Report of the Directors EE &R EE

The directors present their annual report and 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. Details
of the principal activities of the principal subsidiaries and associates
are set out in note 21 and note 22 to the financial statements,
respectively. There were no changes in the nature of the Group’s

principal activities during the year.
Results and Dividends

The Group’s profit for the year ended 31 December 2006 and the
state of affairs of the Company and the Group at that date are set out

in the financial statements on pages 56 to 63.

An interim dividend of HK3.0 cents (2005: HK2.0 cents) per share
was paid on 27 October 2006. The directors recommend the payment
of a final scrip dividend (with cash option) of HK8.54 cents and a
special scrip dividend (with cash option) of HK11.45 cents (2005:
cash dividend of HK11.0 cents) per share in respect of the year to
shareholders on the register of members on 21 May 2007. The
recommendation has been incorporated in the financial statements
as an allocation of retained profits within the capital and reserves

section of the balance sheet.
Summary of Financial Information

A summary of the published results 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 page

153. This summary is not part of the audited financial statements.

Property, Plant and Equipment and
Investment Properties

Details of movements in the property, plant and equipment and
investment properties of the Company and the Group during the year

are set out in note 15 and note 20 to the financial statements.
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Principal Subsidiaries

Particulars of the Company’s principal subsidiaries are set out in note

21 to the financial statements.
Principal Associates

Particulars of the Company’s and the Group’s interests in its principal

associates are set out in note 22 to the financial statements.
Bank Loans

Details of the bank loans of the Company and of the Group are set

out in note 30 to the financial statements.
Share Capital and Share Options

Details of movements in the Company’s share capital and share
options during the year, together with the reasons thereof, are set

out in note 33 and note 34 to the financial statements.

Purchases, Sale or Redemption of the
Company’s Securities

On 27 June 2006, the Company repurchased and subsequently
cancelled 5,864,000 shares of the Company on the Stock Exchange
at the prices ranging from HK$1.86 (lowest) to HK$1.9 (highest) with
aggregate consideration paid of HK$11,105,780. Save as disclosed
above, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of its listed securities during the year ended 31
December 2006.

Reserves

Details of movements in the reserves of the Company and the Group

during the year are set out in note 35 to the financial statements.
Distributable Reserves

At 31 December 2006, the Company’s reserves available for
distribution, calculated in accordance with the provisions of Section
79B of the Hong Kong Companies Ordinance, amounted to
HK$767,325,000, of which HK$564,008,000 has been proposed as

final and special scrip dividends for the year.
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In addition, the Company’s share premium account, in the amount of
HK$2,396,850,000 may be distributed in the form of fully paid bonus

shares.
Major Customers and Suppliers

In the year under review, both the aggregate sales attributable to the
Group’s five largest customers and the aggregate purchases
attributable to the Group’s five largest suppliers were less than 30%

of the Group’s sales and purchases respectively.

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors, own
more than 5% of the Company’s issued share capital) had any
beneficial interest of the Group’s five largest customers or five largest

suppliers.
Directors

The directors of the Company during the year and up to the date of

this report were:

Executive directors:

Mr. HU Aimin

Mr. ZHANG Yijun

Mr. ZHAO Gesheng (appointed on 11 May 2006)
Mr. XIAO Rihai (appointed on 11 May 2006)
Mr. LIANG Kaiping

Mr. LIU Weijin (appointed on 11 May 2006)
Mr. ZHANG Huagiao (appointed on 11 May 2006)
Mr. TAM Ping Lung (appointed on 11 May 2006)
Mr. XU Ruxin (resigned on 11 May 2006)
Mr. ZHU Huoyang (resigned on 11 May 2006)
Ms. ZHAO Mingfeng (resigned on 7 September 2006)

Non-executive directors:

Mr. LEE Yip Wah, Peter

Dr. WU Jiesi (appointed on 11 May 2006)
Mr. HU Zuoyuan

Independent non-executive directors:
Mr. WONG Po Yan

Mr. WU Wai Chung, Michael

Mr. LI Wai Keung
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In accordance with Article 101 of the Company’s Articles of
Association, Mr. ZHANG Yijun, Mr. ZHANG Huagiao, Mr. TAM Ping
Lung, Mr. LI Wai Keung and Mr. WU Wai Chung, Michael will retire by
rotation and being eligible offer themselves for re-election at the annual

general meeting.

Directors’ and Senior Management’s
Biographies

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 24 to 36 of the annual

report.

