Notes to the Financial Statements
For the year ended 31st December, 2006

1. GENERAL INFORMATION

The Company is a public listed company incorporated in Hong Kong with limited
liability and its shares are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). Its ultimate holding company is Chinese Estates Holdings
Limited (“Chinese Estates”), a company incorporated in Bermuda with its
securities listed on the Stock Exchange. The address of the registered office of
the Company is disclosed in the “Corporate Information” section to the annual
report.

The Company acts as an investment holding company and its subsidiaries are
principally engaged in property investment and development. The principal
activities and other particulars of its principal subsidiaries are set out in Note 39
to the financial statements.

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Company and its subsidiaries (the “Group”) has applied,
for the first time, a number of new standards, amendments and interpretations
(the "new HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA"), which are either effective for accounting periods
beginning on or after 1st December, 2005 or 1st January, 2006. The new
HKFRSs adopted by the Group in the financial statements are set out as follows:

HKAS 19 (Amendment) Actuarial Gains and Losses, Group Plans and
Disclosures

HKAS 21 (Amendment) Net Investment in a Foreign Operation

HKAS 39 & HKFRS 4 Financial Guarantee Contracts

(Amendments)

HKAS 39 (Amendment) The Fair Value Option

HKAS 39 (Amendment) Cash Flow Hedge Accounting of Forecast
Intragroup Transactions

HKFRS 6 Exploration for and Evaluation of Mineral
Resources

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
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Notes to the Financial Statements
For the year ended 31st December, 2006

2. APPLICATION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS
(cont'd)

The adoption of the above new HKFRSs has no material impact on the accounting

policies and the results and financial position of the Group.

The Group has not early adopted the following new HKFRSs that have been
issued but are not yet effective. The Group is in the process of assessing the
potential impact of these new HKFRSs but is not yet in a position to determine
whether these new HKFRSs will have a significant impact on how its results of
operations and financial position are prepared and presented. These new HKFRSs
may result in changes in the future as to how the results and financial position

are prepared and presented.

HKAS 1 (Amendment)

HKFRS 7

HK(IFRIC) —

HK(IFRIC) —

HK(IFRIC) —

HK(IFRIC) —

HK(IFRIC) —

Int 7

Int 8

Int 9

Int 10

Int 11

Capital Disclosures!

Financial Instruments: Disclosures’

Applying the Restatement Approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies?

Scope of HKFRS 23

Reassessment of Embedded Derivatives*

Interim Financial Reporting and Impairment®

HKFRS 2 — Group and Treasury Share

Transactions®

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

2 Effective for annual periods beginning on or after 1st March, 2006.

s Effective for annual periods beginning on or after 1st May, 2006.

a Effective for annual periods beginning on or after 1st June, 2006.

° Effective for annual periods beginning on or after 1st November, 2006.
6 Effective for annual periods beginning on or after 1st March, 2007.
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Notes to the Financial Statements
For the year ended 31st December, 2006

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards (“HKFRSs"), which is a
collective term that includes all applicable Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards, and Interpretations issued by the
HKICPA, accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance and applicable
disclosure provisions of the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”). These consolidated financial statements are
presented in Hong Kong dollars and all values are rounded to the nearest
thousand (HK$'000) except otherwise indicated.

The preparation of financial statements in conformity with HKFRSs requires
management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities, income and
expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making judgements
about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates. The estimates
and assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future

periods if the revision affects both current and future periods.

Judgements made by management in the application of HKFRSs that have
significant effect on the financial statements and estimates with a significant risk
of material adjustments in the next year are discussed in Note 4 to the financial

statements.

A summary of the significant accounting policies followed by the Group in the

preparation of the financial statements is set out below:

(a) Basis of preparation
The financial statements have been prepared on the historical cost basis
except for certain financial assets, financial liabilities and investment
properties, which are measured at their fair values, as explained in the

accounting policies set out below.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(b)

(©

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

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'intra-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
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 share 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.

Investments in subsidiaries

Subsidiaries are all entities over which the Group has the power to govern
the financial and operating policies generally accompanying a shareholding
of more than one half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are

considered when assessing whether the Group controls another entity.

In the Company’s balance sheet the investments in subsidiaries are stated
at cost less provision for impairment losses. The results of subsidiaries
are accounted by the Company on the basis of dividend received and

receivable.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(c

(d)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investments in subsidiaries (cont’d)

The purchase method of accounting is used to account for the acquisition
of subsidiaries by the Group. The cost of an acquisition is measured as
the fair value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly attributable
to the acquisition. Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are measured initially at
their fair values at the acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of acquisition over the fair value
of the Group's share of the identifiable net assets acquired is recorded as
goodwill. If the cost of acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference is recognised directly in

the income statement.

Interests in associates

An associate is an entity which the Group has significant influence and
that is neither a subsidiary nor an interest in a joint venture. Significant
influence is the power to participate in the financial and operating policy
decisions of the investee but is not control or joint control over those

policies.

The results and assets and liabilities of associates are incorporated in
these consolidated 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 impairment in the value of individual
investments. Losses of an associate in excess of the Group's interest in
that associate (which includes any long-term interests that, in substance,
form part of the Group's net investment in the associate) are not

recognised.

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.

Investments in associates are included in the Company’s balance sheet
at cost, less any identified impairment loss. The results of the associates
are accounted for by the Company on the basis of dividends received

and receivable during the year.
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Notes to the Financial Statements
For the year ended 31st December, 2006

3.

(e)

)

(9)

(h)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investment properties

Investment property, which is property held to earn rentals and/or for
capital appreciation, is stated at its fair value at the balance sheet date.
Gains or losses arising from changes in the fair value of investment

properties are included in profit or loss for the year in which they arise.

On disposal of investment properties, the gain or loss is directly recognised

in the income statement.

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

depreciation and any accumulated impairment losses.

Depreciation is charged so as to write off the cost of property, plant and

equipment over their estimated useful lives, using the straight-line method.

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

in the year in which the item is derecognised.

Property interests held for development

Property interests held for development represent a right to develop
properties on a piece of land upon payment of a final amount or land
acquired pending any definite intention, and are carried at cost, less any

identified impairment losses.

Properties held for development

When the leasehold land and buildings are in the course of development
for production, rental, for administrative purposes or for sale, 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.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(i)

0

(k)

)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Properties held for sale
Completed properties held for sale remaining unsold at the balance sheet

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

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 expenses

on a straight-line basis over the lease term.

The Group as lessee

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

straight-line basis.

Cash and cash equivalents

Cash equivalents comprise cash at bank and on hand, demand deposits
with banks and other financial institutions, and short-term, highly liquid
investments that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral part of

the Group's cash management.

Revenue recognition

Revenue from 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.
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Notes to the Financial Statements
For the year ended 31st December, 2006

)

(m)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Revenue recognition (cont’d)
Rental income from properties under operating leases is recognised on a

straight-line basis over the term of the relevant lease.

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.

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.

