The Company is an exempted company incorporated in Bermuda with
limited liability. Its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The addresses of the registered
office and principal place of business of the Company are disclosed in

the corporate information of the annual report.

The consolidated financial statements are presented in Hong Kong dollars

which is the functional currency of the Company.

The Company is an investment holding company. Its principal subsidiaries
are engaged in the business of providing package tours, travel and other

related services and hotel operation.

In the current year, the Group has applied, for the first time, a number
of new Hong Kong Financial Reporting Standards (“HKFRSs"), Hong
Kong Accounting Standards (“HKASs"”) and Interpretations (“INTs")
(hereinafter collectively referred to as “new HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") that are
effective for accounting periods beginning on or after 1 January 2005.
The application of the new HKFRSs has resulted in a change in the
presentation of the consolidated income statement, consolidated balance
sheet and consolidated statement of changes in equity. In particular,
the presentation of minority interests and share of tax of associates has
been changed as required by HKAS 1 “Presentation of financial
statements”. The changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has resulted in changes
to the Group’s accounting policies in the following areas that have an
effect on how the results for the current and/or prior accounting years

are prepared and presented.
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Business combinations

In the current year, the Group has applied HKFRS 3 “Business
combinations” (“HKFRS 3") which is effective for business combinations
for which the agreement date is on or after 1 January 2005. The principal

effects of the application of HKFRS 3 to the Group are summarised below:

Goodwill

In previous years, goodwill arising on acquisition was capitalised and
amortised over its estimated useful life. The Group has applied the
relevant transitional provisions in HKFRS 3. With respect to goodwiill
previously capitalised on the consolidated balance sheet, the Group has
discontinued amortising such goodwill from 1 January 2005 onwards
and such goodwill will be tested for impairment at least annually.
Goodwill arising on acquisition after 1 January 2005 is measured at cost
less accumulated impairment losses (if any) after initial recognition. As a
result of this change in accounting policy, no amortisation of goodwill
has been charged in the current year. Comparative figures for 2004

have not been restated (see note 3 for the financial impact).

Excess of the Group's interest in the net fair value of acquiree’s identifiable
assets, liabilities and contingent liabilities over cost (previously known as

“negative goodwill”)

In accordance with HKFRS 3, any excess of the Group’s interest in the
net fair value of acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of acquisition (“discount on acquisition”) is
recognised immediately in profit or loss in the period in which the
acquisition takes place. In previous years, negative goodwill arising on
acquisition was presented as a deduction from assets and released to
income based on an analysis of the circumstances from which the balance
resulted. In accordance with the relevant transitional provisions in
HKFRS 3, the Group has derecognised all negative goodwill on 1 January
2005, which was previously presented as a deduction from assets, with
a corresponding adjustment to the Group’s accumulated (losses) profits

(see note 3 for the financial impact).

EBast

WAERE AEERAEBNBRELEAE
3FIEB A (BB BEHREERES
1) M ERERR R L AR —F
TRF-A—RAIARZEBEH-ERE
BB RE LR EIRUANEBMERN 2T E
FEMmT

RBEFE REEmMEE 2AEDNEER
e RREET AT A FER A H AEECER
BEMBHREERNEIR 2 EMBIEMIF
NN BEEGAREERERTERMEZ
FE ALER _TTRF-A—BEEIL
B MZEAEERISFIELRER
e BA_7$£¢— RERWEEmES
ZRE BT HER B ARTR R ER
1B (A) .#ﬁ HRERETBRES &
FRYESHHTMHE —TTHF AR
BFWEES| (BRI BFERMES) -

AR 4R T BT AB O R A 8] 2Tk B A A A
B HRRAFENT LIS ZARAZ A
B (BEmAAHR])

RBEBEEMBREERIEIN NEE MG
BB AR AT EE BERSARE
RDFFHEZEERRBBRA 2 EA S
(THE IR ) - AR ETTHOE < BRI BRI
%é%’%mﬁﬁ%f’ﬂﬂﬁiﬁ'wﬁ%ﬁﬁFi
ZAWMEBE)AEENRIAR WIRELL
R BERAMBAMAR - RIBEET TR
HFEAFEIF 2 BRERIEG REET
BRAR_ZTLF—A—HZMBAER
BORERYAEEMRIER) BUEAREHE
Z 25t (B1R) BMAFHERERE (B2
Mg 8 RMEE3)



Financial instruments

In the current year, the Group has applied HKAS 32 “Financial
instruments: disclosure and presentation” (“HKAS 32"”) and HKAS 39
“Financial instruments: Recognition and measurement” (“HKAS 39").
HKAS 32 requires retrospective application. HKAS 39, which is effective
for annual periods beginning on or after 1 January 2005, generally does
not permit the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The principal effects resulting
from the implementation of HKAS 32 and HKAS 39 are summarised

below:

Convertible notes

The principal impact of HKAS 32 on the Group is in relation to convertible
notes issued by the Company that contain both liability and equity
components. Previously, convertible notes were classified as liabilities
on the consolidated balance sheet. HKAS 32 requires an issuer of a
compound financial instrument that contains both financial liability and
equity components to separate the compound financial instrument into
the liability and equity components on initial recognition and to account
for these components separately. In subsequent periods, the liability
component is carried at amortised cost using the effective interest
method. Because HKAS 32 requires retrospective application, comparative
figures for 2004 have been restated. Comparative result for 2004 has
been restated in order to reflect the increase in effective interest on the

liability component (see note 3 for the financial impact).

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional provisions in HKAS 39
with respect to classification and measurement of financial assets and

financial liabilities that are within the scope of HKAS 39.
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Financial instruments (Continued)

Classification and measurement of financial assets and
financial liabilities (Continued)

By 31 December 2004, the Group classified and measured its debt and
equity securities in accordance with the benchmark treatment of the
Statement of Standard Accounting Practice 24 “Accounting for
investments in securities” (“SSAP 24"). Under SSAP 24, investments in
debt or equity securities are classified as “investment securities”, “other
investments” or “held-to-maturity investments” as appropriate.
“Investment securities” are carried at cost less impairment losses (if any)
while “other investments” are measured at fair value, with unrealised
gains or losses included in the profit or loss. Held-to-maturity investments
are carried at amortised cost less impairment losses (if any). From 1
January 2005 onwards, the Group has classified and measured its debt
and equity securities in accordance with HKAS 39. Under HKAS 39,
financial assets are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. “Financial assets at
fair value through profit or loss” and “available-for-sale financial assets”
are carried at fair value, with changes in fair values recognised in profit
or loss and equity respectively. Available-for-sale equity investments that
do not have quoted market prices in an active market and whose fair
value cannot be reliably measured and derivatives that are linked to and
must be settled by delivery of such unquoted equity instruments are
measured at cost less impairment after initial recognition. “Loans and

receivables” and “held-to-maturity financial assets” are measured at

amortised cost using the effective interest method after initial recognition.
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Financial instruments (Continued)

Classification and measurement of financial assets and
financial liabilities (Continued)

On 1 January 2005, the Group classified and measured its debt and
equity securities in accordance with the transitional provisions of HKAS
39. As a result of the adoption of HKAS 39, the Group has redesignated
“investments in securities” recorded in the consolidated balance sheet
at 1 January 2005 amounting to HK$93,789,000 as “available-for-sale
investments” and HK$2,778,000 as “investments held for trading”.

Financial assets and financial liabilities other than debt and
equity securities

From 1 January 2005 onwards, the Group has classified and measured
its financial assets and financial liabilities other than debt and equity
securities (which were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. As mentioned above,

financial assets under HKAS 39 are classified as “financial assets at fair

nou nou

value through profit or loss”, “available-for-sale financial assets”, “loans

and receivables” or “held-to-maturity financial assets”. Financial liabilities
are generally classified as “financial liabilities at fair value through profit
or loss” or “other financial liabilities”. Financial liabilities at fair value
through profit or loss are measured at fair value, with changes in fair
value being recognised in profit or loss directly. “Other financial liabilities”
are carried at amortised cost using the effective interest method after
initial recognition. These requirements of HKAS 39 did not have any

financial impact to the Group.
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Financial instruments (Continued)
Derivatives and hedging

From 1 January 2005 onwards, all derivatives that are within the scope
of HKAS 39 are required to be carried at fair value at each balance sheet
date regardless of whether they are deemed as held for trading or
designated as effective hedging instruments. Under HKAS 39, derivatives
(including embedded derivatives separately accounted for from the non-
derivative host contracts) are deemed as held-for-trading financial assets
or financial liabilities, unless they qualify and are designated as effective
hedging instruments. The corresponding adjustments on changes in fair
values would depend on whether the derivatives are designated as
effective hedging instruments, and if so, the nature of the item being
hedged. For derivatives that are deemed as held for trading, changes in
fair values of such derivatives are recognised in profit or loss for the
period in which they arise. Since there were no derivative financial
instruments as at 1 January 2005, accordingly, comparative figures for

2004 have not been restated.

