents the percentage of the aggregate long positions in shares
and underlying shares of CR Power to the total issued share capital of CR
Power as at 31 December 2006.

Mr. Qiao Shibo was deemed to be interested in the 30,000 underlying shares
through interests of his spouse.

Save as otherwise specified in note 6, all other interests disclosed above are
being held by each director in his capacity as beneficial owner.
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Name of interested party

China Resources National Corporation

China Resources Co., Limited (Note 1)

CRC Bluesky Limited (Note 1)

China Resources (Holdings) Company
Limited (“CRH”) (Note 1)

Commonwealth Bank of Australia (Note 2)

J.P. Morgan Chase & Co. (Note 3)

EE 2R E Report of the Directors

As at 31 December 2006, other than the interests and short positions as

disclosed above, the following persons have interests or short positions

in the shares and underlying shares of the Company as fall to be disclosed

to the Company under Divisions 2 and 3 of Part XV of the SFO or as
recorded in the register required to be kept by the Company:

HERSABRB
BHESNRBHE
Number of

shares in which
the interested
party is deemed
to have interests

1,227,862,380
1,227,862,380
1,227,862,380

1,227,862,380

211,723,767
140,440,757

Notes:

RREESLL
Percentage of
shareholding (%)

52.06
52.06
52.06

52.06

8.98
5.95

1. CRH is a 100% subsidiary of CRC Bluesky Limited, which is in turn owned
as to 100% by China Resources Co., Limited, which is in turn held as to

99.98% by CRNC.

2. According to the information disclosed to the Company under Divisions 2
and 3 of Part XV of the SFO, these shares were held by corporations
controlled directly or indirectly as to 100% by Commonwealth Bank of

Australia.

3. Accordingly to the information disclosed to the Company under Divisions 2
and 3 of Part XV of the SFO, these shares were held by J.P. Morgan Chase
& Co. and corporations controlled by it (Note 4) in the respective following

capacity:

Capacity

Beneficial owner
Investment manager
Approved lending agent
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J.P. Morgan Chase & Co. E#siME#EHE100%
PEflE o

EEEH

J.P. Morgan Securities Ltd.

RIBETER W - ERKEAERSRREARRRD
3% EFRREZ RN EIERARRRE &K
BRzF0 (TREEIEBEMBARMEEIESR
R c RCBERFT_A=+—0  AZEEK
RET LB EZHRBRARERERES 70088 T -
ZEERBEER T ——FRAZAER °

1. RIZEZRFZARB  KNAEIHEE#88.6%
EEESNHBAREEEEARARERAR
AR R (R E) BRA R ([ZEEEE])
B #999.6% B MM A R EHAEARAD
A ([FEEEED VAL - FREEHEEET
BEEE - AR A BN NBERBUE233-
23T R EE TR THE L ELR
BETRE - REABK7,912,0007T - 54&
HRBIRED SR EMAEN TRHER
AXfT B - ERBUBEREBLENSE
B910% (LRE#2,511,0007T) BIE fERE
G FRETETREA TN -

Notes: (continued)

4.

Name of corporation

J.P. Morgan Securities Ltd.

According to the information disclosed to the Company under Divisions 2
and 3 of Part XV of the SFO, other than the following corporations which
were held by J.P. Morgan Chase & Co. in the manner described below, all
these corporations were controlled directly or indirectly as to 100% by J.P.
Morgan Chase & Co.

J.P. Morgan Chase & Co.
EEEE

FEESES
Percentage interest
(direct or indirect) held by
J.P. Morgan Chase & Co.

98.95%

According to certain loan agreements, CRH is required to remain as a

beneficial owner of at least 35% of the voting shares of the Company or

remain as a single largest shareholder (whether directly or indirectly through
its subsidiaries) of the Company. As at 31 December 2006, the aggregate
amount of the facilities subject to such obligation were HK$5,700 million.

Such facilities will expire before May 2011.

