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GENERAL
Cheuk Nang (Holdings) Limited (the “Company”) and

its subsidiaries (collectively, the “Group”) are
principally engaged in the property development and
investment and provision of property management
and related services. The Company is a limited
liability company incorporated in Hong Kong and
listed on The Stock Exchange of Hong Kong Limited.
The address of its registered office is 30th — 32nd
Floor, Cheuk Nang 21st Century Plaza, 250 Hennessy
Road, Wanchai, Hong Kong.

PREPARATION OF FINANCIAL
STATEMENTS

Going concern

The Group depends on finance from banks, a related
company and a director, who is also a substantial

shareholder of the Company, to fund its operations.

The related company and the director have
confirmed that they will not request repayment of
the amount due until such time as the Group is in a

position to repay.

Based on the Group’s existing banking facilities, and
the advances obtained from a director and the
related parties, the Directors believe that the Group
will have sufficient resources to fund its operations
and will continue as a going concern. Consequently,
the Directors have prepared the financial statements

on a going concern basis.
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3. FESTHE 3. PRINCIPAL ACCOUNTING POLICIES
(a) E~rEH (a) Statement of compliance
R BIHERDIREBGFRIA These financial statements have been prepared
2R BB HE ER in accordance with Hong Kong Financial
(BT BHREEN]) - 1 Reporting Standards (“HKFRS”), which
S BEMmAERERNZE collective term includes all individual Hong
B BREER - BEGIE Kong Financial Reporting Standards, Hong Kong
Al(TEBETER]) k& Accounting Standards (“HKAS”) and
B FEEERRMAZERE Interpretations issued by the Hong Kong
KB R BUERH 2 8 E iR Institute of Certified Public Accountants
& KHBHRITAFHFEE (“HKICPA”), accounting principles generally
BHAERIBERARES L accepted in Hong Kong and the Hong Kong
MRAZEREERE - A% Companies Ordinance. These financial
ERA T EZStHERMET statements also comply with the applicable
TREATE o disclosure provisions of the Rules Governing

the Listing of Securities on The Stock Exchange
of Hong Kong Limited. A summary of the
principal accounting policies adopted by the

Group is set out below.

(b) #mBLEAE (b) Basis of preparation
i BB TS R R I AR NMEAE R The measurement basis used in the preparation
BERE  RREMERER of these financial statements is historical cost
S EBESIR M E WS REES except for investment properties and financial
TREEDAAABEE assets at fair value through profit or loss, which
Hh - HBER T 2 &5 are measured at fair value as explained in the
R e accounting policies set out below.
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FTESTEHE (&) 3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
(c) #HREEE (c) Basis of consolidation
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The consolidated financial statements include
the financial statements of the Company and
its subsidiaries made up to 30 June each year
and also incorporate the Group’s interest in
jointly controlled entities on the basis as set
out in note 17 below. 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-company transactions and balances
within the Group are eliminated on

consolidation.

Property, plant and equipment

Property, plant and equipment, are stated at
cost less accumulated depreciation and

accumulated impairment losses.

The cost of an item of property, plant and
equipment comprises its purchase price and any
directly attributable costs of bringing the asset
to its working condition and location for its
intended use. Subsequent costs are included in
the asset’s carrying amount or recognised as a
separate asset, only when it is probable that
future economic benefits associated with the
item will flow to the Group and the cost of the
item can be measured reliably. All other repairs
and maintenance expenses are charged to the
income statement during the year in which they

are incurred.
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(&) 3. PRINCIPAL ACCOUNTING POLICIES

(cont’d)

(d) Property, plant and equipment (cont’d)

3. TEEFHX

(d) 2% - #BERRME (B)
ME - BEEREBEEREEZE

Depreciation is provided to write off the cost

WAEEZz AR IZE A
12 /3 4 B M B R HARR R EHRUE
B RERERABRRTR

less accumulated impairment losses of property,
plant and equipment over their estimated useful

lives from the date on which they are available

E-HEBEFHEXNT : for use and after taking into account of their
estimated residual values, using the straight line

method, at the following rates per annum:

B REREFE Furniture, fittings and office
B 10% equipment 10%
T E KB 20% Motor vehicles and accessories 20%
(e) FEMH (e) Properties for sale

EVERBREEXNZIFEY
%& HEZERTYE - I
VA EL AN B 2 EL AT 238 JFHE R
FEZBIEE AR - EASR
HEBMMEZBEERRE
(BHREEEMR) 2B B
- AJEBEFEIRN KRB

Properties for sale include completed properties
for sale and properties under development for
sale and are classified under current assets and
are stated at the lower of cost and net realisable
value. Cost is determined by apportionment of
the total

development costs, including

borrowing costs capitalised, attributable to the

F o fEE S WA TR (5 51 unsold units. Net realisable value is determined
EERAZEEME HHE by reference to estimated sales proceeds of
BEKEBEERMSEL G properties sold in the ordinary course of
i xE ° business less all estimated selling expenses, or

by management estimates based on prevailing

market conditions.
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TEEBR (B) 3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
(e) HEWME (&) (e) Properties for sale (cont’d)
EEAMARABEIEKNIRE For a transfer of investment properties
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previously carried at fair value to properties
for sale, the property cost is the fair value at

the date of change in use.

Investment properties

Investment properties are land and/or buildings
which are held by owner or lessee under
finance lease, to earn rental income and/or for
capital appreciation. These include property
interest held by the Group under operating lease
to earn rental income and/or for capital

appreciation.

Investment properties include completed
properties and investment properties under
development for continued future use as
investment properties. Investment properties are
stated at fair value at the balance sheet date.
Any gain or loss arising from a change in fair
value is recognised in the income statement.
Profit or loss on disposal of investment
properties is determined as the difference
between the sales proceeds and the carrying
amount of the asset and is recognised in the

income statement upon disposal.
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3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(f)

(g)

Investment properties (cont’d)

The fair value of investment property is based
on a valuation by an independent valuer who
holds a recognised professional qualification
and has recent experience in the location and
category of property being valued. The fair
values are based on market values, being the
estimated amount for which a property could
be exchanged on the date of valuation between
a willing buyer and a willing seller in an arm’s
length transaction after proper marketing
the had
prudently and without

wherein parties each acted
knowledgeably,

compulsion.

Subsidiaries

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is an entity, in which
the Company directly or indirectly, holds more
than half of the voting power or issued share
capital, or controls more than half of the voting
power or controls the composition of the board
of directors. Subsidiaries are considered to be
controlled if the Company has the power,
directly or indirectly, to govern the financial
and operating policies, so as to obtain benefits
from their activities.

In the Company’s balance sheet, the
investments in subsidiaries are stated at cost
less accumulated impairment losses. The
carrying amount of the investment is reduced
to its recoverable amount on an individual
basis. The results of subsidiaries are accounted
for by the Company on the basis of dividends

received and receivable.
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3.

FOR THE YEAR ENDED 30 JUNE 2006

PRINCIPAL ACCOUNTING POLICIES

(cont’d)

(h) Joint ventures

A jo

int venture is a contractual arrangement

whereby the Group and other parties undertake

an economic activity which is subject to joint

control and none of the participating parties

has

activ

(i)

unilateral control over the economic

ity.

Jointly controlled entity

Joint venture arrangements which involve
the establishment of a separate entity in
which each venture has an interest are

referred to as jointly controlled entities.

The Group’s interest in jointly controlled
entity is accounted for under the equity
method of accounting. The income
statement includes the Group’s share of
the post-acquisition results of the jointly
controlled entity for the year. The balance
sheet includes the Group’s share of net

assets of the jointly controlled entity.
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3.

PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(h) Joint ventures (cont’d)

(i)

(i) Jointly controlled asset

The Group’s share of jointly controlled
assets and any liabilities incurred jointly
with other venturers are recognised in the
financial statements and classified
according to their nature. Liabilities and
expenses which the Group has incurred
in respect of interests in jointly controlled
assets are accounted for on an accrual

basis.

Income from the sale or use of the Group’s
share of the output of jointly controlled
assets, together with its share of joint
venture expenses, are recognised when it
is probable that the economic benefits
associated with the transaction will flow
to or from the Group.

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

On acquisition of subsidiaries, associates,
jointly controlled entities and businesses, if the
Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent
liabilities being acquired recognised at the date
of acquisition exceeds the cost of business
the the
identification and measurement of the

combination, Group reassess
identifiable assets, liabilities and contingent
liabilities being acquired and the measurement
of the cost of business combination, and
recognised immediately in income statement

any excess remaining after that reassessment.
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FTESTEHE (&) 3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
() =@MITA (j) Financial instruments
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Financial assets and financial liabilities are
recognised on the trade date basis, and when
the Group become a party to the contractual
provisions of the instruments. Financial assets
and financial liabilities are initially measured
at cost, being the fair value of the consideration
given and except for financial assets or financial
liabilities at fair value through profit or loss,
including transaction costs directly attributable
to the acquisition. The derecognition of a
financial asset takes place when the Group’s
contractual rights to future cash flows from the
financial asset expire or the Group transfers
the contractual rights to future cash flows to
third party. The Group derecognises financial
liability when, and only when the liability is
extinguished. The Group classifies its financial
assets and financial liabilities in the following

categories.

Financial assets or financial liabilities at fair

value through profit or loss

Financial instruments classified as financial
assets or financial liabilities at fair value through
profit or loss include financial assets or financial
liabilities that are held for trading or derivatives
do not qualify for hedge accounting, and those
designated at fair value through profit or loss
at inception. They are measured at fair value
and recognise changes in fair value in the

income statement.
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3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

)

Financial instruments (cont’d)
Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market and are not held for trading. They are
measured at amortised cost using the effective
interest method, except where loans and
receivables are interest-free and without fixed
repayment term or the effect of discounting
would be immaterial. In such ease, the amounts
are stated at cost less impairment loss.
Amortised cost is calculated by taking into
account any discount or premium on
acquisition, over the year to maturity. Gains
and losses arising from derecognition,
impairment or through the amortisation process

and recognised in the income statement.

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated as this
category or not classified in any of the other
categories. They are measured at fair value with
change in value recognised as a separate
component of equity until the investments are
sold, collected or otherwise disposed of, or until
the investments are determined to be impaired,
at which time the cumulative gain or loss
previously reported in equity is included in the
income statement. Available-for-sale financial
assets that do not have a quoted market price
in an active market and whose fair value cannot
be reliably measured are stated at cost less any

accumulated impairment losses.
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PRINCIPAL ACCOUNTING POLICIES

(cont’d)
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Financial instruments (cont’d)
Trade receivables and payables

Trade receivables and payables are recognised
at cost which approximates to their fair values,
less provision for impairment. A provision for
impairment of trade receivables is established
when there is objective evidence that the Group
will not be able to collect all the amounts due
according to the original terms of receivables.
The amount of the provision is the difference
between the assets’ carrying amount and the
present value of estimated future cash flow,
discounted at the effective interest rate. The
amount of provision is recognised in the income

statement.