Hotel properties

Hong Kong Interpretation 2 “The appropriate accounting policies for
hotel properties” ("HK INT 2”) clarifies the accounting policy for owner-
operated hotel properties. In previous years, the Group’s self-operated
hotel properties were carried at cost less accumulated impairment loss
and were not subject to depreciation. HK INT 2 requires owner-operated
properties to be classified as property, plant and equipment in accordance
with HKAS 16 “Property, plant and equipment”, and therefore be
accounted for either using the cost model or the revaluation model. The
Group has resolved to account for these hotel properties using the cost
model. In the absence of any specific transitional provisions in HK INT 2,
the new accounting policy has been applied retrospectively. Comparative

figures have been restated (see note 3 for the financial impact).
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Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using the cost
model. In the current year, the Group has applied HKAS 17 “Leases”
("HKAS 17"). Under HKAS 17, the land and buildings elements of a
lease of land and buildings are considered separately for the purposes
of lease classification, unless the lease payments cannot be allocated
reliably between the land and buildings elements, in which case, the
entire lease is generally treated as a finance lease. To the extent that the
allocation of the lease payments between the land and buildings elements
can be made reliably, the leasehold interests in land are reclassified to
prepaid lease payments under operating leases, which are carried at
cost and amortised over the lease term on a straight line basis. This
change in accounting policy has been applied retrospectively.
Alternatively, where the allocation between the land and buildings
elements cannot be made reliably, the leasehold interests in land continue
to be accounted for as property, plant and equipment. As the directors
consider the allocation between the land and buildings elements cannot
be made reliably, no restatement has been made in the financial

statements.
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Investment properties

In the current year, the Group has, for the first time, applied HKAS 40
“Investment property” (“HKAS 40"). The Group has elected to use the
fair value model to account for its investment properties which requires
gains or losses arising from changes in the fair value of investment
properties to be recognised directly in the profit or loss for the year in
which they arise. In previous years, investment properties under the
predecessor SSAP were measured at open market values, with revaluation
surplus or deficit credited or charged to investment property revaluation
reserve unless the balance on this reserve was insufficient to cover a
revaluation decrease, in which case the excess of the revaluation decrease
over the balance on the investment property revaluation reserve was
charged to the income statement. Where a decrease had previously been
charged to the income statement and a revaluation surplus subsequently
arose, that increase was credited to the income statement to the extent
of the decrease previously charged. The Group has applied the relevant
transitional provisions in HKAS 40 and elected to apply HKAS 40
retrospectively. Comparative figures for 2004 have been restated (see

note 3 for the financial impact).
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Deferred taxes related to investment properties

In previous years, deferred tax consequences in respect of revalued
investment properties were assessed on the basis of the tax consequence
that would follow from recovery of the carrying amount of the properties
through sale in accordance with the predecessor Interpretation. In the
current year, the Group has applied Hong Kong Standing Interpretations
Committee Interpretation 21 “Income taxes — recovery of revalued non-
depreciable assets” (“HK(SIC) Interpretation 21") which removes the
presumption that the carrying amount of investment properties are to
be recovered through sale. Therefore, the deferred tax consequences of
the investment properties are now assessed on the basis that reflects
the tax consequences that would follow from the manner in which the
Group expects to recover the property at each balance sheet date. In
the absence of any specific transitional provisions in HK(SIC) Interpretation
21, this change in accounting policy has been applied retrospectively

but did not have any financial impact to the Group.
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Deferred taxes related to investment properties

(Continued)

The Group has not early applied the following new standards and

interpretations that have been issued but are not yet effective. The

directors of the Company anticipate that the application of these

Standards or Interpretations will have no material impact on the

consolidated financial statements of the Group.

HKAS 1 (Amendment)
HKAS 19 (Amendment)

HKAS 21 (Amendment)
HKAS 39 (Amendment)

HKAS 39 (Amendment)
HKAS 39 and HKFRS 4

(Amendments)

HKFRS 6

HKFRS 7

HK(IFRIC) — INT 4

HK(IFRIC) — INT 5

HK(IFRIC) — INT 6

HK(IFRIC) — INT 7

Capital disclosure ’

Actuarial gains and losses, group plans
and disclosures 2

Net investment in a foreign operation 2

Cash flow hedge accounting of forecast
intragroup transactions ?

The fair value option 2

Financial guarantee contracts ?

Exploration for and evaluation of mineral
resources ?

Financial instruments: Disclosures '

Determining whether an arrangement
contains a lease 2

Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds 2

Liabilities arising from participating in a
specific market — waste electrical and
electronic equipment 3

Applying the restatement approach under
HKAS 29 “Financial Reporting in
Hyperinflationary Economies” “

1 Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2006.

3 Effective for annual periods beginning on or after 1 December 2005.

4 Effective for annual periods beginning on or after 1 March 2006.
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The effects of the changes in the accounting policies described above

on the results for the current and prior years are as follows:

Recognition of discount on
acquisition directly in the

income statement
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Decrease in amortisation of goodwill P22 355

Increase in fair value of
investment property

Depreciation of owner-operated
hotel properties

Increase in interest on the liability
component of convertible notes

Decrease in negative goodwill

released to income

Increase in profit (loss) for the year
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An analysis of the increase in profit (loss) for the year by line items

presented according to their function is as follows:

Discount on acquisition of
subsidiaries

Decrease in amortisation of
goodwill

Increase in fair value of
investment property

Increase in administrative expenses

Increase in finance costs

Decrease in negative goodwill

released to income
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The cumulative effects of the application of the new HKFRSs as at 31

December 2004 and 1 January 2005 are summarised below:

Balance sheet items affected:

Property, plant and equipment
Available-for-sale investments
Investments in securities
Negative goodwill
Investments held for trading
Convertible notes

Other assets and liabilities

Total effects on assets and liabilities

Share capital and other reserves
Investment property revaluation reserve
Convertible notes reserve

Accumulated losses

Minority interests

Total effects on equity
Minority interests
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The financial effects of the application of the new HKFRSs to the Group’s

equity at 1 January 2004 are summarised below:

As

originally

stated

HK$'000

REZ5

FHET

Share capital and other reserves BRARE AR 1,258,153
Investment property revaluation reserve 1% &£ S 1 736
Convertible notes reserve REES S =
Accumulated losses ZEEE (965,568)
Minority interests DB RS -
Total effects on equity HRFEER BT E 293,321
Minority interests LERFER 29,778
323,099

The consolidated financial statements have been prepared on the
historical cost basis except for certain properties and financial instruments,
which are measured at revalued amounts or fair values, as explained in

the accounting policies set out below.

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange and by the Hong Kong

Companies Ordinance.
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= = (736) =
= 20,468 = 20,468
= (17,403) 736 (982,235)
29,778 = = 29,778
29,778 3,065 = 326,164
(29,778) = = =
= 3,065 = 326,164
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Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries. All inter-company
transactions and balances within the Group are eliminated on

consolidation.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective date

of acquisition or up to the effective date of disposal, as appropriate.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group’s equity therein. Minority interests
in the net assets consist of the amount of those interests at the date of
the original business combination and the minority’s share of changes in
equity since the date of the combination. Losses applicable to the minority
in excess of the minority’s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent that the minority
has a binding obligation and is able to make an additional investment to

cover the losses.

Goodwill

Goodwill arising on acquisition prior to 1 January 2005

Goodwiill arising on an acquisition of a subsidiary for which the agreement
date is before 1 January 2005 represents the excess of the cost of
acquisition over the Group’s interest in the fair value of the identifiable

assets and liabilities of the relevant subsidiary at the date of acquisition.

For previously capitalised goodwill arising on acquisition after 1 January
2001, the Group has discontinued amortisation from 1 January 2005
onwards, and such goodwill is tested for impairment annually, and
whenever there is an indication that the cash generating unit to which

the goodwill relates may be impaired (see the accounting policy below).

RERBEEE
FEMBRREEARRRENBRARZ
MR - FIBEEBARRIEZ R 5 K AEH
B mEr A IR B R HH-

RERNBASHEEZ B AR ZEE Bl
BAMPHRSFEEHELMARIE (0%
BAE) StAZRA R ERA.