On 6 March 2006, Worldfaith Properties Limited, a subsidiary in which
the Company has an indirect interest of approximately 88.6%,
entered into a contract with China Resources Construction Company
Limited (“CR Construction”), a subsidiary in which China Resources
(Holdings) Company Limited (“CRH”), the controlling shareholder of
the Company, has an approximately 99.6% interest, engaging it as
the main contractor for the construction works of the superstructure
of a twelve-storey commercial building at 233-239 Nathan Road,
Kowloon for a consideration of HK$97,912,000. Monthly payments
will be made according to the amount of works performed and
certified by the architect. 10% of the certified amount attributable to
CR Construction will be retained, subject to a maximum amount of
HK$2,511,000, as retention money which will be released after
completion of the construction.
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EE 2R E Report of the Directors

With an objective of becoming the largest consumer company in
China, the Group has been restructuring its non-core businesses so
as to shift its focus to the core consumer business and to divest the
non-core businesses. On 18 October 2006, Preparis Limtied, a wholly
owned subsidiary of the Company, entered into an agreement with
China Resources Petrochems Gas Group Limited, a wholly owned
subsidiary of CRH (the controlling shareholder of the Company), for
the disposal of its 100% equity interest in China Resources
Petrochems Holdings Limited (“CRPH”) for a cash consideration of
HK$2,780 million. CRPH was then a wholly owned subsidiary of the
Company and the holding company of the Company’s piped gas
businesses, chemicals distribution businesses and other petroleum
related businesses in Chinese Mainland.

On 3 January 2007, China Resources Snow Breweries Limited (“CR
Snow”), a 51% owned subsidiary of the Company, entered into an
agreement with all the holders of equity interest in B2 % (5£[&) AR
FEAF] (“Blue Sword”) for the acquisition of the entire equity interest
in Blue Sword at a cash consideration of RMB2,500 million. Under
the agreement, Blue Sword would undergo a restructuring so that
the assets of Blue Sword upon completion would mainly consist of
the 38% interest in 14 brewery companies in Sichuan Province and
a 100% interest in a brewery company in Guizhou Province. The
remaining 62% interest in the 14 Sichuan brewery companies was
owned by CR Snow. The acquisition enabled the Group to
consolidate its interest in the 14 Sichuan brewery companies and to
further enhance the operational efficiency of, and the control of the
Group in, these breweries. As two of the vendors, who together had
an approximately 10.65% interest in Blue Sword, were also directors
of the 14 Sichuan brewery companies, which were subsidiaries of
CR Snow, that part of the acquisition attributable to these two
connected persons constituted a connected transaction of the
Company.
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During the year, the Group conducted certain transactions with

connected parties which constituted “continuing connected

transactions” under the Rules Governing the Listing of Securities on

The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

Details of those continuing connected transactions which are subject

to the reporting requirements under Rule 14A.46 of the Listing Rules

are summarised as follows:

(@

Tank storage agreements and facilities management
agreements

On 1 January 2000, China Resources Petroleum Company
Limited (“CRPC”), which became a wholly-owned subsidiary
of the Company after being acquired in late 2000, entered
into a tank storage agreement with each of CRH, the controlling
shareholder of the Company, and Art Bill Investment Limited
(“ABIL”), a subsidiary of CRH, for the usage of storage capacity
at the Chai Wan and Tsing Yi oil depots, respectively. As the
oil depots are crucial to the operation of CRPC, the tank storage
agreements were entered for a term of 21 years commencing
on 1 January 2000. The aggregate storage fee payable by
CRPC to CRH and ABIL was HK$141,600,000 for the year
ended 31 December 2006.

On 1 January 2000, each of CRH and ABIL entered into a
facilities management agreement with China Resources
Petrochems (Group) Company Limited (“CRPG”), which
became a wholly-owned subsidiary of the Company after being
acquired in late 2000, in respect of the provision of
management services by CRPG for the Chai Wan and Tsing Vi
oil depots, respectively. The facilities management agreements
also have a term of 21 years. For the year ended 31 December
2006, the aggregate management fee payable by CRH and
ABIL to CRPG was HK$19,992,000.
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Facilities management agreement and godown
management agreement

On 31 December 2002, Yuen Fat Wharf & Godown Company
Limited (“Yuen Fat”), which became a wholly-owned subsidiary
of the Company after being acquired in July 2003, entered
into a facilities management agreement (subsequently
amended pursuant to a supplemental agreement dated 15
April 2003) with CRH, the controlling shareholder of the
Company, for the provision of management services by Yuen
Fat on the port premises and facilities developed on a site
owned by CRH in Sham Shui Po, Kowloon. Under the
agreement, Yuen Fat had paid CRH a monthly fee of
HK$800,000 (from 1 July 2003 to 30 June 2005) and
HK$1,000,000 (from 1 July 2005 to 30 June 2006) in
consideration for the right to keep, as the service fee payable
by CRH to Yuen Fat for that relevant month, all cargo handling
fees, service charges and other payments collected by Yuen
Fat at its own expenses from independent third parties. This
agreement was for a term of 3 years and 6 months
commencing on 1 January 2003 and was renewable at the
option of Yuen Fat for a further 3 years. On 28 June 2006, this
agreement was renewed by Yuen Fat for a further term of three
years commencing on 1 July 2006. The monthly fee payable
is HK$1,000,000 throughout the term and all the other terms
and conditions remained unchanged.