Exchange differences arising on the settlement of monetary items, and
on the translation of monetary items, are recognised in profit or loss in
the period in which they arise, except for exchange differences arising on
a monetary item that forms part of the Group's net investment in a foreign
operation, in which case, such exchange differences are recognised in
equity in the consolidated financial statements. Exchange differences
arising on the retranslation of non-monetary items carried at fair value
are included in profit or loss 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.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(m)

(n)

(o)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Foreign currencies (cont’d)

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 exchange reserve). Such exchange differences
are recognised in profit or loss in the period in which the foreign operation

is disposed of.

Gooduwill and fair value adjustments on identifiable assets acquired arising
on an acquisition of a foreign operation are treated as assets and liabilities
of that foreign operation and translated at the rate of exchange prevailing
at the balance sheet date. Exchange differences arising are recognised in

the translation reserve.

Retirement benefit costs
Payments to defined contribution schemes are charged as expenses as

they fall due.

Financial instruments

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

recognised immediately in profit or loss.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(o)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Financial instruments (cont’d)

Financial assets

The Company's and the Group's financial assets are classified into loans
and receivables and available-for-sale financial asset. The accounting

policies adopted are set out below.

Loans and receivables

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

had the impairment not been recognised.

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 catergories under HKAS
39. 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.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(o)

(p)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Financial instruments (cont’d)

Financial liabilities and equity

Financial liabilities and equity instruments issued by an entity of the Group
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 classified into other financial liabilities.
The accounting policies adopted in respect of financial liabilities and equity

instruments are set out below.

Other financial liabilities

Other financial liabilities including creditors and accruals, deposits received,
provision for a litigation claim and loans from minority shareholders of
subsidiaries are subsequently measured at amortised cost, using the

effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the proceeds

received, net of direct issue costs.

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 before tax 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 income statement items
that are never taxable or deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted or substantially enacted

at the balance sheet date.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(p)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Taxation (cont’d)

Deferred tax is the tax expected to be payable or recoverable 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 negative
goodwill) or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects

neither the taxable profit nor the accounting profit.

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

future.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that
sufficient taxable 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 is realised. Deferred tax is
charged or credited to the 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.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(q)

(r)

(s)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Related party transactions

Parties are considered to be related if one party has the ability, directly or
indirectly, to control the other party or exercise significant influence over
the other party in making financial and operating decisions. Parties are
also considered to be related if they are subject to common control or
common significant influence. Related parties may be individuals (being
member of key management personnel, significant shareholders and/or
their close family members) or other entities and include entities which
are under the significant influence of related parties of the Group where
those parties are individuals, and post-employment benefit plans which
are for the benefit of employees of the Group or of any entity that is a

related party of the Group.

A transaction is considered to be a related party transaction when there is

a transfer of resources or obligations between related parties.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs
incurred. Transaction costs are incremental costs that are directly
attributable to the acquisition, issue or disposal of a financial asset or
financial liability, including fees and commissions paid to agents, advisers,
brokers and dealers, levies by regulatory agencies and securities exchanges,
and transfer taxes and duties. Borrowings are subsequently stated at
amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the income statement

over the period of the borrowings using the effective interest method.

Impairment losses

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

recognised as income immediately.
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Notes to the Financial Statements
For the year ended 31st December, 2006

U]

(u)

v)

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events and it is probable that an
outflow of resources will be required to settle the obligation, and a reliable
estimate of the amount of the obligation can be made. Provisions are
reviewed at each balance sheet date and adjusted to reflect the current
best estimate. Where the effect of the time value of money is material,
the amount of a provision is the present value of the expenditures expected

to be required to settle the obligations.

Contingent liabilities and assets

A contingent liability is a possible obligation that arises from past events
and whose existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation arising from past
events that is not recognised because it is not probable that outflow of
economic resources will be required or the amount of obligation cannot
be measured reliably. A contingent liability is not recognised but is disclosed
in the notes to the financial statements. When a change in the probability
of an outflow occurs so that outflow is probable, they will then be

recognised as a provision.

A contingent asset is a possible asset that arises from past events and
whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the
control of the Group. Contingent assets are not recognised but are
disclosed in the notes to the financial statements when an inflow of
economic benefits is probable. When inflow is virtually certain, an asset is

recognised.

Segment reporting

A business segment is a group of assets and operations engaged in
property development or property leasing that are subject to risks and
returns that are different from those of other business segments. A
geographical segment is engaged in property development or property
leasing within a particular economic environment that are subject to risks
and returns that are different from those of segments operating in other

economic environments.
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Notes to the Financial Statements
For the year ended 31st December, 2006

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are

believed to be reasonable under circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal to the related actual results.
The estimates and assumptions that 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.

(a) Income taxes
The Group is subject to income taxes in numerous jurisdictions. Significant
judgement is required in determining the worldwide provision for income
taxes. There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business.
The Group recognises liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax

provisions in the period in which such determination is made.

(b) Impairment of assets
The Group tests annually whether the assets have suffered any impairment.
The recoverable amount of an asset or a cash generating unit is determined
based on value-in-use calculations which require the use of assumptions

and estimates.

(c) Estimate of fair value of investment properties
The best evidence of fair value is current prices in an active market for
similar lease and other contracts. In the absence of such information, the
Group determines the amount within a range of reasonable fair value
estimates. In making its judgement, the Group considers information from

a variety of sources including:
(i)  current prices in an active market for properties of different nature,

condition or location (or subject to different lease or other contracts),

adjusted to reflect those differences;
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Notes to the Financial Statements
For the year ended 31st December, 2006

4.

(©

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (cont'd)

Estimate of fair value of investment properties (cont’d)
(i)  recent prices of similar properties in less active markets, with
adjustments to reflect any changes in economic conditions since

the date of the transactions that occurred at those prices; and

(i)  discounted cash flow projections based on reliable estimates of
future cash flows, derived from the terms of any existing lease and
other contracts, and (where possible) from external evidence such
as current market rents for similar properties in the same location
and condition, and using discount rates that reflect current market
assessments of the uncertainly in the amount and timing of the

cash flows.

If information on current or recent prices of investment properties is not
available, the fair values of investment properties are determined using
discounted cash flow valuation techniques. The Group uses assumptions
that are mainly based on market conditions existing at each balance sheet
date.

The principal assumptions underlying management's estimation of fair
value are those related to: the receipt of contractual rentals; expected
future market rentals; void periods; maintenance requirements; and
appropriate discount rates. These valuations are regularly compared to
actual market yield data, and actual transactions by the Group and those

reported by the market.

The expected future market rentals are determined on the basis of current

market rentals for similar properties in the same location and condition.

The Group assesses the fair value of its investment properties based on
valuation determined by qualified independent professional surveyors in

Hong Kong.
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Notes to the Financial Statements
For the year ended 31st December, 2006

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (cont'd)

(d) Property interests held for development
As explained in Note 19, the Group made a full provision for an impairment
loss of HK$183,381,000 in respect of property interests held for
development in Shantou in 2004.

The write-back of impairment loss to other income (if any) will rely on
the conclusive judgement of legal proceedings and the actual amount
that could be recovered from the recourse action (if necessary).

5. FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks. The Group's overall
risk management programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group's financial
performance.

(a) Market risks
Foreign exchange risk
The Group is exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to the Hong Kong dollars. Foreign
exchange risk arises from future commercial transactions and recognised
assets and liabilities and net investments in foreign operations.

