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Notes to the Financial Statements
For the year ended 31st December, 2005

The Company is a public listed company incorporated in Bermuda as an
exempted company with limited liability and 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 to the annual report.

The consolidated financial statements are presented in Hong Kong dollars, which

is the same as the functional currency of the Company.

The Company's principal activity is investment holding and the activities of its
principal subsidiaries, associates and jointly controlled entities are set out in Notes
55, 56 and 57, respectively.

In the current year, the Group has applied, for the first time, a number of new
and revised Hong Kong Financial Reporting Standards (“HKFRSs"), Hong Kong
Accounting Standards (“HKASs") and Interpretations (hereinafter collectively
referred to as “new HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (the "HKICPA") that are effective for accounting periods
beginning on or after 1st 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
have been changed. 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 prior accounting periods are prepared and

presented:
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Notes to the Financial Statements
For the year ended 31st December, 2005

(a)

Business Combinations

In the current year, the Group has applied HKFRS 3 “Business
Combinations”, which is effective from business combinations for which
the agreement date is on or after 1st January, 2005. The principal effects
of the application of HKFRS 3 to the Group are summarised below:

Goodwill

In previous years, goodwill arising on acquisitions was capitalised and
amortised over its estimated useful life. The Group has applied the relevant
transitional provisions in HKFRS 3. With respect to goodwill previously
capitalised on the balance sheet, the Group on 1st January, 2005
eliminated the carrying amount of the related accumulated amortisation
of HK$14,114,000 with a corresponding decrease in the cost of goodwill
(see Note 27). The Group has discontinued amortising such goodwill from
1st January, 2005 onwards and goodwill will be tested for impairment at
least annually. Goodwill arising on acquisitions after 1st 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 income statement in the period in which the
acquisition takes place. In previous periods, negative goodwill was
presented as a deduction from assets or included in interests in associates
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 derecognised all negative goodwill as
at 1st January, 2005, with a corresponding increase to the Group's
retained profits (see Note 3 for the financial impact).
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Notes to the Financial Statements
For the year ended 31st December, 2005

(b) Financial Instruments

In the current year, the Group has applied HKAS 32 “Financial Instruments:
Disclosure and Presentation” and HKAS 39 “Financial Instruments:
Recognition and Measurement”. HKAS 32 requires retrospective
application. HKAS 39, which is effective for accounting periods beginning
on or after 1st January, 2005, generally does not permit to recognise,
derecognise or measure 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 bonds

HKAS 32 requires an issuer of a compound financial instrument that
contains both financial liability components and equity components to
separate the compound financial instrument into its liability and equity
components on its initial recognition and to account for these components
separately. At the date of issue, the fair value of the liability component is
estimated using the prevailing market interest rate for similar non-
convertible debt. The difference between the proceeds of issue of the
convertible bonds and the fair value assigned to the liability component,
representing the conversion option for the holders to convert the bond
into equity, is included in equity. In subsequent periods, the liability
component is carried at amortised cost using effective interest method.
The application of HKAS 32 has had no material impact for 2004

comparative figures as all the convertible bonds are issued in 2005.
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Notes to the Financial Statements
For the year ended 31st December, 2005

(b)

Financial Instruments (cont’d)

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.

By 31st December, 2004, the Group classified and measured its debt and
equity securities in accordance with the benchmark treatment of
Statement of Standard Accounting Practice (“SSAP") 24. Under SSAP 24,
investments in debt or equity securities are classified as “investment

nou

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 income statement. Held-to-
maturity investments are carried at amortised cost less impairment losses
(if any). From 1st 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

nou

value through profit or loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. The classification
depends on the purpose for which the assets are acquired. “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
income statement 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 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 (see Note 3 for the

financial impact).
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Notes to the Financial Statements
For the year ended 31st December, 2005

(b)

Financial Instruments (cont’d)

Financial assets and financial liabilities other than debt and equity

securities

From 1st 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
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 income statement directly. Other financial liabilities are
carried at amortised cost using the effective interest method after initial

recognition.

Prior to the application of HKAS 39, an interest-free loan receivable, an
interest-free non-current amounts due to associates, an interest-free
advances to associates and minority shareholders were stated at the
nominal amount. The Group has applied the relevant transitional
provisions in HKAS 39 as a result of the change in accounting policies.
The carrying amounts of interest-free loan receivable, interest-free
amounts due to associates, interest-free advances to associates and
minority shareholders are adjusted for the effect of imputed interest based
on the prevailing market rate as at the date of grant and are carried at
amortised cost using the effective interest method subsequent to 1st

January, 2005 (see Note 3 for the financial impact).
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Notes to the Financial Statements
For the year ended 31st December, 2005

(b)

(9

Financial Instruments (cont’d)

Derivatives

In previous years, the recognised and unrecognised gains or losses of
foreign currency forward contracts are recognised in accordance with the
scope of SSAP 1

are within the scope of HKAS 39 are required to be carried at fair value at

1. From 1st January, 2005 onwards, all derivatives that

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 host contracts) are deemed as held-for-trading financial assets
or financial liabilities, unless they qualify and are designated as effective
hedging instruments. For derivatives that are classified as held for trading,
changes in fair values of such derivatives are recognised in income

statement for the period in which they arise.

Hotel Properties

HKAS Interpretation 2 “The Appropriate Accounting Policies for Hotel
Properties” clarifies the accounting policy for owner-operated hotel
properties. In previous years, an associate of the Group's self-operated
hotel properties were carried at revalued amounts and were not subject
to depreciation. HKAS Interpretation 2 requires owner-operated hotel
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
associate of the Group has resolved to account for these hotel properties
using the cost model. In the absence of any specific transitional provisions
in HKAS Interpretation 2, the new accounting policy has been applied
retrospectively. Comparative figures of the interests in associates and share
of result of associates have been restated (see Note 3 for the financial

impact).
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Notes to the Financial Statements
For the year ended 31st December, 2005

(d)

(e)

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and buildings were
included in properties and other fixed assets and properties under
development and measured at cost less impairment. In the current year,
the Group has applied HKAS 17 “Leases”. 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 (see Note 3 for the financial impact).

Investment Properties

In the current year, the Group has, for the first time, applied HKAS 40
“Investment Property”. Under HKAS 40, land held for currently
undetermined future use is treated as investment property. Accordingly,
property interests held for development which was previously measured
at cost less impairment was reclassified to investment property at 1st
January, 2005.
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Notes to the Financial Statements
For the year ended 31st December, 2005

(e)

Investment Properties (cont’d)

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
income statement for the year in which they arise. In previous years,
investment properties under SSAP 13 were measured at open market
values, with revaluation surplus or deficits credited or charged to
investment properties 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
properties 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 from 1st January, 2005 onwards. The amount
held in investment properties revaluation reserve at 1st January, 2005 has
been transferred to the Group's retained profits. Gains or losses arising
on changes in fair value of investment properties held by the Group and
the associates were recognised in the income statement for the year in

which they arise (see Note 3 for the financial impact).

In addition, HKAS 40 has removed the 15% benchmark for determining
the significance of the portion of property held for own use or leased to
group companies which was previously allowed under SSAP 13. Under
HKAS 40, if a property used for administrative purpose could be sold
separately, the Group is required to account for that property separately
as property, plant and equipment. Accordingly, certain property held for
own use, previously included in investment properties, has been classified
as property, plant and equipment under HKAS 16 “Property, Plant and
Equipment”. These changes in accounting policies have been applied

retrospectively (see Note 3 for the financial impact).
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Notes to the Financial Statements
For the year ended 31st December, 2005

®

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 HK(SIC) Interpretation 21 “Income
Taxes — Recovery of Revalued Non-Depreciable Assets” 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 reflect 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. Comparative

figures have been restated (see Note 3 for the financial impact).
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Notes to the Financial Statements B 7% S 2% MO 5
For the year ended 31st December, 2005 BHE—_FFTAF+_A=1+—HIFE

3. SUMMARY OF THE EFFECTS OF THE CHANGES 3. @:tHFR &g EHME
IN ACCOUNTING POLICIES

The cumulative effects of the application of new HKFRSs on 31st December, ERFBEBMBRELIMN_ZEZTMF+_A=

2004 and 1st January, 2005 are summarised below: +—BRER—_EERF—FA—BZ2BFEnnm
T:
As at 31st

December, As at 31st As at
2004 Retrospective adj Decemb Adjustments on 1st January, 2005  1st January,
(as originally HKAS HKAS  HK(SIC) 2004 2005
stated)  HKAS1  HKAS17 16,17&40 IN2  INT21 (asrestated)  HKAS39  HKAS40  HKFRS3 (as restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000

(Note2) ~ (Note2d) ~ (Note2e)  (Note2c)  (Note2f) (Note2b)  (Note2e)  (Note 2a)

ERRE R=2ZEF-f-AzHE

R-BERE B BB BERE N-3IOE Bk
+=A E# ER  BiER &R RHzEf +=A i ER  HBRE R-TRIF
=+-R  &iER &R Fiwee 17 2B 2B  Zt-B  &HEN &%l %3 -B-H

(R%25) F18%  FE Rao% £25 Fns (BEN)  E30FE  FaoR $3%  (BE))
TET TEL TEL TEL TEL TET TR TER TER TER TER

(Wi2)  (HsEad)  (BisE2e)  (Wfk2c)  (Hiskaf) (Miab)  (Wit2e) (MiiE2a)
Balance sheet items EEAMRER
Investment properties REWE 19,687480 - - (344,000) - - 19,343,480 - 15,600 - 19,359,080
Property and other fixed assets NEREMETEE 32939 - (287) 52,086 - - 84,738 - (2,004) - 82,734
Properties under development BERNE 10,250 - (9,500) - - - 750 - - - 750
Prepaid lease payments BEENE - - 9,760 240,955 - - 250,715 = = = 250,715
Negative goodwill AERE (191,028) - - - - - (191,02) - - 191,028 -
Loans receivable ERER 13,964 - - - - - 13,964 (295) - - 13,669
Deferred tax assets BREREEE 73,425 - - - - 11,456 84,881 = = = 84,881
Interests in associates hENEER 869,926 = = = (205,694) (32,561) 631,671 120,097 = 75,909 827671
Advances to associates BRBERARE 944,132 - - - - - 944132 (120511) - - 823621
Available-for-sale investments FERE - - - - - - - 1,661,651 - - 1,661,651
Investments in securities FHRE 1,940,109 - - - - - 1,940,109 (1,940,109) - - -
Investments held for trading RIEEEZRE - - - - - - - 482714 - - 48714
Amounts due to associates REWERATE (26,646) - - - - - (26,646) 414 - - (26,232)
Amounts due to minority shareholders RELBRESE (373,878) - - - - - (373878) 91,269 - - (282,609)
Deferred tax liabilties EEHBAE (42437) = = (123) — (2000452) (2,043612) = (2379) ~ (2045991
Other assets and liabilities HiEERERE (4,536,997) - - - - - (4536,997) - - - (4536997)
Total effects on assets and liabilties HEERARzEYE 18,401,239 - (27)  (51682)  (205694) (2021557) 16122279 295230 11217 266937 16695663
Minority interests SBRRER 84539 (84539) - - - - - - - - -
18,485,778 (84,539) (27) (51,682)  (205,694) (2,021,557) 16,122,279 295,230 11,217 266,937 16,695,663

Share capital BA 203,021 - - - - - 203021 - - - 203,021
Investment properties revaluation reserve RENEBEGE 11,130,696 - - (40,700) - (2016581) 9,073,415 - (9073415) - -
Hotel property revaluation reserve BENEEREE 7813 - - - (7813) - - - - - -
Securifies investments reserve BHRERE - - - - - - - 31732 - - 31732
Retained profits BEEF 2,972,774 = @7  (10982)  (197881) - 2763884 (113365) 9080362 266937 11997818
Other reserves HibGE 4,171,474 - - - - - 4171474 - - - 4171474
Equity attributable to equity holders of BRAZBRARERREA

the parent ZEERARS 18,485.778 = @7)  (51682) (205694) (2016581) 16211794 203961 6947 266937 16,689,639
Minority interests DY REER - (845%9) = = = (49%)  (89515) 91269 4270 = 6,024
Total effects on equity HRAER LY E 18485778 (84,539) (Q7)  (51682)  (205694) (2021557) 16122279 295230 1217 266937 16,695,663
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Notes to the Financial Statements
For the year ended 31st December, 2005

The effects of the changes in the accounting policies described in Note 2 on the

results for the current and prior year are as follows:

For the year ended
31st December, 2005

Increase in depreciation arising
from reclassification from investment
properties to property and
other fixed assets
Increase in deferred tax on
accelerated tax deprecation
Decrease in release of
negative goodwil
Decrease in amortization of goodwill
Increase in imputed interest income
from advances to associates
Increase in imputed interest
income from loans receivable
Increase in imputed interest expense
on amounts due to associates
Increase in imputed interest
expense on amounts due
to minority shareholders
Increase in imputed interest expense
on convertible bonds
(Decrease) increase in share of
results of associates
Decrease in income tax expenses
Increase in amortisation of prepaid
lease payments
Increase in fair value changes on
investment properties
Increase in deferred tax on
revaluation of
investment properties

(Decrease) increase in profit
for the year

BE-3%1%
+ZB=1-HLEE

RENEENIEANE
REMETEEES
ZHEEN

MERERE 2RI
RBE
BEAERRDED

BERHE D
BRBERARAZEE
MERAEM
ERERZRENE
WA
REBENFHELZEE
MEFEN
REVBBRNA
ZBEN BRXIEM

aRER 2 ES
MEFEN
Blrmannza
(R) 21
SRR
BNEENE
B
RENFZATE
EEb)
EfRENFL
BREHEEM

REEEM (D)
m
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B FSERR M o

BE_FTRF+-AS+—HAILEE

M 2 TSRS B EAFER FFEEE
BN
HKAS 32 & HKAS  HK (SIC) - Total
HKAS1  HKAS17  HKAS39 HKAS40  HKFRS3 INT2 INT 21 effect
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
(Note2)  (Note2d) (Note2b) (Note2e) (Note2a) (Note2c)  (Note 2f)
B EERE BERE
B BE  giER BB BEME BEEY FHZERE
BiER  EHER  ERnR  EHER  HEEH 3 i
1% 1% £39%  F40F F3% g2 FuR axg
TR TR TERL TR TERL T TR T
(Kraf2) (KisEad)  (MisE2b)  (Btik2e)  (KiaE2a)  (MiaE2c)  (BvaEaf)
= S - (1,484) - - o (1.484)
- - - (47) - - - (47)
- - c - (8,661) - - (8.661)
- - - - 2,567 - - 2,561
- - 47,141 - - - - 41,141
- - 295 - - - - 295
- - (a19) - - S - (1)
E - (16107) - - - - (16107
- - (36932 - - - - (36932)
(18,530) - (47333) 176,020 - (5143)  (42,155) 62,859
18,530 - - - - - - 18,530
- (609) - - - - - (609)
- - - 4,976,713 - - - 4,976,113
- - - - = - (876490) (876,490)
- (609)  (52.744) 5,151,202 (6,098)  (5143) (918,645) 4,167,967




Notes to the Financial Statements
For the year ended 31st December, 2005

For the year ended
31st December, 2004

Increase in depreciation
arising from reclassification
from investment properties
to property and
other fixed assets

Increase in deferred tax on
accelerated tax depreciation

Decrease in share of
results of associates

Decrease in income
tax expense

Decrease in depreciation

Increase in amortisation of

prepaid lease payments

Decrease in profit for the year

B 5 ¥Rk M ot

#

EoEEREASf =+ —HIEE

HKAS Total
HKAS1 HKAS 17 HKAS 40 INT 2 effect
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note2)  (Note2d)  (Note 2e) (Note 2¢)
&8
BB BB B8 ErtER
&R BFEA  gHEA Re
15 E17 5 % 40 5% 25 n e
FAT FET FHBIT FAT FAT
(BFaE2)  (BIsE2d) (BizE2e)  (FfI&E20)
HE_ZTZTWNF
+ZA=+—HBIFE
BREMEETHEAR
5 I E M E E A B
A2 T EE N
= = (1,483) = (1,483)
MRFBIENE 2R
At T L AN - - 47) - 47)
AR E AR
XERD (3,198) = = (3,497) (6,695)
FrEBim R
3,198 = = = 3,198
ER D - 20 - - 20
BNAERE
1 5538 10 - (609) - = (609)
AN [ F A - (589) (1,530) (3,497) (5,616)




Notes to the Financial Statements B IS R M5
For the year ended 31st December, 2005 HEz—_ZFTFERF+_A=Z+—HIFFE

The effects of the changes in the accounting policies described in Note 2 by line Misr 2 Tt S st BER SR AFER FFEES

items for the current and prior year are as follows: BEDZHENT :
HKAS 32 & HKAS  HK (SIC) - Total
HKAS1  HKAS17  HKAS39 HKAS40  HKFRS3 INT2 INT 21 effect

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
(Note2) ~ (Note2d)  (Note2b)  (Note2e)  (Note2a)  (Note2c)  (Note2f)
B g% FE3R
B BE  giER BE BEME gMEN FHZERE
BiEA  SHEN  EnR  gHEN  ®EEH E 2B
1% F1IH 9% F40% £3% g2 FuR axg
TR TR TR TR TERL T TERL T
(BsE2)  (MisEad)  (BisE2b)  (BisE2e)  (MisE2a)  (BsEac)  (MsEof)