Emoluments of Directors and the Five
Highest Paid Individuals

Details of the directors’ emoluments and of the five highest paid
individuals in the Group are set out in notes 8 and 9 to the financial

statements respectively.
Interest Capitalised

Interest of approximately HK$64,482,000 was capitalised during the

year in respect of the Group’s property development projects.
Directors’ Service Contracts

No directors proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not
determinable by the Company within one year without payment of

compensation, other than statutory compensation.
Directors’ Interests in Contracts

No directors had a material interest in any contracts of significance to
the business of the Group to which the Company, its holding company,
or any of its subsidiaries or fellow subsidiaries was a party during the

year.
Retirement Benefits Scheme

Details of the retirement benefits scheme is set out in note 2.4 to the

financial statements.
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EEzRES

Directors’ Interests in Shares

As at 31 December 20086, the interests and short positions of the  RIFERBESREEEM ([FH5REEEN]) 5
directors and chief executive of the Company in the shares, underlying 352177 & 2 B MATH SR BBR T ARE

FETEFRZHBRETIHNG AR AMBER AR
SIRERAR ([BM]) BRI~ R-FTX
F+ZA=t—"B ARFEZEEFRESHTHAR
BATHARRRRAEMAEEE (TR LESF LB

shares and debentures of the Company and any associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFQ”)) as recorded in 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 (the “Stock =

Exchange”) pursuant to the Model Code for Securities Transactions

by Directors of Listed Companies were as follows:—

Long positions in the shares and underlying shares of the Company:

F=

m )

BIEXVER) B 15

AR AR D

Apmlin RAERD 2HR:

18757 2 et Bk

Underlying
shares Percentage
Nature Number pursuant to Aggregate of issued
Name of director Capacity of interests of shares share options interests  share Capital
(Note)
BEBREZ HE#T
BEEpR 14 RmME RHO#E HERGEE Bz REZBESHL
(B3E)
HU Aimin Beneficial owner Beneficial interest 3,000,000 10,000,000 13,000,000 0.46
HER BEmlEAA EaEn
ZHANG Yijun Beneficial owner Beneficial interest 2,500,000 8,800,000 11,300,000 0.40
REH EmBEBA EnEn
ZHAO Gesheng Beneficial owner Beneficial interest - 4,000,000 4,000,000 0.14
HEE BEmnHBEA EaEn
XIAO Rihai Beneficial owner Beneficial interest - 4,000,000 4,000,000 0.14
HBE BEmnHBEA EaEn
LIANG Kaiping Beneficial owner Beneficial interest - 8,000,000 8,000,000 0.28
25 BEmnHBEA EaEn
LIU Weijin Beneficial owner Beneficial interest - 6,000,000 6,000,000 0.21
2IEE BEmnHBEA EaEn
ZHANG Huagiao Beneficial owner Beneficial interest - 14,000,000 14,000,000 0.50
wIAE BEmnHBEA EaEn
TAM Ping Lung Beneficial owner Beneficial interest - 8,000,000 8,000,000 0.28
HKFE BEmnHBEA EaEn
Wu Jiesi Beneficial owner Beneficial interest - 10,000,000 10,000,000 0.35
RER BEmnHBEA EaEn
HU Zuoyuan Beneficial owner Beneficial interest 4,000,000 - 4,000,000 0.14
AT BEmnHBEA EaEn
WONG Po Yan Beneficial owner Beneficial interest 3,400,000 - 3,400,000 0.12
=RM BEmnHBEA EaEn
LEE Yip Wah, Peter Beneficial owner Beneficial interest 3,400,000 - 3,400,000 0.12
FHE BEmnHBEA EaEn
WU Wai Chung, Michael Beneficial owner Beneficial interest - 2,600,000 2,600,000 0.09
REE BEmnHBEA EnEn
LI Wai Keung Beneficial owner Beneficial interest 5,300,000 1,400,000 6,700,000 0.24
e A A i

Note: The underlying shares represent interests of options granted to the Directors under

the Share Option Scheme to acquire for shares of the Company, further details of

which are set out in note 34 to the financial statements under the heading "Share

Option Scheme".
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Long positions in the underlying shares of the associated corporation

— Road King Infrastructure Limited:

HECEERBRND 2R —RYEZBR AT

Underlying
shares Percentage
Nature Number pursuant to Aggregate of issued
Name of director Capacity of interests of shares share options interests share Capital
(Note)
BREBREZ e BT
EEHE 54 EREEE RHEHBE HEROHE BEz REAZBSHK
(i)
HU Aimin Beneficial owner Beneficial interest - 250,000 250,000 0.036
HER EmlEE A BEmEn
ZHANG Yijun Beneficial owner Beneficial interest - 250,000 250,000 0.036
REY EmlEE A BEmEn
LI Wai Keung Beneficial owner Beneficial interest 30,000 - 30,000 0.004
FER EmlEE A BEmEn
ZHANG Huagiao Beneficial owner Beneficial interest 300,000 700,000 1,000,000 0.145
RIEHE EmlEE A BEmEn
Other than as disclosed above, none of the directors and chief & FXFTIREEIN BB DT REE A RS K

executive of the Company had any interests or short positions in any
shares and underlying shares or debentures of the Company or any
of its associated corporations 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 for Securities Transactions by Directors of Listed