Price risk

The Group has investment properties and available-for-sale financial asset
which are measured at fair value at each balance sheet date. The Group
manages its exposure by closely monitoring the price movements and
the changes in market conditions that may affect the value of these

investments.

(b) 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,
2006 in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated balance sheet. The
Group's and the Company's time deposits are deposited with banks of
high credit quality in Hong Kong. For rent receivable, the Group obtained
sufficient deposits from tenants and stringent monitoring procedures are
in place to deal with overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at each balance sheet
date to ensure that adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company consider that the
Group's credit risk is significantly reduced.
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Notes to the Financial Statements
For the year ended 31st December, 2006

(b)

(

(d)

(e)

FINANCIAL RISK MANAGEMENT (cont'd)

Credit risk (cont’d)
The Group has no significant concentration of credit risk, with exposure

spread over a number of counterparties and customers.

The Company has no significant credit risk as at 31st December, 2006.

Interest rate risk
The Group and the Company have no interest rate risk arises from

borrowing.

The Group and the Company have no significant interest-bearing assets
except for interest-bearing advances to associates and time deposits and
bank balances, details of which have been disclosed in Note 22 and
Note 26.

Liquidity risk

The Group manages liquidity risk by regularly monitoring current and
expected liquidity requirements and ensuring sufficient liquid cash and
intended credit lines of funding from major financial institutions to meet

the Group's liquidity requirements in the short and long term.

Cash flow and fair value interest rate risk
Long term borrowings at variable interest rates expose the Group to cash
flow interest rate risk and those at fixed rates expose the Group to fair

value interest rate risk.

The Group monitors the interest rate risk exposure on a continuous basis

and adjusts the portfolio of borrowings where necessary.
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Notes to the Financial Statements
For the year ended 31st December, 2006

6. SEGMENT INFORMATION

Business segments

For management purposes, the Group is currently organised into two operating
divisions — property development and property leasing. 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

Property leasing —  Property rental
Segment information about these businesses is presented below:

Income statement
For the year ended 31st December, 2006
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Property Property
development leasing  Consolidated
MEBRR WEHRE o)
HK$°000 HK$°000 HK$'000
TER TER TET
Segment turnover DIEERR - 2,916 2,916
Segment result DR
— Operating results before fair value ~ —1&& M 2 A FEEEA]
changes on investment properties AR (391) 5,889 5,498
— Fair value changes on —REWMEZATE
investment properties =k - 14,874 14,874
— Segment result after fair value —REWEZ A THEZEE
changes on investment properties DIFELE (391) 20,763 20,372
Unallocated corporate income P ax: - PA/NCILL O 7,649
Unallocated corporate expenses ROz AEIX (3,.949)
Finance costs MIsER (58)
Impairment loss recognised in respect gt # JHE & A B FIBHER 2
of advances to associates RIEEE - (13,477) (13,477)
Write-back of allowance for amount BeE AR RFERZ
due from an associate baEIk - 897 897
Share of results of associates JEARER S N AIEE - 84,886 84,886
Profit before taxation 5t Al A 96,320
Taxation A (2,029)
Profit for the year REZ 94,291
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B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

6. SEGMENT INFORMATION (cont'd) 6. PBER (8)
Business segments (cont'd) BEBE S (&)
Balance sheet EEEMER

As at 31st December, 2006 R-ZEENF+_F=+—H

Property Property
development leasing  Consolidated
MEBRR WEHRE o)
HK$°000 HK$°000 HK$'000
TER TER THET
Assets BE
Segment assets DEEE 102,207 53,076 155,283
Interests in associates N b - 329,152 329,152
Advances to associates ASHEE A FIFIE - 106,911 106,911
Unallocated corporate assets P ax: - PA/NCIE V-3 185,319
Consolidated total assets e RERE 776,665
Liabilities afE
Segment liabilities DIEEE 1,523 10,528 12,051
Unallocated corporate liabilities P ax: - A/NCIN=N i 4,174
Consolidated total liabilities ire AEAE 16,225
Other information Hi&EH
For the year ended 31st December, 2006 HE-ZZREF+-_A=1+—HILEFE
Property Property
development leasing Others Consolidated
MERR MERE Hity mE
HK$°000 HK$°000 HK$°000 HK$'000
FTEx TERT TER TER
Capital additions BRI 26,386 - - 26,386
Depreciation e - - 35 35
Amortisation of prepaid lease TARNHEEE
payments B 14 - 20 34
Fair value changes on investment REWEZ A TE
properties ik - (14,874) - (14,874)

7
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W

FFEH EHEXBRAA




Notes to the Financial Statements B 75l R B 5T

For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE
6. SEGMENT INFORMATION (cont'd) 6. PEER (B)
Business segments (cont'd) HEHE 5 (E)
Income statement W = &=
For the year ended 31st December, 2005 HE_ZTTAF+T-_A=1T—HILFE
Property Property
development leasing  Consolidated
MERR L E N1 mEe
HK$°000 HK$°000 HK$'000
FET FHxT FET
Segment turnover DL FTR = 3,370 3,370
Segment result DHEEE
— Operating results before fair value ~ — &M% 2 A FEZEH]
changes on investment properties LS (931) 8,093 7,162
— Fair value changes on —REWFEZAVFE
investment properties e - 4,600 4,600
— Segment result after fair value —REWEZ N TEREE
changes on investment properties EES (931) 12,693 11,762
Unallocated corporate expenses RAOBZ ARIZH (563)
Finance costs Y5 ER (2,100)
Impairment loss recognised in respect gt # JHE & A B FIBHER 2
of advances to associates BB B = 4 4
Write-back of allowance for amount B N B R R LEH 2
due from an associate ol e%E - 1,024 1,024
Write-back of allowance for amounts ~ BIH#& R &l R ERF 2
due from former associates B Ele 2,964 5,756 8,720
Share of results of associates FE(LEEE A RIFESE - 100,977 100,977
Profit before taxation T A A 119,816
Taxation g (398)
Profit for the year REZ 119,418
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6. SEGMENT INFORMATION (cont'd)

Business segments (cont'd)

Balance sheet
As at 31st December, 2005

Assets BE

Segment assets DEEE

Interests in associates LN Fa
Advances to associates BATEEE A RIFIE
Unallocated corporate assets &

Consolidated total assets e BEBRE

Liabilities BfE

Segment liabilities DEER
Unallocated corporate liabilities Py - A/NCTN=R I
Consolidated total liabilities e aEes

Other information
For the year ended 31st December, 2005

Capital additions BRI hN

Depreciation e

Amortisation of prepaid lease B REHE
payments HE3H

Fair value changes on investment REWEZ A FE
properties 25

B 75 R R B =
FF-AZ+—ALER

= —TEN

ﬁi—? = /\

6. DA

\

N/

\

5 £

il

(%

/

BEFE D (&)

EESEX
R-_ZEZERF+-_A=+—8H

Property
development

MIRER
HK$'000
FTER

75,724

5,649

Property
leasing
MERSE
HK$'000
THER

236,999
246,345
124,756

10,214

)