For the year ended BE-BZRF
31st December, 2005 TZHA=t+-BLEE
Decrease in other income AR - - - - (8.661) - - (8,661)
Increase in investment income, net RERAFEEM - - 48,042 - - - - 48,002
Increase in administrative expenses IHFEXEM - (609) - (1,484) - - - (2,093)
Decrease in other expenses EfhAEZR S - - - - 2,561 - - 2,567
Increase in fair value changes on REMEZNTE
investment properties BEIEM - - - 4,976,713 - - - 4,976,113
Increase in finance costs BIBERLEM - - (53453) - - - - (53,453)
(Decrease) increase in share of BRBERRER
results of associates (AD) #Em (18,530) - (47333) 176,020 - (5143)  (42,155) 62,859
Decrease (increase) in income tax expense  FRS A R4 (#£10) 18,530 - - (47) - - (876,490)  (858,007)
(Decrease) increase in profit for the year —— AEERF (F4) £ - (609)  (52,744) 5,151,202 (6,094) (5143)  (918,645) 4,167,967
HKAS Total
HKAS 1 HKAS 17 HKAS 40 INT 2 effect
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note 2) (Note 2d) (Note 2e) (Note 2¢)
58
Bk 5k &8  BItEL
SFER EFEA  SFEf 33
ER E1T5% % 40 5% B2 ne
FHAT FET FHAT FAT FAT
(fEE2)  (MizE2d)  (MdsE2e)  (BfiEE 20)
For the year ended (EZEEME
31st December, 2004 +-A=+—HLFE
Increase in administrative expenses 17 B 7 32 3 i - (589) (1,483) - (2,072)
Decrease in share of results BIEBERRER
of associates VRS (3,198) - - (3,497) (6,695)
Decrease (increase) in FTS R R R 4
income tax expense (#m) 3,198 = (47) = 3,151
Decrease in profit for the year REE R - (589) (1,530) (3,497) (5,616)
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Notes to the Financial Statements B 7% S 2% MO 5
For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE

The financial effects of the application of new HKFRSs to the Group's equity at ERF BBV BREEHREER T MF

1st January, 2004 are summarised below: —A—HZRAER 2T ERmnT
As originally HKAS  HK (SIC) -
stated HKAS 1 HKAS 17 HKAS 40 INT2 INT21 As restated

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note 2) (Note 2d) (Note 2¢) (Note 2¢) (Note 2f)

F&  EERE
b R ER  EitER EHZEE
8iER  EFERN  EFHEN BE BE

A 25 £1% E1T% Fa0% £15 £20% BES|
TERL TERL TR TR TR TET TAT
(M2)  (Wstad)  (WaE2e)  (WiE2o) (W& 26)

Share capitl B 216,390 - - - - - 216390
Investment properties revaluation reserve 1% & ¥ £ E fh 7701857 - - 23,300 - (1462015 6263142
Hotel property revaluation reserve BEENEBHEE 28018 = = — (28018) = =
Retained profits REEH 1,771,154 - (2,443) (6447)  (194384) - 1567880
Other reserves At 4,650,197 - - - - - 4650197

Equity attributable to equity holders BARRNESHAA

of the parent LT R AR 14,367616 - (2,443) 16,853 (222402)  (1,462015) 12,697,609
Minority interests LYK ER - (153,069) = = = (2606)  (155675)
Total effects on equity HEREE B2 14,367616 (153,069) (2,443) 16,853 (222,402)  (1,464,621) 12,541,934

The Group has not early applied the following new standards and interpretations REEEIEREA T2 B MIE MR ERZF
that have been issued but are not yet effective. RIZERI 2R o

EAEBEEE 75
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Notes to the Financial Statements
For the year ended 31st December, 2005

The Group is not yet in a position to determine whether these standards and

interpretations will have a significant impact on how the results of operations

and financial position are prepared and presented. These standards and

interpretations may result in changes in the future as to how the results and

financial position are prepared and presented.

HKAS 1 (Amendment)
HKAS 19 (Amendment)

HKAS 21 (Amendment)
HKAS 39 (Amendment)

HKAS 39 (Amendment)
HKAS 39 & HKFRS 4

Capital disclosures’

Actuarial gains and losses, group plans and
disclosures?

Net investment in a foreign operation?

Cash flow hedge accounting of forecast intragroup
transactions?

The fair value option?

Financial guarantee contracts?

(Amendments)

HKFRS 6 Exploration for and evaluation of mineral
resources?

HKFRS 7 Financial instruments: Disclosures’

HK(IFRIC) — INT 4 Determining whether an arrangement contains a
lease?

HK(IFRIC) — INT 5 Rights to interests arising from decommissioning,
restoration and environmental rehabilitation
funds?

HK(IFRIC) — INT 6 Liabilities arising from participating in a specific
market — waste electrical and electronic
equipment?

HK(IFRIC) — INT 7 Applying the restatement approach under HKAS
29 Financial Reporting in Hyperinflationary
Economies?

I Effective for accounting periods beginning on or after 1st January, 2007.

2 Effective for accounting periods beginning on or after 1st January, 2006.

3 Effective for accounting periods beginning on or after 1st December, 2005.

4 Effective for accounting periods beginning on or after 1st March, 2006.
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Notes to the Financial Statements
For the year ended 31st December, 2005

The consolidated financial statements have been prepared under the historical
cost basis except for certain properties and financial instruments, which are

measured at fair values, as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with
HKFRS issued by the 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.
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the

Company and its subsidiaries.

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.

All inter-group transactions, balances, income and expenses are eliminated on

consolidation.

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.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Goodwill
Goodwill arising on acquisitions prior to 1st January, 2005

Goodwill arising on an acquisition of a subsidiary or an associate for which the
agreement date is before 1st 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 or associate at the date of acquisition.

For previously capitalised goodwill, the Group has discontinued amortisation from
1st 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).

Gooawill arising on acquisitions on or after 1st January, 2005

Goodwill arising on an acquisition of a subsidiary or an associate for which the
agreement date is on or after 1st 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 or associate
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 balance sheet. Capitalised goodwill arising on an acquisition of

an associate is included in the cost of the investment of the relevant associate.

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 income statement. An impairment loss for goodwill is not reversed

in subsequent periods.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Goodwill (cont’d)

Goodwill arising on acquisitions on or after 1st January, 2005 (cont'd)

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

or loss on disposal.

Excess of the Group’s interest in the net fair value of an acquiree’s
identifiable assets, liabilities and contingent liabilities over cost

(“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary or an associate
for which an agreement date is on or after 1st 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 income statement. A discount on
acquisition arising on an acquisition of an associate is included as income in the
determination of the Group’s share of results of the associate in which the

investment is acquired.

As explained in Note 2 above, all negative goodwill as at 1st January, 2005 has
been derecognised with a corresponding adjustment to the Group's retained

profits.
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Notes to the Financial Statements
For the year ended 31st December, 2005

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 (which includes any long-term interests that, in
substance, form part of the Group's net investment in the 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.

Jointly controlled entities

Joint venture arrangements which involve the establishment of a separate entity

in which each venturer has an interest are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled entities are incorporated
in the consolidated financial statements using the equity method of accounting.
Under the equity method, investments in jointly controlled entities 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 jointly
controlled entities, less any identified impairment loss. When the Group's share
of losses of a jointly controlled entity equals or exceeds its interest in that jointly
controlled entity (which includes any long-term interests that, in substance, form
part of the Group's net investment in the jointly controlled entity), 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

jointly controlled entity.
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Notes to the Financial Statements
For the year ended 31st December, 2005

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 is available for immediate sale in its present

condition.

Non-current assets classified as held for sale are measured at the lower of the

assets' previous carrying amount and fair value less costs to sell.

Impairment losses (other than goodwill, intangible assets with

indefinite lives)

At each balance sheet date, the Group reviews the carrying amounts of its
tangible and intangible 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.
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 fair value. Gains or losses arisng from changes in
the fair value of investment property are included in income statement for the

period in which they arise.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Investment properties (cont'd)
Leasehold land held for undetermined future use

Leasehold land held for undetermined future use is regarded as held for capital
appreciation purpose and classified as an investment property, and carried at
fair value. Changes in fair value of the leasehold land are recognised directly in

income statement for the period in which changes take place.

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 disposals. 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 income statement for the period in which

the item is derecognised.
Property and other fixed assets

Property and other fixed assets (other than properties under development) are
stated at cost less subsequent accumulated depreciation and accumulated

impairment losses.

Depreciation is provided to write off the cost of property and other fixed assets
(other than properties under development) over their estimated useful lives and
after taking into account their estimated residual value, using the straight line

method, at the following rates per annum:

Type

Buildings Over the shorter of the unexpired
period of the lease and 40 years

Furniture, fixtures and equipment 3to 10 years

Yacht and motor vehicles 3to 10 years
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Notes to the Financial Statements
For the year ended 31st December, 2005

Property and other fixed assets (cont’d)

Leasehold land and buildings under development for future owner-occupied

purpose

When the leasehold land and buildings are in the course of development for
production, rental or for administrative purposes, the leasehold land component
is classified as a prepaid lease payment and amortised over a straight-line basis
over the lease term. During the construction period, the amortisation charge
provided for the leasehold land is included as part of costs of buildings under
construction. Buildings under construction are carried at cost, less any identified
impairment losses. Depreciation of buildings commences when they are
available for use (i.e. when they are in the location and condition necessary for

them to be capable of operating in the manner intended by management).
Property interests held for future development

Property interests held for future development represent a right to develop
properties on a piece of land upon payment of a final amount, and are carried at

cost less any identified impairment loss.
Stock of properties

Stock of properties, which are held for trading, is stated at the lower of cost and
net realisable value. Net realisable value is determined by reference to sale
proceeds received after the balance sheet date less selling expenses, or by

management estimates based on the prevailing market conditions.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Intangible assets
Trading and exchange rights

Trading rights and gold and silver exchange rights are stated at cost less
accumulated amortisation and less any identified impairment loss. The

amortisation period adopted for intangible assets is 5 years.
Club debentures

Club debentures are stated at cost, less any identified impairment losses. Club
debentures with indefinite useful lives are tested for impairment annually be
comparing their carrying amounts with their recoverable amounts, irrespective
of whether there is any indication that they may be impaired. 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.

When 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.
Financial instruments

Financial assets and financial liabilities are recognised on the 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 income statement.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Financial instruments (cont’d)
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 has two subcategories,
including financial assets held for trading and those designated at fair value
through profit or loss on initial recognition. 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

income statement in the period in which they arise.

Loans and receivables

Loans and receivables (including advance to associates, advance to an investee
company, loan receivables, pledged deposits, debtors, securities receivable and
deposits, time deposits, bank balances and cash) 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 are carried at amortised cost using the effective interest method, less
any identified impairment losses. An impairment loss is recognised in income
statement 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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Notes to the Financial Statements
For the year ended 31st December, 2005

Financial instruments (cont’d)
Financial assets (cont'd)
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 income statement. Any impairment losses on available-for-
sale financial assets are recognised in income statement. 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
income statement 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.
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 are generally classified into financial liabilities at fair value through profit
or loss and other financial liabilities. The accounting policies adopted in respect

of financial liabilities and equity instruments are set out below.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Financial instruments (cont’d)
Financial liabilities and equity (cont'd)
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss has two subcategories,
including financial liabilities held for trading and those designated at fair value
through profit or loss on initial recognition. At each balance sheet date
subsequent to initial recognition, financial liabilities at fair value through profit or
loss are measured at fair value, with changes in fair value recognised directly in

income statement in the period in which they arises.
Other financial liabilities

Other financial liabilities including creditors and accruals, cash and margin
payable, deposits and receipts in advance, bank and other borrowings, amounts
due to associates and amounts due to minority shareholders are subsequently

measured at amortised cost, using the effective interest rate method.
Convertible bonds

Convertible bonds 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 bonds and the fair value assigned to the liability component,
representing the embedded call option for the holder to convert the bonds into

equity, is included in equity (convertible bonds — equity reserve).
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Notes to the Financial Statements
For the year ended 31st December, 2005

Financial instruments (cont’d)
Financial liabilities and equity (cont'd)
Convertible bonds (cont'd)

In subsequent periods, the liability component of the convertible bonds 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 bonds — equity reserve until the
embedded option is exercised (in which case the balance stated in convertible
bonds — equity reserve will be transferred to share capital and share premium).
Where the option remains unexercised at the expiry date, the balance stated in
convertible bonds — equity reserve will be released to the retained profits. No
gain or loss is recognised in income statement upon conversion or expiration of

the option.

Transaction costs that relate to the issue of the convertible bonds 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 convertible bonds — equity reserve. 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 bonds 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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Notes to the Financial Statements
For the year ended 31st December, 2005

Financial instruments (cont’d)
Derivative financial instruments that do not qualify for hedge accounting

Derivatives that do not qualify for hedge accounting 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 income statement.

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 income

statement.

For financial liabilities, they are removed from the Group's 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 or payable is recognised in income

statement.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Revenue recognition

Revenue from properties developed for sale is recognised on the execution of a
binding sales agreement or when the relevant occupation permit or certificate

of compliance is issued by the building authority, whichever is the later.

Revenue form properties held for sale is recognised on the execution of a binding
sales agreement. Payments received from the purchasers prior to this stage are
recorded as deposits received on sales of properties and are grouped under

current liabilities.

Rental income, including rental invoiced in advance from properties under
operating leases, is recognised in the income statement on a straight-line basis

over the term of the relevant lease.
Sale of securities investments are recognised on a trade date basis.

Brokerage income on dealings in securities and futures contracts and the profit
and loss on trade in securities and futures contracts are recognised on the

transaction dates when the relevant contract notes are executed.

Management fee income is recognised in accordance with terms of respective

agreements over the relevant period in which the services are rendered.

Dividend income from investments is recognised when the Group's rights to

receive payment have been established.

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.
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Notes to the Financial Statements
For the year ended 31st December, 2005

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 and 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 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 profits 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 tax profit nor the accounting profit.

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

profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset realised. Deferred tax is charged or
credited to income statement except when it relates to items charged or credited

directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when they relate to income taxes
levied by the same taxation authority and the entity intends to settle its current

tax assets and liabilities on a net basis.
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Notes to the Financial Statements
For the year ended 31st December, 2005

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 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

Rentals payable under operating leases are charged to income statement 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.
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 retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated 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 retranslated.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Foreign currencies (cont’d)

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in income statement in the period
in which they arise. Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in income statement for the
period except for differences arising on the retranslation 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.

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 income statement in the period in

which the foreign operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, are capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when the assets are substantially

ready for their intended use or sale.

All other borrowing costs are recognised in income statement in the period in

which they are incurred.
Retirement benefits costs

Payment to defined contribution retirement benefit schemes are charged in the

income statement as they fall due.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Provisions

Provisions are recognised when the Group has a present obligation as a result
of a past event, and it is probable that the Group will be required to settle that
obligations. Provisions are measured at the Directors’ best estimate of the
expenditure required to settle the obligation at the balance sheet date, and are

discounted to present value where the effect is material.
Prepaid lease payments

Payment for obtaining land use rights accounted for as prepaid lease payments
and are charged to the income statement on a straight-line basis over the lease

terms.

In the process of applying the Group's accounting policies which are described
in Note 4, management has made certain key assumptions concerning the
future, and other key sources of estimation uncertainty at the balance sheet date,
that may have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are discussed

below.
Impairment loss in respect of accounts receivable

The policy for impairment loss in respect of accounts receivable of the Group is
based on the evaluation of collectability and aging analysis of accounts and on
management’s judgment. A considerable amount of judgment is required in
assessing the ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each debtor. If the financial
conditions of debtors of the Group were to deteriorate, resulting in an impairment

of their ability to make payments, additional allowances may be required.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Investment properties

As described in Note 21, investment properties are stated at fair value based on
the valuation performed by independent professional valuers. In determining
the fair value, the valuers have based on method of valuation which involves
certain estimates. In relying on the valuation report, the management has
exercised their judgement and are satisfied that the method of valuation is
reflective of the current market conditions. Should there are changes in
assumptions due to change of market conditions, the fair value of the investment

properties will change in future.
Income taxes

As at 31st December, 2005, a deferred tax asset of approximately
HK$96,250,000 in relation to unused tax losses has been recognised in the
Group's balance sheet. The realisability of the deferred tax asset mainly depends
on whether sufficient future profits or taxable temporary differences will be
available in the future. In cases where the actual future profits generated are less
than expected, a material reversal of deferred tax assets may arise, which would
be recognised in the income statement for the period in which such a reversal

takes place.
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The Group's major financial instruments include equity investments, borrowings,

loan receivables, trade receivables, trade payables, convertible bonds, equity-

linked notes, time deposits and bank balances. 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.

Market risk

0]

(ii)

(iii)

Currency risk

The majority of the Group's assets by value and all rental income are
denominated in Hong Kong dollars, except certain equity investments and
equity-linked notes are denominated in foreign currencies. The currency
exposure arising from the equity investments and equity-linked notes is
mitigated primarily through borrowings denominated in the relevant

foreign currencies.

Interest rate risk

The Group has variable-rate borrowings and is therefore exposed to cash
flow interest rate risk (see Note 43 for details of these borrowings). The
Group currently does not have an interest rate hedging policy. However,
the management monitors interest rate exposure and will consider

hedging significant interest rate exposure should the need arise.

Price risk

The Group's equity investments classified as available-for-sale investments
and investments held-for-trading are measured at fair value at each
balance sheet date. Therefore, the Group is exposed to equity security
price risk. The management manages this exposure by maintaining a

portfolio of investments with different risk profiles.
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Notes to the Financial Statements
For the year ended 31st December, 2005

Credit risk

The Group's maximum exposure to credit risk in the event of the counterparties
failure to perform their obligations as at 31st 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 consider that the Group's credit risk is significantly

reduced.

The Group's concentration of credit risk by geographical locations is mainly in

Hong Kong.