On 31 December 2002, Yuen Fat also entered into a godown
management agreement (as amended on 15 April 2003) with
Dragon Rider Development Limited (“DRDL”), a wholly-owned
subsidiary of CRH, for the management, by Yuen Fat, of a
godown owned by DRDL in Sham Shui Po, Kowloon. Under
the agreement, Yuen Fat had paid DRDL a monthly fee of
HK$1,700,000 (from 1 July 2003 to 30 June 2005) and
HK$2,000,000 (from 1 July 2005 to 30 June 20086) in
consideration for the right to keep, as the service fee payable
by DRDL to Yuen Fat for that relevant month, all licence fees
and other payments collected by Yuen Fat at its own expenses
from independent third parties. This agreement has the same
term as the above facilities management agreement. On 28
June 2006, this agreement was renewed by Yuen Fat for a
further term of three years commencing on 1 July 2006. The
monthly fee payable is HK$2,000,000 throughout the term and
all the other terms and conditions remained unchanged.

For the year ended 31 December 2006, the aggregate receipt
of service fees payable by CRH and DRDL to Yuen Fat
amounted to HK$258,496,000 while the aggregate payment
of monthly fees by Yuen Fat to CRH and DRDL amounted to
HK$36,000,000.
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(c)

FENZHFHE -

FEAL
Connected party

EETmRMAELOAT
Shanghai Foodstuff
Import & Export Corp.

HIEERBERAR
Ceroilfood Development
Company Limited

P EIKEB QT
China National Fisheries Corp.

FAf%
Relationship

FELET—RME AT

4990 g HI R

49% shareholder of

a subsidiary of NFH

KERLET—RMBAR

20% A2 s OB SR HOBEEE A

an associate of a 20%
shareholder of a subsidiary

of NFH

FEDLET—RMBAR

49% 1 2 AR R

49% shareholder of

a subsidiary of NFH

Foodstuff agreements

On 3 June 2005, Ng Fung Hong Limited (“NFH”), a wholly-
owned subsidiary of the Company, entered into the foodstuff
agreements for a term ending on 31 December 2007 with each
of the connected parties below in relation to the sale and/or
purchase of foodstuff products with these parties. Under the
foodstuff agreements, NFH and each of these connected
parties have agreed that in the event that any member of the
NFH group and any of these connected parties or any of its
associates enter into a foodstuff transaction, such transaction
will be conducted on normal commercial terms. The prices
paid or received by any member of the NFH group to or from
the above parties or their associates will either be at market
prices or at prices no less favourable to the NFH group than
those available to or from independent third parties. Details of
these transactions for the year ended 31 December 2006 are
summarised below.

BE-SFTRE
+=A=+-H
IEEENRSEHE

Amount of transactions

Z5HE for the year ended
Nature of transactions 31 December 2006
(7E¥&5T)
(HKS)
HBERM 52,466,000
Purchase of foodstuff
BERM 70,401,000
Purchase of foodstuff
HERM 62,202,000
Sale of foodstuff
BERM 1,950,000

Purchase of foodstuff
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Textile agreement

On 3 June 2005, China Resources Textiles (Holdings) Company
Limited (“CRT”), a wholly-owned subsidiary of the Company,
entered into the textile agreement with China Resources
National Corporation (“CRNC”), the ultimate holding company
of the Company, for a term ending on 31 December 2007.
Under the textile agreement, CRT and CRNC have agreed that
in the event that any member of the CRT group and any
member of the CRNC group (other than the Group) enter into
a transaction of textile related merchandises, such transaction
will be conducted on normal commercial terms. The prices
received by any member of the CRT group from any member
of the CRNC group will be either at market prices or at prices
no less favourable to CRT or its subsidiaries than those
available from independent third parties. For the year ended
31 December 2006, the aggregate amount of sale of textile
related merchandises to the CRNC group amounted to
HK$1,195,000.