Consolidated
mEe
HK$'000

F#& T

312,723
246,345
124,756

38

683,862

15,863
1,850

17,713

BE-_ZTZZTZRAF+-_A=+—BItEE

Property Property
development leasing  Consolidated
MERR MEHEE e
HK$'000 HK$'000 HK$'000
TER TER TR
23,151 = 23,151
18 29 47
33 = 33
= (4,600) (4,600)
“ETRFEFR EHERXRARAA
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For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE
6. SEGMENT INFORMATION (cont'd) 6. PEER (B)

Geographical segments i [ 5% & 55

The Group's operations are located in Hong Kong and the People’s Republic of REEEEBRPEARAFME ( FAERIN)
China, other than Hong Kong, (the “PRC"). The Group's turnover is all derived ([HE]) &R CmEFERER 2
from Hong Kong in both years. EEBERHRBESE-

The following is an analysis of the carrying amount of segment assets at balance NTAREREB 2 BEEERABEZ T &
sheet date, and capital additions during the year analysed by the geographical FANBEZNREEMEMATIEZ DT

area in which the assets are located:

Carrying amount

of segment assets Capital additions
PEEEREE B
2006 2005 2006 2005
HK$000 HK$'000 HK$'000 HK$'000
FE T T&T FERT F& T
Hong Kong 58 776,549 683,750 26,386 23,151
PRC A 116 112 - —
776,665 683,862 26,386 23,151
7. TURNOVER AND OTHER REVENUE 7. EXEFEREMEK S
Turnover represents the aggregate amounts received and receivable from EERBECURERZDEE KA - SHTN
property rental income, analysed as follows: N
2006 2005
HK$°000 HK$'000
FHB T FA&E T
Turnover e
Property rental income MRS UA 2,916 3,370
Other revenue Hitnlzs
Interest income from bank deposits RITF K F B UA 7,070 4,928
Interest income on advances to associates ATHEE A R FIR 2 FI B A 4,855 3,557
Sundry income TR A 7 19
11,932 8,504
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For the year ended 31st December, 2006 BE_ZEENF+_H=+—HIFE
8. FINANCE COSTS 8. MHEH

2006 2005

HK$°000 HK$'000

TER THET

Imputed interest expenses relating to interest-free loans & THIE A 7l D EARERH 2

from minority shareholders of certain subsidiaries REEREEF SR 58 2,100
al N\ =7 Ay 4
9. SHARE OF RESULTS OF ASSOCIATES o. BIEHtE RAl X4
2006 2005
HK$'000 HK$'000
TER FHET
Operating income TN 6,660 4,731
Gain on disposal of properties HEWE 2 W - 6,273
Fair value changes on investment properties BEMZE 2 N ESE 97,024 112,071
Less: deferred tax arose from fair value changes B AREMEZ N EEE)
on investment properties FrEAE 2 IRERI IR (16,608) (19,612)
80,416 92,459
Imputed interest expense relating to IRER B EBR 2 B
interest-free advance from shareholder FERZ (924) (906)
Current tax FEARIA (1,063) (1,580)
Other deferred tax HARET I8 (203) -
84,886 100,977
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For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE
10. PROFIT BEFORE TAXATION 10. B¢ Al A
2006 2005
HK$'000 HK$'000
FET FHTT
Profit before taxation is stated after charging: 5t Al A 2 FOBR -
Auditors’ remuneration ZEET BN & 365 373
Depreciation e 35 47
Amortisation of prepaid lease payments T A & IR 34 33
Staff costs (excluding directors’ remuneration) BIRKA (TEEEEE)
— salaries and allowances — ¥ MOEBh 1,843 1,057
— retirement benefit costs —RIRE B 87 55
Impairment loss recognised in respect of HEEHEWMERER 2
property held for sale ERIEY Ei= 600 -
Impairment loss recognised in respect of MIEWE ZRRIAMER Z
trade receivable ERIEY SEi 38 -
and after crediting: WEFTA:
Imputed interest income relating to interest-free BN ERRREFIAZ
advance to an associate BEFBWA 924 906
Gain on disposal of investment properties HEREYE 2 W 24 -
Exchange gain R 8 -
Gross rental income from properties Mz M ABEE 2,916 3,370
Less: direct operating expenses from properties W EAEERSWRA ZE
that generated rental income during the year EREKERT (438) (541)
direct operating expenses from properties that FATEEERSRAZ
not generated rental income during the year MEERLERE (819) (822)
1,659 2,007
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For the year ended 31st December, 2006 BE_ZEENF+_H=+—HIFE
11. TAXATION 11. B3R
2006 2005
HK$'000 HK$'000
FERT FBIT
Current tax FABIE
Hong Kong BB 1,805 7
Overprovision in prior years BEFEHRERE
Hong Kong B (1) -
1,804 7
Deferred tax (See Note 31) EIERRIE (RPFEEST) 225 391
2,029 398

Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) on the estimated BB RIS B T 1R R B 4F &2 2 {51 8 AR B s %

assessable profit for both years. Taxation in any other jurisdictions is calculated RE175% (ZFEZTRE:17.5%) 5T & A H
at the rates prevailing in the relevant jurisdictions. AR 2 MBI G EDAE R 2 ER T
T Eo
Al =

No PRC tax provision has been made as the PRC subsidiaries incurred loss AR EHEATREANEEESE Bt &
during the year. AP BBIEE LB

TRFEFER EHEXERAF 7N

Ul
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For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE
11. TAXATION (cont'd) 11. $ I8 (&)
The taxation charge for the year can be reconciled to profit before taxation per N GF R TE 2 BRI B 2k 2 TR A BR 1A
the income statement as follows: e
2006
Hong Kong PRC Total
£ HE At
HK$°000 HK$°000 HK$"000

FTER % FER % FET %

Profit/(loss) before taxation HETEF (F8) 96,602 (282) 96,320
Tax at domestic profits tax rate BAMAERHEAE
Z A 16,949 175 (93) (33.3) 16,856 175

Tax effect of share of results of B EAREE L

associates Bis 2 (14,855) (15.4) - - (14,855) (15.4)
Estimated tax effect of expenses not st EAE T A A I

deductible in determining profits tax X2 bRt E 3,292 34 - - 3,292 34
Estimated tax effect of income not St E NG T HARD

taxable in determining profits tax WA Z itz 2 (2,344) (2.4) - - (2,344) (2.4)
Estimated tax effect of utilisation of By B AR TR

unrecognised tax losses from MBS E 2 (Rt

prior periods b (1,443) (1.5) - - (1,443) (1.5)
Estimated tax effect of RERBBEE

unrecognised tax losses sz 2 (40) 0.0 93 333 53 0.0
Others Hith 470 0.5 - - 470 0.5
Tax charge at the Group's AEERAEEER

effective rate for the year BEFAE 2 BE 2,029 2.1 - - 2,029 2.1
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11. TAXATION (cont'd)

Profit/(loss) before taxation

Tax at domestic profits tax rate

Tax effect of share of results of
associates

Estimated tax effect of expenses not
deductible in determining profits tax

Estimated tax effect of income not
taxable in determining profits tax

Estimated tax effect of
unrecognised tax losses

Others

Tax charge at the Group's

effective rate for the year

12. PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF

THE COMPANY

BRADERN, (B18)