Turnover represents the aggregate of amounts received and receivable from the
sales of investments held-for-trading, sales of properties held for sale, property
rental income, commission from brokerage, settlement charges from brokerage

and interest income from loan financing.
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Business segments

For management purposes, the Group is currently organised into five operating
divisions — property development and trading, property leasing, money lending,
listed securities investment and treasury products and unlisted securities
investment, investment holding and brokerage. These divisions are the basis on

which the Group reports its primary segment information.

Principal activities are as follows:

Property development ~ —  Property development and sales of properties
and trading

Property leasing —  Property rental

Money lending —  Loan financing

Listed securities —  Listed securities investment and trading,
investment and over-the-counter trading and structured
treasury products products

Unlisted securities —  Unlisted securities investment, trading and
investment, investment brokerage

holding and brokerage
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Notes to the Financial Statements
For the year ended 31st December, 2005

Segment information about these businesses is presented below.

INCOME STATEMENT

For the year ended 31st December, 2005

TURNOVER

Turnover from external customers

RESULT

Segment result

Unallocated corporate income, net

Finance costs on listed securities
investment and treasury products

Other finance costs

Other gains and losses, net

Share of results of associates

Profit before tax

Income tax expense

Profit for the year

EXE
RENEERPZEXE
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N 2MESHE 2 H AR

Wy 28 &

BE_ZFRF+-A=1+T-HLEHEE

Listed Unlisted

securities  securities

investment investment,

Property and investment

development  Property Money treasury holding and Other

and trading leasing lending  products  brokerage operations Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

kL

twRs  RERE

NEBE RER REEBRR
REE NEEE B HEER BRERH A% g8
TR TR TR TR TR TER TR
3,900 715,606 31,158 1,515,655 8,669 2,274,988
978,658 5,697,834 31,158 279,936 243,070 1,230,656
46,626
- - - (36,676) - (36,676)
(278,316)
(8,640)
231,810 174,743 428 - 17,547 5,512 430,040
1,383,690
(929,023)
6,454,667
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For the year ended 31st December, 2005

BALANCE SHEET

At 31st December, 2005

ASSETS Y-
Segment assets NEEE

Interests in associates

£
ik

]
s
e

Dt

Advance to associates

b
=

=
T

s>
el
S
T

>H
=5
e
N
>
=l
s
e

Unallocated corporate assets

LIABILITIES af&
Segment liabilties HEAR

Unallocated corporate liabilities

CHINESE ESTATES HOLDINGS LIMITED

Property
development
and trading
HK$'000

NERR
REE

TR

2,531,246
280,384
571,799

13,682

Property
leasing
HK$'000

NERE
TER

25,707,560
358,991
957,880

309,123

B FSERR M o
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BEAR/E
R-Z22RE+-A=+—-H

Money
lending
HK$'000

BE
TER

531,008
3,116
22,107

133

Listed
securities
investment
and
treasury
products
HK$'000

EhHES
RER
HEER
TEn

8,706,533

4,332,830

Unlisted
securities
investment,
investment
holding and
brokerage
HK$'000
¥
REERK
BER®
TER

487,125

164,035

Other

operations/

unallocated Consolidated

HK$'000

A%/
x5 &
TiExn

28,459
49,119
130,189

29,162

HK$'000

37,991,931
692,870
1,681,975
14,061

40,440,837

4,848,965

11,889,175

16,738,140
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OTHER INFORMATION

For the year ended 31st December, 2005

Capital additions

Depreciation

Prepaid lease payments charged
to income statement

Impairment losses reversed in
the income statement

Other non-cash expenses
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620,606

(977,054)
4,398

Property
leasing
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78,404
10,398

609

29,392
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securities
investment,
investment
holding and
brokerage
HK$'000
L™
HBHERE
REEZBRR
R &R
THET

78,882

2,711

Consolidated

HK$"000
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777,892
10,398
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(977,054
36,501
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INCOME STATEMENT

For the year ended 31st December, 2004

TURNOVER

Turnover from external customers

RESULT

Segment result

Unallocated corporate income, net

Finance costs on listed securities
Investment and treasury products

Other finance costs

Other gains and losses, net

Share of results of jointly controlled entities

Share of results of associates

Profit before tax

Income tax expense

Profit for the year

EXR
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&

NEEE
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[h§-ES
BEE_ETNF+-A=1+-RALEE

Listed Unlisted
securities securities
investment  investment,
Property and investment
development Property Money treasury  holding and
and trading leasing lending products  brokerage  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(as restated)
LT
riEs  ESRE-
NEER RER RARRE
REE  WFHE BE  HEER  BERE e
TATL TATL TEL ThER TR TR
(g=31)
713,200 695,381 349 3,835,274 13,153 5257357
326732 675,934 349 285,084 23338 1511437
25,747
- - - (323) - (323)
(55,380)
15,615
(768)
127137 56,145 (728) = 25,634 208,188
1704516
(46,104)
1,658,412
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Notes to the Financial Statements
For the year ended 31st December, 2005

BALANCE SHEET BEEEER
At 31st December, 2004 R-ZEZEMNE+=-A=+—H
Listed Unlisted
securities securities
investment ~ investment,
Property and  investment Other
development Property Money treasury  holdingand  operations/
and trading leasing lending products  brokerage  unallocated ~ Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(as restated)
LT
rHEs  ESRE-
nEERE RER REARRR EtER/
REE  WFHE BE  BEER  BERE xo% ma
TEL TEL ThER TR TR TAL TEL
(a%7)
ASSETS EE
Segment assets NREE 916,103 20759418 16891 1,985,753 649,012 14500 24,341,697
Interests in associates BENAER 18,047 613,541 57 - - 26 631,671
Advance to associates BB A RHR 421,777 494,490 26,112 - - 1753 944,132
Unallocated corporate assets VVox: PANGIE-V:3 87,471
26,004 971
LIABILITIES af
Segment liabilities PRER 33,466 276,016 80 939,262 15812 474 1,265,110
Unallocated corporate liabilities VVox: AN N 8,617,582
9,882,692
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For the year ended 31st December, 2005 HEz—_ZFTFERF+_A=Z+—HIFFE
OTHER INFORMATION Hp &%
For the year ended 31st December, 2004 BE-ZZNE+-A=+—HLFE
Unlisted
securities
investment,
Property investment
development Property  holding and
and trading leasing brokerage Others  Consolidated

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(as restated)

JEET
BHERE -
MEER REERK
REE YEBEE KER® HAfth (Ge)
FHET FAT FHEIT FHEIT FHIT
(&E5)
Capital additions B AN 113,355 261,079 3,899 - 378,333
Depreciation e = 13,499 = = 13,499
Prepaid lease payments charged MUz R K 2
to income statement A HERIE - 609 - - 609
Impairment losses recognised in  FA Ui 2 7 FE R
the income statement B EE 71,118 - - = 71,118
Impairment loss reversed in PRI R ER 2
the income statement REEE (187,000) - - - (187,000)
Other non-cash expenses HIER M X = 2,567 377 8,427 11,371
Geographical segments 1 13 2] 575

No further geographical segment information is presented as the activities of HARAEEREEREZEBRAEEURES
the Group carried out in Hong Kong and the assets of the Group located in Hong ZEBEEDNAEEZE—FERDBEER - Bt
Kong is the only major geographical segment of the Group. EE—FS2IIRMHE D 2 EH -
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For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE
2005 2004

HK$'000 HK$'000
FTERx TAT

Included in other income are: H bl A B FE:

Building management fee income, net EFEEBWAFEE 22,376 22,834
Compensation income from resumption of land We Bl + 3t P15 2 FE A - 73,761
Exchange gain, net M 5 W s R 9,757 2,821
Forfeiture of deposit received on sale of properties RIREEMERKR 2 #2E 2,403 -

Share of profit arising from the sale by a related party Bo@EsATHERBA
of certain properties acquired from the Group (Note) REBETMEMEEZEN (M) 50,160 -

Management fee income EREBKA 3,146 85
Release of negative goodwill BEBEED - 36,285
Write off of retention money R BB R IE S 3,727 -

Note: Pursuant to a sale and purchase agreement dated 27th August, 2004 in relation to Mz : RE—GHBHAZSZENFNAZTLHZE

the disposal of several properties (“Properties”) to a company wholly-owned by a Bt BB ERA—FTERTESREE
discretionary trust set up by Mr. Joseph Lau, Luen-hung, an executive director and IR B e AR 2 IS ERE RS 2 8 A
a substantial shareholder of the Company (the “Connected transactions”), the WARIEEETME (WD 25 (4
Group is entitled to 80% profit sharing when the Properties are subsequently sold ERH]) AEEAERDEREEBETE
by the discretionary trust. During the year, certain properties have been sold and THEREMNZ 80% « RFEAR - HETYEER
HK$50,160,000 representing 80% of the total profit arising from the sale of the BHE  MHEWEEEZHHNZ 80% - B
Properties was recognised in the income statement. 50,160,000 BT @ B &R KR P ER ©
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For the year ended 31st December, 2005

Unrealised holding gain on:
Unlisted securities investments
Dealing with United States currency
forward contract
Increased in market price of

listed securities investments

Exchange gain on translation of

listed securities investments

Total unrealised holding gain
Fair value changes on investments held-for-trading
Fair value changes on equity-linked notes
Fair value changes on derivative financial instruments
Realised gain on available-for-sale investments
Realised gain on derivative financial instruments
Realised gain on equity-linked notes
Other investment income
Dividend income on:

Listed investments

Unlisted investments
Interest income
Imputed interest on:

Advances to associates

Loans receivable

REH 7 FE N
ELEMEHEE
BERHETEAEN

B FSERR M o

BE_FTRF+-AS+—HAILEE

EMEFREZTEE N

BB EMREFREER Wat

RET Y 55 5108

FIEREZREZRA 1@“@

RERBRE 2 AT EE

TESBMT A AN EEE

FEREZCER WS

AT AZDE#R W

REHBRE 2 B FR W
Hiig&E WA
iR BHA
ETRE
EEMRE
AR A
L/(TXIEZ%%*'J B
AT HE 2 A B RRIE
JE W & X

Included in interest income are interest from equity-linked notes amounted to

approximately HK$137 million (2004: Nil) and interest rate swap amounted to

approximately HK$52 million (2004: Nil).

CHINESE ESTATES HOLDINGS LIMITED

2005 2004
HK$'000 HK$'000
FExT FAET
= 107,755

= (1,010

= 140,846
= 247591
- 25,157
= 272,748
(8,069) -
6,153 -
(136,082) -
86,252 -
67,658 3,825
6,552 -
12,760 2,344
10,122 27,867
107,137 84,650
260,831 34,381
47,747 -
295 -
461,356 425,815

B2 FE A

MBRAZHEREZEHBRE

137,000,000 7T (=&

TOFE: &) KX

H& %2 K B #) 52,000,000 BT (ZZEZTPNFE:
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Hiph > B1%:

Included in other expenses are:

Impairment loss recognised (reversed)

in respect of accounts receivable IEE R
Impairment loss recognised in respect of goodwill AEERRREEE
Impairment loss recognised METEEEDR

in respect of intangible assets BEEE
Impairment loss recognised HEEREER

in respect of available-for-sale investments DEREYEi!
Amortisation of goodwill B
Amortisation of intangible assets B EERH

—HRBREZEE

Provision for a litigation claim

On 1st September, 2005, the Directors resolved to dispose of one of the Group's
associate. Negotiations with several interested parties have subsequently taken
place. The interest in the associate which is expected to be sold within twelve
months, has been classified as a disposal asset held for sale and are presented
separately in the balance sheet. The net proceeds of disposal are expected to
exceed the net carrying amount of the relevant assets and accordingly, no

impairment loss has been recognised.

Subsequent to year ended 31st December, 2005, the Group has disposed the

associate to a third party (see Note 59(c) for the details of the transaction).
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2005 2004
HK$'000 HK$'000

FET FHET

5,231 (8,589)

7,702 =

1,131 =

1,580 =

- 2,567

- 377

- 8,427
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Notes to the Financial Statements

For the year ended 31st December, 2005

Profit for the year has been arrived

at after crediting (charging):

Auditors’ remuneration

Depreciation

Staff costs, including Directors’ emoluments

Retirement benefits scheme contributions,
net of forfeited contributions of
HK$374,000 (2004: HK$336,000)

Total staff costs

Gain on disposal of listed securities investments:
— increase in market value of
listed securities investments
— exchange loss on translation of

listed securities investments

Gross rental income from investment properties
Less: Direct operating expenses from investment
properties that generated rental income
during the year
Direct operating expenses from investment
properties that did not generated rental

income during the year

Share of tax of associates (included in share of

results of associates)

108 CHINESE ESTATES HOLDINGS LIMITED
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AR 24 A
BEEtA (HIER):

ZEE B &
e

EBEREN (BEEFHE)
RIKERFT B - kR
B8 W 5% 374,000 T
ZZTZTPNF : 336,000 B T)

BEKABER

HE LT EFRE 2 W
—tmESREZ
T {E N
—BEFTRFREZ
ERER

REMEFHSWALR

B FREEESKA
ZREMEER
REF X
FALEESE
HERAZEEYE
BEREERX

BhE L R EINIA
(BRFAB(GBZE R REE)

2005 2004
HK$'000 HK$'000
(as restated)
FET FHIT
(&)
(3,974) (3,364)
(10,398) (13,499)
(75.221) (60,127)
(3,881) (2,892)
(79,102) (63,019)
69,427 89,243
(10,349) (14,866)
59,078 74,377
715,606 695,381
(21,731) (22,191)
(6.249) (7,887)
687,626 665,303
(60,685) (3,198)
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For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE
2005 2004

HK$'000 HK$'000
FTERx TAT

Interest on: FE:
Bank loans wholly repayable within five years ARAFAZBEEZRITER 235,645 53,949
Bank loans wholly repayable over five years ARAFEE2HEREZRITER 1,380 1,138
Other loans wholly repayable within five years ARAFAZBEEZ HMER 61,038 14,788
298,063 69,875
Imputed interest on: THREZBEHNE
Amounts due to associates REHE QAR 414 -
Amounts due to minority shareholders REVERRHIA 16,107 -
Convertible bonds AR E % 36,932 -
53,453 =
Total interest A2 AR 351,516 69,875
Exchange gain on translation of foreign currency loans &1 & Sk IE ¥ U 25 (24,362) (14,465)
Other finance costs Ha B 5B 11,638 6,065
338,792 61,475
Less: Interest capitalised to stock of properties B BAMEGTEBERZAE (23,800) (5,772)
314,992 55,703
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Notes to the Financial Statements

For the year ended 31st December, 2005

Included in other gains and losses are:

Impairment loss reversed in respect of
advances to associates
Discount on acquisition of an associate
Impairment loss recognised in respect of
advance to an associate
Net loss on deemed disposals of subsidiaries (note)
Gain on disposals of subsidiaries
Release of negative goodwill arising from investment
in an associate

Gain on disposals of associates

Note: Net loss on deemed disposals of subsidiaries is arising from Chi Cheung Investment
Company, Limited (“Chi Cheung") and G-Prop (Holdings) Limited issue shares to

independent investors pursuant to the respective placing agreements in February

2005.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

2005
HK$'000
FERT

Hitl s R BB BIE

FRATHEE A R FRIERE 2

EEE 9,740

U BE B 8 A B 2 3T 8 2,530

FERATHE & A R FRIERER

BB E R (4,398)

RIEHENRB AR EBFE (M) (16,459)

B A R M -

BENRIREELEZ

ABEBEEH -

ER=) NI -

2004
HK$'000
TAT

9,229

3,436

2,920
30

BERTROMESL -

BfaE - RIFLEMBRREBRFRDIAEHEXAR
2R (28] ReECXERARREBEES
BR-_ZERAF ARV ZREEHHERBLR



Notes to the Financial Statements B 7% S 2% MO 5
For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE

Fees and other emoluments paid or payable to each of the 5 (2004: 7) directors REBEE-_TETRFER _TTNF+-_A=+—H
for the year ended 31st December, 2005 and 2004 were as follows: IFREFEENSENTFTRAEES (ZTZTWN
F+R) 2 REMMESOAT :

2005 2004
Salaries Salaries
and other and other
Fee emolument Total Fee  emolument Total
ek HeR
e Hite @it ik Etie o

HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$'000
TER TR TiEx TEL L L

Mr. Thomas Lau, Luen-hung kR E - 2,400 2,400 - 600 600
Mr. Joseph Lau, Luen-hung ) 0t - 3,600 3,600 - 3,600 3,600
Mr. Koon, Wing-yee BEXERE 100 - 100 38 - 38
Mr. Cheng, Kiwee BERL 100 - 100 38 - 38
Mr. Chan, Kwok-wai REELE 100 - 100 26 - 26
Ms. Wong, Sin-yee EEENE - - - 3] - 3]
Ms. Constance Choy, Hok-man EEZ/E - - - 37 = 37

300 6,000 6,300 170 4,200 4,370

No directors waived any emoluments for the years ended 3 1st December, 2005 EEMEREZE ST RER_TTME+_A
and 2004. =+— B I MEFEARERBREAME -
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Notes to the Financial Statements

For the year ended 31st December, 2005

Of the five individuals with the highest emoluments in the Group, two (2004:

two) were executive directors of the Company whose emoluments are included

in the disclosures in Note 16 above. The emoluments of the remaining three

(2004: three) individuals disclosed pursuant to the Rules Governing the Listing

of Securities on the Stock Exchange were as follows:

Salaries and other benefits

Retirement benefit scheme contributions

Their emoluments were within the following bands:

Nil — HK$ 1,000,000
HK$1,000,001 — HK$ 1,500,000

B FSERR M o

BE_FTRF+-AS+—HAILEE

AEBREERFMALTH  WE (ZTTXW
FMB) ARRRPITES  BREZHFME
R EXHIGE 16 H5E - BREZAES EMRAY
WBEZHM=% (ZTTWF : =%) ALz
& -

2005 2004
HK$" 000 HK$'000

FET FHET

e REMBEF 3,128 2,683
RONEFIFT S R 139 110
3,267 2,793

BEZMED THEFER :
Number of employees
EEAH

2005 2004

#£ — 1,000,000 & 7T 2 2
1,000,001 7 7t — 1,500,000 & 7T 1 1

During the years ended 31st December, 2005 and 2004, no emoluments were

paid by the Group to the five highest paid individuals, or Directors, as an

inducement to join or upon joining the Group as compensation for loss of office.