FAMBAREEFET 2 DB RES
HAREEZRATIDMES - BEFETZ
LB R ERBRENREERS 6 B HZ
SHABBELB A0 A HRDHIRREN
s E ) BANDBRR ZEIRNZ RN D
BRI B R RRA 2 #am RIIRARE
ZREmOR EDBBERAORERERS
BEENTERRIMRE AR TR BRI

&
AZEERE—A— B AR E
A 2R
AiE—FEME AR (HERHAZTETR
F—A—RAZE) EAZEEERKER
BRI R AR R R AR SR [ PTG AB AR B A )
ZAEANEERBEZATFEEESZ Y
o

TR

[

>

B
JiE)

SER_ZETRE - A REFLS#H
R-ZZE—F—-A—AUBERKEEEZ
BECENMEE BRREBRESFETR
BEAR IRNBERRBTERERBCAS
EAFEM AR BB ERETTRERR (R
AT &R °

Z

A

A



Goodwill (Continued)

Gooawill arising on acquisition on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the agreement
date is on or after 1 January 2005 represents the excess of the cost of
acquisition over the Group’s interest in the fair value of the identifiable
assets, liabilities and contingent liabilities of the relevant subsidiary at
the date of acquisition. Such goodwill is carried at cost less any

accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is presented

separately in the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units, or
groups of cash-generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually, and whenever
there is an indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the end of
that financial year. When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in the consolidated income
statement. An impairment loss for goodwiill is not reversed in subsequent

periods.

On subsequent disposal of a subsidiary, the attributable amount of
goodwill capitalised is included in the determination of the amount of

profit or loss on disposal.
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Excess of an acquirer’s interest in the net fair value
of an acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (“discount on
acquisition”)

A discount on acquisition arising on an acquisition of a subsidiary for
which an agreement date is on or after 1 January 2005 represents the
excess of the net fair value of an acquiree’s identifiable assets, liabilities
and contingent liabilities over the cost of the business combination.

Discount on acquisition is recognised immediately in profit or loss.

As explained in note 3 above, all negative goodwill at 1 January 2005
has been derecognised with a corresponding adjustment to the Group’s

accumulated (losses) profits.

Investments in associates

The results and assets and liabilities of associates are incorporated in
these financial statements using the equity method of accounting. Under
the equity method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or loss and of changes in
equity of the associate, less any identified impairment loss. When the
Group’s share of losses of an associate equals or exceeds its interest in
that associate, the Group discontinues recognising its share of further
losses. An additional share of losses is provided for and a liability is
recognised only to the extent that the Group has incurred legal or

constructive obligations or made payments on behalf of that associate.

Where a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group’s interest in the

relevant associate.
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Revenue recognition

Income from tour and travel services is recognised upon the departure
date of each tour. Income from other travel related services is recognised

when the services are rendered.

Hotel revenue from rooms and other ancillary services are recognised

when the services are rendered.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial asset to that

asset’s net carrying amount.

Income from disposal of investments is recognised when the risks and

rewards of the ownership of the investments have been transferred.

Sales of goods are recognised when goods are delivered and title has

been passed.

Sales of other assets are recognised upon the execution of a binding

sale agreement.

Property, plant and equipment

Property, plant and equipment other than properties under construction
are stated at cost or fair value less subsequent accumulated depreciation

and amortisation and accumulated impairment losses.

Depreciation and amortisation is provided to write off the cost or fair
value of items of property, plant and equipment other than properties
under construction over their estimated useful lives, using the straight

line method.

Assets held under finance leases are depreciated over their estimated

useful lives on the same basis as owned assets.
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Property, plant and equipment (Continued)

Properties under construction are stated at cost less accumulated
impairment losses. Cost includes all development expenditure and other
direct costs attributable to such projects. Properties under construction
are not depreciated until completion of construction. Cost on completed
properties is transferred to other categories of property, plant and

equipment.

The land and buildings elements of a lease of land and buildings are
considered separately for the purposes of lease classification, unless the
lease payments cannot be allocated reliably between the land and
buildings elements, in which case, the entire lease is generally treated as

a finance lease.

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the item) is included in the consolidated

income statement in the year in which the item is derecognised.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of investment

property are included in profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from its disposal. Any gain or loss arising
on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included

in the income statement in the year in which the item is derecognised.
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Financial instruments

Financial assets and financial liabilities are recognised on the consolidated
balance sheet when a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or loss

are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the three categories,
including financial assets at fair value through profit or loss, loans and
receivables and available-for-sale financial assets. All regular way
purchases or sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time
frame established by regulation or convention in the marketplace. The
accounting policies adopted in respect of each category of financial assets

are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss represent financial
assets held for trading. At each balance sheet date subsequent to initial
recognition, financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value recognised directly in

profit or loss in the period in which they arise.
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Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At each
balance sheet date subsequent to initial recognition, loans and receivables
(including amounts due from related companies, amounts due from
associates, trade and other receivables and loan receivables) are carried
at amortised cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying amount and
the present value of the estimated future cash flows discounted at the
original effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset’s recoverable amount
can be related objectively to an event occurring after the impairment
was recognised, subject to a restriction that the carrying amount of the
asset at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been

recognised.
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Financial instruments (Continued)
Financial assets (Continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories (set out above).
At each balance sheet date subsequent to initial recognition, available-
for-sale financial assets are measured at fair value. Changes in fair value
are recognised in equity, until the financial asset is disposed of or is
determined to be impaired, at which time, the cumulative gain or loss
previously recognised in equity is removed from equity and recognised
in profit or loss. Any impairment losses on available-for-sale financial
assets are recognised in profit or loss. Impairment losses on available-
for-sale equity investments will not reverse in subsequent periods. For
available-for-sale debt investments, impairment losses are subsequently
reversed if an increase in the fair value of the investment can be objectively
related to an event occurring after the recognition of the impairment

loss.

For available-for-sale equity investments that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured, they are measured at cost less any identified impairment losses
at each balance sheet date subsequent to initial recognition. An
impairment loss is recognised in profit or loss when there is objective
evidence that the asset is impaired. The amount of the impairment loss
is measured as the difference between the carrying amount of the asset
and the present value of the estimated future cash flows discounted at
the current market rate of return for a similar financial asset. Such

impairment losses will not reverse in subsequent periods.
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Financial instruments (Continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are
classified according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an equity

instrument.

An equity instrument is any contract that evidences a residual interest in
the assets of the Group after deducting all of its liabilities. The Group’s
financial liabilities generally include other financial liabilities. The
accounting policies adopted in respect of financial liabilities and equity

instruments are set out below.

Other financial liabilities

Other financial liabilities including trade and other payables, loans from
related companies, amounts due to associates, amounts due to related
companies, obligations under finance leases, borrowings and promissory
note are subsequently measured at amortised cost, using the effective

interest rate method.
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Financial instruments (Continued)
Financial liabilities and equity (Continued)
Convertible notes

Convertible notes issued by the Company that contain both financial
liability and equity components are classified separately into respective
liability and equity components on initial recognition. On initial
recognition, the fair value of the liability component is determined using
the prevailing market interest of similar non-convertible debts. The
difference between the proceeds of the issue of the convertible notes
and the fair value assigned to the liability component, representing the
embedded call option for the holder to convert the loan notes into equity,

is included in equity (convertible notes reserve).

In subsequent periods, the liability component of the convertible notes
is carried at amortised cost using the effective interest method. The
equity component, represented by the option to convert the liability
component into ordinary shares of the Company, will remain in
convertible notes reserve until the embedded option is exercised (in which
case the balance stated in convertible notes reserve will be transferred
to share premium). Where the option remains unexercised at the expiry
date, the balance stated in convertible notes reserve will be released to
the accumulated profits . No gain or loss is recognised in profit or loss

upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible notes are
allocated to the liability and equity components in proportion to the
allocation of the proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction costs relating to
the liability component are included in the carrying amount of the liability
portion and amortised over the period of the convertible notes using

the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds

received, net of direct issue costs.
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Financial instruments (Continued)
Derivative financial instruments and hedging

The Group uses derivative financial instruments to hedge its exposure
against changes in the fair value certain of its investments held for trading.
Such derivatives are measured at fair value regardless of whether they

are designated as effective hedging instruments.