BAMM SRR R E
ZBA

BEHERRIREL
MG E

ATERSRE AR
X2 EER T2

ATERSRE B ARRK
WA Z et IR E
RERHBER L
(GRS EZ

Hits

RERRAKEER
MR EZBUAX

B 7% ¥R 3% I &

BE-—FTENF+_A=+—HIFE
11. %38 (&)
2005
Hong Kong PRC Total
0 R E A&t
HK$'000 HK$'000 HK$'000
TR %  TAT %  TAT %
120,439 (623) 119,816
21,175 175 (207) (333) 20968 175
17671)  (14.7) = - (17671)  (14.7)
590 0.5 = = 590 0.5
(2856)  (2.4) = - (2856) (2.4)
(1,039) (0.7 207 333 (832)  (0.7)
199 0.1 = = 199 0.1
398 0.3 = = 398 0.3

i

12. RRRERFA ARG G

For the year ended 31st December, 2006, net profit of HK$6,123,000 (2005: BHE_ZTZNF+_A=Z=+—HLEFE RBRAK

net profit of HK$21,517,000) has been dealt with in the financial statements of

the Company.

RA B TR A B IR 2 AL 586,123,000/

T (ZEZTRF 475]21,517,0008 ) °
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For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE

&

13. DIRECTORS' AND EMPLOYEES' EMOLUMENTS 13. 5 N B8 2 B

(a) Directors’ emoluments (a) EZHE
The emoluments, pension and compensation arrangements paid or payable to HEZBRAEEEZRARBEERSE S
the directors and past directors for their services on the Company were as EREEZHe R REEZTHENAT:

follows:
2006 2005
HK$°000 HK$'000
TER FHET
Director's fees: EERE:
Executive Directors WITES - =
Independent Non-executive Directors B IEITES
— Mr. Lai, Yun-hung —FEBRMER A 10 -
— Mr. Mok, Hon-sang —REERAE 120 100
— Mr. Wong, Tik-tung — R ST A 120 100
— Mr. Wang, Jian-guo —FEBREE 110 100
360 300
Other emoluments: Hap 4 :
Executive Directors WITES
Salaries and other benefits e LEMER - =
Retirement benefit schemes contributions RURERIGHEI 5K - =
Independent Non-executive Directors B IENITES - =
360 300
(b) Employees’ emoluments (b) EEME

During the year, no directors of the Company were included in the five highest FRN ARAEFEIAEEREESEFMA
paid individuals of the Group (2005: two directors) whose emoluments are set T(ZETEF - MEEF) HleFBHR
out above. The emoluments payable to the five highest paid individuals (2005: X -ENEESEeTMALTzZMe (Z2Th

three individuals) were as follows: F=H) W

2006 2005
HK$°000 HK$'000
TER FHBIT
Salaries and other benefits Fa LH AT 963 385
Retirement benefit schemes contributions RORAE AT EI LR 42 19
1,005 404

The emoluments of individual employees were all less than HK$500,000. & 5l 1& & 2 Bl & & 5K 7 500,000 % T °
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For the year ended 31st December, 2006 BE_ZEENF+_H=+—HIFE

14. EARNINGS PER SHARE 14. &k & F|

BIRERAEF HIRIEARBRAEE ARIGG
#194,349,000/8 7T (T ZHF:121,518,000
BIL) RFEAB BT EBER 2 INEFHH
338,765,987 (== Z A F :333,816,0694%)

o
=1 4
Al =+ °

The calculation of the basic earings per share is based on the profit attributable
to the ordinary equity holders of the Company of HK$94,349,000 (2005:
HK$121,518,000) and the weighted average number of 338,765,987 (2005:
333,816,069) ordinary shares in issue during the year.

For the years ended 3 1st December, 2006 and 3 1st December, 2005, diluted BEHE_ZEERNFT_A=+—AHAK=_ZZT

EF+-A=+-HIFELTEBSEIR I

earnings per share has been presented even though there were no diluting

events during these years.

15. DIVIDENDS

No dividend was paid or proposed during both years, nor has any dividend

been proposed since the balance sheet date.

16. INVESTMENT PROPERTIES

DAZ2Y BiEEERF -

15. I 2

MIEFESEKENEZREEARE B4

B AR EZZ IR E RS

16. KEW =

HK$'000
TER
The Group REF
Fair value DVE
At Tst January, 2005 RZZZRFE—H—H 49,350
Fair value changes recognised U R R FER
in income statement NEEEH) 4,600
At 31st December, 2005 and RZEZERF+_A=+—8HK
1st January, 2006 —EERF-H—H 53,950
Disposals HE (5/424)
Fair value changes recognised R ERRIER
in income statement NEEED) 14,874
At 31st December, 2006 R-BEAF+-A=1+—H 63,400

[l
At
A
.
_H?
i
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For the year ended 31st December, 2006

6. INVESTMENT PROPERTIES (cont'd)

The fair value of the Group’s investment properties at 31st December, 2006
has been arrived at on the basis of valuation carried out on that date by Norton
Appraisals Limited (“Norton Appraisals”), independent qualified professional
surveyors not connected with the Group. Norton Appraisals has appropriate
qualifications and recent experience in the valuation of similar properties in the
relevant locations. The valuation, which conformed to The Hong Kong Institute
of Surveyors Valuation Standards on Properties (1st Edition 2005) published

by the Hong Kong Institute of Surveyors was based on open market value basis.

All of the Group's property interests held under operating leases to earn rentals
or for capital appreciation purposes are measured using the fair value model
and are classified and accounted for as investment properties. As at 31st
December, 2006, the carrying amount of such property interests amounted to
HK$63,400,000 (2005: HK$53,950,000).

The carrying amounts of investment properties shown above comprise:

Properties in Hong Kong held under:
FEEL
FEAFE KD

Long lease

Medium-term lease
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16. 1% & )

AEBREYWER _ZTEZF+_A=+—H
ZAFEE—REAESEEBE 2 BIYSERSE
RGN T SRR AR AR ([EHER
TFEI)DRZBETZHEAREEMTE -T2
R EEREEmE 2 AEA Y ¥EGERS
He BN BELSR ZBMGENES
EENEMESMBEMNYEGEEL (ZF
ZRFE—MR) WEAAMEEEEITE M-

AEERBEKLEHEFRFUARDES HIFEE
RaEzYEEE2FMNBAFERAGFE I
EFSBRARINEREDE-R_TTRFT

RBEBRATROFE 2%

“TA=ET—H ZEVERZIEASEA
63,400,000/ 7T (= Z A 4 : 53,950,000
JT) °
L EYE L RRERRE:
2006 2005
HK$'000 HK$'000
FHE T F& T
3,600 3,350
59,800 50,600
63,400 53,950
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For the year ended 31st December, 2006 BE_ZEENF+_H=+—HIFE
17. PROPERTY, PLANT AND EQUIPMENT 17. % BWE NZE
Furniture,

fixtures and

Buildings equipment Total
BRHE
BF L] #zg
HK$'000 HK$000 HK$000
FHET FTHET F#E T
The Group rEHE
Cost BZAE
At 1st January, 2005, R-_ZETRF—HF—H"
31st December, 2005, —EERF+-_A=+—8"
1st January, 2006 and —EERFE-H—HEK
31st December, 2006 —EERF+-A=1T—H 882 1,121 2,003
Depreciation and amortisation e R
At Tst January, 2005 RZZEZHE—HA—H 643 1,073 1,716
Charge for the year RNEFEMR 18 29 47
At 31st December, 2005 and R-ZEZERF+_A=+—H
1st January, 2006 R=FERF—-HA—H 661 1,102 1,763
Charge for the year RNEFEMR 18 17 35
At 31st December, 2006 RZEERF+ZA=+—H 679 1,119 1,798
Net book value REFE
At 31st December, 2006 R-BEXRE+=A=+—H 203 2 205
At 31st December, 2005 RZZEZRE+=-_A=+—H 221 19 240