CHINESE ESTATES HOLDINGS LIMITED

REBE-_ZEERER-_ETNF+_A=1+—
BIEFEARN  AEEBEARS| MAKRSEHS
RMAREERSERBBAEMRZAER
BYFMATHES I FEAMS -



Notes to the Financial Statements B 7 TR B 5

For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE
2005 2004

HK$'000 HK$'000
(as restated)

FER TET

(E7)
The charge (credit) comprises: MIEXH (BE) 21
Current tax: EHITIA
Hong Kong Profits Tax BEBREH 27,994 13,631
Other than Hong Kong H I LASMD @ 2,777 2,966
30,771 16,597
(Over)underprovision in prior years: BEFE (BHEEE) BEIR
Hong Kong Profits Tax BEENEH (200) 302
Other than Hong Kong FE NN R - 3
(200) 305
Deferred tax (Note 47): RERIE (PfTEE 47)
Current year KEE 899,631 36,749
Overprovision in prior years MAFERERE (1,179) (7,547)
898,452 29,202
929,023 46,104

Hong Kong Profits Tax is calculated at 17.5% on the estimated assessable profits BEMETRORE DM ESE 2 (et R s
for both years. Taxation arising in other jurisdictions is calculated at the rates MR E 17508 - Bt RDEAREEE 2
prevailing in the relevant jurisdictions. BNREARVERER 2 RITHEAH -




Notes to the Financial Statements B 7% TR B 5

For the year ended 31st December, 2005 HEz—_ZFTFERF+_A=Z+—HIFFE
The tax charge for the year can be reconciled to the profit before tax as follows: F RNz BITE ST H E R AR R S RRAT
2005 2004

HK$'000 HK$'000
(as restated)

FER THET

(rrE51)
Profit before tax BR B A4 A 7,383,690 1,704,516
Tax at Hong Kong Profits Tax rate of 17.5% BBEBNERBE17.5% & 2H1A 1,292,146 298,290
Tax effect of share of results of associates BEBERRREIMBEE (75.257) (36,432)
Tax effect of share of result of a jointly controlled entity {5 £ EHEH#EEE 2 T & - 134
Tax effect of expenses not deductible for tax purpose  BLEL i & T AIH0E S 2 B & 28,440 28,394
Tax effect of income not taxable for tax purpose ABBME BERMBAZHBLE (104,016) (156,372)
Overprovision in respect of prior years MAFEHRERE (1,379) (7,242)
Tax effect of tax losses not recognised RERZMBEB BT E 2,585 729
Utilisation of tax losses previously not recognised BERLAARERZ HBER (210,449) (79,084)
Tax effect on accelerated accounting depreciation over B7F 4 E K Bl 2 BB &
tax depreciation not provided in prior years ZIEEHITEZHETE (32) (225)
Effect of different tax rates of subsidiaries operating Eﬁi\ﬁﬂ AERERGE 2B E)
in other jurisdictions BRAZ NRAMERZ 2 (3.015) (2,088)
Tax charge for the year FREBIEA 929,023 46,104
2005 2004

HK$'000 HK$'000
TR TAT

Final dividend paid for 2004: HK 11 cents per share B ZZ=ZMHFRHEARKRE « Gk 11 3L

(2003: HK 12 cents per share) (ZZ2Z=F: 8RR 12FM) 223,324 253,200
Interim dividend paid for 2005: HK 9 cents per share B =TT R FHHARKRE Tk 9 Bl
(2004: HK 8.5 cents per share) ZETNF  F& 8.5 B) 186,927 172,858

410,251 426,058

The final dividend of HK12 cents (2004: HK11 cents) per share has been EEgg2a R ERHAREFR 128 (Z2F
proposed by the Directors and is subject to approval by the shareholders in PO 11 W) - ﬁﬁﬂi?ﬁ@ﬂﬁ%ﬁ@ﬁt}ﬁ e

general meeting.
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Notes to the Financial Statements
For the year ended 31st December, 2005

The calculation of the basic and diluted earnings per share attributable to equity

holders of the parent is based on the following data:

B 75 R R B 5

BE_FFOF+ _HA=+—HIFE

DAL BA SR A ARG 2 BIREA RIS
B TIRBA T BUBET &

2005 2004
HK$'000 HK$'000
(as restated)
FER FAET
(&=E7)
Earnings: BF
Earnings for the purposes of basic earnings per share s &SR EKXZEF 2 & F|
(profit for the year attributable to (BRRIBRAERTE AR
equity holders of the parent) B2 REZ &) 6,154,572 1,619,085
Effect of dilutive potential ordinary shares: BB ELRAR o TE
Imputed interest on convertible bonds AMRES 2 BEE 36,932
Earnings for the purposes of diluted earnings per share &5 & #E R F 2 & F) 6,191,504
Number of shares
RO E

Number of shares: REEE :

Weighted average number of ordinary shares forthe &t E &RE AR & F
purposes of basic earnings per share 2 E AR N HE 1 B
Effect of dilutive potential ordinary shares: BEEETRIRZE

Convertible bonds AR E 5
Weighted average number of ordinary shares AAEEREERN
for the purposes of diluted earnings per share 2 E AR NHE 19 B

2,051,367,232 2,072,494,622

190,626,220

2,241,993,452
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Notes to the Financial Statements
For the year ended 31st December, 2005

The following table summarises the impact on both basic and diluted earnings

per share as a result of:

Reported figures before adjustments
Adjustments arising from changes in
accounting policies (see Note 3)

As restated

FAIR VALUE

At Tst January, 2004 as originally stated

Effect of the application of HKAS 40
(see Notes 2 and 3)

At Tst January, 2004 (as restated)
Additions

Revaluation surplus recognised in equity
Disposals

At 31st December, 2004 (as restated)
Effect of the application of HKAS 40
(see Notes 2 and 3)

At 1st January, 2005 (as restated)

Additions

Increase in fair value recognised
in the income statement

Disposals

At 31st December, 2005

CHINESE ESTATES HOLDINGS LIMITED

Bz

Impact on basic

aﬁﬁ”“ﬁﬁéz
2 (RKfE3)

B FSERR M o

FERFL_A=1T—HIFE

TERELEREARBERNIZE AR

Impact on diluted

earnings per share earnings per share
HEREXEAzZE HEREERA
Year ended Year ended Year ended Year ended
31st 31st 31st 31st
December, December, December, December,
2005 2004 2005 2004
BZ-ZZ1F PHE_TINF HE-ZELE HE-_ZTNF
+=ZA=+-B +-F=+—-H +=ZA=+-BH +-A=+-H
ILEE HFE LEE HFE
HK cents HK cents HK cents HK cents
AL gl B Bl
B ERET 96.8 784 90.3 N/A
203.2 (0.3) 185.9 N/A
300.0 78.1 276.2 N/A
HK$'000
AT
AFE
RZZEZNF—HA—HRELZES 16,309,330
EREESTEAFE 0K 2TE
(RWsE2 % 3) (280,000)
R-ZZEZNFE—AF—H (K&F7)) 16,029,330
ANE 259,313
REAEZFENER 2 EHAH 3,139,702
& (84,865)
E/\\:EzmiJr A=+—8 (&&%) 19,343,480
EREAESTEAFE4A0HF2TE
(Euﬁﬁ%zz&z) 15,600
R=ZZEERF—A—H (&%) 19,359,080
NE 73,611
R R R
NFEE N 4,976,713
& (346,439)
R-ZZEZERF+=-_RA=+—H 24,062,965



Notes to the Financial Statements
For the year ended 31st December, 2005

In current year, the Group has, for the first time, applied HKAS 40. Under HKAS
40, it has removed the 15% benchmark for determining the significance of the
portion of property held for own use or leased to group companies which was
previously allowed under SSAP 13. These changes in accounting policies have
been applied retrospectively. The Group has reclassified an approximately
HK$303,300,000, the fair value at the dates of change in intentions to property
held for own use, from investment properties to property and other fixed assets
and prepaid lease payments of approximately HK$59,340,000 and
HK$243,960,000 respectively.

Under HKAS 40, land held for currently undetermined future use is treated as
investment property. The Group has reclassified a land of fair value of
approximately HK$15,600,000 currently held for undetermined future use from

property and other fixed assets to investment properties as at 1st January, 2005.

The fair value of the Group's investment properties at 31st December, 2005
have been arrived at on the basis of a valuation carried out on that date by
Messrs. Norton Appraisals Limited (“Norton Appraisals”), independent qualified
professional valuers not connected with the Group. Norton Appraisals has
appropriate qualifications and recent experiences in the valuation of similar
properties in the relevant locations. The valuation, which conforms to The Hong
Kong Institute of Surveyors Valuation Standards on Properties (1st Edition)
published by the Hong Kong Institute of Surveyors, was based on open market

value basis.

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

RAEE  AEEBEXRABTEESELE
405 - BB GFHERE A0 REBBRLARES
STEREAS 13 AT REERERIEERME
RAFEBRRHD Z2EEMZ 15% E% © %
FENBORZEHDEBHER - AEEELR
#4974 303,300,000 BT (B F51EQ Bt
K2 AFE) 2REMEETHO>BERIANNOR
59,340,000 B T2 MER E M EE & E R
243,960,000 7T 2 A E KA -

BEEESERSE 405 BEYARTEAR
Rz /BT IERIREAMERIE - RZTZT
FF—A—H AEEELE—RATENE
15,600,000 B T2 MARE R EREZFE T
HEMEREMETEEESNOEAIREME -

EAREEVEEE BT EREXMEMER
BERHEAERAR ([EHER]) BEREAR-F
ZRFT A=+ BMETHERREE  HE
REBREMENZBZAVHE - EBEREE
BEER RSO A R FENERZ
&5 o ZMETVETEBREMB S PRMEY)
EMEER (F—R) @ TRARTEREREE
TEM -




118

Notes to the Financial Statements

For the year ended 31st December, 2005

The carrying value of investment properties shown above comprises:

Properties in Hong Kong held under:
Long lease

Medium-term lease

Properties outside Hong Kong held under:
Long lease

Medium-term lease

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

EREYEZEBERE
2005 2004
HK$"000 HK$'000
(as restated)
FET FET
(&%)
REBZRUTHYOBEZME

RHEIEL 23,281,670 18,506,530
FRHERFE 4 333,700 380,250
23,615,370 18,886,780

REBBUIMEATHANZTE 2
RHEIFEL 169,595 187,700
FRERFE A 278,000 269,000
447,595 456,700
24,062,965 19,343,480




Notes to the Financial Statements
For the year ended 31st December, 2005

COST

At st January, 2004 as originally stated

Effect of the application of HKAS 40
(see Notes 2 and 3)

Effect of the application of HKAS 17
(see Notes 2 and 3)

At Tst January, 2004 (as restated)
Additions
Disposals

At 31st December, 2004 (as restated)

Effect of the application of HKAS 40
(see Notes 2 and 3)

At 1st January, 2005 (as restated)
Additions
Disposals

At 31st December, 2005

DEPRECIATION

At 1st January, 2004 as originally stated

Effect of the application of HKAS 40
(see Notes 2 and 3)

Effect of the application of HKAS 17
(see Notes 2 and 3)

At st January, 2004 (as restated)
Charge for the year (as restated)
Eliminated on disposals
At 31st December, 2004
(as restated)
Effect of the application of HKAS 40
(see Notes 2 and 3)

At Tst January, 2005 (as restated)
Charge for the year
Eliminated on disposals

At 31st December, 2005
CARRYING VALUES
At 31st December, 2005

At 31st December, 2004
(as restated)

B AR
R-ZEZTNE—F—ARLL7
EABESTERSE 4052
Y2 (AMF2Rk3)
EABESTERE 1752
Y2 (AMF2Rk3)

e
R-ZZENFE—F—8 (KE7)
NE
Hj&
RZZEEMFE+=-_A=+—H

(f=&7)
EREBLTENFE 4052

e (AME2R3)

R-ZETRE—A—8 (K&J)
NE

H&
R_ZETRF+-_A=+—H
e
RZBEEN—RB—HRELEZ7
EREBLTENFE 4052
FE2 (AME2R3)
EREBSTERNE 1752
¥2 (AME2R3)

RZZEZTNFE—A—H (LF7))

AEFEEE (KLEH)

65 B 3 8

RZEETMF+=—/A=+—H
(f=E5)

ERBEGHERSE 4052
¥2 (AMFE2Rk3)

R-ZZEZRF—A—B8 (KF7)
AFEEE

HE R 88
RZBEERAF+-_A=+—H
REE
R_ZETRF+-_A=+—H

R-ZEENF+_A=+—H
(&)

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

Furniture,
fixtures  Yachts and
and motor
Buildings  equipment vehicles Total
B HE

BF T BEERSE A5t
HK$'000 HK$'000 HK$'000 HK$'000
FAT FATT FATT FHET
3,582 174,265 42,037 219,884
59,340 - — 59,340
(368) = = (368)
62,554 174,265 42,037 278,856
= 1,376 390 1,766
= (6,046) (2,958) (9,004)
62,554 169,595 39,469 271,618
(2,875) - - (2,875)
59,679 169,595 39,469 268,743
- 1,696 3,097 4793
- (86,113) (2,442) (88,555)
59,679 85,178 40,124 184,981
942 149,747 25,224 175,913
5,771 - - 5,771
(62) - - (62)
6,651 149,747 25,224 181,622
1,550 7077 4,872 13,499
= (5,293) (2,948) (8,241)
8,201 151,531 27,148 186,880
(871) - = (871)
7,330 151,531 27,148 186,009
1,502 3,896 5,000 10,398
= (78,220) (2,095) (80,315)
8,832 77,207 30,053 116,092
50,847 7,971 10,071 68,889
54,353 18,064 12,321 84,738
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For the year ended 31st December, 2005

In current year, the Group has applied HKAS 17 “Leases”. Under HKAS 17, the
land and buildings elements of a lease of land and building are considered
separately for the purposes of lease classification. The Group has reclassified an
approximately HK$368,000 land cost portion from land and buildings to prepaid

lease payments as at 1st January, 2004.

The Group has reclassified the property held for own use with approximately
HK$59,340,000 from investment properties to property and other fixed assets.
The reclassified amount was with reference to the fair value as at the date of
change in intention to property held for own use. An approximately
HK$5,771,000, accumulated depreciation for the period from the date of change

in intention to 1st January, 2004 has been adjusted accordingly.

Under HKAS 40, land held for currently undetermined future use is treated as
investment property. The Group has reclassified the carrying value of
approximately HK$2,004,000 land portion currently held for undetermined
future use from property and other fixed assets to investment properties as at
1st January, 2005.

The Group's buildings are situated in Hong Kong and held under medium-term

leases.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

REEAREERBERESHEAEFE 175 [H
] - BEEBGERE 175 LHREF
FHESETHBLIHREEFHLHEER - K=
ZEMFE-—A—B  AEHEKEKE -Z4
368,000 T2 THIAK A EB 5 B b RABEEHT
D RENMEEIE -

REE B &A1 59,340,000 B T2 FEE B Y
XERENMESNORAMERAMETEEE -
BN SR FESENNERHEE AWEEIR
ZATEE o Uk - RENEREE AMESEIES
TEME— A —HEAN—%%) 5,771,000 B T2
2BEMECLKLAE -

RIEBRESTERSE 405 - MEFEMARTEBE
gz B T IERIREMERRE - REBEZ
ZTHF-A—BIt  AEEELK—RERAE
#47%2,004,000 BT 2 MARRTEBBEAGZFHE
THHBOEVEREMETEEEEN S ERRE
M o

AEBEZBTFHURBELZRTBEOTE



Notes to the Financial Statements
For the year ended 31st December, 2005

COST

At Tst January, 2004 as originally stated

Effect of the application of HKAS 17
(see Notes 2 and 3)

At Tst January, 2004 (as restated)
Additions
Disposal
At 31st December, 2004 and
1st January, 2005
Additions
At 31st December, 2005
IMPAIRMENT LOSS
At Tst January, 2004 as originally stated

Effect of the application of HKAS 17
(see Notes 2 and 3)

At Tst January, 2004 (as restated)

Reversed upon disposal

At 31st December, 2004,
1st January, 2005 and
31st December, 2005

CARRYING VALUES
At 31st December, 2005

At 31st December, 2004 (as restated)

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

R
R-ZEENFE—AF—HREZ7
JERBESTEFE 175H2
FE (RMizE2K3)
R-ZZEZENFE—F—H (KF75])
NE

e
R-ZEENFE+_-_A=+—HxK
—ETRF—AF—H

N

fmfe

R_ZEEZERF+_-_A=+—H
WEEE
R-ZZEENF—A—HRELES
EREESFTEFE 17H2
FE (RMizE2K3)

RZEZENF—HA—H (LF5)
R ERED
RZZEENF+=—_A=+—8 "
—FEERF—AF—HRK
—ETRE+=-A=+—H
REE
R-ZZEERF+=-_A=1+—H

RZZBZEMOF+-A=+—H (KE7)

Properties
held under
medium-term
lease in

Hong Kong
REBEEZ
RERR AW
HK$'000
FHET

358,026

(12,000)

346,026
28,078
(373,354)

750
23,152

23,902

208,370

(2,500)

205,870
(205,870)

23,902

750

EABEEE 121
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Notes to the Financial Statements
For the year ended 31st December, 2005

The Group's prepaid lease payments comprise:

Leasehold land in Hong Kong:
RHIED
EATEAY

Long lease

Medium-term lease

Under HKAS 17, the land and buildings elements of a lease of land and buildings
are considered separately for the purposes of lease classification. In current year,
the Group has reclassified an approximately HK$12,000,000 land from
properties under development to prepaid lease payments as at 1st January,
2004.