The Group's derivative financial instruments do not meet the requirements
of hedge accounting in accordance with HKAS 39, accordingly, such
derivatives are deemed as financial assets held for trading or financial
liabilities held for trading. Changes in fair values of such derivatives are

recognised directly in profit or loss.

Derecognition

Financial assets are derecognised when the rights to receive cash flows
from the assets expire or, the financial assets are transferred and the
Group has transferred substantially all the risks and rewards of ownership
of the financial assets. On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been recognised directly

in equity is recognised in profit or loss.

For financial liabilities, they are removed from the Group’s consolidated
balance sheet (i.e. when the obligation specified in the relevant contract
is discharged, cancelled or expires). The difference between the carrying
amount of the financial liability derecognised and the consideration paid

is recognised in profit or loss.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if
their carrying amount will be recovered principally through a sale
transaction rather than through continuing use. This condition is regarded
as met only when the sale is highly probable and the asset (or disposal

group) is available for immediate sale in its present condition.

EWMITH @
TESRTARET
AREFBITEL ML AWIRE TR
HEZIRAY AFRERY AMTETA
THRTIE AR TA SRAFH
e

FEBZITESRMIAYIHAEEGT
RERFISR 2 EEFTRIBEZER Ht
BRETETARRERFEESREESR
FEEECRBE-ARITETAZ A HE
ERHERN BT R

HUH MR
ENBEENRRSRELENCIE HE
REECBEMMEBCKENESREE
WAz AR R K R 3RER - B & R
BEMKBUEER -REUERCREE
B AEREEECRRERS BERENIRE
MR RetBa 2 N2 28 i BRaT
TR

PERAEMS ARAEEZGAEER
ERTBE QRN BEEE NS ER TE
R BUHEH) -EUBHER 2 R A ER
EEEENREZZB NIRRT R

FEHEZHFRBEE

WIFRBEER N EXB 2 REERSEE
BBHER HMIEREEAMUEE - 58
REFERE - EHERARETREE (X
HEERR) mRBEMR AT HEZ1ER
T TTARIER & UL R R



Properties held for sale

Properties held for sale are stated at the lower of cost and net realisable
value. Cost comprises all costs of purchase. Net realisable value is
calculated at the actual or estimated selling price less related costs of

marketing and selling.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost

is calculated using the weighted average cost method.

Impairment (other than goodwiill)

At each balance sheet date, the Group reviews the carrying amounts of
its assets to determine whether there is any indication that those assets
have suffered an impairment loss. If the recoverable amount of an asset
is estimated to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. An impairment loss is

recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss

is recognised as income immediately.
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Taxation

Income tax expense represents the sum of the tax currently payable and

deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit as reported in the income statement because it
excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the balance

sheet date.

Deferred tax is recognised on differences between the carrying amount
of assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit, and
is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is probable
that taxable profit will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit nor the

accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and associates, except where the
Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable

future.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the asset

to be recovered.
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Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised. Deferred
tax is charged or credited to profit or loss, except when it relates to
items charged or credited directly to equity, in which case the deferred

tax is also dealt with in equity.

Leasing

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee.

All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the consolidated
income statement on a straight line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset
and recognised as an expense on a straight line basis over the lease

term.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group
at their fair value at the inception of the lease or, if lower, at the present
value of the minimum lease payments. The corresponding liability to the
lessor is included in the consolidated balance sheet as a finance lease
obligation. Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance charges are

charged directly to profit or loss.

Rentals payable under operating leases are charged to profit or loss on
a straight line basis over the term of the relevant lease. Benefits received
and receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease term on a

straight line basis.
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Borrowing costs

All borrowing costs are recognised as and included in finance costs in
the consolidated income statement in the period in which they are

incurred.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded in its functional currency (i.e. the
currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are re-translated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are re-translated at the rates prevailing
on the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are

not re-translated.

Exchange differences arising on the settlement of monetary items, and
on the translation of monetary items, are recognised in profit or loss in
the period in which they arise. Exchange differences arising on the re-
translation of non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising on the re-
translation of non-monetary items in respect of which gains and losses
are recognised directly in equity, in which cases, the exchange differences

are also recognised directly in equity.
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Foreign currencies (Continued)

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are translated
into the presentation currency of the Company (i.e. Hong Kong dollars)
at the rate of exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average exchange rates for
the year, unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised as a separate
component of equity (the translation reserve). Such exchange differences
are recognised in profit or loss in the period in which the foreign operation

is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired arising
on an acquisition of a foreign operation on or after 1 January 2005 are
treated as assets and liabilities of that foreign operation and translated
at the rate of exchange prevailing at the balance sheet date. Exchange

differences arising are recognised in the translation reserve.

Retirement benefit costs

Payments to the Group’s defined contribution retirement benefit plans,
state-managed retirement benefit schemes and/or the Mandatory

Provident Fund Scheme are charged as expenses as they fall due.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the
value in use of the cash-generating units to which goodwill has been
allocated. The value in use calculation requires the Group to estimate
the future cash flows expected to arise from the cash-generating unit
and a suitable discount rate in order to calculate the present value. Where
the actual future cash flows are less than expected, a material impairment
loss may arise. As at 31 December 2005, the carrying amount of goodwill
is HK$50,862,000. Details of the recoverable amount calculation are

disclosed in note 23.
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The Group’s major financial instruments include trade and other
receivables, loan receivables, amounts due from associates, amounts
due from related companies, trade and other payables, loans from related
companies, borrowings and promissory note. Details of these financial
instruments are disclosed in respective notes. The risks associated with
these financial instruments and the policies on how to mitigate these
risks are set out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented on a timely

and effective manner.

Currency risk

Several subsidiaries of the Company have sales and trade receivables
denominated in foreign currencies, which expose the Group to foreign
currency risk. The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency exposure

should the need arise.

Fair value interest rate risk

The Group’s fair value interest rate risk relates to its fixed-rate borrowings.
However, the management considered the risk is insignificant to the

Group.

Cash flow interest rate risk

The Group’s cash flow interest rate risk relates primarily to variable-rate
bank borrowings. The Group currently does not have any policy on cash
flow hedges of interest rate risk. However, the management monitors
interest rate exposure and will consider hedging significant interest rate

risk should the need arise.
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Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31 December
2005 in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated balance sheet. In
order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the Company

consider that the Group’s credit risk is significantly reduced.

Turnover represents the amounts received and receivable from outside
customers, less trade discounts and returns during the year. An analysis

of the Group’s turnover is as follows:

T3t Ko AR B AR
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Travel and related services

Hotel and leisure services

Business segments

During the year, for management purposes, the Group was organised
into two operating divisions — travel and related services, and hotel and
leisure services. These divisions are the basis on which the Group reports

its primary segment information.
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Business segments (Continued)

Segment information about these businesses is presented as follows:

For the year ended
31 December 2005

TURNOVER
External sales
Inter-segment sales

Total

Inter-segment sales are
charged at prevailing
market price.

RESULTS
Segment results

Interest income

Discount on acquisition
of subsidiaries

Realised gain on derivative
financial instruments

Increase in fair value of
investment property

Impairment loss recognised in
respect of available-for-sale
investments

Decrease in fair value of
investments held for trading

Unallocated corporate expenses

Finance costs

Share of results of associates

Loss on partial disposal of
subsidiaries

Profit before taxation
Taxation credit

Profit for the year

Travel and Hotel and
related leisure
services services
HK$'000 HK$'000
M BE
RAEBERE  RKBBRS
FHT FHT
BE-_ZTZTHF
+-A=1+—HLEE
B
HINEE 1,591,962 223,756
RIS & = 1,264
A& 1,591,962 225,020
PRI E R
BEATEMR-
ES
DR 56,427 28,249
FBULA
U BE T B A &)
ZITRE = 34,574
PTESRMTIAY
BEIBIE
WEWEZ N FEE
#hn
AHEREZ
BRERRE
&8
HIEEERE Y
AN EERD
RO FERS
REE R AR
iyl e (396) 8,402
HESDDHB AR
1B = (3,177)
BR A5 B E A
THIEE D
ANE R F

EXDE@®
RERE Y SEENETIT:

Elimination
HK$'000

TET

(1,264)

(1,264)

Consolidated
HK$'000

RE
FHT

1,815,718

1,815,718

84,676

4,722
34,574
5,650

619

(1,167)

(14,761)

(29,640)

(59,376)
8,006

(3,177)

30,126
2,108

32,234



Business segments (Continued)

At 31 December 2005

ASSETS
Segment assets
Interest in associates

Unallocated corporate assets
Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities
Consolidated total liabilities