The above items of property, plant and equipment are depreciated on a FatE - BERZEIEE ABEZER TIF

straight-line basis at the following rates per annum: RAERE:

Type Basis BEE B

Buildings Over the shorter of the unexpired period BF TR ERAFER R =T
of the land lease and 20 years (AR E RE)

Furniture, fixtures and equipment ~ 10% R HERERE 10%

At
A
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For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE

17. PROPERTY, PLANT AND EQUIPMENT (cont'd) 17. 9% BWER&E (8)

Furniture,
fixtures and

equipment
ER-KERRE
HK$'000
FERT
The Company N
Cost RANME
At 1st January, 2005, 3 1st December, 2005, RZZEZRE—A—H 2R +=HA
1st January, 2006 and 3 1st December, 2006 =t—H —ZEEZXF—F—HRK
—EERET-A=+—H 1,117
Depreciation e
At 1st January, 2005 RZETHF—H—H 1,072
Charge for the year RNEFE MR 29
At 31st December, 2005 and RZZEZRE+-_A=+—8K
1st January, 2006 —EERF-H—H 1,101
Charge for the year RNEFE MR 16
At 31st December, 2006 R-ZBERET-_H=+—H 1,117
Net book value IREFE
At 31st December, 2006 R-BBXRFE+=-A=+—H -
At 31st December, 2005 R-ZZZERF+-_HA=+—H 16
18. PROPERTIES HELD FOR DEVELOPMENT 18. FHEHRY =
HK$'000
FERT
The Group AEE
Cost RANME
At 1st January, 2005 RZZEZHE—HA—H 750
Addition NE 23,151
At 31st December, 2005 and RZEZRF+_A=+—HK
1st January, 2006 —EERF-H—H 23,901
Addition NE 26,386
Transfer to properties held for sale (See Note 24) EREREHEME (RHFE24) (50,287)
At 31st December, 2006 R-BBXRFE+=-A=+—H -

The Group's properties held for development are situated in Hong Kong and REBERERRMEMNETE W LAR M
held under medium-term lease. OESEER
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19. PROPERTY INTERESTS HELD FOR
DEVELOPMENT

B 7% ¥R 3% I &

BE-_TTAF+-A=+—ALEE

Y

19. BIERRE 2 EEm

HK$'000
FTHExT
The Group rEE
Cost RAE
At 1st January, 2005, 31st December, 2005, RZZEZERFE—H—RB —ZZERF
1st January, 2006 and 3 1st December, 2006 +—RA=1+—"H8 —BZXF—A-—HBEK
—EERF+-A=1+—8H 183,381
Impairment HIE
At 1st January, 2005, 31st December, 2005, RZZEZRF—A—H —_Z2ZTHF
1st January, 2006 and 31st December, 2006 +—A=+—8-—ZZXF—HF—HK
—ETRFE+-A=1+—H (183,381)
Net book value REFE
At 31st December, 2006 R-BEARF+=-A=+—H -
At 31st December, 2005 RZZEZRE+=-A=+—H -
Notes: B 5

The Group through a wholly-owned subsidiary (“SPV") has a property interest held for
development in Chenghai Royal Garden (the “Development Project”). The site with an
area of approximately 466,662 sq.m. (5,023,150 sq.ft) (the “Land") is situated at the
estuary of Xinjin River, Longhu District, Shantou, Guangdong Province, the People’s Republic
of China (the “PRC"). Pursuant to a Contract for Pre-registration of Grant of State-owned
Land Use Rights dated 5th August, 1992 (the “Contract”), SPV has been granted a pre-
registered land use rights of the Land by Shantou City Chenghai District Planning and
State-owned Land Resources Bureau (the “Chenghai Bureau”). The carrying amount of
the Development Project as recorded by the Group (the “Carrying Amount") is
approximately HK$183.4 million (equivalent to RMB195.1 million). Included in the Carrying
Amount is a payment of approximately HK$49.8 million (equivalent to RMB53 million) to
the Chenghai Bureau under the Contract (the "Amount Paid"). After submitting the
application for the land requisition to the Chenghai Bureau and upon the land use rights
of the Land being granted, SPV has to make a final payment of approximately HK$23.4
million (equivalent to RMB24.9 million) (the “Final Payment”). The deadline of the
application for the land requisition was 4th August, 1993 which had been extended four
times at the request of SPV to 16th July, 2004 (the “Deadline”). The Group believed that
SPV had the following entitlements or options under the Contract: (i) proceeds to apply
for the land requisition of the Land on or before the Deadline and settle the Final Payment;
(i) applies for an extension of the Deadline; or (jii) terminates the Contract and claim for
a refund of approximately HK$46.2 million (equivalent to RMB49.1 million), being the
Amount Paid (the "Amount Claimed").

REEEBR—2EWBAR ([SPV]) REEEBIE
BE([ZEER)BENEZERT - ZHEEBELD
5466,662F 15K (5,023,150 F 5 R) ([ZL#]) -
MR EANRKEME ([FHE]) EREIETENE
A O-BE-AN_ENARBIYI2EBE+
MEREFENER ([ZER]1) - SPVEILGEMEE
EREERLERB(BEER]) RBEBRBEET
ZTHHBL AR - AEESEERER 2K
EE ([1REE]) £4183,400,000/% 70 (SR AR
195,100,0007T) ° £ iR EI 18 F * 4749,800,000 # T
(%R AR#53,000,0007T) ZHEENTFTEEER
(TER&5E]) -MEEE RIERZE M B E% I ER
F 5 - i A 3 (55 A 4 I - SPVZE X2 423,400,000
Tt (F R A R%24,900,00070) 2 & & 58 ([&ER
M) BB FENHERASR—ANA=FN\AHN
B &ESPVZ B2k WELEHE-_TTUF LA+~
B(IZBRH]) AEBIBREZAR RASPY#HEE T
Z| 488 7o 2 B AR AR < (1) TE 5 PR A I R sk DA BT E 7T T30 A9
BB E KRB N RE M FG ()R BEEREZRE: ()R
IFZAERRERRED TS EHF 446,200,000
7T (ZER AK®49,100,0007T) ([RESHE]) -
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Notes to the Financial Statements
For the year ended 31st December, 2006

19. PROPERTY INTERESTS HELD FOR
DEVELOPMENT (cont'd)

Notes: (cont'd)

The Group considered that it was not the suitable time to proceed with the land requisition
and determined to request an extension of time. SPV therefore delivered a letter dated
19th April, 2004 to the Chenghai Bureau to request an extension of the Deadline but the
Chenghai Bureau refused to accept the letter and advised that such request should be
diverted to Shantou City Longhu District Planning and State-owned Land Resources Bureau
(the “Longhu Bureau”) and their supervisory bureau, Shantou City Planning and State-
owned Land Resources Bureau (the “Shantou Bureau”), since the authority and
administrative power over the Land had already been transferred to the Longhu Bureau
by that time. SPV then delivered letters of the same request to the Longhu Bureau and
the Shantou Bureau. Both bureaus however insisted that they would not consider the
request either and advised SPV to go back to the Chenghai Bureau for resolving the
matter. Given the insistence of the three bureaus in refusing SPV's request of extension,
SPV sought advices and assistance from Shantou Governmental authorities, but to no
avail.