Bank and other borrowings

All loans and borrowings are initially recognised
at cost, being the fair value of the consideration
received net of cost associated with the
borrowings. After initial recognition, bank and
other borrowings are subsequently measured at

amortised cost using effective interest method.

Cash equivalents

For the purpose of the cash flow statement,
cash equivalents represent short-term highly
liquid investments which are readily convertible
into known amounts of cash and which are
subject to an insignificant risk of changes in

value, net of bank overdrafts.
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3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

() Revenue recognition

Revenue is recognised when it is probable that
the economic benefits will flow to the Group
and when the revenue and costs, if applicable,
can be measured reliably and on the following

bases.

(i) Sale of properties and property interest

Sale of completed properties is recognised
when the significant risks and rewards of
ownership have been transferred to the

buyer.

Sale of investments in property interests
of properties under development is
recognised on completion of the related

sale and purchase agreement.

(ii) Rental income

Rental income under operating leases is
recognised in the period in which the
properties are let out and on the straight-

line basis over the lease terms.
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PRINCIPAL ACCOUNTING POLICIES

(cont’d)
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Revenue recognition (cont’d)
(iii) Interest income

Interest income is recognised as the
interest accrues using the effective interest
method to the net carrying amount of the
financial asset.

(iv) Estate management income

Estate management income is recognised

in the period when services are rendered.

Foreign currency translation

Items included in the financial statements of
each of the Group’s entities are measured using
the currency of the primary economic
environment in which the entity operates
(“functional currency”). The consolidated
financial statements are presented in the
currency of Hong Kong dollars, which is the
and presentation

Company’s functional

currency.

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the

income statement.
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3.

PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(m) Foreign currency translation (cont’d)

On consolidation, the results and financial
position of all the group entities that have a
functional currency different from the

presentation currency are translated as follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing rate

at the date of that balance sheet;

(ii) income and expenses for each income
statement are translated at average

exchange rates;

(iii) all resulting exchange differences are
recognised as a separate component of

equity; and

(iv) upon disposal of a group entity, exchange
differences relating thereto and previously
recognised in reserves are recognised in
the income statement as part of the gain

or loss on disposal.
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FTESHEE (&) 3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
(n) BEERE (n) Impairment loss
REBRELER  AEBBRTA At each balance sheet date, the Group reviews
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internal and external sources of information to
determine whether the carrying amounts of its
property, plant and equipment, investments in
joint ventures and subsidiaries have suffered
an impairment loss or impairment loss
previously recognised no longer exists or may
be reduced. If any such indication exists, the
recoverable amount of the asset is estimated,
based on the higher of its fair value less costs
to sell and value in use. Where it is not possible
to estimate the recoverable amount of an
individual asset, the Group estimates the
recoverable amount of the smallest group of
assets that generates cash flows independently

(i.e. cash-generating unit).

If the recoverable amount of an asset or a cash-
generating unit is estimated to be less than its
carrying amount, the carrying amount of the
asset or cash-generating unit is reduced to its
recoverable amount. Impairment losses are

recognised as an expense immediately.

A reversal of impairment loss is limited to the
carrying amount of the asset or cash-generating
unit that would have been determined had no
impairment loss been recognised in prior years.
Reversal of impairment loss is recognised as

income immediately.
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3.

PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(o)

(p)

Borrowing costs

Borrowing costs incurred, net of any investment
income on the temporary investment of the
specific borrowings, that are directly
attributable to the acquisition, construction or
production of qualifying assets, i.e. assets that
necessarily take a substantial period of time to
get ready for their intended use or sale, 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 as an expense in the period in

which they are incurred.

Leases

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.

Rental income under operating leases is
recognised in the income statement on a
straight-line basis over the term of the relevant

lease.
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FESFTBEK (8B) 3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
(q EI®A — AEHKTE (q) Employee benefits — defined contribution plans
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The obligations for contributions to defined
contribution retirement scheme are recognised
as an expense in the income statement as
incurred and are reduced by contributions
forfeited by those employees who leave the
scheme prior to vesting fully in the
contributions. The assets of the scheme are held
separately from those of the Group in an

independently administered fund.

Taxation

The charge for current income tax is based on
the results for the year as adjusted for items
that are non-assessable or disallowed. It is
calculated using tax rates that have been
enacted or substantively enacted by the balance

sheet date.

Deferred tax is provided, using the liability
method, on all temporary differences at the
balance sheet date between the tax bases of
assets and liabilities and their carrying amounts
in the financial statements. However, if the
deferred tax arises from initial recognition of
an asset or liability in a transaction other than
a business combination that at the time of the
transaction affects neither the accounting profit
nor taxable profit or loss, it is not accounted

for.
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3. TESETHE (&) 3. PRINCIPAL ACCOUNTING POLICIES

(r

BIA (&)

BER AR BN EEHIRIELS
ZHREHEXREELEHIEZ
BMERBUL - NEBEEWD
FEEAEBZHEER 2R X
AE - MECHBAEEERA
REEA BRERBENBEAIHT

(cont’d)

(r)

Taxation (cont’d)

The deferred tax liabilities or assets are
measured at the tax rates that are expected to
apply to the period when the asset is recovered
or liability is settled, based on the tax rates
and the tax laws that have been enacted or

substantively enacted by the balance sheet date.

R E R Z5 « HIEEEN Deferred tax assets are recognised to the extent

e T RAE - Bl FLARER - that it is probable that future taxable profit will
be available against which the deductible
temporary differences, tax losses and credits
can be utilised.

(s) BBEEAL (s) Related parties
ETINERT - BEALHR A party is related to the Group if
RSB ZBEAL

() ZEB—EAXZEFNE
B T EREEE
FIANEE KAANEKE
22 ) Bl B AN £ (B % B A
FEH  RAEEHES
M WRIEEZER
HAKEBETEEATE
N BB ARKEER K
A 422 1)

(i) directly, or indirectly through one or more

intermediaries, the party controls, is
controlled by, or is under common control
with, the Group; or has an interest in the
Group that gives it significant influence
over the Group; or has joint control over

the Group;

(il BEEAALRARNEEZH (ii) the party is an associate of the Group;
/NI

(i) "EERZEERFEL (iii) the party is a joint venture in which the
a8 A Group is a venturer;

(iv) ﬁﬁﬁ/\if’jﬁﬁliﬁ (iv) the party is a member of the key
RAZEZEREA management personnel of the Group or
=

\
/

(v) BEALTAGHKGV)IAFT
MATZERBE

its parent;

(v) the party is a close member of the family

of any individual referred to in (i) or (iv);
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Related parties (cont’d)

(vi) the party is an entity that is controlled,

jointly controlled or significantly
influenced by or for which significant
voting power in such entity resides with,
directly or indirectly, any individual
referred to in (iv) or (v); or

(vii) the party is a post-employment benefit plan

for the benefit of employees of the Group,

or of any entity that is a related party of

the Group.

Segment reporting

A segment is a distinguishable component of
the Group that is engaged either in providing
products or services (business segment), or in
providing products or services within a
particular economic environment (geographical
segment), which is subject to risks and rewards

that are different from those of other segments.

In accordance with the Group’s internal
financial reporting system, the Group has
chosen business segment information as the
primary reporting format and geographical
segment information as the secondary reporting
format for the purposes of these financial

statements.
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3. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(t)

(u)

Segment reporting (cont’d)

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to
a segment as well as those that can be allocated
on a reasonable basis to that segment. For
example, segment assets may include property,
plant and equipment, investment properties,
receivables and operating cash. Segment
revenue, expenses, assets and liabilities are
determined before intra-group balances and
intra-group transactions are eliminated as part
of the consolidated process, except to the extent
that such intra-group balances and transactions
are between group entities within a single
segment. Inter-segment pricing are principally

on a cost basis.

Segment capital expenditure is the total cost
incurred during the year to acquire segment
assets that are expected to be used for more

than one period.

Unallocated items mainly comprise financial

and corporate assets, interest-bearing
borrowings, borrowings, tax balances, corporate

and financing expenses.

Future changes in HKFRS

At the date of authorisation of these financial
statements, the HKICPA has issued a number
of new/revised HKFRS that are not yet effective
and the Group has not early adopted. The
directors anticipate that the adoption of these
new/ revised HKFRS in the future accounting
periods will have no significant impact on the

result of the Group.
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

As disclosed in the 2005 financial statements, the
Group has early adopted HKAS 40 “Investment
property” and HKAS-Int — 21 “Income taxes —
Recovery of revalued non-depreciable assets”. The
effect of the adoption of these HKFRS has been

disclosed in the 2005 financial statements.

In this year, the Group adopted all the remaining
new/revised HKFRS issued by the HKICPA, which
are generally effective for accounting periods
beginning on or after 1 January 2005. The
comparatives have been amended as required, in
accordance with the relevant requirements. The
major effects on the changes in accounting policies

are summarised below:

(@) HKAS 24 Related party disclosure

HKAS 24 has affected the identification of
related parties and some other related party
disclosures, in particular removing most of the
exemptions that previously allowed. The
adoption of HKAS 24 has not resulted in
material changes to the previously reported
disclosures of related party transactions nor has
it had any material effect on the disclosure

made in the current year.
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4. ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (cont’d)

(b) HKAS 32 Financial instruments: Disclosure
and presentation and HKAS 39 Financial

instruments: Recognition and measurement

The adoption of HKAS 32 and HKAS 39 has
resulted in change in accounting policy for
recognition, measurement, derecognition and
disclosure of financial instruments. Until 30
June 2005, the Group classified its investments
as investment securities and stated at cost less
provision for impairment losses that is expected

to be other than temporary.

In accordance with the provisions of HKAS 39,
the financial instruments have been classified
into financial assets at fair value through profit
or loss, loans and receivables, held-to-maturity
investments and available-for-sale financial
assets. Upon the adoption of HKAS 32 and
HKAS 39, the Group re-designated its
investment securities as available-for-sale
financial assets. The changes in accounting
policy has no effect on the previously reported

retained profits and net assets.
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LIEFTNEEMHE 4. ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (cont’d)
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HKFRS 3 Business combinations

The adoption of HKFRS 3 results in a change
in the accounting policy for business
combinations on a prospective basis. In
previous periods, negative goodwill arising from
acquisition of subsidiaries was credited to the
negative goodwill reserve in the year of

acquisition.