OTHER INFORMATION

Capital additions

Goodwill arising from acquisition
of subsidiaries

Depreciation and amortisation of
property, plant and equipment

Reversal of impairment loss in
respect of leasehold land
and buildings

Reversal of impairment loss in
respect of properties under
construction

Loss on disposal of property,
plant and equipment

Allowance for irrecoverable

trade debts

Travel and
rela'ted
HKS 000
MR
B
FHT
R=Z2ZRF+=A=+-—H
BE
DEEE 903,727
REE QR 2 s 20,823
Ko EEE
HEAERE
afE
HEEE 279,116
RABBEBE
mEAaBERE
BN 24,672
WEMBARIEEY
B 647
M- HEERRES
e Ry 6,088
HELHREFZ
R EE B D
(4,874)
TEEMEZRA
[Es1E e
(900)
HEME HRRREZ
B8 175

TR EE 5
BIERE 476

ERSE@®

Hotel and
leisure
services
HK$'000
EIER
YR AR S
FAT

1,754,845
199,599

57,546

6,761

54,655

305

Consolidated
HK$'000

o
THET

2,658,572
220,422
152,629

3,031,623

336,662
1,280,917

1,617,579

31,433

647

60,743

(4,874)

(900)

480

476



Business segments (Continued)

For the year ended
31 December 2004

TURNOVER
External sales

Inter-segment sales
Total

Inter-segment sales are charged

at prevailing market price.

RESULTS

Segment results

Interest income

Increase in fair value of
investment property

Net unrealised holding loss
on other investments

Impairment loss recognised in
respect of investments in
securities

Unallocated corporate expenses

Finance costs

Share of results of associates

Gain on disposal of associates

Loss before taxation

Taxation credit

Loss for the year

Travel and
related
services
HK$'000
e
RAGBRRES
FiET
BE-ZZTNF
TZA=t+—HLEEFE
=E
HINHE 1,532,143
RIS & _
A& 1,532,143
HRIFEER
EATER-
ESE
DERELE 49,349
FBULA
wEMEL NFEE
#n
BHEEMEE 2
REREBFHE
FHILEZEHER
SREE R
ROMIBEME
iy e (195)
HEBENT 2 WS 37,930
MREIRTEE
THIERE D
KEEEIE

EXDE@®

Hotel and
leisure
services Elimination Consolidated
HK$'000 HK$'000 HK$'000
BIE
Rk R EaE ] RE
FAT FAT FHT
190,034 = 1,722,177
1,234 (1,234) -
191,268 (1,234) 1,722,177
3,582 = 52,931
3,381
2,000
(127)
(5,659)
(26,831)
(66,282)
- - (195)
= = 37,930
(2,852)
23
(2,829)



Business segments (Continued)

At 31 December 2004

ASSETS
Segment assets
Interest in associates

Unallocated corporate assets
Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities
Consolidated total liabilities

OTHER INFORMATION

Capital additions

Goodwill arising from acquisition
of subsidiaries

Depreciation and amortisation of
property, plant and equipment

Impairment losses recognised

Reversal of impairment loss in
respect of leasehold land
and buildings

Loss (profit) on disposal of property,
plant and equipment

Allowance for irrecoverable

trade debts

R-ZBNFE+-A=+—H

BE

DEEE
NN
RAOMEREE

HABERE

&
DERE

RAOEEEREE

B N
WEsHI B A RIELE
ZRE
ME- BERREZ
IrE R
ERERBERR
HELHRETF
R E R R R

g

HEYR s Rk iE
Z &8 CaAl)
TEWEE
RIRE R

ERSE@®

Travel and
related
services
HK$'000
31358
TRERRRT
FAT

728,181
1,989

198,949

5,221

50,215

4,204

6,759

(4,511)

365

1,262

Hotel and
leisure
services
HK$'000
EIER
YR AR S
FAT

1,667,209

62,723

1,696,828

52,853

(145)

Consolidated
HK$'000

o
THET

2,395,390
1,989
174,943

2,572,322

261,672
1,382,206

1,643,878

1,702,049

50,215

57,057

6,759

(4,511)

220

1,262



Geographical segments

No geographical segment information in respect of the Group’s
operations has been presented as over 90% of the Group’s operations

were derived from Hong Kong.
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The analysis of carrying amount of segment assets and additions to SIREEREERYE W RRE R ER

property, plant and equipment and intangible assets by the geographical

area in which the assets are located is as follows:

Carrying amount
of segment assets

BEZANBEREEMR ZEDITNT:

Additions to
property, plant
and equipment

and intangible assets

2005 2004 2005 2004
HK$'000 HK$'000 HK$’'000 HK$’'000
ME BERRER
PEEEZREE BT EEZRE
“EEEF —TENF  -TEHERFE  —2INF
Tz FHT T T
The People’s Republic of China  FEEA RLFIE

(excluding Hong Kong) (the (TBEER)

“PRC") (I9E) 1,300,296 1,348,309 2,262 1,074,210
Hong Kong BB 1,340,663 1,034,736 28,855 677,865
South-east Asia Rmde 144,202 120,914 925 137
Japan and Korea A 72 23,771 64,710 - =
Others HAb 2,269 1,664 38 52

2,811,201 2,570,333

32,080 1,752,264



An analysis of the Group’s other

operating income is as follows:

Exchange gain

Income on sales of computer
systems for online travel
reservation, and communication
software

Interest income

Sundry income

Interest on obligations under
finance leases

Interest on borrowings wholly
repayable within five years

Interest on convertible notes

Interest on promissory note

Total finance costs

2005

HK$'000
—BERE
Fi5
REEZ HEBERA
DT
M 5 81
$HE FVEM ki
TR 2B AT R
BB 2 A
12,218
FEUA 4,722
FEIEUA 3,394
20,415
2005
HK$'000
—BERE
Fi5
BhE MR AR
Z B 18
BRAFRNEEEE
BEZ L 41,386
AR SRR A2 1,982
O RIERE 15,990

48 A A 59,376

2004
HK$'000
—TTNEF

FHT

135

3,381
17,268

20,784

2004
HK$'000
—TTNEF

FHT

133

39,997
16,331
9,821

66,282



2005 2004
HK$'000 HK$'000
—EBRE —EETF
FHET FAET
Profit (loss) before taxation has BRI R T (F518) Bk
been arrived at after charging: T3
Allowance for irrecoverable AR BB 5 1EE
trade debts B 476 1,262
Auditors’ remuneration ZEE & 4,644 2,878
Cost of inventories recognised ERAXHZ
as expenses TFERA 21,768 20,490
Depreciation and amortisation on: T8 K ##§:
Owned assets BEEEE 60,533 56,408
Assets held under finance leases NREEMENR[E 2 EE 210 649
Loss on disposal of other o IR E
investments Z R - 11
Loss on disposal of property, HEYE SR
plant and equipment g o= 480 220
Minimum lease payments paid in ~ EfHEEYWE 2 &K
respect of rented premises He 13,832 12,913
Share of tax of associates (included — fE{H B & A RIFTH
in share of results of associates) (BEREEBRERRIEEN) 61 =
Staff costs * BERA* 135,399 128,023
and after crediting: WEFA:
Rental income from investment HER495,000/8 L3
property and premises within (ZZTZPMEF 79,0007 T) %
the hotel properties less ZIEBMERBIEMERNZ
outgoings of HK$495,000 MEZRSWA
(2004: HK$79,000) 15,218 12,993
Rental income from motor vehicles 98 2 &KA 388 74
*  The amount includes retirement benefit scheme contributions (net of * REEBERIETEEMER Gk

forfeiture) of HK$6,908,000 (2004: HK$5,910,000). Z#3%) 6,908,000 L (ZETWE:

5,910,000/ 7T) °



Details of emoluments paid by the Group to each of the directors are as

follows:

For the year ended 31 December 2005

Executive directors:

Mr. Yu Kam Kee, Lawrence
B.B.S., M.B.E., J.P.