In early July 2004, the Deadline became imminent and having considered that (i) extension
of the Deadline was unlikely in view of the unexpected and undesirable replies from the
bureaus; and (ii) the slowdown of luxury residential market in Shantou, the Group decided
not to proceed with the application for the land requisition and instead terminated the
Contract and requested the Chenghai Bureau to refund the Amount Claimed.

Between July 2004 and February 2005, SPV issued four letters of demand to the Chenghai
Bureau to notify the termination of the Contract and requested for a refund of the Amount
Claimed. SPV received three reply letters by which the Chenghai Bureau denied its
obligations for the refund on the allegation that the pre-registration relationship between
the parties under the Contract still existed. The Chenghai Bureau suggested the following
three alternatives for SPV's consideration:

1. SPV proceeds to apply for land requisition of the Land and settle the Final Payment
pursuant to the Contract despite of the Deadline; or

2. SPV applies for a portion of the Land with an area equivalent to the Amount Paid;
or
3 The Chenghai Bureau, upon the application from SPV for the termination of the

Contract, refunds the Amount Paid without interest after the Land is successfully
sold to third parties by the Chenghai Bureau.

Based on the opinion from a legal firm in the PRC, which has taken into consideration the
recent PRC policy for the granting of land issued by the Ministry of Land Resources, the
Group was in doubt as to whether the Chenghai Bureau could effect any of the above
alternatives. Further, if SPV accepted any alternative as suggested, then SPV would be
deemed to have waived its right in the Amount Claimed.
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Notes to the Financial Statements
For the year ended 31st December, 2006

19. PROPERTY INTERESTS HELD FOR
DEVELOPMENT (cont'd)

Notes: (cont'd)

The Group, after considered the further advice from the legal firm, decided not to accept
any of the above alternatives as suggested and initiated legal action against the Chenghai
Bureau for its entitlements under the Contract including but not limited to the Amount
Claimed.

Having considered the uncertainty in the recoverability of the Amount Claimed and any
other entitlements under the Contract, the Group made a full provision for an impairment
loss of HK$183,381,000 in the financial statements for the year ended 31st December,
2004.

On 19th April, 2005, SPV commenced legal proceedings by issuing a Writ of Summons
against the Chenghai Bureau. SPV requested Shantou City Intermediate People’s Court
(the “Intermediate Court") for the following issues in particular: (1) Examine the validity
of the Contract; (2) Terminate the Contract; and (3) Order the Chenghai Bureau to refund
the land cost of RMB53 million with interest to SPV. On 27th December, 2005, the
Intermediate Court notified SPV that the trial period had been extended for six months
and the trial would be expected to be adjudicated by the end of June 2006.

On 28th December, 2006, the Intermediate Court made the judgment in favour of SPV
as follows: (1) The Contract and other related agreements and correspondence are null
and void; (2) the Chenghai Bureau shall refund SPV the pre-payment in the sum of
RMB53 million and interest accrued from 28th April, 2005 to the date of settlement
within 10 days from the effective date of the judgment; and (3) the Chenghai Bureau
shall be liable for the court fees in sum of RMB285,020 and pay the same to SPV directly.

On 23rd January, 2007, the Chenghai Bureau submitted an application of appeal to the
High People's Court of Guangdong Province (the “High Court”) and SPV also sent out a
reply to the High Court on 13th February, 2007. According to the legal opinion of our PRC
lawyer, it is more likely that the High Court will sustain the judgment of the Intermediate
Court.

Up to the date of approval of these financial statements, the application of appeal is
pending for hearing.
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Notes to the Financial Statements
For the year ended 31st December, 2006

20. PREPAID LEASE PAYMENTS

The Group

Cost

At Tst January, 2005, 31st December, 2005,
Tst January, 2006 and 31st December, 2006

Depreciation and amortisation
At 1st January, 2005
Charge for the year

At 31st December, 2005 and
1st January, 2006
Charge for the year

At 31st December, 2006

Net book value
At 31st December, 2006

At 31st December, 2005

The Group's non-current prepaid lease payments

shown above comprise:

Leasehold land in Hong Kong:
Long lease

Medium-term lease

B 7% ¥R 3% I &

HE_—_ZZTN

Fr_HA=+—HIFE

20. AN ERIAE

HK$'000
FEx
REE
RAE
R_ZEERF—A—H —ZTZTHF
+-A=+—H8 —FEFEXF—A—HBK
—ETRF+_-_HA=+—H 12,958
ER#H
RZZEZRF—F—H 3,225
AEEZ R 33
R_ZEZERF+-_A=+—8K
—EERF—H—H 3,258
AEEMR 34
R-EZEF+_-_A=+—H 3,292
BREFE
R-ZEEXF+=-A=+—H 9,666
R—_ZEERF+-_A=+—H 9,700
2006 2005
HK$'000 HK$'000
FHE T F&T
AREE EXFIRIERETER
HEFERIE:
REBZHEE L H:
REHEL 9,446 9,460
AR ERFE 49 220 240
9,666 9,700

82 CHI CHEUNG INVESTMENT COMPANY, LIMITED Annual Report 2006
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For the year ended 31st December, 2006

B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

21. INTERESTS IN SUBSIDIARIES/ADVANCES TO  21. Ki B R RIS /& S Kl B
SUBSIDIARIES NCIF/SE|
2006 2005
HK$'000 HK$'000
THT FHET
The Company AT
Unlisted shares, at cost IE LAy RAME 192,070 192,070
Capital contribution EE 5,888 3,632
Less: impairment loss recognised in VR NGk ¥ o
respect of the investments in subsidiaries REEE (13,854) (10,391)
184,104 185,311
Advances to subsidiaries I B A FIF0A 682,178 666,404
Less: impairment loss recognised in R BE S B B A B RIE
respect of the advances to subsidiaries R ZIBEEE (464,712) (458,668)
217,466 207,736
Capital contribution represents imputed interest on interest-free advances to X & 35 B (K B8 R 7l & 8 KB ATt 2 & & 7
subsidiaries. B
The advances to subsidiaries, net of allowances are unsecured. Included in the BB AT RIE (R ES) AEER-R =
balance as at 31st December, 2006, the amount of HK$167,462,000 (2005: ZERNFE+_A=1+—"Bz&FH BFE—%
HK$153,358,000) is interest-bearing. In the opinion of the directors, the 167,462,000 L 25t BB (ZEZTH

Company will not demand repayment within one year from the balance sheet
date and are therefore considered as non-current. The directors of the Company
estimate the advances by discounting their future cash flow at the prevailing
market borrowing rate. The directors of the Company consider that the carrying

amount of advances to subsidiaries approximate to their fair values.