In addition, the Group has reclassified an approximately HK$368,000 land cost
portion and HK$62,000 accumulated prepaid lease payment charged to income
statement from land and buildings to prepaid lease payments as at 1st January,
2004.

Under HKAS 40, the Group has reclassified the land portion of property held for

own use of approximately HK$243,960,000, the fair value at the dates of change

in intention, to prepaid lease payments.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE-STas+-A=+—HIFE

AEBEZEANEERAEBRE

MEBLATHOTE 2L

2005 2004
HK$'000 HK$'000
(as restated)

FERT FET
(g=7)

249,839 250,428
267 287
250,106 250,715

BEESSTERE 175 L REFTERE
AETH BT RIBFIIIEZRE - RFA - &
EECRE BN -_ZEENE— A8
12,000,000 BTz TR ERFMES B RTE
NHAERE -

A AREBEEBR-_ZETNFE—F—B%
368,000 7 7T 2 T #1AK AN #B 9 & 62,000 TR
BaERPXHEz RBBEMNEERER T RIEE
ENSEABNEERE -

BIEELSTEDE 4058 - AEED KB L
243,960,000 87T (REEEEHZAFE) 2
HIEERYEZ TP EF S EEBNHEER
15 o



Notes to the Financial Statements
For the year ended 31st December, 2005

COST R
At st January n—HA—H
Exchange realignment B 3 SH

At 31st December R+—BA=+—8H
IMPAIRMENT LOSS RECOGNISED EREAZRERFE
CARRYING VALUE BREE

The property interests held for development project in Chenghai Royal Garden,
Shantou, PRC is held by a wholly owned subsidiary of Chi Cheung, which is a
61.93% interest subsidiary of the Company. Under a Contract for Pre-registration
of Grant of State-owned Land Use Right (the “Contract”) with the district bureau
of Chenghai dated 5th August, 1992, the Group has made certain downpayment.
However, the Group subsequently determined not to proceed with the land

requisition and request for refund.

In April 2005, the Group commenced legal proceedings to terminate the
Contract against the State-owned Land Resources Bureau (IS8T % § [& ]
S8 + &R /D). In view of the uncertainty in the recoverability of the amount
claimed and any other entitlements under the Contract, the Group has made a
full provision for an impairment loss of HK$71,118,000 in previous year, of
which, the Group has an effective interest of 61.93% amounted to
HK$44,043,000.

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

2005 2004
HK$'000 HK$'000
FET FHET
71,118 70,954
- 164
71,118 71,118
(71,118) (71,118)

FEOLE TR S BEE 2 e R E R mIE
B JIEHAREEE 61.93% X ZHBARE
¥z —H2EWRBAREE - BRER—NILZF
NARBEEEREE BRIz BA b fF R
‘ReER ([6R)) AEBEZNETESR -
RNEBEBRETETR - WRIEZERARE
KREE® -

R-ZZTRAFMA - AEEFIIETE SRR

BEREE N S B RERRERBEA R 2 H
@ NREBEREFRRESEEL 71,118,000
B2 28R E  NEB2ERERRZERG
AR 61.93% - BN 44,043,000 BT °
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cosT R
At 1st January, 2004, R-ZZEZENFE—H—H
31st December, 2004, —EENF+—_A=+—8
1st January, 2005 and —ETERF-A—BK
31st December, 2005 —EERF+_-_A=1+—H
AMORTISATION AND IMPAIRMENT B RRE
At 1st January, 2004 R_ZETME—-H—H
Amortisation for the year ENCRES i
At 31st December, 2004 and RZEZTENF+=—A=+—HK
1st January, 2005 —ETRF—HA—H
Impairment recognised for the year REF AR R
At 31st December, 2005 RZZEERF+=-_A=+—H
CARRYING VALUES REE
At 31st December, 2005 RZEERF+=-A=+—H
At 31st December, 2004 RZZEZENF+=—_RA=+—H

During the year, the Directors reviewed the recoverable amount of the trading
rights and the gold and silver exchange rights. The Directors are of the opinion
that there are no expected net cash inflow from the continuous use of the trading
rights and the gold and silver exchange rights. An impairment loss of
approximately HK$1,131,000 (2004: Nil) was recognised in the income

statement in the current year.
Club debentures are tested for impairment annually and whenever there is an

indication that it may be impaired. The Directors are of the opinion that no

impairment loss was identified for 2004 and 2005 by reference to market value.

CHINESE ESTATES HOLDINGS LIMITED

B H5 R MY et
BE_FTRF+-AS+—HAILEE

Trading and

exchange Club
rights debentures Total
EENESE SHES &5t
HK$'000 HK$'000 HK$'000
FHET TET TET
2,705 24,307 27,012
1,197 8,356 9,553
377 = 377
1,574 8,356 9,930
1,131 = 1,131
2,705 8,356 11,061
- 15,951 15,951
1,131 15,951 17,082

RER - ARFEZSERETRRSIRE SR
ZAIREEE - AAREEERAWERFERSE
ﬁﬁi‘a‘i%ﬁé&ﬁﬁi%ﬁ%TE%EEZ%E,HHEE%/%/R
° #1,131,000 %7 (ZEZWE : &) 2R
EES?EE%«EAZKEFZ?E 3% PR

SHEFTFRNHBRAEREIRAREETR
BAR - ARREZERARN _TTOER_F
FhE2EMSERELBEZRRESR -



Notes to the Financial Statements B 7 TR B 5

For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE
HK$'000
FHET
cosT A
At Tst January, 2004 and 1st January, 2005 R-ZENF-—A—HER=_EETRF—H—H 61,862
Elimination of amortisation accumulated prior HABEI B ®REER
to the adoption of HKFRS 3 8 35RRI 2 RITEH 2 H 4H
(see Notes 2 and 3) (RME2 R 3) (14,114)
At 31st December, 2005 RZZEZERF+_RA=+—H 47748
AMORTISATION o
At 1st January, 2004 RZZEZENF—-H—H 11,547
Amortisation for the year RNEZ 2,567
At 1st January, 2005 R-ZEZETRF—H—H 14,114
Elimination of amortisation accumulated prior HABEI I ®REER
to the adoption of HKFRS 3 8 3RR 2 RIBEEH 2 H 45
(see Notes 2 and 3) (RME2 R 3) (14,114)
At 31st December, 2005 RZZEZERF+_RA=+—H =
IMPAIRMENT HAE
At 1st January, 2004 and 1st January, 2005 R-_ZEEZNF—A—Brk_ZTETHRF—H—H 40,046
Impairment loss recognised for the year REEHERZBREEE 7,702
At 31st December, 2005 RZZBZRF+-_A=+—8 47,748
CARRYING AMOUNT REE
At 31st December, 2005 R_ZEZERF+_-_A=+—H =
At 31st December, 2004 R-_ZEENF+-_A=+—H 7,702

Prior to 31st December, 2004, goodwill had been amortised over its estimated R_ZEMF+=—A=+—HZA ' BEMEA
useful life of 5 years. ZEET RE AT RS F -
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GROSS AMOUNT
At Tst January, 2004 and 31st December, 2004

RELEASED TO INCOME
At 1st January, 2004
Released in the year

Impairment loss recognised for the year
At 31st December, 2004

Derecognised upon the application of HKFRS 3
(see Notes 2 and 3)

At st January, 2005 (as restated) and
31st December, 2005

As explained in Note 2, all negative goodwill arising on acquisitions prior to 1st

January, 2005 was derecognised upon the application of HKFRS 3.

Cost of investment in associates, unlisted
Share of post-acquisition profits,
net of dividend received

Negative goodwill (note)

Particulars of the Group's principal associates at 31st December, 2005 are set

out in Note 56.

CHINESE ESTATES HOLDINGS LIMITED

B F5ER AR Y

At

BE_FTRF+-AS+—HAILEE

RZZEZENFE—H—H
REFE D
ANE E R E B BRER

RZZEZENF+=—RA=+—H

HEREBYBE|RE LR E 3 5 MR LR

(RWsE2 % 3)

K=FTRF-A—A (LEF) R
—EFR4+-A=+—~

HK$'000
TAT

274,264

49,071
8,661
25,504

83,236

(191,028)

AOn bR 2 Tt - AEREEM GRS L
AF3R MMBERBELAZEBEER

“EERF— A —HATRIERER -

BEIE LT E QR KA
B 5 WS M INRR

B AR

amE (M)

2005 2004

HK$'000 HK$'000

(as restated)

FET FHIT

(&)

307,471 408,667

385,399 298,913
- (75,909)

692,870 631,671

AEBMR_TERAFT_A=+—"B2ZEZHE

NEIFIBEH IR 56 ©



Notes to the Financial Statements
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Note: e
HK'000
FH&T
GROSS AMOUNT Fibc]
At 1st January, 2004 and at 31st December, 2004 R-_EENE—A—BR-_ZTNFE+_A=+—H 81,749
RELEASED TO INCOME BERA
At 1st January, 2004 R-ZTEZEMF—H—H 2,920
Released in the year ANEJE G 2,920
At 31st December, 2004 RZZEEMF+=—_A=+—H 5,840
Derecognised upon the application of RER BB BRERERE 35
HKFRS 3 (see Notes 2 and 3) M IE#ER (RHE2 & 3) (75,909)
At st January, 2005 (as restated) and RZTTAF—A—H (KF3]) &
31st December, 2005 —ETRF+A=+—H -

As explained in Note 2, all negative goodwill arising on acquisitions prior to 1st
January, 2005 was derecognised upon the application of HKFRS 3.

The investment properties of the Group's principal associates were revalued at
31st December, 2005 by the Norton Appraisals. The valuation, which conforms
to The Hong Kong Institute of Surveyors Valuation Standards on Properties (1st
Edition) published by the Hong Kong Institute of Surveyors, was based on open
market value basis.

The summarised financial information in respect of the Group's associates is set

out below:

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

AN | SCPMEE 2 PRt - RERE B BHmE %
AE 3% MBERBELZABECR_FFTA
F—H AR TR

AEBEIEMEARZRENECHEZBEBRR
“ERERFT A=+ HETEMR - ZAETD
EFEBNEMBEABEMNYEGEER (5
—HR) - WRAHEMEREEETEMR -

AEBZBERB 2 BEERBAIT

2005 2004
HK$'000 HK$'000
FEx TR

Total assets mEE 10,669,585 9,241,261
Total liabilities BEE (8.867,442) (5,365,523)
Net assets FEE 1,802,143 3,875,738
Minority interest D ER R (72,150)  (905,117)
1,729,993 2,970,621
Group's share of net assets of associates REEERBEARFERE 692,870 707,580
Turnover EER 565,879 507,965
Profit for the year PN | 927,142 568,409
Group's share of result of associates for the year REBEERBERARAEFEESA 430,040 208,188
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A legal action against an 50% associate of the Group, KSH, was taken by a
Chinese joint venture partner of KSH in respect of a development project in PRC.
Pending the result of retrial, provision of HK$19.7 million (2004: HK$19.7

million) against damages, legal costs and interest was made by KSH.

Interest bearing advances to associates BNEBE QAR 25 EFRIA
Interest-free advances to associates BEE QA 2 BB RIA

The advances to associates are unsecured. An approximately HK$670,941,000
was expected to be repayable in 2010 and the amount is therefore shown as
non-current. For the remaining HK$1,011,034,000, the Group will not demand
repayment within one year from the balance sheet date and the amounts are
therefore shown as non-current. The interest bearing advances to associates bear
interest at the prevailing market rate. The Directors consider that the fair value of
the interest-free advances as at the balance sheet date, determined based on
the present values of the estimated future cash flows discounted using the
prevailing market rates at the balance sheet date approximate their carrying

amounts.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FFERFF+ _H=1+—HIFE

RNEREZ 500 BENREEITZ —ERBEEE
BUBRE—IBREEE REVARTIESEL
17 EERFERIANRE  BETEREE &
Z2ERARAE/EH 19,700,000 BTz Bl (=
Z P4 : 19,700,000 BIT)

/H

2005 2004
HK$'000 HK$'000
(as restated)

FTET FHET

(g =31)

199,299 257,503
1,482,676 686,629
1,681,975 944,132

MBE AR RBZIBEIREER - 4O
670,941,000 BT 2 RIBEHR T —ZFE
B AZEHRIEHRIAERBIER - B2
1,011,034,000 BT - AEBEAPERNEE AL
FT—FRNER  BUZERIERIAIEREIE
B o BfEE AR BRFRIBURITZTHEE
FIEGFE - EEGHRASERNEEB 2MIHEER
FIEBIRAR KRB G E 2 RREEZ REENE
M RERTRNEEB 2 A TE -



Notes to the Financial Statements B 7 TR B 5

For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE
Available-for-sale investments as at 3 1st December, 2005 comprise: R-ZEERE+-_FA=1+—H  FELEIE
HK$'000
FHET
Listed investments: EHRE
— Equity securities listed in Hong Kong = EAE\%J:ﬁZ%$%‘ 5 1,871,937
— Equity securities listed elsewhere AE MR T 2 R FE 1,155,070
3,027,007
Unlisted securities: FEEMRES
— Equity securities - AN 5 378,174
Total A&t 3,405,181
As at the balance sheet date, all available-for-sale investments are stated at fair REEH  BREATETRESTE2IE TR

value, except for those unlisted equity investments of which their fair values TREI - FEHFERETUERTERS] - &
cannot be measured reliably. Fair values of those listed investments have been MIREZ A THELZHBBAFRZMZTISEA
determined by reference to the quoted market bid prices available on the MEETE o

relevant stock exchanges.

Included in the carrying amount of unlisted securities are approximately I ETEFH BREE®IEA 299,293,000 7T A
HK$299,293,000 unlisted investments which are stated at fair values AHEZS 2 ELEMIRE - EAFEFAITHER
determined by using discounted cash flow valuation techniques. The remaining EmEHMEEETE - 8 T4 78,881,000 LA
approximately HK$78,881,000 represents an investment in unlisted equity REBGFM 2 LABBEIT 2 LMRAZTHZ

securities issued by private entities incorporated in United States of America. They —IBRE - AN ZERESE AT ERE
are measured at cost less impairment at each balance sheet date because the ZRZBEAZGBEEE AR AEEFSRAE
range of reasonable fair value estimates is so significant that the Directors are of ReEAI B E RN TE - WHZEREREE
the opinion that their fair values cannot be measured reliably. B Z AR RE AR -
Investments held-for-trading as at 31st December, 2005 include: RZZEZRAF+_A=+—RH HEEEZRE
BE
HK$'000
FET
Listed securities: FHES
— Equity securities listed in Hong Kong —RBEB LM ZRAEAES 596,925
— Equity securities listed elsewhere —REMME T2 RANE S 642,501
1,239,426

The fair values of the above investments held-for-trading are determined based A ERHEE R ZIRE 2 AFEDIRBARES X
on the quoted market bid prices available on the relevant stock exchanges. ST EANREETE -
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Investments in securities as at 3 1st December, 2004 are set out below. Upon
the application of HKAS 39 on 1st January, 2005, investments in securities were

reclassified to appropriate categories under HKAS 39.

Equity securities: R AR 3%
Listed i)
Unlisted 3E T
Debt securities, listed FHEBES
Total: &t
Listed i)
Hong Kong 96
Elsewhere H b [
Unlisted LM
Market value of listed securities EmESHEmE
Carrying amount analysed for HmEREZ
reporting purposes as: REES T
Current mENIEE

FRBMUEE

Non-current

The advance made to an investee company, the principal purpose of which is
for providing second mortgage for a property development project, is unsecured,
interest-bearing at prevailing market rate. The advance is not repayable within

one year and is therefore shown as non-current.

The Directors consider that the fair value of the advance to an investee company

at the balance sheet date approximates to its carrying amount.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FFERFF+ _H=1+—HIFE

TT

N _EEMFE+
R_ZZRF-—A—BEREES
ik BRREREEGTE

A=t—BZBHRANT -

FHZERIZE 39

BIZE 39 R EH D

Investment Other
securities investments Total
BHERE Hihig & =i
HK$'000 HK$'000 HK$'000
T T Tt
= 1,487,207 1,487,207
57,979 248,702 306,681
57,979 1,735,909 1,793,888
— 146,221 146,221
57,979 1,882,130 1,940,109
— 823,306 823,306
— 810,122 810,122
57,979 248,702 306,681
57,979 1,882,130 1,940,109
— 1,633,428 1,633,428
- 1,622,839 1,622,839
57,979 259,291 317,270
57,979 1,882,130 1,940,109
BNEIRENFIRBEEER—BEYFEERIER
R - ZRBNERRRIZE R 2 inH &
8 - ARBRITERN—FAEE - BIIEIER
FHEHE o
EEeRARNETERERN BERBERZ A
FEEEREERS
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Equity-linked notes are designated as financial assets at fair value through profit

or loss.