In accordance with the provisions of HKFRS 3,
for business combination agreement dated on
or after 1 January 2005, the excess of the
Group’s interests in the net fair value of
acquiree’s identified assets, liabilities and
contingent liabilities over the cost of business
combination, previously classified as “negative

|//

goodwill” is recognised immediately in the

income statement. In accordance with the
transitional provisions of HKFRS 3, previously
recognised negative goodwill is derecognised
by means of an opening balance adjustment to
retained earnings at the beginning of the current

year.

Upon the adoption of HKFRS 3,

recognised a transfer within equity by the

the Group

transfer of the negative goodwill reserve of
HK$240,000 as at 1 July 2005 to opening
retained profits for the year, without restating

comparatives.



EANSHEERAEH 5. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS
et RAETDIFEEITE - WE Estimates and judgements are currently evaluated
RBELRMEMAZ - 2FER and are based on historical experience and other
RIBEATHEREGEZENRARSE factors including expectations of future events that
- BREHNTBRRANER are believed to be reasonable under the
Sh - TXBEERAMEZRERERT circumstances. Apart from information disclosed
FEEEMBEREAERIFHERXN elsewhere in these financial statements, the following
B2 RETARER - summarise the estimates and assumptions that have
a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities
within next financial year.
REYFETA Valuation of investment properties
KREMENEHERZEEERAS The valuation of investment properties requires
TREMEBEFREZEEZERE management’s input of various assumptions and
E o AEBERESFHHRBELGERM factors relevant to the valuation. The Group conducts
KIBA L BRBREIREYMFRETHE annual revaluation of its investment properties by
M 5% 5 R 2R IF R (i (B AT 15 (B A independent professionally qualified valuers based
A= ° on these assumptions agreed with the valuers prior
to adoption.
= 6. TURNOVER
—EERF ZTTOF
2006 2005
FiET TET
HK$’000 HK$'000
ERAER WG Turnover and revenue
TEREME Gross proceeds from sale of
U A investment properties - 80,160
HEEKA Gross rental income 27,224 18,579
MEEBRKA Estate management income 2,341 1,868
B A Interest income 324 440
29,889 101,047
ANNUAL REPORT 2006 £ 79
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H f g A 7. OTHER INCOME
—2ERE ZFTTHF
2006 2005
FET FET
HK$’000 HK$’000
REBR AR FEF Excess of Group'’s interest
2 5 B AR B in fair value of acquiree’s
2 B8 (P 5E32) net assets over cost (note 32) 93,483 -
MIEUA Sundry income 807 1,524
94,290 1,524
7 8B & 8. SEGMENT INFORMATION
DEBE R AR E 2 Z 5 MR o Segment information is presented in respect of the
25 - AREBK D BERBRIE Group’s business and geographical segments.

37
AREEANEI B RS - B HEOR
REBRELR o

+
+

THOHBEHZLBHFEEFR

NEHDBANGEARF 2 RET
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Business segment information is chosen as the
primary reporting format because this is more

relevant to the Group’s internal financial reporting.

Certain comparative figures for segment information
have been restated and reclassified to conform with
current year’s presentation. In the opinion of the
Company’s directors, such classifications provide a
more appropriate presentation of the Group’s

business segment.



8.

DEER (&)
FTEREERX —ZHEZHKD I
REBEATHEBRXB D EBAMX
ex% Turnover
HREF Mg Revenue from

o external customers
AR W Inter-segment revenue
PRERE Segment turnover
i3 Segment results
ADEEERA Unallocated operating

Rx it income and expenses
BBER Finance costs
BB AR Profit hefore taxation
] Taxation
AEERT Profit for the year
gE Assets
AEE Segment assets
AREHERRE Investments in jointly

; controlled entity

ADREE Unallocated assets
BERE Total assets
8f Liabilities
AR Segment liabilities
ANEER Unallocated liabilities
fERE Total liabilities
HftEH Other information
EMERRX Capital expenditure
ERiE Depreciation
RENZAREE Change in fair value of

ZEY investment properties
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8. SEGMENT INFORMATION (cont’d)
Primary reporting format — Business segments
The Group is organised into the following main
business segments:
BEHE  WEEE  NXEER Ht  2ERE A5H
Property Property Estate Inter-segment
sales rental management Others elimination Group
Z2RRE ZRERE ZERAE ZBEIAE ZRIAE ZTEAE
W W06 06 206 6200
TEn T T TEx TER TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
- 27,224 2,341 324 - 29,889
- 1,926 10,897 69,677 (82,500 -
- 29,150 13,238 70,001 (82,500) 29,889
- 71,615 2,081 323 - 74,019
83,609
(26,660)
130,968
(10,000)
120,968
881,258 2,748,404 294 3,634 3,633,590
1
1,665
3,635,256
213,282 1,187,049 87 - 1,400,418
585,948
1,986,366
- 42,349 - - 42,349
- 671 - - 671
- 55,567 - - 55,567
ANNUAL REPORT 2006 F£#/8]
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8. ZEER (&) 8. SEGMENT INFORMATION (cont’d)
FTEREERX - REBD I () Primary reporting format — Business segments
(cont’d)
WELE  pEHEE  DEEE B HEn# A%E
Property Property Estate Inter segment
sales rental management Others elimination Group
“22hf C"%TRf _"BRIF _—BRLF _TTRF _TEIF
2005 2005 2005 2005 2005 2005

TETL THETL THETL TR TR TR
HK$'000  HK§'000  HK$'000  HK$'000  HK$'000  HK§'000
(&) (E51) (E51) (E51) (&5) (&5)

(restated) (restated) (restated) (restated) (restated) (restated)

EXE Turnover
HRE P Revenue from

\ ) external customers 80,160 18,579 1,868 440 - 101,047
AR g Inter-segment revenue - 1,926 12,24 12,020 (26,170) -
PHEXE Segment turnover 80,160 20,505 14,092 12,460 (26,170) 101,047
ik E S | Segment results 6,067 474,854 1,200 440 - 482,561
APREERA Unallocated operating

R it income and expenses (7,307)
YBBR Finance costs (21,282)
B AR A Profit before taxation 453,972
TE Taxation (80,678)
AEERT Profit for the year 373,294
BE Assets
ﬁﬁﬁ'ﬁﬁﬁ Segment assets 349,698 2,046,553 495 5,648 2,402,394
AFEHER Investments in jointly

BE controlled entity 1
APEEE Unallocated assets 950
EERT Total assets 2,403,345
8f Liabilities
AHaE Segment liabilities 40,691 470,761 132 - 511,584
AARERE Unallocated liabilities 368,114
AEER Total liabilities 879,698
HigEH Other information
ﬁW'ﬁﬁﬁﬂi Capital expenditure - 28,924 - - 28,924
ERiE Depreciation = 603 = = 603
RENZLNAER Change in fair value of

LEY investment properties - 463,801 - - 463,801

82/ANNUAL REPORT 2006 &
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8. SEGMENT INFORMATION (cont’d)

Secondary reporting format — Geographical

pa:il

Hong Kong
PRC
Malaysia

Macau

Hong Kong
PRC
Malaysia

Macau

segments
SR EF U R BEEMRE =N
Revenue from Total Capital
external customers assets  expenditure
—EERE ZE2ERE Z2ERE
2006 2006 2006
TET TET TET
HK$’000 HK$’000 HK$’000
27,760 2,128,015 22,470
- 223,019 -
2,129 193,027 42
- 1,091,195 19,837
29,889 3,635,256 42,349
SR P U 2 BEME BARFX
Revenue from Total Capital
external customers assets expenditure
—EFRF _—_FTTHRF _—FTFTAF
2005 2005 2005
TATT TAET TAET
HK$’000 HK$’000 HK$’000
62,272 2,025,295 27,510
= 192,441 15
38,775 185,609 1,399
101,047 2,403,345 28,924
ANNUAL REPORT 2006 F£#/83



CHEUK NANG (HOLDINGS) LIMITED =4 ( £ @ ) 5 |R 2 &

B

Ww &k M

NoTEs TO THE FINANCIAL STATEMENTS

HE-_ZZXNFNA=+HIFE FOR THE YEAR ENDED 30 JUNE 2006

9. KRF AR

(a)

S84 ANNUAL

9. PROFIT BEFORE TAXATION

MKER (a) Finance costs
ZERERF _—ZTTRF
2006 2005
FET FET
HK$’000 HK$’000
RITERREX Interest on bank loans and
MEEARAFEA overdrafts wholly repayable
2EEE within five years 47,289 7,538
BHERTBK Interest on advances from
M B (KfaE33(a)) a related company (note 33(a)) 7,916 18,741
EERNRZAE Interest on advances from
(B7a%33(b)) a director (note 33(b)) 17,853 =
HiwEEER Other incidental borrowings costs 1,151 118
RIEEBA Total borrowing costs 74,209 26,397
W BEEREPYE  Less: Borrowing costs capitalised
ZIEEER into properties under
(Kt at) development (Note) (47,549) (5,115)
26,660 21,282
Hat . BERPUENEBEER Note: For properties under development, the
EAF E4.4%E9.8% borrowing costs have been capitalised at a
=N A rate of 4.4% — 9.8% per annum.
RerpoRrRT 2006 F
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9. BEAIRFN (&) 9. PROFIT BEFORE TAXATION (cont’d)
(b) HfER (b) Other items

BEF AR T5IERB & - This is stated after crediting and charging the

—EERF —_ZTTLF
2006 2005
FTET FET
HK$’000 HK$'000
(E31)
(restated)
EIION Crediting
M WA B i Rental income from
REWME  BRE Investment properties, net of
£ 11,055,000 7T outgoings of HK$11,055,000
—EERF (2005: HK$7,818,000)
7,818,000/ 7r) 16,002 10,582
Himzx - 2RE Other properties, net of
X tH122,000% 7T outgoings of HK$122,000
—FFRF: (2005: HK$124,000)
124,000/ 7T) 45 55
Y 3] 322 B Recovery of bad debts provision 99 49
HBW R Net exchange gain 72 471
0 BR Charging
BEINKN(RREES Staff costs (include directors’
Me) emoluments)
e IERHM Salaries, wages and other
18 7 benefits 4,687 5,320
EBIRINB AN 2 Contributions to defined
GEA contribution plans 140 145
BRI 2 Auditors’ remuneration
REFE Current year 165 274
EF DR Underprovision in prior year 160 =
rE Depreciation 671 603
HEREWMEKAR Cost of investment properties sold - 74,092
ANNUAL REPORT 2006 F3#|85
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10. EERSREEBAEME 10. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