Mr. Cheung Hon Kit

Dr. Yap, Allan

Mr. Chan Pak Cheung, Natalis

Mr. Lui Siu Tsuen, Richard

Ms. Luk Yee Lin, Ellen

Non-executive director:

Mr. Chan Yeuk Wai

Independent non-executive

directors:

Mr. Kwok Ka Lap, Alva
Mr. Sin Chi Fai
Mr. Wong King Lam, Joseph

WITES:

RIBELE

B.B.S., M.BE, ].P.
ROBEET A
Yap, Allanf#+
BREHEE
Bk R
PR L

FEMITES:

BUIFRITES:

WRIKE
HEEELE

Fees
HK$°000

L2k
FET

47
50

97

Salaries
and other
benefits
HK$'000
FER
Hiiig s
FHET

664

1,800

39

3,768

Retirement
benefit
scheme

contributions
HK$'000
RIKER
FTEIHR
FHET

12

12

29

AEEXNTREEZMEFBENT:

BZ_ZERF+-A=+t-HLEE

Total
emoluments
HK$'000

HE
THT

676

1,812

39
47
50

3,894



For the year ended 31 December 2004

Executive directors:

Mr. Yu Kam Kee, Lawrence
B.B.S.,, M.B.E., J.P.

Mr. Cheung Hon Kit

Dr. Yap, Allan

Mr. Chan Pak Cheung, Natalis

Mr. Lui Siu Tsuen, Richard

Ms. Luk Yee Lin, Ellen

Dr. Chan Kwok Keung, Charles*

Non-executive director:

Mr. Chan Yeuk Wai
Mr. Fok Kin-ning, Canning*
Ms. Shih, Edith*

Independent non-executive

directors:

Mr. Kwok Ka Lap, Alva

Mr. Sin Chi Fai

Mr. Wong King Lam, Joseph
Mr. Lai Hing Chin, Dominic*

WITES:

REPESLAE
BB.S., M.BE., J.P.

SROEGTE

Yap, Allanf§ &
PRE L
BIER 4
B+

iR 5 1 -

FRTES:

BE (s
s PSS
HEER L L

BUIFPITES:

WRIKLE
S

REREL

* The directors resigned in 2004.

Fees
HK$'000

e

TET

30

30

Retirement
Salaries benefit
and other scheme
benefits  contributions
HK$ 000 HK$'000
ek RUREF
H b1z TR
FAT FHT
2,890 12
664 12
2,923 45
6,477 69
EFOR-TTOFFHE

BE_EENF+-A=+-ALFE

Total
emoluments
HK$'000

we

THET

2,968

30

6,576



Note: The directors’ salaries and other benefits include the operating lease MizE: EEH e REMEN2ERRESRHEE

rentals amounting to HK$500,000 (2004: HK$1,200,000) in respect EYE 2 E TS A500,000%7T (=
of rental premises provided to directors. The amounts were also included TZPUE:1,200,00077T) - WEFKIBIE
in the minimum lease payments paid in respect of rental premises under BREEEXHENEEEEDE 2 &EMR
note 11 above. ERFRA
Details of emoluments paid by the Group to the five highest paid FEEYNTFRUSSHFAL (BEES:
individuals (including directors, details of whose emoluments are set HE e BHN 30 2EFFIBInT:

out above) are as follows:

2005 2004
HK$'000 HK$'000
—s®ng —TEng
FET FAT
Salaries and other benefits e REMER 7,127 10,003
Retirement benefit scheme RIREFIFT B
contributions 141 179
7,268 10,182
2005 2004
LT By —zEmF
Emoluments of the five highest LTARNESHALZ
paid individuals were B 48 51
within the following bands:
Nil — HK$1,000,000 Z21,000,0005 7T - -
HK$1,000,001 — HK$1,500,000 1,000,001 £ 1,500,000/ 7T 3 2
HK$1,500,001 — HK$2,000,000 1,500,001/ 7L £ 2,000,000/ 7T 2 1
HK$2,000,001 — HK$2,500,000 2,000,001 L& 2,500,000/ 7T - =
HK$2,500,001 — HK$3,000,000 2,500,001 7L & 3,000,000 7T - 2
Number of directors FEHE 2 2
Number of employees EE#E 3 3



(Under) overprovision for taxation ~ RBEFEFEEMAAERTIEZ
in other jurisdictions in prior years — (B#ET~ 2 ) BEAEE

Deferred tax (note 39) EERE (MI7E39)
Taxation credit THIERE D

No provision for Hong Kong Profits Tax has been made as the companies
comprising the Group either have no assessable profit in the year or the
estimated assessable profits were wholly absorbed by tax losses brought

forward.

Taxation for other jurisdictions represents (under) overprovision for
taxation in prior years. No provision for overseas taxation has been made
as the Group has no taxable profit during the years ended 31 December

2004 and 2005 in other jurisdictions.

2005 2004

HK$°000 HK$'000
—¥REE —FEME
T T
(63) 23
2,171 -
2,108 23

RRAREE T 2 A RRF AL EEFE
ARBUE A SRR BUE N E 2 8GE AR
REERAEE MU BEREENEHEE-

Hih AR 2 BIAEREFENIA L (B
HAR) BRRE AR AEERHE_T
TNER_ZEZRFT_A=+—HBIHF
JE A B B AR IR I R R ER A |- BUIE
eI IR R B



Taxation credit for the year can be reconciled to the profit (loss) before

taxation per the consolidated income statement as follows:

Profit (loss) before taxation

Tax at the domestic income tax
rate of 17.5% (2004: 17.5%)

Tax effect of share of results
of associates

Tax effect of expenses that are not
deductible in determining
taxable profit

Tax effect of income that is not
taxable in determining
taxable profit

Tax effect of tax losses not
recognised

Tax effect of tax losses utilised but
not previously recognised

Effect of different tax rates of
subsidiaries operating in other
jurisdictions

(Under) overprovision in prior years

Taxation credit for the year

AT (E518) #1THER:
2005
HK$'000
—2BRE
FHx
BRELADE T (E518) 30,126
BARASHE17.5%
(ZETWNF:17.5%) ;T8 2 BB (5.272)
FEIGEE AR B
M2 1,401
FATEETE FE R IR
AR 2 A2
iy 2= (13,706)
FAEETE FE R I
BAERRZBAZ
MG 2 12,688
KRRz RBERZ
nBTE (7,965)
EBAEZRIRER BB
BiEz BB E 13,548
REMBEERREE
RPEEPNCIRNEETRS
2R 1,477
BAFEZ (BETR) BERE (63)
REFE 2 HIARE 2,108

AR [ 22 Tl YR R (B AT B

BUER 2 R

2004
HK$'000
ZETEF
FHT

(2,852)

499

(34)

(8,358)

13,999

(6,645)

3,604

(3,065)
23

23



2005 2004

HK$'000 HK$'000
e Ty —TEnE
FHET FAT
Interim dividend paid of HK2 cents 2 1-FR B B &A% 27841l
per share (2004: nil) (ZE=ZTWE &) 8,752 -
The directors have declared a final dividend of HK1.5 cents per share for EEMREENFRASTEBERIIR
the year ended 31 December 2005 (2004 nil) to those shareholders NARREMzBRRERBE_TTRF
whose names appear on the register of members of the Company on +TZA=Z+—HALEFEZRAKREER.5
24 May 2006. B (ZETME |) -
The calculation of the basic earnings per share is based on the following BREREF TIE T OISR E
data:
2005 2004
HK$'000 HK$'000
S PE: —EnF
FHET FAT
Earnings for the purpose of basic ~ FA{ET EEREREF| 2 &F
earnings per share 31,109 8,556

Number of shares

RIDBE
2005 2004
—zens —TEmE
Weighted average number of REst EBREREF
ordinary shares for the purpose 2w
of basic earnings per share FHE 418,541,133 201,251,437
Notes: B3t
(@  No disclosure of diluted earnings per share has been presented for the (@ ARANGEZIHZE_TTHFR=
year ended 31 December 2004 and 2005 as the conversion of the AF+ZA=T—RLEFEEREESER
Company’s convertible notes would increase the earnings per share. ZRE BREARBADRZ IRRERS

BEUERENEMEM-



A reconciliation of the restatement of basic earnings per share to adjust

for the effects of changes in accounting policies is as follows:

Reported figures before adjustment
Effects of changes in accounting

policies

Restated

ARRFEYT
SHERED V8

]

(b)

B
E- YN

'K
=
v

BHBRED Y ETES 2 SR

MEHRIAT

2005

HKS
—¥TEF
B

0.06

0.01

0.07

2004

HK$
ZETPEF
BT

0.18

(0.14)

0.04



COST OR VALUATION

At 1 January 2004
Currency realignment
Acquisition of subsidiaries
Additions

Disposals

At 31 December 2004
Currency realignment
Acquisition of subsidiaries
Additions

Disposals

At 31 December 2005

Comprising
At cost
At valuation

DEPRECIATION, AMORTISATION
AND IMPAIRMENT

At 1 January 2004

Currency realignment

Provided for the year

(Reversal of impairment loss)
impairment loss recognised for
the year (note (c))