Tenancy agreement

On 3 June 2005, the Company entered into the tenancy
agreement with CRNC, the ultimate holding company of the
Company, for a term ending on 31 December 2007. The CRNC
group is a conglomerate with significant property investments
including residential, commercial and industrial premises in
Hong Kong and the PRC. Under the tenancy agreement, the
Company and CRNC have agreed that in the event that any
member of the Company enters into a lease arrangement with
any member of the CRNC group (other than the Group), the
terms of the lease will be on normal commercial terms and the
lease term will not exceed 31 December 2007. The rent,
management fees and other charges set by any member of
the CRNC group to any member of the Group will be either at
market prices or at prices no less favourable to the Group
than those available from independent third parties.

For the year ended 31 December 2006, the aggregate amount
of rental, management fees and other related charges payable
by the Group to the CRNC group was HK$56,384,000.
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Decoration agreement

On 3 June 2005, the Company entered into the decoration
agreement with Uconia Company Limited (“Uconia”), an
approximately 100% owned subsidiary of CRNC which in turn
is the ultimate holding company of the Company, for a term
ending on 31 December 2007. Under the decoration
agreement, the Company and Uconia have agreed that in the
event that any member of the Company grants a contract to
any member of the Uconia group or any of its associates for
the design, decoration and furnishing of the Group’s offices,
retail outlets and investment properties, the services rendered
will be charged on normal commercial terms as described in
the decoration agreement. The prices charged by Uconia or
its subsidiaries or any of their associates to any member of
the Group will either be at market prices or at prices no less
favourable to the Group than those available from independent
third parties. For the year ended 31 December 20086, the
aggregate amount charged by the Uconia group or any of its
associates totalled HK$5,412,000.

The directors engaged the auditors of the Company/subsidiary to

perform certain agreed upon procedures in respect of continuing

connected transactions of the Group. The procedures were

performed solely to assist the directors of the Company to evaluate

in accordance with Rule 14A.38 of the Listing Rules whether, the

above continuing connected transactions:

(@)

(b)

had received the approval of the directors of the Company;

had been entered into in accordance with the terms of the
relevant agreements governing such transactions;

had been entered into in accordance with the pricing policies
of the Group if the transactions involve provision of goods or
services by the Group; and

had not exceeded the relevant cap amounts for the financial
year ended 31 December 2006.
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The auditors of the Company/subsidiary have reported their factual
findings on these procedures to the directors that the samples the
auditors selected were in agreement in respect of items (a) and (b)
above. In respect of item (c), the samples selected were, where
applicable, in accordance with the pricing policies of the Group. In
respect of item (d), the auditors compared the aggregate amount
for each type of connected transactions as set out in section 4(a) to
4(f) above and reported that such aggregate amounts had not
exceeded the relevant cap amounts for the year ended 31 December
20086.

The independent non-executive directors of the Company have
reviewed these transactions and confirmed that the continuing
connected transactions have been entered into:

(@ inthe ordinary and usual course of business of the Group;

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

(c) inaccordance 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.

REZBEREFTA=1T—10 SXEMNBREER Particulars regarding the principal subsidiaries and associates as at 31
AL HERTIENE161 BEEE1698 - December 2006 are set out on pages 161 to 169.

RABIRFABLEI TR N BRIE 2 FHIEE NI Details of the share options issued or granted during the year by the
WENF=+—R - Company are set out in note 31 to the financial statements.

RABSEMBERTRAFALEIER - HEREE Neither the Company nor its subsidiaries purchased, sold or redeemed
AU ETES © any of the Company’s listed securities during the year.
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Based on the information that is publicly available to the Company and
within the knowledge of its Directors, as at the date of this report, there is
sufficient public float of not less than 25% of the Company’s issued shares
as required under the Listing Rules.

During the year, the respective percentage of the aggregate purchases
attributable to the Group’s five largest suppliers and the aggregate turnover
attributable to the Group’s five largest customers was less than 30% of
the Group’s total value of purchases and total turnover.

Details of the significant post balance events of the Group are set out in
note 38 to the financial statements.

Messrs. Deloitte Touche Tohmatsu will retire at the forthcoming annual
general meeting and, being eligible, offer themselves for re-appointment.

On behalf of the Board
Lee Yip Wah, Peter
Company Secretary

Hong Kong, 4 April 2007
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