(a) EEM = (a) Directors’ emoluments
RAFEFD W ER Z € The aggregate amounts of emoluments received
BEWT or receivable by the directors of the Company

are as follows:

§e 28 RIK ZEBERE
EERS RENAEG AR ok
Salaries,

allowances Retirement

Directors’  and benefits scheme 2006
fees in kind  contribution Total
Wtat TET TET TET TERT
Note HK$'000 HK$'000 HK$'000 HK$'000
HITEE ©  Executive directors:
ALy Chao Sze-Tsung Cecil - 1,481 - 1,481
i %25 Ho Sau-Fun Connie - 430 12 442
HIR Yung Philip (a) - 278 10 288
Fag Lee Ying-Kit (b) - - - -
B AT Independent non-
E%: executive directors:
A Hung Terence John 20 - - 20
RERI Leung Wing-Kong Joseph 20 - - 20
MK B Lam Ka-Wai Graham 48 - - 48
88 2,189 22 2,299

86/ANNUAL REPORT 2006 &
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BTES Executive directors:
B g Chao Sze-Tsung Cecil
Bk B Tang Wing-Hong
%% Ho Sau-Fun Connie
FHRM Lee Ying-Kit
BT Independent non-
Bx executive directors:
oK Wu Wing-Kit
1 3L Tse Lap-Chung
HAE Hung Terence John
AL Leung Wing-Kong Joseph
MK Lam Ka-Wai Graham
Kt -

@ ZER-_ZFZTHAFHLANAB -

(b) BBR_ZFTZTRAFHLANA -

R-FTRFR-FEAFAA=
+BpEEFHERDRMS -

10. EERSREEAEME (&) 10. DIRECTORS” AND SENIOR

MANAGEMENT’S EMOLUMENTS

(cont’d)
Fo o 2R BIK —ZTHE
EEHRE REDNEG ATEIg S ok
Salaries,
allowances Retirement
Directors’  and benefits scheme 2005
fees in kind  contribution Total
THET TET TET TAT
HK$'000 HK$'000 HK$'000 HK$'000
(Z3)) (E5) (E3) (E5)
(restated) (restated) (restated) (restated)
- 1,037 - 1,037
- 606 8 614
- 395 12 407
- 247 11 258
5 - - 5
5 - - 5
15 - - 15
15 - - 15
37 - - 37
77 2,285 31 2,393
Notes:

(a)

(b)

Appointed on 8 September 2005.

Resigned on 8 September 2005.

No directors have waived emoluments in respect of

the years ended 30 June 2006 and 2005.

ANNuUAL REPORT
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10. EERSGREEAEMME (&) 10. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

(b) ZEFMzENET

FREBEAEBAFRUK
SHMALTR IR (ZFE
AF ) EFEZMEWE
RERFE EX 252 DHTA - 84
T=U (ZFEZFAF :
BIZEXNMEFFIBNOT -

e REREY
Rl

RIRET B R

B < 2 48 7
B

B < 48 5

0— 1,000,000 7T

88/ANNUAL REPORT 2006 &E#

—fz)

(cont’d)

(b) Five highest paid employees

Salaries, allowances
and benefits in kind

Retirement scheme contributions

The emoluments fell within

the following band:

Emoluments band

Nil to HK$1,000,000

The five individuals whose emoluments were
the highest in the Group for the year include
two directors (2005: four) whose emoluments
are reflected in the analysis presented above.
Details of the emoluments of the remaining

three individuals (2005: one) are as follows:

—E2EERFE ZZTZTRF
2006 2005
THET FETT
HK$’000 HK$’000
648 254
33 12
681 266

AE
Number of individuals
—EERE —EERF
2006 2005
3 1
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11. Fi18

A AN 2 [ FF 0 £ R AR B A
HuL I |IELFAMNGHERE -

11. TAXATION

Hong Kong Profits Tax has not been provided for
the year as the Group has no assessable profit for

the year.

RBINEEMSZANEHEBIR
BEAZ AT RRTRMIZE QR
EERERZHERRIEBRITEA
- 2EREMNMmETHE -

The income tax provision in respect of operations
in overseas is calculated at the applicable tax rates
on the estimated assessable profits for the year based
on the existing legislation, interpretations and
practices in respect thereof.

EHFEAWERPTXHOTRA The amount of taxation charged to the consolidated

income statement represents:

—EBERE —TTRF
2006 2005
FET FET
HK$’000 HK$’000
REERIA Current tax
HERMESH Hong Kong Profits Tax - -
NS B Overseas Profits Tax
— RFREH — Current year 2,129 25
—NEFEBR — Overprovision in prior year
g - (6)
2,129 19
EIET IR (K a£28) Deferred taxation (note 28)
ERE=REESE Origination of temporary
differences 7,871 80,659
REFZRIAX H 4258 Total tax charge for the year 10,000 80,678
ANNUAL REPORT 2006 F£#/89
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1. BLIE (&)

12.

90 /ANNuUAL REPORT 2006 &E#

BIA S H 2 # iR

BR ¢ B34 71

BERBTE17.5%
(ZFFRF 17.5%):t 8

AAHIR 2 %

BARBTUEA

BINREZER 2B

AEERZ BB EE
ERAERK IR 2
BB ER
EFELH
AERZ R EZ 8
Hit
AFEREAX

RNRBRREGEF

RATREREMEER DT ARRQT]
B TR R AN A E 112,820,000 T
(ZZFEZEAF : 156,156,000/

L) °

11. TAXATION (cont’d)

Reconciliation of tax expense

Profit before taxation

Income tax at applicable tax rate

of 17.5% (2005: 17.5%)
Non-deductible expenses
Tax exempt revenue
Effect of overseas tax rates

differences
Unrecognised tax losses
Utilisation of previously

unrecognised tax losses
Overprovision in prior year
Unrecognised temporary
differences
Others

Tax expense for the year

—EEREF “EERF
2006 2005
TET FHET
HK$’000 HK$'000
130,968 453,972
22,919 79,445
4,242 2,393
(12,378) (595)
(4,953) 77
1,328 387
(650) (1,023)

- (6)

(501) -

(7) -
10,000 80,678

12. PROFIT ATTRIBUTABLE TO EQUITY

HOLDERS OF THE COMPANY

The profit attributable to equity holders of the

Company is dealt with in the financial statements of

the Company to the extent of loss of amounted to

HK$12,820,000 (2005: loss of HK$6,156,000).



13. B2

IR B & B4 57

IF - 3EM)

Bk 2 RS ER
1780 (ZFFRF :
158 1M) (K at)

— ==

FA -

AEZRBEBRE R
TERNFZ2PHREBEAABRKE
HERER - WREBCERRER
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13. DIVIDENDS

—EEARFE —ZTETRF
2006 2005
FET FHET
HK$’000 HK$’000
Interim dividend of HK4.5 cents
(2005: HK3 cents) per share 3,420 2,182
Proposed final dividend of
HK17 cents (2005: HK15 cents)
per share (Note) 14,915 10,977
18,335 13,159

During the year, scrip dividend alternative was
offered to shareholders in respect of the 2005 final
dividend and 2006 interim dividends. This

W alternative was accepted by the shareholders as
follows:

—EEXRE ZTTERF
2006 2005
FET TET
HK$’000 HK$’000

A% B Dividends
e Cash 1,567 434
AR B Share alternative 12,830 1,748
14,397 2,182
Mat: EFERFEERREZRREC Note: A final dividend in respect of 2006 of HK17 cents

TERNFERARBGR17E
W ZFEFAF - 1558M) 4
2 4914,915,00006 C (ZFZE
AF 10,977,000 ) ° #}
IR 2 A& B R A B 75 R 2k N T
RAREMKE  BE2EHE=—
TETELFRNAZ=ZTHLEFEZ
RBB & A AR g o

(2005: HK15 cents) per share amounting to
HK$14,915,000 (2005:
HK$10,977,000) have been proposed by the board

approximately

of directors after the balance sheet date. The
proposed dividend is not reflected as dividend
payable in the balance sheet, but will be reflected
as an appropriation of retained profits in the year

ending 30 June 2007.
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14. 8IRER

15.

92 ANNUAL

BRAENTIRAFEE 2 RREE R
120,968,000 7T (ZEZFAF :
373,294,000;8 L) RN AFEAL
1T 2 INFEF398174,765,404
B (ZZFEZFAF : 72,790,0808%) T
FrE

EmEEEFE AR EHED %
TRABEESER ZEBR - 8K
B2IEHREFREN -

14. EARNINGS PER SHARE

The calculation of basic earnings per share is based
on the profit attributable to equity holders of the
HK$120,968,000 (2005:
HK$373,294,000) and the weighted average number
of 74,765,404 shares (2005: 72,790,080 shares) in

issue during the year.

Company of

Diluted earnings per share has not been presented
because there was no potential dilutive share in issue

as at both balance sheet dates.

REY= 15. INVESTMENT PROPERTIES
AEHE
The Group
ZEEAREFE _—_TTIHF
2006 2005
FET FET
HK$’000 HK$'000
BAREE At fair value
4 7] At beginning of year 2,027,540 1,609,150
BN —mERFE G Additions — acquisitions through
B (MF5E32) business combination (note 32) 1,050,000 =
¥ hn—BE 1R XX Additions — subsequent
expenditure 41,687 28,339
EFERFTEME Reclassify as properties for sale (473,413) —
mMRAEEHE Transfer from properties
STEYERT for sale upon change of use 40,191 -
& Disposals - (73,750)
N BEENRE Change in fair value 55,567 463,801
R&EEH At balance sheet date 2,741,572 2,027,540

2006 FH

REPORT




15. REWE (&)

AEEREMZETIRE AT HEA R
E

CHEUK NANG (HOLDINGS) LIMITED = & ( £ ) 5 R 2 =

M o W o x M =

NoTeEs TO THE FINANCIAL STATEMENTS

HE-_ZZT A NFNAB=+HIFE FOR THE YEAR ENDED 30 JUNE 2006

. INVESTMENT PROPERTIES (cont’d)

Investment properties of the Group are held under

the following lease terms:

rEH
The Group
ZBENE ZTTREF
2006 2005
FHE T FH&ET
HK$’000 HK$’000
UREBEREZ LM : Land in Hong Kong:

RHELD Long lease 1,762,347 1,687,000
AR A9 Medium-term lease 170,500 167,500

URBEBRINZ LHb Land outside Hong Kong:
KA FE Freehold 96,876 173,040
FERFE A9 Medium-term lease 711,849 -
2,741,572 2,027,540

REMEER -_TZTRFRA=T
BRIEMEEEKEERFERME
BERZDRBEBLEXEERMG
1B B 22 A 32 OBI 5HRD 1T B BR 2 &) )
Henry Butcher Malaysia Sdn. Bhd.
#EITEE -

RERN BEEXENEBEEEER
(BEBFEREWZE) /718,549,000/%8
T (ZEZFTAF : 3,770,000
T) FRBBFEBL.4%—9.8%
—EEREF 6.8%—7.55%) °

AEBRBEHE B AR A E &
2,734,572,000,%75 L?%gﬁfﬁ :
2,020,540,0008 ) 2 & TIREW
E¥CARNER - UERRTAER
ZRITEE (MFE37) °

Investment properties were revalued on 30 June 2006
on market value basis on their existing development
stage and usage by independent professional
qualified valuers, K.T. Liu Surveyors Limited and
Henry Butcher Malaysia Sdn Bhd.