Eliminated on disposals

At 31 December 2004
Currency realignment
Provided for the year
Reversal of impairment loss
for the year (note (¢))
Eliminated on disposals

At 31 December 2005

CARRYING VALUES
At 31 December 2005

At 31 December 2004

RA
R-23mE-A-A
%8%
HEHEAT

TE

i

R-FEEET-A=t-H
R e

WEHEAR

HE

it

RZFTRFT-A=1-H

23
A
RiaE

i

RAE
R-FERE-F-A
RHEE S
TERAR
(REBEED)
AEREER
AR ()
HERS R

RZZEMF+-A=T-H

BERE

REERE

MEEREEEER
(Fitz(0)

HER AR

R-EBEF+-A=1-A

TR
R-ZBEF+-A=1-A

RZFEME+-A=t-H

Leasehold
land and
buildings

HK$'000

BE
TihRET
TR

80,153

(42,128)

38,025

38,025
31,025
7,000

38,025

58,939
299
(4,511)
(33,161)
21,566

364

(4,874)

17,056

20,969

16,459

Hotel
properties
HK'000
Note (a)

BENE
Tt
M)

1,604,752

1,604,752
20,363

1,625,115
1,625,115

1,625,115
30,119

30,119
1,502
30,119

61,740

1,563,375

1,574,633

Properties
under
con-
struction
HK$'000

fi3-2ES
TR

46,728

46,728

46,728
46,728

46,728

8,128

1,100

9,228

(900)

8,328

38,400

37,500

Furniture Leasehold

and
fixtures
HK$'000

&R

kB
TEL

3,361
195
54,422
4,220
(7,198)

55,000
910

4,674
(3,040)

57,544
57,544

57,544

2,087
152
17,

(6,501)
13,509

m
15,718

(2,734)

21,204

30,340

41,491

improve-
ments
HK$'000
BE

nEEE
TATL

8,592
15,907
12,043
(5,180)
31,480

518
393
5470
(30

37,831
37,831
37,831

3943

5464

(4,793)
4,631

86
7,565

(19

12,263

25,568

26,849

Motor
vehicles
HK$'000

RE
THR

1,017
1,448
937
(443)

2979
82

5921
(1,925)

7,057
7,057

1,057

583
16
526

(443)
682

60
1,200

(230)

1712

5345

2,297

Office
equipment
and
machinery
HK$'000

BAE

RERME
TEL

15,648
243
6,665
1,655
(905)
23,306
1,378
1,000
2,593
(1,134)

27,143
27,143

27,143

12,598
197
2,697

(828)
14,664
1,027
5343
(1,053)

19,981

7,162

8,642

Vessels
HK$'000

e

THR

5,656

434

(95)

5995

11,701

8

1

Total
HK$'000

&

THR

161,966
576
1,683,194
18,855
(55,854)

1,808,737
23,251
1,393
30,040
(6,282)
1,857,139
1,850,139
7,000

1,857,139

91,753
382
57,057

(3411
(45,726)
100,055

3,386

60,743

(5,774)
4131

154,279

1,702,860

1,708,682



The above items of property, plant and equipment are depreciated on a

straight line basis of the following rates per annum:

Leasehold land and buildings

Hotel properties

Furniture and fixtures

Leasehold improvements

Motor vehicles

Office equipment and machinery

Vessels

Over the remaining unexpired terms
of the leases

Over the remaining unexpired terms
of the leases

10% - 20%

10% — 20% or the term of the lease

or land use rights, if shorter

8.33% - 20%
20%
5%

An analysis of the properties of the Group held at the balance sheet

date is as follows:

Long leases in Hong Kong
Medium term leases in Hong Kong

Medium term leases in the PRC

(note b)

Leasehold
land and buildings

2005

HK$'000 HK$'000
HELHRET

—¥TEF —TIMF

TR A

REB 2 REBRL 16,879 13,299
i pdali ik 4,090
A ELZ 4

(MizE b) -

20,969 16,459

A EWE - ez K

THIFERTE:

RAETE B THRE ARELEIA

AE L REF B LFISRF
Nt/ R 4TI HF 57
EREEE 10%-20%
THEYHEEE 10%-20% (T E
s A F
Y AR S A%)
RE 8.33%-20%
WAERERHEEE  20%
e 5%

AEENEEBRFAZMEITT:

Hotel Properties
properties under construction
2005 2004 2005 2004
HK$°000 HK$'000 HK$'000 HK$'000
ALY ES 3= 2/
“EERE —ZTNF ZETRF —_TTNF

FET FHET FTEx FET

614,856 620,510 - =

948,519 954,123 38,400 37,500

1,563,375 1,574,633 38,400 37,500



Notes:

(a)

Included in the hotel properties at the balance sheet date is a hotel
property with a carrying value of HK$142,195,000 (2004:
HK$143,104,000) situated in Luoyang, the PRC and held under a
medium term land use rights. The land use rights of the hotel property
is currently held by Luoyang Power Supply Bureau, a minority
shareholder of the subsidiary holding the hotel property. Pursuant to a
land use rights agreement entered into between Luoyang Power Supply
Bureau and the subsidiary on 15 April 1999 (before the Group acquired
the said subsidiary in 2004), Luoyang Power Supply Bureau agreed to
permit the said subsidiary to use the land use rights of the hotel property
for a term commencing from April 1999 to April 2049 for hotel use.

Included in the hotel properties held under medium term leases in the
PRC of HK$948,519,000 (2004: HK$954,123,000) is a hotel property
with a carrying value of approximately HK$210,860,000 (2004:
HK$212,050,000) of which a subsidiary of the Company has been
granted the right to operate and manage the hotel in Guangzhou, the
PRC for a period from January 1987 to January 2017, and subject to
certain conditions to be fulfilled, the operating period may be extended
for a further period of 20 years.

The directors reviewed the carrying amounts of its property, plant and
equipment as at 31 December 2005 and identified that the value of
properties under construction and certain properties has increased
(2004: the value of properties under construction was impaired and
the value of certain properties was increased). Accordingly, the carrying
amounts of properties under construction and properties were stated
to their recoverable amounts, which were determined with reference
to the independent professional valuation on open market value as at
31 December 2004 and 2005.

The independent professional valuation as at 31 December 2005 has
been carried out by Norton Appraisals Limited, an independent qualified
professional valuer not connected with the Group. Norton Appraisals
Limited has appropriate qualifications and recent experiences in the
valuation of similar properties in the relevant locations. The valuation,
which was carried out in accordance with the HKIS Valuation Standards
on Properties (1st Edition) published by the Hong Kong Institute of
Surveyors, was arrived at by reference to market evidence of transaction
prices for similar properties.

WEEE A ZBEYEBIER P BIRE TR
M1EE142,195,000/8 7T (- ST 4F:
143,104,000 7T) ZBIEYEE 238D
1R B A T PR RS o SRB S b
FERREFARLEYEZHBARZ
LEBRRRGETEEBRE RIBZSGTE
¥RREZMBATIR—NANANFONATR
HEIL 2 TihfERERE RAEEE=T
TMFEWREZNBARR) RETEER
RE#E LB AR ERZBEMEZ
TR ARE-ANNFOAZ=Z
PUNERD A SERE Rk

FFR B LAFR EARE 4935 2 948,519,000/ 7T
(ZZZPU4:954,123,000/87T) /B
BIE—MIBREI{EAY210,860,000/ T (=&
TPYE:212,050,000770) ZIBEWEE - T
AN A2 MR RV AL R B M
M2 BEEZ EEREREE A NN\LF
—AE-T—tF—A MEETETERX
ZAEHRBRT RSB E— SR =
go

EEERIR-_ZTTAFE+-_A=1+—H
5 AR R A 2 BREE W HERTEIEY)
¥RETYEZEEBMEM(ZETN
FEEMELRRE METYEZEE
AIEETIEM) -Hit - ERMERME L BRE
EERE AT &5 R M A Bl £ 58 TY
SR-_ZTNFER_TTRFT A=
—HAZ A ARMEEL 2 BT SEHEEE.