Carrying amount analysed for reporting purposes as:

Current mEEE
Non-current JER B IEE

Major terms of the equity-linked notes are as follows:

Notional amount

ERBE
US$80,000,000 80,000,000 37T
US$361,000,000 361,000,000 7T

The equity-linked notes are callable, interest bearing which range from 10% to
25% per annum with guaranteed coupon for the 1st quarter. The equity-linked

notes are linked with various overseas listed securities at various strike prices.

The above equity-linked notes are measured at fair value at balance sheet date.
Their fair values are determined based on the quoted prices provided by the

securities’ brokers for equivalent instruments at balance sheet date.

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

BREHBRBRDBA/RZATEIIRLAEBRER
NEEZEMEE °

LR ERGE ZREEDN
2005 2004
HK$000 HK$'000

FTEx TET

628,983 =
2,799,507 =

3,428,490 =

REHBRBEZTERARTAT ¢

Maturity
8 A

2006
2007

RERRIEZRIER - HFS A 10EZ25E -
WEHEHETE 2 REEE - REHNEE AT
TEEBEETEBINETESES -

A EBREHBAZENEE AR TERE - EA
FERBEFRCREEARRZBAFTITAEA

FEEE -

/A

il




Notes to the Financial Statements B 7% TR B 5

For the year ended 31st December, 2005 HEz—_ZFTFERF+_A=Z+—HIFFE
2005 2004

HK$'000 HK$'000
TR TAT

Long term loans receivable, secured BEAZEKEHER
Non-current EMEIEE 84,344 11,143
Current mENEE 6,676 1,278
91,020 12,421
Other loans and advances, unsecured R B E R R 22 1,543
91,042 13,964
Less: Amount due within one year shown S —F AN EIERNE 5
under current assets BN & E 2 REE (6,698) (2,821)
Amount due after one year —F1R BB 2 5B 84,344 11,143
Loans receivable comprise: EWERBLE :
Effective Carrying amount
Maturity date Collateral interest rate 2005 2004
HK$'000 HK$'000
A I # BRF= BREE
—E2RF _—_TTOF
FET FET
Loans receivable 5 years — 20 years Properties Prime rate 5,629 13,964
JE W & X FFEZFF LJES BERNxX
Loans receivable (Note) 19th January, 2010 Unlisted equity Prime-1% 85,413 -
shares
FEME R (PR EE) “Z-ZTF—At+NB FLETRAZFS BEN =

B2

91,042 13,964

Note:  The principal will be receivable through five annual instalments with 7.5% on izt : AERFEHAEKDE - HYIMERASZ 7.5%

principal for first 4 instalments and 70% on principal in the final instalment in R —HRAe 2 7000 R _E—FTF— A
January 2010. @] o
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(@

®)

©

Pledged deposits

The amount represents deposits pledged to banks and other financial
institutions to secure credit facilities granted to the Group. Deposits
amounting to HK$3,463,000 (2004: HK$62,459,000) have been
pledged to secure short-term borrowing and are therefore classified as
current assets. The remaining deposits amounting to HK$121,069,000
(2004: HK$67,001,000) have been pledged to secure long-term

borrowings and are therefore classified as non-current assets.

The deposits carry interest rate at prevailing market rate. The pledged
deposits will be released upon the settlement of relevant borrowings. The
fair value of the deposits at 31st December, 2005 approximates to the

corresponding carrying amount.

Securities receivable and deposits
The fair value of the Group's securities receivable and deposits at 31st

December, 2005 approximates to the corresponding carrying amount.

Time deposits, bank balances and cash

The Group's deposits carry interest rate at prevailing bank savings deposits
rate and mature within 1 month. The Directors consider that the carrying
amount of the Group's bank balances and cash approximate to their fair

values.

B 5 ¥Rk M ot

#

(@

®)

(c)

EoEEREASf =+ —HIEE

BT
I FREESE IR T RTT R E b & A - (E
RETAEBEEEZFR © 3,463,000 %
L (ZZZTMHF ¢ 62,459,000 %870) 215
REEREHEEZER  WAKES
BRBEE - # T 121,069,000 % LK
(*??EE : 67,001,000 7C) EfEA
HERZER  WEESEAERS

RS MR AERTBZFIE .
BRI 30 A B S R R RS © 1t
BHRR-_BERF+-A=+—B2AT

EREEREREERS

W B 5 R A7 50
AEER_ZTERAF+_A=+—RHZE

WiE s RiF R AT EEE S ERTER
=
FEHFH - RITESRRER

AEEFRZMERE B RIT 27 5F
ZoYR—EAREEY EFE@RSELE
ER{THEM IR 2 RAEREE A FER

o+

Eo
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Completed properties TR
Properties under development held for sales BIEEBCBERTME
Less: Impairment loss recognised B EHERRERER

Included in the cost of properties under development held for sales is net interest
capitalised of approximately HK$47,820,000 (2004: HK$24,020,000 as
restated).

At 31st December, 2005, the Directors reviewed the carrying value of the
properties under development held for sales with reference to current market
situation and the estimated selling price of the properties under development
held for sales provided by Norton Appraisals. An impairment loss of
approximately HK$977,054,000 (2004: HK$187,000,000) was reversed by
reference to the recoverable amount of the properties under development held

for sales.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

2005 2004
HK$'000 HK$'000
(as restated)

FTHET FHET

(& =5)

34,257 36,525
2,730,987 2,133,533

2,765,244 2,170,058
(279.467) (1,256,521)

2,485,777 913,537

BIEEBERRTPMERABERFTELRZFE
EEA 4 47,820,000 T (2T M F :
24,020,000 87 © &£&F5)) o

R-ZEZTAF+_A=+—H EFELELR
ISR R AT BHER A AR A AR 2 IHE
BEZERTYEGTEEERHNIEEEZEE
R REE  WIRBIFEEE 2 BEBPYE
2 AT U [E] 1 ZE B B (B &5 8 4Y 977,054,000 P57t
(ZZZ P4 : 187,000,000 78 7T) °
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For the year ended 31st December, 2005

ASSETS
Financial assets, held for trading
Stock option

United States Dollars currency forward contracts

Total

LIABILITIES

Financial liabilities, held for trading
Interest rate swap
Equity linked swaps

United States Dollars currency forward contracts

Total

Major terms of the stock option are as follows:

aE
BIEEEZ SBAE
W
EREEEA LD
St

am

BIFEEZ RMAE

MEEHEH
I = 81s & 4
ETEREREHN

St

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

2005 2004
HK$'000 HK$'000
(as restated)

FTER FHET
(#=51)

59,940 =
- 1,018
59,940 1,018
86,364 =
65,725 =
- 2,028
152,089 2,028

BhREZEZZARMT :

Notional Amount

BREBHE

Maturity
Z8 A

Underlying Stock
1HEE R 12

JPY11,922,000,000
11,922,000,000 H

25th November, 2006
—TERF+—AZ=Z+HAH

Japanese listed securities
B EhE s
MEEHEHZ ETEANTWAT ¢

Major terms of the interest rate swap are as follows:

Notional Amount

ERHE

Maturity
EHH

US$100,000,000
100,000,000 37T

13th January, 2017
—TE—+F—A+=H
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Under the interest rate swap arrangement, the Group is receiving a fixed rate of
12% in the first year and floating rate for the remaining life of the interest rate
swap period. The Group is paying for 3-month United States Dollars LIBOR

floating rate throughout the interest rate swap period to the counterparty.

Major terms of the equity linked swaps are as follows:

Notional Amount Maturity

EEYE A

US$50,000,000 21st June, 2015
50,000,000 % JT —E-—hFEASAZ+—H
US$50,000,000 28th June, 2015
50,000,000 % JT —E-RFEASNAZFTNH
US$50,000,000 29th June, 2015
50,000,000 T —E-hFEAA=ZTNAE

Under the equity linked swaps arrangement, the Group is paying a 12-month
United States Dollars LIBOR floating rate and receiving a fixed rate coupon which
is guaranteed in the first year and determined by the financial performance or
stock price of the underlying linked Hong Kong listed securities for the remaining

life of the swaps to the counterparties.
The above derivatives are measured at fair value at each balance sheet date.

Their fair values are determined based on the quoted prices provided by the

securities’ brokers for equivalent instruments at the balance sheet date.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

ENFIEMAORHT - ARBEEFMEGRIAN
BEMZ12EFE - BT HREBIAZEF
KR - AREERMXEHS N ERPE AR S
HFFNA=EA X TREBRTEEF LT ZE
=S B2 FRIE -

BREHBEREN I ETBZARTMT

ERZHBEHENLHT AEEARZHTF
B A+ —{E A =T BERTTRIZENF S XZ 8 H
TR A WWERBEEMNERER - BEH=
BRE  aNBTHREZFNEZEEEE LHE
HZPEREASBEMEE -

AEPTET AR EERURFHERE - AAF
EREFRLENEERRHZAETAZEAR
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Included in debtors, deposits and prepayments are trade receivables of
approximately HK$21,990,000 (2004: HK$28,825,000) comprising mainly

rental receivables.

The following is an aged analysis of trade receivables at the balance sheet date:

0 - 30 days ZE=1H
31— 60 days =+—HZEXTH
61 — 90 days ATt—BEh+H
Over 90 days A+BMUE

The Directors consider that the fair value of the Group's debtors at the balance

sheet date was approximately their carrying amounts.

The United States currency treasury bills are measured at fair value at each
balance sheet date. Their fair values are determined based on the quoted prices
provided by the securities” brokers for equivalent instruments at the balance

sheet date.

Major terms of the United States currency treasury bills are as follows:

Notional Amount Maturity
ARHHA ZIH A
US$36,300,000 12th January, 2006

36,300,000 =T —EERF—A+=H
US$27,700,000 23rd March, 2006
27,700,000 =T —EEXF=HA_-+=H

B 5 ¥Rk M ot

BE-STRFE+ A=+

HIFFE

FEWRRIA - & RIBNRIBBERIKRE SREY

21,990,000/ (ZZZWF
L) EEAEWAES -

: 28,825,000 /&

BB ZERENEER ZREITAT :

2005 2004
HK$'000 HK$'000
FET FHET
5,768 4,349
2,185 1,380
866 530
13,171 22,566
21,990 28,825

EHEERAAEENGE A Y BIEE ATE

HEREEMSE -

IRERBEEEFNEEGERARFEFE -
HERAFERBEFELENGEERERZBETA

BARBEE -

IRERBEBEEFCETEZARMT




Notes to the Financial Statements B IS R M5
For the year ended 31st December, 2005 HEz—_ZFTFERF+_A=Z+—HIFFE

Included in creditors and accruals are trade payables of approximately ERNEBEREFARBREEENE ZERELY

HK$7,337,000 (2004: HK$7,376,000). 7,337,000 &t (ZZZ M4 : 7,376,000 &
JT) °
The following is an aged analysis of trade payables at the balance sheet date: BNESEBENEER 2RESTAT
2005 2004

HK$000 HK$'000
TR TR

0 - 90 days ZZEN+H 3,766 71
Over 90 days A+BERE 3,571 7,305
7.337 7,376

The Directors consider that the fair value of the Group's creditors at the balance EEEgRRAEENEE R 2 BNRIBAT(ER

sheet date was approximately their carrying amounts. HEREERS °
2005 2004
HK$°000 HK$'000
FER FHET
Secured bank loans repayable within a period of: ARTIHEEE BERBITER :
Less than 1 year —FLAT 1,772,476 1,345,940
More than 1 year but within 2 years —FU BT B ME 2,942,313 947,909
More than 2 years but within 5 years MER FERBBASF 2,703,604 3,750,045
Over 5 years FFE 17,525 71,694
7,435,918 6,115,588
Secured other loans repayable within 1 year ER—FANEEEMEERER 4,318,134 937221
11,754,052 7,052,809
Less: Amount due within one year B - IR —F B E 2 IR (6,090,610) (2,283,161)
Amount due after one year —F 1&g B 2 08 5,663,442 4,769,648

The bank loans are variable-rate borrowings which carry interest ranging from ZERTEFEOEZHFINEEE  FINFEEAR

HIBOR+0.47% to HIBOR+0.8% (2004: HIBOR+0.5% to HIBOR+0.8%) per BIRITRIZERBEN047EEN08ERE (=&

annum. TOE  HERTRAZEFRSIMOSEENMO08E
NE) °
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The other loans are variable-rate borrowings which carry interest ranging from
Inter-bank Rate +0.25% to Inter-bank Rate +0.5% (2004: Inter-bank Rate
+0.4% to Inter-bank Rate +0.5%) per annum.

The Directors consider that the fair value of the Group's borrowings approximate

to their carrying amounts.

B 75 ¥ 2% B

FERFL_A=1—HIFE

BzE_

HWERRFBA =X

At

.
s

FT & B A SRTRI %
FEMO25EEMNO05 BRE (ZZTZTMF : R

TRIZFEMO4EEMOS EAE) -

EXeRRAEEERZA

+
T

A EEEREEN

The Group's borrowings that are denominated in currencies other than Hong REBUBTUIINEEAEZEENAT ¢
Kong dollars are set out below:
Japanese Australian
Yen US Dollar Dollar
JPY'000 Usg'000 AUD'000
H EYA BN 7T
THEA FEx TBM 7T
As at 31st December, 2005 RZBZRF+-_A=+—H 11,197,355 437,865 26,910
As at 31st December, 2004 RZZEENF+_-_A=+—H Nil £ Nil & Nil /&
Contingency  Litigation
provision claim Total
HK$'000 HK$'000 HK$'000
(note a) (note b)
RABIERHE FRARE a5t
FHT FHET FHET
(Mtzxa) (M3 b)
At Tst January, 2004 R-_ZEZWNF—HF—H 16,017 - 16,017
Provision for the year RNEERAE = 8,427 8,427
At 31st December, 2004 and RZEENF+_A=+—8x%
31st December, 2005 RZZEZERAF+=-RAR=+—H 16,017 8,427 24,444
Notes: Mt 5
(@)  The provision represents construction cost determined by the management's best (@) HREEREEER—BE=EHRNELZERE

(b)

estimate of the Group's liability on contingency claims by a third party to whom a
property under development project was previously disposed of.

A creditor of Chi Cheung, C. A. Pacific Finance Limited (in liquidation) (the “CA.
Pacific"), has served a writ and claimed against Chi Cheung for an amount of
approximately HK$8,427,000. The claim relates to a margin loan granted to Chi
Cheung by C. A. Pacific for the dealing of securities between the years of October
1996 and January 1998. The Group made a provision of approximately
HK$8,427,000 for the above litigation claim in 2004. The Group settled the claim
at amount of HK$8,300,000 on 16th January, 2006. Consent Summons was filed
and an order from the High Court dated 20th January, 2006 was sealed to record
the discontinuance of the legal proceedings.

(®)

hYEBRBERSRAREMELZ A EE B ER
1B 2 AR bR M B 2 FREER A -

Z 5 2 f&HE A CA. Pacific Finance Limited (&£
) ([CA Pacific]) ERXSHREAEFETL
8,427,000 AT ° ZIERE MM B CA. Pacific %
FEHEUER—AAANFETAZ—AANF—A
MR 5B HF 2 IFRER - AEBRN _ZZMF
BRI AREEL L 8,427,000 B T2 Bl o &
SEN_ZTTRF— ﬁ-i—/\mxszooooo,%m
BRI RE - ZXEBEZXREMNHEE 5%
ERERZZETENE—AZTHTNSRIEMERE
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In April and May 2005, the Company has issued zero coupon Convertible Bonds
(the "Bonds”) with a maturity date on 2010 in an principal amount of
HK$1,750,000,000 and a further principal amount of HK$60,000,000.

The Bonds are convertible on or after 20th May, 2005 up to and including 20th
March, 2010 into fully paid ordinary shares with a par value of HK$0.10 each of
the Company at an initial price of HK$7.37 per share, subject to adjustment.
Unless previously redeemed, converted or purchased and cancelled, the Bonds

will be redeemed at 100 per cent of their principal amount on 20th April, 2010.

The Bonds contain two components, liability and equity elements. Upon the
application of HKAS 32 (see Note 3 for details), the Bonds were split between
the liability and equity elements. The equity element is presented in equity
heading “Convertible bonds — equity reserve”. The effective interest rate of the

liability component is 4.38%.

The movement of the liability component of the Bonds for the year is set out

below:

REBEITHZAERD
ERBAE B

Liability component at date of issue
Converted to ordinary share

Imputed interest expense for the year

Liability component at 3 1st December, 2005

The fair value of the liability component of the Bonds at 3 1st December, 2005,
determined based on the present value of the estimated future cash flows
discounted at the prevailing market rate for an equivalent non-convertible loan
at the balance sheet date, was approximately HK$1,135,302,000.

CHINESE ESTATES HOLDINGS LIMITED

REEZBENBRAX
R-ZEZAF+_A=+—HZEEHS

B H5 R MY et
BE_FTRF+-AS+—HAILEE

RARIRZEERAFHARAABRITAEAES
B # 17 KX £ % & 1,750,000,000 ;%m&
60,000,000 BT - RZZE—ZFFHH2 T
wmgES ([EF]) -

EHFAR_EERFRA-THRIZEREE=-Z
—ZF=RA=1H (BF%ZRB) UIFERLE
f% 737 % (A THRE) RBARARERE
BHOI0B T ZHERFKEBR - RIELRBER
fEE - RMsiBE NG BRIESFITR - —
THFEMAZTHREREARSHEDIED -

BEFEamERN -8R RIERIG - REAE
BETERE R NE (FERME3) - &F
BESRBERERIM - BRI HR [AHRR
BEH —EmidE ] PUERZY] -  BEIHZE
BRAZE R 4.38%

BFEZBEHMRERNZBBHINMT:

HK$'000
TR

1,460,790
(362,420)
36,932

1,135,302

BEEZBEHBINR_ZZTRAF+_A=+—HzZ
NFEELE 1,135302,000 BT 0 AFETIRE
Bz PAERERNEE B 25 H R R A5t
RKRREMEZRMETEHE o
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The amounts are unsecured. The associates and minority shareholders will not
demand for repayment within one year from the balance sheet date and are
therefore shown as non-current. The Directors consider that the fair value of the
amounts as at the balance sheet date, determined based on the present values

of the estimated future cash flows discounted using the prevailing market rates

at the balance sheet date, approximate their carrying amounts.