Total borrowing costs capitalised for the year
included in investment properties amounted to
HK$18,549,000 (2005: HK$3,770,000). The effective
capitalisation rate for the projects during the year is
4.4%-9.8% per annum (2005: 6.8%—7.55%).

Certain investment properties of the Group with an
aggregate carrying value at the balance sheet date
of HK$2,734,572,000 (2005: HK$2,020,540,000) has
been pledged to secure banking facilities granted to
the Group (note 37).
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16. W13 ~ R NRE 16. PROPERTY, PLANT AND EQUIPMENT
NEEF The Group

R~ K&

EEFEERE AEREHG g
Furniture,
fittings Motor
and office vehicles and
equipment  accessories Total
FHET FH&ET FHET
HK$’000 HK$’000 HK$’000
BREE AR Reconciliation of
—HEZZZTHEHF carrying amount
ANA=T1H - year ended
30 June 2005
R E A At beginning of year 3,047 13 3,060
2 0 Additions 398 187 585
& Disposals (162) - (162)
e Depreciation (567) (36) (603)
REEER At balance sheet date 2,716 164 2,880
BREEH R Reconciliation of
—BEZEZEEARF carrying amount
ANAB=1H - year ended
30 June 2006
R E 7 At beginning of year 2,716 164 2,880
2 hn Additions 553 109 662
& Disposals - (2) (2)
e Depreciation (600) (71) (671)
NEEHR At balance sheet date 2,669 200 2,869
R-ZZREF At 1 July 2005
tHA—H
DN Cost 6,521 231 6,752
REtITE Accumulated
depreciation (3,805) (67) (3,872)
2,716 164 2,880
R-ZEBEZEXEF At 30 June 2006
NA=TH
DN Cost 7,074 322 7,396
REtITE Accumulated
depreciation (4,405) (122) (4,527)
2,669 200 2,869
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17. 82 EARE 17. INTEREST IN JOINT VENTURES
(a) HEEHER (a) Jointly controlled entity
rEHE
The Group
—EFERF ZTTOF
2006 2005
FiExT TET
HK$’000 HK$’000
JE LA » AKX A{E  Unlisted shares, at cost 1 1
I EERE Share of net assets 1 1
ERiigo v
W REE FTEXEK FribEm B o9 =
Place of
=L incorporation/ Principal Percentage of
Name operation activities interest in ownership
SREE — KT R HB MEERRY 51%
MEEBRRRA
(T=ges®—KF1)
Cheuk Nang FPDSavills Hong Kong Property 51%
Property Management management
Limited (“Cheuk Nang services
FPDSavills”)
ZHAEHERA —EFGE The jointly controlled entity is under the
fl - MZESGVARLBRE management of a board of directors, where the
MEEE HPARMEZESEHA board shall at all times comprise 4 directors, of
SEEF - -BUEFIENIR whom 2 directors are appointed by the Group.
BEMAR - AEERFAEAHZ The powers and duties of each director shall
A+2RERE - be identical in every respect. The Group has a

50% interest in voting power.
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17. G2 EERE (&)

(a)

(b)

O6 ANNUAL

HEZESH B (&
ERESTREGRELEFE —K
TiREMEESE R EMERR
%5 P 2885 — KT ATHRER
ZWWAEKIBATIR M Z RIGE
NFEEEr  MABERE
— K2 & AKIRER L%
5o FRARRIERIEEETRE
Wik 1e 2w Fs B 1B o WE B
BRF-AFBE_ZZTF
NA=ZTHEFEZFRAR
OB T (ZFEZFEAF : 0¥
JT) °

HEEHEE

R—AA=F=A=+H " &
SEE-BYE=FEKD
& HEEgRZR-EEER
BEEBEFRBRRERIEEZY
% o RBMHBRGR  ~A&KH
HEEBHEo LA LLIRER
FRXORWAZBS 20+
tHEMAOZE T TR

)

B

2006 FH

REPORT

17. INTEREST IN JOINT VENTURES (cont’d)

(a)

(b)

Jointly controlled entity (cont’d)

It has been agreed between the joint venture
property
management and other related services on
behalf of Cheuk Nang FPDSavills. All income
earned by Cheuk Nang FPDSavills is reimbursed

partners that they will render

to the joint venture partners in accordance with
services rendered by them and all expenses
incurred by Cheuk Nang FPDSavills are borne
by the joint venture partners according to their
shareholding ratio. Consequently, there is no
post acquisition profits or losses for the jointly
controlled entity. Net income received from
Cheuk Nang FPDSavills for the year ended 30
June 2006 amounted to HK$Nil (2005: HK$Nil).

Jointly controlled asset

On 30 March 1993, the Group entered into an
agreement with an independent third party to
jointly redevelop a property known as South
View Garden, located at Aberdeen, Hong Kong.
In accordance with the terms of the agreement,
the expenses incurred for and the income
arising from the redevelopment are to be shared
between the Group and its joint venture partner

in the proportion of 47.5: 52.5.
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17. & EBERE (&) 17. INTEREST IN JOINT VENTURES (cont’d)

(b) HRAEHEE (&)
AEEBELALER 2 EE
(BERGAEWERF IR o

(b) Jointly controlled asset (cont’d)

The Group’s share of the results of the joint

venture which is included in the consolidated

™ income statement is as follow:
—EBEERE ZZZEERF
2006 2005
FET FAETT
HK$’000 HK$'000
o Turnover — _
KEEEIE Loss for the year (68) (60)

AEBRHBEELHBEENRE

The Group’s interests in the assets and liabilities

BERERGEEREBERTS

fRan R

Current assets

Current liabilities

Net current assets

of the joint venture which are included in the

consolidated balance sheet are as follows:

—EERFE ZZETTRF
2006 2005
FET FAET
HK$’000 HK$’000
4,084 3,925
(793) (595)
3,291 3,330
ANNUAL REPORT 2006 F£#/97
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FEM

i

Unlisted equity

LS 55
B AME
RATRE

8 P& 75
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securities
Cost
Accumulated

impairment losses

Club debenture

2006 FH

FXA=+A8I1-%E FOR THE YEAR ENDED 30 JUNE 2006

18. INVESTMENT SECURITIES

AEHE ARAF

The Group The Company
ZEERX —_ZTTRF —EER —_ZTZLF
2006 2005 2006 2005
TERT THET TER TET
HK$’000 HK$’000 HK$’000 HK$’000
- 15,541 - 15,541
- (15,541) - (15,541)
- 950 - _
- 950 - -




10. AIEHEEMEE

JEETMARRE  Unlisted equity

& 7 securities

ERAE Cost

it Accumulated
HEE B impairment losses

FEMEERSFREEETRM S
BISWME - BUZK AR REHR
BEEERIE BRNESEAAREE
HEIEEZRK  REEMAFTHBE
REEREHETE  NEBESEET
HAREE-
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19. AVAILABLE-FOR-SALE FINANCIAL
ASSETS

A& VNN

The Group The Company
—EBARF —ETRF ZEEAREF —ETRF
2006 2005 2006 2005
TR TET TiERT TR
HK$’000 HK$’000 HK$’000 HK$'000
15,541 - 15,541 -
(15,541) - (15,541) -

The unlisted equity investments is not stated at fair
value but at cost less any accumulated impairment
losses because they do not have a quoted market
price in an active market. The fair value cannot be
measured reliably as the range of reasonable fair
value estimates is significant and the probabilities

of various estimates cannot be reasonably assessed.
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20. RIBER 20. MORTGAGE LOANS
AEH
The Group
- —EFRF
2006 2005
FET TETT
HK$’000 HK$’000
BEH/EXK Mortgage loans 2,823 2,959
AR Provision for doubtful debts (2,161) (2,229)
662 730
i 25T AE W Portion included in
B 5 RN EAM trade and other
JE WS BR TR A receivables (85) (86)
SER B B 1D Non-current portion 577 644
LHIERBERBEER RRE TR The mortgage loans are secured and interest-bearing
BENEINFERNFE0%E3.5%:TH at 0% to 3.5% per annum above the Hong Kong
ME - RBERERAER - dollar prime rate. The mortgage loans are repayable

by monthly instalments.
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21. INTEREST IN SUBSIDIARIES

Unlisted shares, at cost

Impairment loss

Due from subsidiaries

Provision for doubtful debts

Due to subsidiaries

ZANYNE|
The Company

ZEEARFE _—_TTIHF
2006 2005
FTiExT TET
HK$’000 HK$'000
258,841 258,841
(14,660) (14,660)
244,181 244,181
1,596,785 892,355
(122,131) (122,131)
1,474,654 770,224
(825,183) (198,463)
893,652 815,942

JE Wz, FE A< B /BB A B SR IB T 4 4K 4
LEBETERPEERTITENEE
AR+ EARNEER  EBUHEA
AIRIERENMBRARRES A
1,339,773,0008 T (ZEZFAF :
639,940,000/% 7T) }% 668,286,000
BT (ZFEEFEAF © 41,642,000/
) BB RE - Wik F R X
0.5%ZFE 2%t & o i H fth fE UL FE
NRIBHEE - FIBZREEEE
NAREBEEHESE -

The amounts due from/to subsidiaries are unsecured
and have no fixed term of repayment but repayment
is not expected to be within twelve months from
the balance sheet date. Included in the amounts
due from and to subsidiaries are amounts totalling
HK$1,339,773,000 (2005: HK$639,940,000) and
HK$668,286,000 (2005: HK$41,642,000)
respectively which are interest-bearing at 0.5% to
2% per annum. Other amounts due from/to
subsidiaries are interest-free. The carrying amounts

of the amounts due approximate their fair values.
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RZBEXRFANA=1TRH T2

BARZEHMT :