Companies.
Directors’ Right to Acquire Shares

Apart from as disclosed under the heading “Directors’ interests in
shares” and in the share option scheme disclosures in note 34 to the
financial statements, at no time during the year were rights to acquire
benefits by means of the acquisition of shares in, or debts securities
(including debentures) of, the Company or its associated corporations
granted to any director, or their spouse or children under the age of
18, or were any such rights exercised by them; or was the Company,
its holding company, or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such rights in any

other body corporate.
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Substantial Shareholders

As at 31 December 2006, the interests and short positions of the
shareholders, other than a director or chief executive of the Company
in the shares and underlying shares of the Company as recorded in
the register required to be kept by the Company under Section 336

of the SFO were as follows:-
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Long positions in shares of the Company: KRallRzFe:
Percentage
Nature of Number of of issued share
Name Capacity interest shares capital
HE#T
8 14 ERtE RGOEAR BRA2BDE
Shum Yip Holdings Beneficial owner Beneficial interest 1,401,123,966 49.66

Company Limited

RE(KHE) BRAR BEaEEA BaEn

Save as disclosed above, the register which was required to be kept
under Section 336 of the SFO showed that the Company had not
been notified of any interests or short positions in the shares or

underlying shares of the Company as at 31 December 2006.

Saved as disclosed above, no person, other than the directors of the
Company, whose interest are set out in the section “Directors interest
in shares” above, had registered an interest in the share capital of the

Company that were required to be recorded.

Connected Transactions

Details of the connected transactions for the year are set out in note

41 to the financial statements.

Save as disclosed above, there were no other transactions, which
need to be disclosed as, connected transactions in accordance with
the requirements of the Rules Governing the Listing of Securities on

the Stock Exchange (the “Listing Rules”).
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Confirmation of Independence

The Company has received annual confirmation from each of the
independent non-executive directors as regards to their independence
to the Company pursuant to rule 3.13 of the Listing Rules and
considers that each of the independent non-executive directors is

independent to the Company.
Public Float

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, as at the date of this annual
report, there is sufficient public float, as not less than 25% of the

Company’s issued shares are held by the public.
Audit Committee

The Company has established an audit committee since September
2004 for the purposes of reviewing and providing supervision over
the Group’s financial reporting process and internal controls. The audit
committee currently comprises Mr. WONG Po Yan, Mr. WU Wai
Chung, Michael and Mr. LI Wai Keung, independent non-executive
directors and Mr. LEE Yip Wah, Peter, non-executive director. The
Audit Committee has reviewed the Group’s results for the year in a
meeting held on 10 April 2007.
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Continuing Disclosure Requirements
Under Rule 13.21 of The Listing Rules

Banking facilities with covenants relation to specific performance of

the controlling shareholder:

By an agreement (the “Facility Agreement”) dated 29 September 2006
entered into between, among others, the Company as borrower and
a syndicate of lenders (“Lenders”), a transferable term loan facility in
an aggregate amount of USD$465 million (the “Facility”) is made
available by the Lenders to the Company on terms and conditions as
stated therein. The Facility shall be made available to the Company
within 6 months from the date of the Facility Agreement and the
Company shall repay to the Lenders in full any outstanding advances
made thereunder on the date falling 60 months from the date of the
Facility Agreement. Under the Facility Agreement, it will be an event
of default of Shum Yip Holdings Company Limited (&2 (&) R
A A]) (“Shum Yip Holdings”), the controlling shareholder ceases to
own beneficially at least 35% of the issued share capital of the
Company, ceases to be the single largest shareholder of the Company
or cease to have management control of the Company, or Shum Yip
Holdings ceases to remain beneficially owned as to at least 51% by
the Shenzhen Municipal People’s Government of the People’s Republic
of China and in which event all amounts under the Facility may be
declared to be immediately due and payable. The Company intends
to use the Facility to first refinance in full all outstanding loan amounts
under certain existing bank loans to the Company, and thereafter
finance the general funding requirements of the Company and its

subsidiaries.
Auditors

Ernst & Young retire and a resolution for their reappointment as
auditors of the Company will be proposed at the forthcoming annual

general meeting.

On behalf of the Board

HU Aimin

Chairman

Hong Kong, 10 April 2007
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