The following are the major deferred tax liabilities (assets) recognised by the

Group and movements thereon during the year and prior years:

At st January, 2004, as originally stated

Effect of changes in accounting policies

(see Notes 2 & 3)

At st January, 2004 (as restated)

Charge to income statement (as restated)

Charge to equity (as restated)
Realised on disposal of investment

properties

At 31st December, 2004

(as restated)

Effect of changes in accounting policies

(see Notes 2 & 3)
At Tst January, 2005 (as restated)

Charge to income statement
Realised on disposal of investment

properties

At 31st December, 2005

B 5 ¥Rk M ot

#

ZERIEA IR o
THAR—FAEKEE -

B o ZEFIANEE

P4t

\ID?‘"

4.

(=

= o

+ Ahs

ExeRA/RNEEHE

> )\)\
R A/NG])

FoEERES —A=1—HIEE

PHERTE

E& HIVEIE R B 1%

Bz X FHEDREERZT
BHXRBREGHRRREREMAEL 2B

%A T ERRE B

AT AR EBRAEERBET R, EEE
RRERME (BE) RE%

Accelerated
tax Revaluation
depreciation of properties Tax losses Total
HK$'000 HK$'000 HK$'000 HK$'000
MEBBRE MEE L BEEE &5t
FHET FET FHT FHT
R=TEMF—A—R
[REZ5 (662) 64,053 (125,593) (62,202)
BIIHRRETE
(RKzE2 & 3) 676 1,440,860 = 1,441,536
RZZZEME—A—H (KF7) 14 1,504,913 (125,593) 1,379,334
BlamERNG (KF7)) 4,553 12,094 12,555 29,202
BRIk (iWEEEU) = 551,122 = 551,122
HEREMERE
— (927) = (927)
R-TZTWE+=-A=+—H
(feE=51) 4,567 2,067,202 (113,038) 1,958,731
SRR METE
(RHME2R3) (351) 2,730 - 2,379
RZZTRE—A—H (KFF]) 4216 2,069,932 (113,038) 1,961,110
SR EEEEICS 483 881,581 16,388 898,452
HERBMERZR
(1,527) (4,443) 400 (5,570)
RZZETRAF+=_R=+—H 3,172 2,947,070 (96,250) 2,853,992
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For the purposes of balance sheet presentation, certain deferred tax liabilities
(assets) have been offset. The following is the analysis of the deferred tax

balances for financial reporting purposes:

Deferred tax liabilities RIEHIBEE
Deferred tax assets RIEFHTBEE

At the balance sheet date, the Group has the following major unrecognised

deferred tax assets due to the unpredictability of the future profit streams.

Accelerated tax depreciation IR IETE
Tax losses s E e

The unrecognised tax losses may be carried forward indefinitely.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

REEBEBERCZEY  ATECMEAR (B
E) BEHE - Y EmE R 2 EEHEER
DWW

2005 2004
HK$'000 HK$'000
(as restated)

FET FHIT
(&)

2,920,578 2,043,612
(66,586) (84,881)

2,853,992 1,958,731

REEEH - AEEA A THATRRR IS R
BRZIBRELERBEE

k=110

2005 2004
HK$'000 HK$'000
FTERT TAT

(216) (248)
(819,534)  (627,398)

(819,750)  (627,646)

RFERR BTG 1R Al B (R A AR 4 -



Notes to the Financial Statements B 7% S 2% MO 5
For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE

Movements in the share capital of the Company during the year were as follows: RAFEEARABRAESEMOT

Number of shares Share capital
KRG EE [N
2005 2004 2005 2004
HK$°000 HK$'000
TET FHEIT
Ordinary shares of HK$0.10 each BREME010ET ERK
Authorised: EERA
At 1st January K—A—H 5,000,000,000 3,100,000,000 500,000 310,000
Increase #0 - 1,900,000,000 - 190,000
At 31st December R+=—A=1+—H 5,000,000,000 5,000,000,000 500,000 500,000
Issued and fully paid: BRITRBERA
At 1st January K—A—H 2,030,214,000 2,163,900,000 203,021 216,390
Reclassified from treasury stocks REFRNBSE - (17,636,000) - (1,764)
Repurchased and cancelled (Note) BEREE (M) - (116,050,000) - (11,605)
Issue of ordinary shares from BATRRES
conversion of convertible bonds &7 & @R 61,292,780 - 6,130 -
At 31st December R+ZA=+—H 2,091,506,780 2,030,214,000 209,151 203,021

Note: In 2004, the Company repurchased on the Stock Exchange a total of 116,050,000 Mz RZTZTWNE  RARAEBRFEBAARA
shares of HK$0.10 each of the Company, at an aggregate consideration after # 116,050,000 R &R EE 0.10 % T 2 KR
expenses of approximately HK$492,092,000, which with 17,636,000 shares were 3 MR 1R 2 @R BRI A 492,092,000
cancelled in 2004. The nominal value of the cancelled shares was credited to capital TG ZER M E 1% 17,636,000 B EF KRG
redemption reserve and the aggregate consideration paid was debited to the share REREH - TR 2 EESBABRNER
premium of the Group. R MEMNKREBRENAREE ZRME

BRAER °




Notes to the Financial Statements
For the year ended 31st December, 2005

During the year, the Group disposed of a 33.466% shareholding in Primasia
Securities Company Limited, a brokerage company in Taiwan, at a consideration
of approximately HK$135.6 million, which was satisfied by: (i) 100% interest in
a property in Shanghai for US$2 million with a call and a put option. On 30th
June, 2005, the property was sold back to the vendor upon receiving the call
option notice of 27th June, 2005 from the vendor; (ii) a 5-year term loan of
HK$85,415,000; and (iii) the cash consideration of approximately HK$34.48

million.

During the year ended 31st December, 2004, the Group had no major non-

cash transactions.

At the balance sheet date, the carrying amount of the assets pledged by the
Group to secure general banking and other loans facilities granted to the Group

are analysed as follows:

Investment properties REMZE
Available-for-sale investments HERE

Stock of properties MEEE
Equity-linked notes REHBERE
Investments held-for-trading FIEEBEZRE
Investments in securities BHRE

United States currency treasury bills X EKEEES
Non-current pledged deposits FER B HR1F K
Current pledged deposits e R K

CHINESE ESTATES HOLDINGS LIMITED

B H5 R MY et
BE_FTRF+-AS+—HAILEE

RAEE - AEE B 135,600,000 B TREHE
BELLEAR&DEFRG BR QA 33.466%
i mMAREBAEUTSEENS: )EE
2,000,000 %Tsz—wﬁ%% 100% # &5 » I
MR AL EE  RZETAF ATt
BHEEEL cREHREANE  ZWEERZZ
THFEANAZTHEEER : (D5FHEK
85,415,000 77T M (iii)4) 34,480,000 BT 2R
SRME -

HE_ZZMF+-_A=+—RIFE  ~5H
WEETEAFRER S

REER  AEEARSGAEHASESH 2 —K
IRITEEREMERMER 2 EERBES T
T

2005 2004

HK$'000 HK$'000

FET FHET

23,263,248 19,016,642

2,857,245 -

2,137,977 877,012

3,428,490 -

1,080,266 -

- 1,633,426

493,870 526,613

121,069 67,001

3,463 62,459

33,385,628 22,183,153
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For the year ended 31st December, 2005

BE-TERF+- A=+ HIFE

(a)  Capital commitments: (@) EBEFHEE:
2005 2004
HK$'000 HK$'000
FHExT FHT
Authorised and contracted for: EHERBREL
In connection with the acquisition of B E MR (M)
a company (note i) 1,596,349 -
Development expenditure of properties BERMEERAX
in Hong Kong 431,176 501,568
Acquisition of land L B + 3 296,300 169,000
Acquisition of an investment property (note i)  WEEREWZE (K i) 388,591 -
Renovation of properties B % 67,622 -
Acquisition of other fixed assets Lo B L A [E] 7E & B 13,544 =
2,794,082 670,568
Authorised but not contracted for: BHEEREL
Development expenditure of properties BERMEERAX
in Hong Kong 234,690 184,221
Renovation of properties B % 526 -
235,216 184,221
Notes: k=3
(i)  The Company has committed to pay an approximately HK$664,000,000 () AAREAEUE—EDQ RN AR
for the balance of a land cost, HK$732,000,000 for settling the debt and 2 BA%EH) 664,000,000 T - JEEE IR
HK$199,000,000 for the success fee in relation to the acquisition of a 732,000,000 7t & X Bk X E A
company. For details of the acquisition, please refer to Note 59(a). 199,000,000 7T © Lt U iE 7 18 R B 3
59(a) °
(i)  The Company has committed to acquire a remaining 50% interest in an iy ARAREFBA—EHEEMEHRTZ

investment property. Details of the acquisition are set out in the Company's

announcement dated 25th November, 2005.

500 t#z - BRAWEBHIBE SN A AR
RIEZRF+ A +RHBEHZA
5 o
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(b)  Contingent liabilities:

Guarantees given to bank,
in respect of banking facilities

utilised by associates

Guarantee given to a third party
in respect of acquisition of

land by a subsidairy

Guarantee given to third parties
in respect of those rent of
disposed properties previously

held by a subsidiary

(c)  Contingent gains

®)

REE R R R ZRTT
EEBEMBITRME ZER

R—EME AR
WiE T m—EE =%
RH 2R

RE—HEMERARMREZ

BEHEMEAF =%
REZzHSER

©

Pursuant to a sale and purchase agreement dated 27th August, 2004 for

Connected Transactions, the Group is entitled to 80% profit sharing on

the properties when the properties are subsequently sold by the

discretionary trust within 24 months from the completion. Certain

properties are not yet disposed of by the discretionary trust as at year end.

(d)  Risk management

(@

The Group has established adequate risk management procedures that

enable it to identify, measure, monitor and control the various types of

risk it faces. This is supplemented by active management involvement,

effective internal controls and adequate internal audits in the best interests

of the Group.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

Bz

FERFL_A=1T—HIFE

KAREE -

2005 2004
HK$"000 HK$'000
TRER TR

1,365,175 706,433

- 169,000

19,467 =

1,384,642 875,433

EFaL 6

BERZZZNFNA T EEHREER

SN2 BEBEHE  ERETONREER
FZEKE 24 AANEEREYE - A5
BEHEDZAEBWEZ 80% % H - HEFL
H 2EESEHRELETHME -

Bz &2

AEBEEHI —ExENRRERRERF
L‘XE%%E'J CBE  ERREHEmENESE

C WHNEBRNEEESE - AU
*BEW KRB AEBER - LREARSE
B H) R EM S o
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The Group as lessee

Minimum lease payments paid under operating REEREEBLOZN
leases during the year: 2SR -
Premises LZES

At the balance sheet date, the Group had commitments for future minimum

lease payments under non-cancellable operating leases which fall due as follows:

2005 2004

HK$000 HK$'000

FER FHEIT

Within one year R—FR 283 157
In the second to fifth year inclusive FE_ZERF (BEERMF) 101 -
384 157

Operating lease payments represent rentals payable by the Group for certain of

its office properties. Leases are negotiated for an average term of 1 to 2 years.

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

A5 B AN
2005

HK$000
FTER

230

2004
HK$'000
TAT

110

REER - NEBR RS EEN 2 BRHE
EHEREAER T HFEZE

EEBOASEAREREETRFEYREN
ZHE HOFHE—EMFEHRE R -
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The Group as lessor

Property rental income earned during the year was approximately
HK$715,606,000 (2004: HK$695,381,000) less outgoings of approximately
HK$27,980,000 (2004: HK$30,078,000).

The investment properties of the Group are expected to generate annual rental
yields of 2.7% to 10.3% on an ongoing basis. All of the properties held have

committed tenants not exceeding five years.

At the balance sheet date, the Group had contracted with tenants for the

following future minimum lease payments:

B FSERR M o

BE_FTRF+-AS+—HAILEE

LB BHEA

RERBGREZ RS WAL A 715,606,000 7
7T (ZZZ M4 : 695,381,000%7C)  MkRHH
X # 27,980,000 5t (Z T T W F :
30,078,000 B T) ©

AREZRANEERTRERGEF 27% 5
1030 2 S WEE o FrHIE s FERAFH
W RBHALE o

REER  AEEDH T BRESKIERFEE
HPEFT#

2005 2004

HK$'000 HK$'000

FERT FHET

Within one year R—FR 493,057 569,791
In the second to fifth year inclusive FE_EZFHF (BEEEMFE) 368,157 341,396
861,214 911,187

The Group participates in both a defined contribution scheme which is registered
under the Occupational Retirement Scheme Ordinance (the "“ORSO Scheme”)
and a Mandatory Provident Fund Scheme (the "MPF Scheme”) established
under the Mandatory Provident Fund Ordinance in December 2000. The assets
of the schemes are held separately from those of the Group, in funds under the
control of trustees. Employees who were members of the ORSO Scheme prior
to the establishment of the MPF Scheme were offered a choice of staying with
in the ORSO Scheme or switching to MPF Scheme, whereas all new employees
joining the Group on or after 1st December, 2000 are required to join the MPF
Scheme. For members of the MPF Scheme, the Group contributes 5% of
relevant payroll costs to the MPF Scheme, which contribution is matched by the
employees and the Group. The Group contributes 5% to 10% of relevant payroll

costs to the ORSO Scheme and the contribution by employees is at 5%.

The total costs charged to the income statement of approximately HK$4,255,000
(2004: HK$3,228,000) represent contributions payable to these schemes by
the Group for the year.

CHINESE ESTATES HOLDINGS LIMITED

AEBE T AR BB R BRGIFEM 2 E
BESGTE (TBEERAKE]) RR-FTTF
+ = AT BRI AR S F BIGRPIL
ZBEINERTES S (TREESE]) - &ZFat
o BEERAKECEENRIE  YMXFTA
B o R FTEIIIAT - BB RIRF 8K
B REWEEZESMBERAEHE LS
maESE MR=ZETEF+=-_A—B52
BIMAREBZHEEHESINBESAE - &
SEFpRESFEZKBRBESAEELEH
¥z 500 3% BEE Z HFAER - BERA
SEHE A RBFRKGBIEL K - NEER
BERRGTEER B REZ BN Z 5% = 10%
- e B RIfEH 5% K

RIS RINB 2 RBR4) A 4,255000%8 7T (=
=z F 3228000 7L) - BIANEENAF
ERZEEIEMN 2 HK -
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During the year, the Group entered into the following transactions with related

parties:

Income received from associates:
Secretarial fee
Office and retail rental
Building management fee
Management fee
Interest income
Administration fee
Accountancy fee
Income received from a private company partially
owned by two Directors:
Retail rental
Building management fee
Rent and rates paid to associates
Share of profit arising from the sale by a related party
of certain properties acquired from the Group
Proceed from disposals of properties and
assets to private companies owned by
a discretionary trust set up by a Director and

a substantial shareholder

Details of the balances with related parties as at the balance sheet date are set

out in Notes 30 and 46 above.

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

B UEEE R R Z WA
WEER
RrERTEVEHES
AREERE
EEE
B MA
THE
it E

BERMBAEFHABOBRN
ZIARBZHA
TEVFHEE
AREERE

ENBERARZES R EM

MEATHERAEEKEZ

B TWEZ BIE RN
ME—NEEFREIERR
B EREEEER
ZIARBIHE
MEREEZFIEHIE
REEER -
Mzt 30 & 46

2005
HK$000
TER

556
169
3,194
9,628
100
120

33,363
2,979
466

50,160

261,026

RER » NEBEBEATETTIIRS

2004
HK$'000
FTET

14
544
169
133
13,416

120

40,036
3,575
435

386,696

HEEAN T 2 X B EHFBEHN X
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The Directors are of the opinion that a complete list of the particulars of all
subsidiaries would be of excessive length and therefore the following contains
only the subsidiaries as at 31st December, 2005 which principally affect the

results or assets of the Group. All subsidiaries are indirectly held and wholly

owned private limited companies except otherwise stated.