=
|
>
al

Subsidiaries

AHEREBER AT
Bongi Development
Limited

EENFERARAA

Cheuk Nang Property
Management Company
Limited

AXMEREEREERRA

Dun Man Secretarial and
Management Services
Limited

BEREERAA"
Golden Scheme Investment
Limited*

REREARDA

Green View Investment
Limited

Lo & Son Land Investment
Company Limited*

REPORT

H3LI e b
LR

Place of
incorporation
or

registration/
operation

Hong Kong

aE
Hong Kong

BE
Hong Kong

Hong Kong

Hong Kong

B

Hong Kong

2006 FH

INTEREST IN SUBSIDIARIES (cont’d)

The following is a list of the major subsidiaries as at

30 June 2006:

ERITRAEN/
KA
Particulars

of issued

ordinary

share capital/
registered capital

2RERIETT
2 HK$1 shares

W ERIE T
2 HK$1 shares

2RBRI10E T
2 HK$10 shares

2 ERIBT
2 HK$1 shares

2RERIETT
2 HK$1 shares

3,0000% & f%
10078 7T

3,000

HK$100 shares

BRZRELA

Proportion of
ownership interest
BE A
Directly Indirectly
100% =
100% =

100%
100% =

100%
100% =

100%
100% -

100% -
100% =

- 100%

- 100%

Principal

activities

WEERE
Property
trading

NEER
Property
management

services

WEREBRRS
Provision of
secretarial and
management

services

HERA
Property

investment

BBER
Mortgage
lending

WERERER

Property

investment

and development
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21. B Bl 2w (& 21. INTEREST IN SUBSIDIARIES (cont’d)

AR vEsE,/  BROREAER/

MELE cEmE AfRAE BREZRELH FREH
Place of Particulars
incorporation of issued
or ordinary
registration/ share capital/ Proportion of Principal
Subsidiaries operation registered capital ~ ownership interest activities
BE &
Directly  Indirectly
Martego Sdn Bhd** HRA 5,000,000% - 100% WERERER
BRAMTH
Martego Sdn Bhd* Malaysia 5,000,000 - 100% Property
RM1 shares investment
and development
BIBRRBRAA BE 10,0005 &8 100% - BERE
187
New Grow Development Hong Kong 10,000 100% = Property
Limited HK$1 shares investment
Power Tripod Limited* % 10000 FR1ET - 100% WEERREE
Power Tripod Limited? Hong Kong 10,000 - 100% Property
HK$1 shares development
and trading
ERERBRAF! BA ARERIET  100% - WERE
Power Wide Development Hong Kong 2 HK$1 shares  100% = Property
Limited* investment
EEEWEME (RY)BERAA i 30,000,000 A & # - 100% WEREREE
EEFHERE (RI)BRAAM PRC RMB30,000,000 - 100% Property
investment
and trading

ANNUAL REPORT 2006 #3103
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21. INTEREST IN SUBSIDIARIES (cont’d)

104 ANNUAL

G AR

W& LenE

Place of

incorporation

or

registration/

Subsidiaries operation

KEREARDA" BE

Success Well Investment Hong Kong
Limited*

BAERAER DA BE

Yorkshon Development Hong Kong
Limited*

B (EM BERAE BB

Top Regent (Asia) Hong Kong
Limited

REER  EERAREAFEL
EEEEREENEENEAT
BEBRERA - I EERAT
HE B A 2 B e A R
BRITE

Hiat -

i MEBAR 2 REEEM FIRITIE
RIBITHAAEBEEERZEMH
HH (MF3E37) -

# B ARIFREN M SESS
MEBMaaEEZ -

REPORT

2006 FH

BERTRAEH/
AfRAE EEZRELH IREH
Particulars
of issued
ordinary
share capital/ Proportion of Principal
registered capital  ownership interest activities
HE Bk
Directly Indirectly
ARBHRIET - 100% WERE
2 HK$1 shares - 100% Property
investment
ARBHRIET - 100% WERERER
2 HK$1 shares - 100% Property
investment and
development
100 & 8178 T - 99% WEREARER
100 HK$1 share - 99% Property

investment and

development

The above table lists the major subsidiaries of the
Company at the balance sheet date, which in the
opinion of the directors, principally affected the
results or assets of the Group. To give details of
other subsidiaries would, in the opinion of the

directors, result in particulars of excessive length.

Note:

# Shares of these subsidiaries have been pledged to
banks as security for bank loan facilities granted to
the Group (Note 37).

#  Subsidiary not audited by Moores Rowland Mazars.
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22. PROPERTIES FOR SALE

AEH

The Group
ZEERE —TTRHF
2006 2005
FiET FET
HK$’000 HK$'000
ERTYE Properties under development 781,900 347,152
[EREIDEY/E Completed properties 97,103 2,506
879,003 349,658

RERAN - {EE & F29,000,0007% 7T
(ZZFEZEAF 1,345,000 7T)
RERPYWESR  BREER
4.4%—9.8% (ZEZFEAHEF : 5%) °

BHEZR —EHMA TR RER
CIHFEMERDERIERDEE -

g

AEERLEEBHBRERTEE
655,562,000 70 (= FEZF A F:
155,594,000/ 7C) 2 & TREEWMHE
ETHEAR  UERETASEZR
TR E (fsE37) o

Total borrowing costs capitalised for the year
included in properties under development amounted
to HK$29,000,000 (2005: HK$1,345,000) with
effective capitalisation rate of 4.4%-9.8% per annum
(2005: 5%).

Properties for sale which are expected to be
completed and realised after more than 1 year are
classified as non-current assets.

Properties for sale with carrying value at the balance
sheet date of HK$655,562,000 (2005:
HK$155,594,000) have been pledged to secure
banking facilities granted to the Group (note 37).

HiERBEE 23. OTHER NON-CURRENT ASSETS
AEE
The Group
—EERFE ZZTZTRF
2006 2005
TET FAT
HK$’000 HK$’000
@ R E 5 Club debenture 950 =

SATESFEAANERERBIER
BIIRR

Club debenture is stated at cost less accumulated

impairment losses.

ANNuUAL REPORT
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24. MARBEEIRKREWZIRE 24. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

ENEMEE

FIEER

REBLTESFKRE

25. RN E 5 R H b B U BR =X

FEWE S  Trade receivables

HinEUERF  Other receivables
BRARIEK  Prepayments

Be and deposits
HEUHERFR  Other receivables

106 /ANNUAL REPORT 2006 F#

Held for trading

Equity investment listed

in Hong Kong

REHE
The Group
ZEEAREFE _—_TTIHF
2006 2005
FiExT TET
HK$’000 HK$"000
461 -

25. TRADE AND OTHER RECEIVABLES

A& ARAF

The Group The Company
—EERE “2EIF - ki “EERF
2006 2005 2006 2005
FET TET TER TET
HK$’000 HK$'000 HK$'000 HK$’000
563 700 - -
2,127 1,160 1 1
2,263 4,559 - -
4,390 5,719 1 1
4,953 6,419 1 1
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25. EWEZRAKREMEWERI 25. TRADE AND OTHER RECEIVABLES

(&) (cont’d)

(a) EEWE SR (a) Trade Receivables
AEBEZEKRE SRR BEH The trade receivables of the Group represent
TWA - MEEBWARIKRS rental, management fee and current portion of
ERZmEED mortgage loan receivables and are on open

account terms.

R-ZZBEERFARA=1TH " E The ageing analysis of the trade receivables
WE SRR (2 Mk REERR (net of impairment for bad and doubtful debts)

BEEE) ZRESTAT : as of the balance sheet date is as follows:

rEH
The Group

ZEERE —ZTTRF
2006 2005
FET FET
HK$’000 HK$’000
DR 30K 0 — 30 days 324 435
31— 60K 31 - 60 days 101 53
61—90X 61 — 90 days 21 24
90K 2 k£ Over 90 days 117 188
563 700
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26. BHESERMAREMENER 26. TRADE AND OTHER PAYABLES
r& VNN
The Group The Company

ZEERE —TThEF ZEERE —TTHHF

2006 2005 2006 2005

Wit &t TER TET TER TR

Note HK$’000 HK$'000 HK$'000 HK$'000

BAEZER  Trade payables (a) 1,356 4,590 - -
HAEEfTBRF  Other payables

HERE Tenant deposits 8,827 5,587 - ~
HMERNET  Other payables

REFER and accruals 85,777 18,604 9,602 5,159

94,604 24,191 9,602 5,159

95,960 28,781 9,602 5,159

(a) BNESZKRM
REER  EBNEZHRRZ

(a) Trade Payables

The ageing analysis of the trade payables as of

BREEC O AT T ¢ the balance sheet date is as follows:
REE
The Group
ZEERF _—ZTEREHF
2006 2005
FET FHET
HK$’000 HK$’000
D30K 0 - 30 days 95 2
31— 60K 31 - 60 days 44 -
61—90XK 61 — 90 days 41 -
90K M Over 90 days 1,176 4,588
1,356 4,590
108/ ANNUAL REPORT 2006 F#
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27. EEEE 27. INTEREST-BEARING BORROWINGS
rEH
The Group

ZEEARFE _—TTEHF

2006 2005

FAT FAET

HK$’000 HK$’000

BB ZIRVRITER Bank loans, secured 1,184,454 358,377
DEARYBEZIBM Portion classified as

current liabilities (200,954) (32,999)

JE 7 B EB 19 Non-current portion 983,500 325,378

MITERZEHB T © The maturity of the above

bank borrowings is as follows:

MRk —FR Within one year or on demand 200,954 32,999
8 iE — In more than one year,

BAZRF but not more than two years 248,423 113,146
e — F In more than two years but not

BrAZR=4%F more than three years 85,427 202,232
Him=F In more than three years but not

BT ZRME more than four years 95,400 10,000
i 38 PO £ In more than four years but not

BEAEZRAF more than five years 554,250 —
AFE In more than five years - =

1,184,454 358,377

RITEFREEBHZ2EBRINER The effective interest rate of the bank loans at the
4.6% (ZFEZFAHF : 2.28%) ° balance sheet date is 4.6% (2005: 2.28%).
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27. BEEEE (&) 27. INTEREST-BEARING BORROWINGS
(cont’d)

REHNEE®E D 2 EFRERERT An analysis of the carrying amounts of the total

BEzofaT : borrowings by type and currency is as follows:

AEH
The Group
—EERF ZTFTOF
2006 2005
FTET FHET
HK$’000 HK$’000
BN = At floating rate

7B TT HKS$ 1,179,600 358,377
AR RMB 4,854 -
1,184,454 358,377

110/ANNUAL REPORT 2006 F#
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28. IEFER IR 28. DEFERRED TAXATION
AEERAFERTFARARE The following are the major deferred tax liabilities
RZEBREMBARGE(BE) LHE (assets) recognised and movements thereon during
SBEmT the current and prior year:

MEHRE  RENEN

TE DQABEZH REFE By
Change in
Accelerated  fair value on
tax investment Tax
depreciation properties losses Total
THEL FEL FEL FHET
A&EE The Group HK$'000 HK$'000 HK$'000 HK$’000
R-ZEENFtA—B At 1 July 2004 4,376 96,685 (4,376) 96,685
GIA) B ARFE Rz Income statement
charge (credit) 1,558 82,385 (3,284) 80,659
RZZZRFE,A=TH At 30 June 2005 5,934 179,070 (7,660) 177,344
R-ZZRFLHA—H At 1 July 2005 5,934 179,070 (7,660) 177,344
GIA) B ARFE Rz Income statement
charge (credit) 1,373 8,863 (2,365) 7,871
BBEBAKNOKE Acquisition through
(Hfzt32) business combination
(Note 32) - 117,700 - 117,700
RZEERERB=TH At 30 June 2006 7,307 305,633 (10,025) 302,915
MEINEEGERMS & TEL For the purpose of balance sheet presentation, all
MEEERBBECRESEGE the deferred tax assets and liabilities have been offset
BISE1 258 P IR S 81 o in accordance with conditions set out in HKAS 12.
RWERIBEIERIEE E Unrecognised deferred tax asset
R R TR R 208 A RIR - # The Group has not recognised deferred tax asset in
M| T 51,253,0008 T (ZFF respect of tax losses at HK$51,253,000 (2005:
AF 1 59,126,000/ T) HERIEE HK$59,126,000) due to unpredictability of future
THIBEE - BIEIREHEIEN - 2% profit streams. The tax losses do not expire under
EHEBBRITEIBRA - current tax legislation.

ANNUAL REPORT 2006 F3/[111



CHEUK NANG (HOLDINGS) LIMITED =4 ( £ @ ) 5 |R 2 &

Bt

W o® x M &

NoTEs TO THE FINANCIAL STATEMENTS

HE-ZTX

29.

112 ANNUAL

N
RZZEMELA-H At 1 July 2004 ordinary
FROIETZEBR shares of HK$0.1 each

=H
Sz
=
p=E
&L
&
[l
gk
oYk
BH

R-EZREXA=1H At 30 June 2005

RZZERFLA-H At 1 July 2005 ordinary
BRO.1ET L EBR shares of HK$0.1 each

WRR S5t Issue of share pursuant to
mETRR scrip dividend scheme

RZZZAEAA=FTH  At30 June 2006

R-BERFE+-A+/8 &2
AIRER-_ZEETRAFE+—A+/~8
NN BEETE - 358 T
BITMDRSREEO. 1T
3 #£2,804,180 B FTH=-ZF
AFRBRBEZEUBRRE 2R
RemdRBRMEBERNRERTE
9,534,000/ 7T B & ANt 7£ B 19 )4
B EROCERERN=ZAER

% i 2% o

RZEFEXRFRA-+-8B AR
AIREBER-_EERAFMA=-1+AH
NAE AR BETEl - LA4BITE
TMoESREEOTE TH R
n o H754137RETH_FZT R
FRHREREUARRBEZRE -
=BERKRDEBE®NRERRE
2,941,000/ 7T B & ANMb £ B 19 &
B - WERMEBAERND=ER

% 125 -
RIEPY « A MmA R R 2 B2 T
BB AL 2R -

2006 FH

REPORT

Issue of share pursuant to
scrip dividend scheme

FXA=+A8I1-%E FOR THE YEAR ENDED 30 JUNE 2006

29. SHARE CAPITAL

EERE ERTRARKRA
Authorised Issued and fully paid
kG %A TERL ko %A TERL
No. of shares HK$'000 No. of shares HK$'000
10,000,000,000 1,000,000 72,742,211 7,274
- - 436,808 44
10,000,000,000 1,000,000 73,179,019 7,318
10,000,000,000 1,000,000 73,179,019 7,318
- - 3,558,317 356
10,000,000,000 1,000,000 76,737,336 7,674

On 16 December 2005, the Company issued and
allotted a total of 2,804,180 ordinary shares of
HK$0.1 each in the Company at HK$3.50 to the
shareholders who elected to receive shares in the
Company in lieu of cash for the 2005 final dividend
pursuant to the scrip dividend scheme announced
by the Company on 16 November 2005. An amount
of HK$9,534,000 in excess of par value was credited
to the share premium account. These shares rank
pari passu with existing shares.

On 22 May 2006, the Company issued and allotted
a total of 754,137 ordinary shares of HK$0.1 each
in the Company at HK$4.00 to the shareholders who
elected to receive shares in the Company in lieu of
cash for the 2006 interim dividend pursuant to the
scrip dividend scheme announced by the Company
on 25 April 2006. An amount of HK$2,941,000 in
excess of par value was credited to the share
premium account. These shares rank pari passu with
existing shares.

None of the Company’s subsidiaries purchased, sold
or redeemed any of the Company’s listed securities
during the year.
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30. RESERVES
(@) The Group

2005 final dividend

paid (note 13)

2006 interim dividend

paid (note 13)

Premium on issue of shares

pursuant to scrip

dividend scheme =

Share issue expense -

Derecognition of n

goodwill upon adoption

of HKFRS 3
Exchange differenc

Profit for the year

At 30 June 2006

5l
BHE AEEE BRAEE BRARE RERN a3t
Special
Negative  Exchange capital Share  Retained
goodwill reserve  reserve  premium profits Total
TEn  TEr  TER  TERr  TERT  TEx
HK§'000  HK$'000  HK$'000  HK§'000  HK$'000  HK$'000
240 (71,012) 320,065 131,261 1,135,775 1,516,329
- - - - (10,977)  (10,977)
- - - = (3,420)  (3,420)
- - 12,475 - 12,475
= = (13) = (13)
egative
(240) = = = 240 -
es - 5,854 - - - 5,854
- - - - 120968 120,968
- (65,158) 320,005 143,723 1,242,586 1,641,216
ANNuAL REPORT 2006 F3 113
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30. f# R (48) 30. RESERVES (cont’d)
(a) &&E (&) (a) The Group (cont’d)
%A
8HE HBERE RAER  BARE  REEN it
Special
Negative  Exchange capital Share  Retained
goodwill reserve reserve  premium profits Total

Thn  TEm  TEr TR TEr  TAn
HK$'000  HKS'000  HKS§'000  HK$'000  HKS'000  HK$'000

RZZZMELA-A At 1 July 2004 240 (71,656) 320,065 129,559 766,482 1,144,690
ER-EEMERY 2004 final dividend

& paid - - - - (1,819)  (1,819)
BERN-E5RE4H 2005 interim dividend

&S (H13) paid (note 13) - - - - (2182)  (2182)
BB 851 8I%1T Premium on issue of shares

eyt | pursuant to scrip

dividend scheme = = = 1,704 = 1,704

BIRNER Share issue expense - - - (2) - (2)
EiZH Exchange differences - 644 - - - 644
REERT Profit for the year - - - - 373,294 373,294
R-EERERA=TH At 30 June 2005 240 (71,012) 320,065 131,261 1,135,775 1,516,329
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A
ENZEERFHH
BE (B 13)
REARR S5t 8I%T
R & E

22RFLA—H
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rl]]}||
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ROBOHER
TEEER
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B ZZTMERHE
i &

EN-ZZREHH
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ARA S5 BB TR M
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BIBHER
rEEBR
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30. RESERVES (cont’d)
(b) The Company

=dil
BAEE RARE RERR Act
Special
Share capital Retained
premium reserve profits Total

TAL TAT TAT TAL
HK$'000  HK$'000  HK$'000  HK$'000

At 1 July 2005 131,261 320,065 167,490 618,816
2005 final dividend

paid (note 13) - - (10,977) (10,977)
2006 interim dividend

paid (note 13) - = (3,420) (3,420)

Premium on issue of

shares pursuant

to scrip dividend scheme 12,475 = = 12,475
Share issue expenses (13) = = (13)
Loss for the year = = (12,820) (12,820)
At 30 June 2006 143,723 320,065 140,273 604,061
At 1 July 2004 129,559 320,065 177,647 627,271
2004 final dividend

paid = - (1,819) (1,819)
2005 interim dividend

paid (note 13) - - (2,182) (2,182)

Premium on issue of

shares pursuant to scrip

dividend scheme 1,704 = = 1,704
Share issue expenses (2) - - (2)
Loss for the year - - (6,156) (6,156)
At 30 June 2005 131,261 320,065 167,490 618,816
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TTXRENA=Z+BIEEE FOR THE YEAR ENDED 30 JUNE 2006

30. RESERVES (cont’d)

The application of the share premium account is
governed by Section 48B of the Hong Kong
Companies Ordinance. The exchange reserve has
been set up and will be dealt with in accounting

policies set out in note 3 to the financial statements.

Special capital reserve arose from reduction in issued
share capital on 26 March 2001 with Court approval
on 24 April 2001.

Pursuant to the undertakings given to the Court, the
credit amount arising from capital reduction has
been credited to a special capital reserve in the
books of account of the Company. So long as there
shall remain any debt or claim against the Company
outstanding at the date when the reduction of capital
took effect which, if such date were the date of the
commencement of the winding up of the Company,
would have been admissible in proof against the
Company and the person entitled to the benefit
thereof shall not have agreed otherwise, such reserve
(i) would not be treated as realised profit; and (ii)
for so long as the Company shall remain a listed
company (as defined in the Hong Kong Companies
Ordinance); would be treated as an undistributable
reserve of the Company for the purposes of Section
79C of the Hong Kong Companies Ordinance or
any statutory re-enactment or modification thereof,
provided that the amount standing to the credit of
the special capital reserve may be reduced by the
aggregate of any increase in the issued share capital
or in the share premium account of the Company
resulting from an issue of shares for cash or other
new consideration or upon a capitalisation of

distributable reserves after the reduction took effect.
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Profit before taxation
Depreciation

Interest income
Change in fair value of

investment properties

Excess of Group's interest in

fair value of acquiree’s net

asset over cost
Write-off of property,

plant and equipment
Gain on disposal of

investment properties

Profit on sale of financial

assets at fair value through

profit or loss

Net unrealised gain an financial

assets at fair value through

profit or loss

Decrease in properties for sale

Decrease (Increase) in

trade and other receivables

Increase (Decrease) in trade

and other payables

Cash generated from

(used in) operations

31. CASH GENERATED FROM (USED IN)
OPERATIONS

—EERE —ETThF

2006 2005

FHE T TET

HK$’000 HK$’000

130,968 475,254

671 603

(324) (440)

(55,567) (463,801)

(93,483) =

2 162

- (6,067)

(66) -

(15) -

5,854 644

1,466 (4,101)

67,179 (18,864)

56,685 (16,610)
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32. WWEEFIE 1 A 32. ACQUISITION OF A SUBSIDIARY

—TEERFNA-+-B  &X&E
B g A S (M) AR A F199%HY
o ZAR R RARNRFN L
HAELERESEEA - KERS
R & A800,000,0007 JT °

REBEREHZRE - LDBRRAR
50/50 2 Lb Bl D ER e ¥ X R 1A B
STERRRERAHREERRITEBT
BRESETEBRETNDR7E
TEATTRAMELAZANE - =
Sh - RUEE B D BUR R AR R 5 L
ZREDEPINSBRIER - Fitt -
BWERRE  DPBRR iR
B REHEE ©
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On 22 September 2005, the Group, through a wholly
owned subsidiary, acquired 99% interest in Top
Regent (Asia) Limited, which is the registered and
beneficial owner of a piece of land located in
Macau. The consideration for the acquisition include

a cash consideration of HK$800 million.