W-ZZRF+_A=+—BZBYEHX
HEREHERFEERARELET T3
BEHEERAR RN EEEREZ BT
AEREXGEN ERERFEERAF
HEEE  ERREERERUYEZ
M EER-AEREEENEMSE ST
B YEGEER (B —iR) &7 W2 ER
(CYESISEE Pa g Si{ (N



Details of property, plant and equipment which are stated at valuation

at the balance sheet date are as follows:

At valuation ZiHE
—31 July 1997 - —Aht&E+A=+—8
— 31 March 1998 - —AANFE=ZA=+—H

B RETHTE

Less: Accumulated depreciation,

amortisation and YEREN
impairment
Net book value BREFE

The valuations as at 31 July 1997 and 31 March 1998 represented the
carrying values (equivalent to their approximate fair values) of the
leasehold land and buildings at the time when they ceased to be classified
as investment properties. Had the leasehold properties been carried at
their historical cost less accumulated depreciation, amortisation and
impairment losses, the carrying value of the leasehold properties would

have been stated at HK$2,310,000 (2004: HK$2,372,000).

The net book value of motor vehicles, and office equipment and
machinery of the Group held under finance leases as at 31 December

2005 was HK$137,000 (2004: HK$1,774,000).

The net book value of motor vehicles of the Group leased to outsiders
to earn rental income as at 31 December 2005 was HK$703,000 (2004:
HK$890,000).

D]]

ERY 1 REERZBEFB

Leasehold
land and buildings
2005 2004
HK$'000 HK$'000
HETHREF
—BERF —ETmE

FAERT FAT

4,800 4,800

2,200 2,200

7,000 7,000
(4,690) (4,628)

2,310 2,372

\—ANtEFEEA=+—BE—AANEFE
TATt+AZzHEERENEREFT
BEREERREDHER 2 REE (WRENE
NEBE) EHEYE AT LK AR R
e B REBENER MZEEEY
¥ 7 REEEA2,310,0008 L (Z2ZTW
42,372,000/ 7T) °

RZZBZERFE+_A=1+—8 HUgEHRY
BAEZRE WAERERMEE 7 BRI FE
£137,00078 70 (ZZZMU4F 1,774,000

T5)

R-ZFFTRF+-A=1+—8 AEEHI
RATERAELURREASKAZ TEZ
EEFEAT03,0008 L (ZETME:
890,000/7T) °



Fair value of investment property: & EWE v A F(BIE:

At beginning of the year REA]
Increase in fair value NEEE N
Reclassified as held for sale ENOEARBIEER
At end of the year REE

Asset classified as held for sale DERBIEHEZEE

The investment property of the Group is freehold and held outside Hong
Kong.

On 13 July 2005, the Group entered into a sale agreement to dispose of
the investment property. The disposal was completed on 20 January

2006, on which date the beneficial ownership was passed to the acquirer.

The fair value of the Group’s investment property before reclassification
as asset classified as held for sale was determined based on its selling
price at 20 January 2006. In the opinion of directors, there is no material
difference between the fair value of investment property at 31 December

2005 and its fair value at 20 January 2006.

The Group's property interest held under operating leases to earn rentals
was measured using the fair value model and was classified and

accounted for as investment property.

2005 2004

HK$'000 HK$'000
—FTnF —FEMF
T T
3,400 1,400
619 2,000
(4,019) -

- 3,400

4,019 -

AEBHEAZRENE I KAFE XRE
BN -

R-TEZRF+A+=0 F~EEFZ—
HER HEREME-FRALHEE N
TERF-AZ+HHTR REMEZEH
HEEETNZAEBREER.

J i

EEHDBIWERELE ZEER A%
BREMEZ ATFEEDIREEAR _ZT
F-A-tRAZEEMET -EFRA
BEMER_TTRFE+_A=1—8
FEERER -_ZETRF-A-1H
FEELESAER.

>“<I‘S >

!

2
2

B

AEBRBEKEHENRBESMBFEZY
Ea VAR HERRAGE X OB NG
ARBEYE-



Cost of investment in associates,

unlisted

Share of post-acquisition reserves

FEAEWB IR

RIEEMBERB ZRERA

Particulars of the Group's associates as at 31 December 2005 are as

follows:

Name of associate

BEATER

Ananda Travel Service
(Aust.) Pty. Limited
Ananda Travel Service
(Aust.) Pty. Limited

Feng Ze Investments
Limited (“Feng Ze")

LEREBRAR
(rez)

Kingsway Hotel Limited
(“Kingsway Hotel")

SHEEARAR
(T&EBE])

Travoo International
Limited

Travoo International
Limited

Wing On International
Travel Service Ltd.
Guangdong

BEEK R BB RITHL AR AT

Xin Wei Property Investment
Company Limited
BRREBRAR

Form of
business
structure

EBRBIK

Limited liability
company

EREERT

Limited liability
company
BREEAT

Limited liability
company

EREERT

Limited liability
company
BREEAT

Sino-foreign
equity joint
venture

FINEERT

Limited liability
company
BREEAT

Place of
incorporation
and
operation
SRR AR 3L
RS0

Australia

SEM

Macau

RPY

Macau

!

British Virgin
Islands

KBRS

PRC

H
Macau

L

Issued and
paid up

share capital/
registered
capital

‘000
ERTREHE
B EMER
T

A$400

400/27T

MOP115

1157

MOP500

B¥5007T

US$6,120

6,120% 7T

RMB5,000

AR¥S5,0007T
MOP100

Ak 1007T

2005
HK$'000
—EBRF
FET

219,137
1,285

220,422

2004
HK$'000
—TTNEF

FHT

3,903
(1,914)

1,989

AEBZBERRAN _ETRFT A=

7

=
tT—RZ&HBENT:

Proportion of
issued/registered
capital held

by the Group
2005 2004
TEEREERT

AfEARE R
“EERE —TTNF
40% 40%

40% 40%

28.5% -

28.5% -

31.7% -

31.7% -

50% =

50% =

49% 49%

49% 49%
31.7% -

31.7% -

Principal activities

TEREY

Travel and related
services

TiRitE Ko AR R AR 75

Investment holding

BB

Hotel ownership and
operation

A RS EE

Investment holding

BB

Travel and related
services

I3z K 46 B AR S

Investment holding

BAER



The summarised financial information in respect of the Group’s associates REEBE AR VBHREBERS| W T:

is set out below:

2005 2004
HK$'000 HK$'000
—eEns —2ENE
FET FAET
Total assets BERAE 562,873 17,318
Total liabilities afEes 161,554 11,053
Net assets BEFE 401,319 6,265
Share of net assets EIEEESFE 220,422 1,989
Turnover e 111,531 61,246
Profit (loss) for the year REZmH (E8) 13,381 (418)
Share of results of associates NEFE L&
for the year NGIE 8,006 (195)
Available-for-sale investments as at 31 December 2005 comprise: RIEERFF+_A=F+—RHZA#HEE
HEBIE
HK$'000
FHET
Equity securities IRANFE 55
Unlisted shares, at cost IEETRRR D - LA ANE 126,425
Less: Impairment losses recognised B BRI EEE (33,800)

92,625



Particulars of the Group’s major available-for-sale investments as at 31

December 2005 are as follows:

Issued Proportion of
Place of and paid up issued/registered
incorporation share capital/ capital held
Name of entity and operation registered capital by the subsidiaries
'000 2005 2004
WEARRE
BETR BRTRE
MR R HRRE /BmER
EREE BEHE /RmER paid]
TAT “BREF —TENE
Guilin Osmanthus Hotel PRC US$3,489 49.5% 49.5%
Note (a)
AT AHEABE H 3489%TT 49.5% 49.5%
Htita)
Guangxi Guijia Property PRC US$8,021 26% 26%
Management Company Note (b)
Limited (“Guangxi Guijia")
EREENFERERAT e 8,021%7T 26% 26%
([BAEEER]) )
Notes:
(@  Though the Group holds a 49.5% interest in Guilin Osmanthus Hotel,

the directors considered that the Group cannot exercise influence on
the financial and operating policies of Guilin Osmanthus Hotel and
accordingly, it is classified as an available-for-sale investment. The
directors reviewed its carrying amount and considered that it is unlikely
to recover the interest in Guilin Osmanthus Hotel and the present value
of the estimated future cash flows expected to arise from the investment
is minimal. Accordingly, an impairment loss of HK$26,974,000 was
recognised in the financial statements to write down the carrying
amount of the investment. At 31 December 2004, the investment was
classified as investment securities (note 20) and an impairment loss of
HK$26,974,000 was recognised in the financial statements.

Though a subsidiary of the Group holds a 26% interest in Guangxi Guijia,
the directors considered that the Group cannot exercise significant
influence on the financial and operating policies of Guangxi Guijia and
accordingly, it is classified as an available-for-sale 