Name of subsidiary

MEBAREM

Alpha Team Limited

Baharica Limited

Billion Up Limited

Boria Enterprises Limited
(50.1% owned subsidiary)
BKEEBRAR

(#EA 50.1% R Z2HBAR)

Cardin Factory Limited
EABMARRA R

Place of
incorporation/
operation

ML R i

British Virgin Islands
REEARES

Hong Kong
3

British Virgin Islands
REERARES

Hong Kong
B

Hong Kong
)

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

P
E52R

RIHEHHBARENESRBER
TLE e Ut TREBENR_ZERF+_A=
T AHARBEZ RGN EERERVE B
REZFE - BREBERI  BEMBARIE R

RMEKAEREERBZALAERAA -

Principal activities

FEEK

Investment holding

BREZEK

Property investment

MEERE

Investment holding

REZEK

Property investment

MEERE

Property development
and trading
MEEZERREER

Issued and fully

paid ordinary share
capital except
otherwise stated
ERTRBEEBRRAE
(ZEEHERMD)

Us$1
1%t

HK$20
20787

Us$1
1%t

HK$20
2078 7T

HK$2
2787
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Name of subsidiary

MEDR A8

Chi Cheung Investment

Company, Limited #

(61.93% owned subsidiary)
EHBEEERAA#

(%A 61.93% s MBARF)

Chinese Estates (Harcourt House)
Limited

Chinese Estates, Limited
(direct subsidiary)

EABEERAF
(EENRBARD)

Chinese Estates (Tung Ying
Building) Limited

Chinese Estates (Windsor

House) Limited

Conduit Road Development
Limited (70% owned subsidiary)
TREREERERAA
(R 70% #Ewm 2 B aE)

Place of
incorporation/
operation

SRR S, AR it B

Hong Kong
BB

Hong Kong
B

Hong Kong
B

Hong Kong
BB

Hong Kong
BB

Hong Kong
B

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

Principal activities

TEXK

Investment holding

BB

Property investment

MEKRE

Investment holding
and provision of
management services

RE R R E 12 RS

Property investment

MEKRE

Property investment

MERE

Property development

MEER

Issued and fully

paid ordinary share
capital except
otherwise stated
ERTRBREERRAE
(ZEEHERMD)

HK$3,387,659.87
3,387,659.87 & T

HK$200
200 % 7T

HK$1,000
1,000 & 7T

HK$2
28T

HK$100 and non-voting
deferred share capital of
HK$2

100787 R B R
IRIE PR A AN 2 7 TT

HK$10,000
10,000 & 7T

EABEEE 151
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Place of
incorporation/
Name of subsidiary operation
i) PN MR, R R
Dollar Union Limited Hong Kong
(87.5% owned subsidiary##) e

SR EERAR
(BB 87.50% s 2 Hi B A A #4)

Everbright Pacific Ltd. British Virgin Islands
AEERARES
Evergo China Holdings Limited Bermuda/
Hong Kong
BRE/BE
Evergo Holdings Company Limited Hong Kong
EXm&EEEGRAR B
Fair City Limited Hong Kong
RMBR DA &
Fair Eagle Finance Credit Limited Hong Kong
RESHRARAF Bk
Fair Eagle Futures Company Hong Kong
Limited e
REHEFRAF
Fair Eagle Securities Company Hong Kong
Limited e

REBHFARAF

152 CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

BE_FTRF+-AS+—HAILEE

Principal activities

TEXK

Property development
and trading
MEZRIEE

Securities investment
BHIEE

Investment holding

REZEK

Investment holding

BREZEK

Property investment

MEERE

Securities margin financier

EFREBETHME

Broking and dealing in trade
futures contracts
BEEMERARLERERS

Broking and dealing
in listed securities
IMBEFERLRIZS

Issued and fully
paid ordinary share
capital except

otherwise stated

ERTRBZZTERBKAR
(BEFHERIM)
HK$100

100 7% T

Us$1

1%t

HK$100,775,869.10
100,775,869.10 # 7T

HK$1,000

1,000 & 7T

HK$2
27T

HK$ 10,000,000
10,000,000 7 JT

HK$5,000,000

5,000,000 7T

HK$8,000,000
8,000,000 & 7T



Notes to the Financial Statements
For the year ended 31st December, 2005

Name of subsidiary

MEARER

G-Prop (Holdings) Limited #
(50.1% owned subsidiary)

TECERERAA #

(BEH 50.10% ¥ 2 M B~ &)

Geneva Developments Limited

RPERARAF

Good Eagle Investments Limited

Good Silver Limited

Global Young Holdings Ltd.

Grandhall Secretarial Services
Limited
HEMEREER QA

Great Empire International Ltd.

Place of
incorporation/
operation

SRR S, AR it B

Bermuda/
Hong Kong
BRE/BE

Hong Kong

&

British Virgin Islands

British Virgin Islands
REERARES

British Virgin Islands

Hong Kong

&

British Virgin Islands
REERAREE

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

Principal activities

TEXK

Investment holding

BB

Property investment

MEHRE

Securities investment

BHIE

Securities investment

EHFHRE

Property investment

MEKRE

Secretarial services

WERE

Investment holding and
securities investment

BREEBERBEHRE

Issued and fully

paid ordinary share
capital except
otherwise stated
ERTRBREERRAE
(ZEEHERMD)

HK$7,.940,578
7.940,578 7 7T

HK$2
28T

US$1
1%t

US$1
17T

Us$1
1%7T

HK$10,000
10,000 & 7T

US$1
17T
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Name of subsidiary
()N

Great King Limited
(50.1% owned subsidiary)
REBRQTF

(BB 50.1% #m 2B AR)

Great Will Limited

Groupluck Company Limited

Grow Wealth Property Investment
Limited (Corporate name: Grow
Wealth Company Ltd)

(A% : Grow Wealth
Company Ltd )

Hillsborough Holdings Limited

Luckpoint Investment Limited
LHREARAA

Lucky Well Investments Limited

Place of
incorporation/
operation

AL R

Hong Kong
B

British Virgin Islands
AEERARES

Hong Kong
)

Republic of Liberia/
Hong Kong
Fltb Bgp B FH S

British Virgin Islands/
Hong Kong

REBEBRES BB

Hong Kong
£l

British Virgin Islands
REERARES

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

HE—_ZEF

Principal activities

FEEK

Property investment

MELRE

Property investment

MEERE

Money lending
ME

Property investment

MEERE

Property investment

MEERE

Securities investment

EHE

Securities investment

EHIRE

AFF+ZA=1+—HILFE

Issued and fully

paid ordinary share
capital except
otherwise stated
ERTRHBZEBRRAE
(BBZHERND)

HK$2
2787

US$1
=

HK$2
2787

1 registered and/or bearer
share without par value

1 REEERE RS
DRNRE h)

US$1
=

HK$2

27T

Us$1
1%t



Notes to the Financial Statements
For the year ended 31st December, 2005

Name of subsidiary

MEAREE

Million Point Limited

Modern City Investment Limited
(75% owned subsidiary)
MPERE R AR
(BEB 75% w2 B AR

Oriental Ford Finance Limited

BEVBERAA
Paul Y. Holdings Company
Limited (direct subsidiary)

(EEMBRR])

Paul Y. (New Tunnel) Limited
RE (FRE) BRAA

Perfect World Company Limited
BENEEEERAR

Pinecrest International Limited

Pioneer Time Investment Limited

Place of
incorporation/
operation

AR AL i B

British Virgin Islands
REERARES

Hong Kong
5

Hong Kong
BB

Cayman Islands/
Hong Kong
HEeHS &5

Hong Kong
N

Hong Kong
BB

British Virgin Islands

RBERREE

British Virgin Islands/
Hong Kong

ABRARES/BE

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

Principal activities

EEXK

Investment holding
BB

Property investment

MELRE

Money lending
&

Investment holding
AR
Investment holding

REZER

Estate management

MEER
Investment holding

RERR

Property investment

MERE

Issued and fully

paid ordinary share
capital except
otherwise stated
ERTRAREBERRAE
(BEEHERMD)

US$1
17T

HK$4
47387

HK$2
28T

HK$70,715,005.70
70,715,005.70 % JT
HK$2

2787T

HK$10,000
10,000 % 7T

US$1
1%t

US$1
1%t
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Name of subsidiary

MEBAR AN

Real Power Pacific Limited

Sino Silver Limited

Silver Step Limited
REFRAA]

Silvercord Limited

REERAT]

Sky Rainbow Limited

Smart Ocean Limited

Speed Win Limited
DERRRA

Sun Power Investments Ltd.

Place of
incorporation/
operation
SRR/ A i B

British Virgin Islands

British Virgin Islands
REEARES

Hong Kong
)
Hong Kong
)

British Virgin Islands
REEARES

British Virgin Islands

Hong Kong

B

British Virgin Islands/
Hong Kong

KEGRREE EE

CHINESE ESTATES HOLDINGS LIMITED
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BE_FTRF+-AS+—HAILEE

Principal activities

FEXK

Securities investment
BHIEE

Securities investment

BEHRE

Property development
and trading
MEZRIEE

Property investment

MERE

Securities investment

BEHRE

Investment holding
BB

Property development
and trading
MEZBRIER

Securities investment

Issued and fully

paid ordinary share
capital except
otherwise stated
ERTRBZEBRRRAE
(BEEHERMD)

Us$1
1%t

US$1
17T

HK$2
2787
HK$14,600

14,600 /& 7T

US$1
17T

US$1
1%

HK$2

287T

US$1
17T



Notes to the Financial Statements
For the year ended 31st December, 2005

Name of subsidiary
MWELR A

Sunny Ocean Investments Limited
(Corporate name: Sunny Ocean
Limited)

(A E%78 : Sunny Ocean
Limited)

Super Full Investments Limited

BRxEBRAR

View Success Investments Limited
(61.93% owned subsidiary)
=T REBRAA

(FEB 61.93% Em 2 MBAR)

Viewide Properties Limited

None of the subsidiaries had any debt securities subsisting at the end of the

year or at any time during the year.

# Listed company in Hong Kong

Place of
incorporation/
operation

MR/ R R

British Virgin Islands/
Hong Kong

HRBRRARES/BE

Hong Kong
BB

Hong Kong
N

British Virgin Islands/
Hong Kong

RBHERARESEBE

##  75% owned by the Group and 25% owned by KSH

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

Issued and fully
paid ordinary share
capital except
otherwise stated

Principal activities ERTRBZEERRE
FEXK (ZEEHERMD)
Property investment US$1
MERE 137
Securities investment HK$1
BHERE 1787
Property investment HK$2
and trading 28T
MEREREE
Property investment US$1
MERE 157

REER R FREMRER - ENBAREEE
MERE S o

# EELEHAF
#4  KEEEE 75% REETEAE 25%
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Notes to the Financial Statements

For the year ended 31st December, 2005

The Directors are of the opinion that a complete list of the particulars of all

associates would be of excessive length and therefore the following list contains

only the associates as at 3 1st December, 2005 which principally affect the results

or assets of the Group.

Name of associate

Nt

Bestwise Resources Limited

Direct Win Development
Limited

BRERARAF

Earn Elite Development Limited
BAERARDA

Ever Sure Investments Limited
KIHIREBR AT
Finedale Industries Limited

EHEXERADA

Grand Make International
Limited

Healthy Point Limited
BHFRAR

Place of
incorporation/
operation
MR,

British Virgin Islands
EBEBREE

Hong Kong
A
Hong Kong
A
Hong Kong
0
Hong Kong
0

British Virgin Islands
RERBREE

Hong Kong
EE

CHINESE ESTATES HOLDINGS LIMITED

Issued and fully
paid ordinary

share capital except

otherwise stated
ERTRAE
EBERRAE
(ZEZHERMD)

US$100
100% 7T

HK$900
900 & T

HK$2
28T

HK$2
287

HK$9,999
9,999 & T

US$100
100 &7

HK$2 and
non-voting
preferred share
capital of HK$1
2ETREREE
BEBRRAN 1 BT

B FSERR M o

BE_FTRF+-AS+—HAILEE

ERERRIEEE

e NRENESRBER

TUE e Ut TREBENR_TERF+_A=
T AHAREZ RGN EERERY B ML

AR ZFE -
Percentage
of equity
attributable
indirectly
to the Group

AEERBERS
BRABD L

25%

331/5%

30.97%

50%

20.64%

350%

30.97%

Principal activity
ETREK

Investment holding

REER

Property development
and trading
MEERIEER

Property investment

MERE

Property development
and trading
MRERNER

Property investment

MERE

Investment holding

REERK

Property investment

MERE



Notes to the Financial Statements
For the year ended 31st December, 2005

Name of associate

BENTRERE

Oriental Arts Building Co. Ltd.
RAEMAEAERRAR

Power Jade Capital Limited
(Corporate name: Power
Jade Limited)
(XA)E7 © Power
Jade Limited )

Shanghai New World
Huai Hai Property
Development Company
Limited

FERE RSN EER
BRAT

Strongplus Limited

The Kwong Sang Hong

International Limited @

e Paid up registered capital

@ Privatised in February 2005

Place of
incorporation/
operation

G ey

PRC
5

British Virgin Islands/
Hong Kong
REBHBRES /BB

PRC
G

British Virgin Islands

Bermuda/Hong Kong
BEE/BE

Issued and fully
paid ordinary

B 5 ¥Rk M ot

BE-TERF+- A=+ HIFE

share capital except

otherwise stated
ERITRAR
ZERRAE
(REZHERM)

US$24,920,000*

24,920,000 =T *

US$20
20%T7T

US$75,000,000%
75,000,000 3£ 7t *

Us$2
2ETT

HK$100,000
100,000 % 7T

*

@

Percentage

of equity
attributable
indirectly

to the Group
FEEMERG
RAE 2

50%

50%

34.65%

50%

50%

BREMER

Principal activity

IREH

Property investment
and hotel operation

MERERBERE

Investment holding

REERK

Property investment

MELE

Investment holding
REER

Investment holding

REERK

ER=_ZZRF_ATLAL
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The Directors are of the opinion that a complete list of the particulars of all jointly
controlled entities would be of excessive length and therefore the following list

contains only the jointly controlled entity as at 31st December, 2005 which

principally affects the results or assets of the Group.

Name of
jointly controlled entity
HEZFHBEEE

Top Grade Assets Limited

Form of
business structure

E 303 k37

Incorporated

AR SZ

The above jointly controlled entity operates in the PRC.

Investments in subsidiaries
Amounts due from subsidiaries
Other current assets

Amounts due to subsidiaries
Convertible bonds

Other current liabilities

Net assets

Share capital (Note 48)

Reserves

Total equity

B FSERR M o

BE_FTRF+-AS+—HAILEE

2 2 5 o

Proportion
of nominal
value of issued

Place of share capital held
incorporation B #1T
&F il B 2 4t B RAEE &
British Virgin Islands 25.05%

REEBRES

EFEeRRIH2BAREIRESSRIEAR
T o Bt TRABREN_ZTAF+ A=
T AHARE RGN EERERFE AR

Principal activities

EEXEEK

Property investment

MERE

b A EERIEBEDRZE -

MEARIRE
JRE L it 8 2 B 3R IR
HitymE & E
FE AT it 8 & B 3R
A AR AR 55
HiymE AR

FEE

A (MI3E 48)

ff# 78

e A a5 48 5R

160  CHINESE ESTATES HOLDINGS LIMITED

2005 2004
HK$'000 HK$'000
FET FHT
5,131,529 5,131,529
1,625,840 10,394,043
28,010 753,592

(921,396) (9,767,761)
(1,135,302) -

(322) (442)
4,728,359 6,510,961
209,151 203,021
4,519,208 6,307,940
4,728,359 6,510,961




Notes to the Financial Statements B 7% S 2% MO 5
For the year ended 31st December, 2005 BHE—FTFEAF+ _A=Z+—HIFFE

Loss of the Company for 2005 amounted to approximately HK$2,046 million RARINZETTRF 2 E1BA A 2,046,000,000
(profit of 2004: HK$629 million). B (ZEZWEER : 629,000,000 FT) °

The Company has applied the new HKFRSs that are effective for accounting PN TR Nt T il S el = =1 A -

periods beginning on or after 1st January, 2005 and appropriate adjustments HIR R 2 ST B s s 2R - WARKE(E L

have been made. o

(@ On 30th December, 2005, a wholly-owned subsidiary of the Company, @ RZZEZTAF+_A=1H ARFH—

entered into a sale and purchase agreement with Easy Action Limited for K2 & Mt 8 X 5] 52 Easy Action Limited 25 5]
the acquisition of 70.01% equity interest of Moon Ocean Ltd. (“Moon B & W Moon Ocean Ltd.([ Moon
Ocean”), which holds indirect interest in 5 parcels of land in Macau. The Ocean]) 70.01%#£ 2% © Moon Ocean$5 A
acquisition was completed on 5th January, 2006 and the acquisition cost SEPT 5 A R s - WIBN —FE
of HK$1 million was satisfied in cash. Details of the acquisition were NE—AARABTHK - WEEE 1,000,000
disclosed in the Company's announcement dated 30th December, 2005 T WHARE I - WEFBEERAAA
and Company's circular dated 20th January, 2006. —ERRFETA=THENAMNM_EE

NE—AZTHTEABERPREE -
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(b)

©

On 25th November, 2005, a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement with Upgrade Assets Limited,
a 50% indirect associate of the Company, relating to the acquisition of
100% equity interest of JadeField Limited, which holds indirect interest in
the unsold portion of Peregrine Plaza located in Shanghai. The acquisition
was completed in March 2006. Details of the acquisition were disclosed

in the Company’s announcement dated 25th November, 2005.

On 2nd December, 2005, a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement with an independent third
party of the Company, relating to the disposal of 35% equity interest of
Grand Make International Limited, which holds 99% indirect interest in
Hong Kong New World Tower located in Shanghai. The disposal was
completed in March 2006.

CHINESE ESTATES HOLDINGS LIMITED

B FSERR M o

Bz

(b)

©

—EERFT A= —HIULFE

RZZZRF+—A=+AHB ' XRFEH
—REEMBAREARRARBERFE 50%
17 75 H) Bt 2 /A @] Upgrade Assets Limited %8
T B E % - B8 JadeField Limited 100%
#25  JadeField Limited # B /M H
BEYRGSAEDONHERES o W
RZZTRF=ATK - WEFFERE
ARRIZZEZRF+—HA-THBEHRMF
B -

R_ETRFE+_A=-H A£EH
2EMBAREARANE LR
=HEGTEE M - B8 Grand Make
International Limited 35% #& z= * Grand
Make International Limited 5 /5 iz /A _£ /& &9
BB R KRE 99% #x - HER-TT
NEZATK °