The amount of minority interest at the date of
acquisition is immaterial and minority’s share of
changes in equity since the date of acquisition is
not taken into account because of according to the
profit sharing arrangement as stipulated in the
agreement, the distribution of profit to minority
shareholder upon completion of the development
of the property, if any, would be on a 50/50 basis
but only after (1) the shareholder’s loan of
approximately HK$30 million has been repaid to
the Group and (2) the distribution of dividends of
not less than HK$1,720 million to the Group.
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32. WIBEMIE A |l (&) 32. ACQUISITION OF A SUBSIDIARY
(cont’d)
RIKEE QEEM RTEERA The fair value of the identifiable assets and liabilities
B AR EBELREETAECDERES of the business as at the date of acquisition and
BTSSR E S HERTEN RS BB their carrying value determined in accordance with
= HKFRS immediately before combination are as
follows:

fREE NREE

Carrying value Fair value
FE T FHET
HK$’000 HK$’000
TR B (e 15) Premium for land
lease (note 15) 31,972 1,050,000
HEMEMNIRKXKXEEGEM Other payables and accruals (32,031) (44,000)
BEXERIBEEE (W it28) Deferred tax liabilities (note 28) = (117,700)
BAEEFE Net assets acquired (59) 888,300
RE Consideration
EfNRE Cash paid 800,000
REEERERE Discount on early settlement
Z 3T H of consideration (5,706)
BEEAEKE Directly attributable costs 523
794,817
AEEBRARFEFZ Excess of Group’s interest in fair
FE 75 8 U B8 A AR value of acquiree’s net assets
Z 13 over costs 93,483
U EE RO M B A | B Y EE B R E R The contribution to the Group’s revenue and profit
£ B EY A R R B 1% 05 A I B B X after taxation from the subsidiary acquired since the
TE o respective date of acquisition is immaterial.
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33.

EHEBEALTZEARS

BRI T R A BB IR 2
P RERFIAIN - AR ARE B RE
FEALTETZERRSME 1t
ERXGIMAEE z BHEEBHE

33. SIGNIFICANT RELATED PARTY
TRANSACTIONS

Details of significant related party transactions in
addition to those disclosed elsewhere in the financial

statements, which were carried out in the ordinary

course of the Group’s business, are as follows:

fme
rEE
The Group
—EERF —ZTThF
2006 2005
fit &t TER TET
Note HK$’000 HK$'000
FeMEMEH Salaries and other short-term
EERANXZM employee benefits paid
TEEEEAR to key management
BREEREHR personnel, including
fiEE10Z i T amounts paid to the
ARAEEME Company’s directors as
disclosed in note 10 2,351 2,471
MBAT Tt B R 5L Interest paid to Cecil Chao
BR A A] & Associates Limited (a) 7,916 18,741
B TS EE Interest paid to Chao
Sze-Tsung Cecil (b) 17,853 -
AR T R SR A Fees paid to Cecil Chao
BERARIER & Associates Limited ()
MEERE Building management fee 2,250 900
AIlRm R E A Architect and other
BEXEHN professional service fees 4,404 2,082
Me A Rental income received from (d)
MABRR A Yan Yin Company Limited 60 60
B R SRR Cecil Chao & Associates
BR AR Limited 879 798
THRERKA Administration fee
received from (e)
MABRR A Yan Yin Company Limited 72 72
T SRR Cecil Chao & Associates
BRAR Limited 240 240
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EEEALTZERRS () 33. SIGNIFICANT RELATED PARTY

TRANSACTIONS (cont’d)

(a)

(c)

Cecil Chao & Associates Limited (“CCAL”) has
provided unsecured advances, which have no
fixed term of repayment, to the Group at 1.8%
per annum above the Hong Kong dollars prime
rate. At 30 June 2006, the advances from CCAL
to the Group amounted to HK$64,871,000
(2005: HK$314,795,000). CCAL has confirmed
that it will not request repayment of these
advances until such time as the Group is in a
position to repay.

Dr. Chao Sze-Tsung Cecil is a director and
beneficial owner of CCAL.

Dr.

substantial shareholder of the Company has

Chao Sze-Tsung Cecil, a director and

provided unsecured advances, which have no
fixed term of repayment to the Group at 1.8%
(2005: Nil) above the Hong Kong dollars prime
rate. At 30 June 2006, the advances from Dr.
Chao Sze-Tsung Cecil to the Group amounted
to HK$335,961,000 (2005: Nil). Dr. Chao Sze-
Tsung Cecil has confirmed that he will not
request repayment of these advances until such
time as the Group is in a position to repay.

CCAL rendered architectural and related
services to the Group on terms agreed between

both parties.

Certain properties were leased to Yan Yin
Company Limited and CCAL as office premises
on terms mutually agreed between both parties.

The Group charged administration fee for Yan
Yin Company Limited and CCAL for handling
services rendered on terms agreed between both
parties.
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4. TRIEREERAERKE

34. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
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Group’s activities expose it to a variety of

financial risks, including interest rate risk, credit risk
and liquidity risk. The board of directors generally

adopts conservative strategies on its risk management

limit the Group’s exposure to these risks to a

minimum. Management monitors and manages these

risks as follows:

Interest rate risk

The Group has exposure to interest rate risk
through the impact of the rate changes on bank
balances and bank borrowings. It is the Group’s
policy to maintain the proportion of the
borrowings in fixed rates and variable rates
within an appropriate range. Management
considers the interest rate risk exposure is
limited and will consider hedging significant

interest rate exposure should the need arise.

Credit risk

The Group’s credit risk is primarily attributable
to trade and other receivables. Management has
a credit policy in place and the exposure to
credit risk is monitored on an on-going basis.
Rental deposits are required from tenants prior
to the commencement of leases. At the balance
sheet date, the Group had no significant
concentrations of credit risk. The maximum
exposure to credit risk is represented by the

carrying amount of each financial asset in the

balance sheet.
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34. cREREEBEREE (&) 34. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (cont’d)

(c) m"BEZER (¢) Liquidity risk
AEBTHERBELRTEHRZ The Group’s policy is to regularly monitor the
MBETHER  LEHEEALRFH current and expected liquidity requirements, in
XTHE - ARERE R particular relating to capital expenditure, to
BhREITETREE ZAHE ensure that it maintains sufficient reserves of
g - cash and adequate committed credit facilities

from major financial institutions.

35. A&iE 35. COMMITMENTS
(a) BEAREIE (a) Capital expenditure commitments
REERBERERTYMEZE Capital commitments in respect of properties
AAHE R R T 5 & IR AR B under development outstanding at the balance
B PR sheet date not provided for in the financial

statements are as follows:

AEH

The Group
—E2EXRF —TFTLF
2006 2005
FET THETT
HK$’000 HK$’000
CHEBERRY Authorised but not contracted for 50,250 128,998
EENEREE Contracted but not provided for 163,807 46,639
214,057 175,637
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35. F&I¥E (&) 35.

(b) RIERHEEUWA
REEBBREER  ~5H
RIBE Y EE TR RUE 2140
T RRZWE 2 HEHEE

COMMITMENTS (cont’d)

(b) Future operating lease receivables

At the balance sheet date, the Group had future
aggregate minimum lease rental receivables

under non-cancellable operating leases in

Wkgagam T - respect of the Group’s properties are as follows:
AEH
The Group

—EEARE —TETRF

2006 2005

FExT FAT

HK$’000 HK$'000

—F A Within one year 20,164 10,485
F_EZFRFNRN In the second to fifth

(BREEEMSE) years inclusive 3,573 3,546

23,737 14,031

36. HARER 36. CONTINGENT LIABILITIES

B E T B A 7 # R
1,777,537,0008 7T (ZEEAF :
749,828,000/ 7T) IRATHE » AR
RIEMIRITIEARIER - RZEZE
ANENAZTH LEMECD TE
FA 2 L8 51,184,454,000/ 7T (=
FTEFLEF : 358,377,000;87T) °
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The Company and two subsidiaries have executed
corporate guarantees to banks in respect of banking
facilities granted to certain subsidiaries to the extent
of HK$1,777,537,000 (2005: HK$749,828,000) of
which HK$1,184,454,000 was utilised as at 30 June
2006 (2005: HK$358,377,000).
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37. PLEDGE OF ASSETS

38.

39.

At 30 June 2006, the Group’s total bank borrowings
of HK$1,184,454,000 (2005: HK$358,377,000) were
secured by the following:

(@) legal charges on certain of the Group’s
investment properties and certain of the Group’s
properties for sales with carrying values of
HK$2,734,572,000 (2005: HK$2,020,540,000)
(note 15) and HK$655,562,000 (2005:
HK$155,594,000) (note 22) , respectively;

(b) floating charge over all the assets and
undertakings of certain subsidiaries;

(c) mortgages over the shares of certain subsidiaries
(note 21); and

(d) assignments of sale proceeds, insurance
proceeds, rental income and deposits arising
from the tenancy agreements of certain
properties.

ULTIMATE HOLDING COMPANY

The directors consider the ultimate holding company
is Yan Yin Company Limited, which is incorporated
in Hong Kong.

POST BALANCE SHEET EVENT

(a) Pursuant to the subscription agreement dated
28 July 2006, the Company agreed
conditionally to place 11,000,000 ordinary
shares of HK$0.1 each of the Company to a
related company at a price of HK$4 per share.

(b) On 10 July 2006, the Group entered into a
sale and purchase agreement with a third party
to dispose 1.92% interest in certain wholly
owned subsidiary for a total consideration of
HK$20,000,000. At the balance sheet date, the
subsidiary has net liabilities of approximately
HK$27,000,000.

ANNUAL REPORT 2006 F #7125