Particulars of the Group's principal subsidiaries at 31st December, 2006 are set

out in Note 39 to the financial statements.

%:153,358,000/870) - EEFR A AR AK T
SERNEEHE —FRER BtEE A
ME o ARAREFIRERTIGEERN ERTHRZ
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B 7% ¥R 3% I &

For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE
22. INTERESTS IN ASSOCIATES/ADVANCES TO  22. B & R Rl &/ &\ (< B &
ASSOCIATES A A KA
The Group The Company
rEE KAF
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
TER T T T FHET
(a) Interests in associates (a) BHERFER
Cost of investments in Bt N RlHR & P AN
associates —BHBIELTAR]
— Unlisted in Hong Kong 103,252 103,252 - -
Share of post-acquisition FriG U iE @ -
profits, net of dividends HERE WA S
received (Note ii) (&) 225,900 143,093 - =
329,152 246,345 - —
(b) Advances to associates (b) BfIEELAE
Interest-bearing advances to NN U
associates (Note iii) FRIA (Bf i) 90,742 96,028 9,500 9,500
Interest-free advances to BNBERRRE
associates, net of IR (FOBRZEEME)
allowances (Note iv) (Bt aEiv) 99,979 99,977 - =
190,721 196,005 9,500 9,500
Less: impairment loss B RERZRE
recognised (Note i) EE (MEED (83.810) (71,249) - =
106,911 124,756 9,500 9,500
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Notes to the Financial Statements
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22. INTERESTS IN ASSOCIATES/ADVANCES TO
ASSOCIATES (cont'd)

(b) Advances to associates (cont'd)

Notes:

0) The movements in provision for impairment loss recognised in respect of advances

B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

22. Bt BN R RERS B B
UNEIES=RE )

(b) BBEARAFHE )

(i) FBENEZ2ARFERRZAEBRREES

to associates are as follows: m:
2006 2005
HK$'000 HK$'000
FER FHET
At 1st January, 2006/2005 W-ZTTXRE/ZZTTHF
—H—H 71,249 72,269
Impairment loss recognised during the year FANHERREEE 13,477 4
Amount due from an associate written off Gl NN (19) -
Write-back of allowance for amount Bl UG
due from an associate KRR (897) (1,024)
At 31st December, 2006/2005 R=BERF—FELF
+TZA=+—H 83,810 71,249
(i) The investment properties of the associates were revalued at 31st December, (i) BERARRBEVMENR_ZTZTF+_A="1—
2006 on the basis of a valuation carried out on that date by Norton Appraisals. The HiR & BT E R 7Z B 3&??216@7%%\\
Group recognised an interest in the fair value gain on the investment properties of éﬁ REE D R E QA & BWMER=
the associates of HK$80.4 million (net of deferred tax impact of HK$16.6 million) ERFT+ZA=+t—"B2ZAFEKE fE i

as at 31st December, 2006. Details are set out in Note 9 to the financial statements.

(i) Except for an amount of HK$9,500,000 (2005: HK$9,500,000) which bears interest
at 6.75% (2005: 6.75%), the remaining balances of interest-bearing advances to
associates bear interest at Prime minus 2.75%. The advances are unsecured and
the Group will not demand repayment within one year from the balance sheet
date and are therefore considered as non-current. The directors of the Company
consider that the carrying amount of advances to associates approximate to their
fair values.

(iv)  The interest-free advances are unsecured and the Group will not demand repayment
within one year from the balance sheet date and are therefore considered as non-
current. The directors of the Company estimate the fair value of the interest-free
advances by discounting their future cash flow at the prevailing market borrowing
rate. The directors of the Company consider that the carrying amount of interest-
free advances approximate to their fair values.

Particulars of the Group's principal associates as at 31st December, 2006 are

set out in Note 40 to the financial statements.

80,400,000/5 7T (0 Ilﬁ B IE 2
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Notes to the Financial Statements
For the year ended 31st December, 2006

22. INTERESTS IN ASSOCIATES/ADVANCES TO
ASSOCIATES (cont'd)

(b) Advances to associates (cont’d)

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

set out below:

B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

).

N

22 BN T RERS BN B
’Au%ﬂlﬂ%)

(b) BEEARAFHE )

AREBBERB ZMBERBANT

2006 2005

HK$'000 HK$'000

FERT FH&T

Total assets BEMRRE 1,426,413 1,160,507
Total liabilities BERSE (556,208) (514,533)

Net assets BEFE 870,205 645,974

Group's share of net assets of associates AEE RS N REEFE 329,152 246,345

Turnover LR 46,465 36,681

Profit for the year AREF i 7| 228,390 274,106

Group's share of results of associates for the year REEEERFERE AR Z
(See Note 9) E4& (RKIEE9) 84,886 100,977

23. AVAILABLE-FOR-SALE FINANCIAL ASSET

The Group and the Company AEEREKAT
Club debenture, at fair value eHES AFE
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Notes to the Financial Statements B 75l R B 5T

For the year ended 31st December, 2006 BE_ZEENF+_H=+—HIFE
24. PROPERTIES HELD FOR SALE 24 FELEME
2006 2005
HK$'000 HK$'000
FTET FiHB T
The Group rEHE
Properties held for sale BIELEME 28,796 28,796
Transfer from properties held MIFEERDEEA
for development (Note 18) (MIsE18) 50,287 =
79,083 28,796
Less: impairment loss recognised B B R REEE (600) -
78,483 28,796

At 31st December, 2006, the directors of the Company reviewed the carrying RZBZERF+ZA=+—HB KRAEEHE
value of the properties held for sale with reference to current market situation SR[AITAREHEBRFEHREZI[FIEHE
and the estimated selling price of the properties held for sale provided by Norton MEGAEBEHFELEME L FE SR
Appraisals. An impairment loss of approximately HK$600,000 (2005: HK$Nil) REE2RFIEHENEZAIRESREELD
was made by reference to the recoverable amount of the properties held for ~ 600,000/ T 2 BEEE (T T A F : TE

sale. JT) °

25. DEBTORS, DEPOSITS AND PREPAYMENTS 25. RUYRTIA & R TR FIR
The Group and the Company REBRAEAD

The directors of the Company consider that the carrying amounts of the Group's ~ AR AIEFERRAKE KA QA2 BIKE 58
and the Company's trade debtors approximates to their fair values. BrRESEEARNTEES-

The Group &g

Included in debtors, deposits and prepayments are trade debtors of HK$2,000 JEWBRIE & REMNFIRBERKE ZIRIA
(2005: HK$68,000) comprising mainly rental receivables which are billed in 2,000 7T (ZFEFTHF:680008TT) EER
advance and settlements are expected upon receipt of bills. The following is an BARYREZRKAS YERBART KN

aged analysis of trade debtors at the balance sheet date: BEREREN RNEEARKESEREZ Rk
DT :
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Notes to the Financial Statements
For the year ended 31st December, 2006

25. DEBTORS, DEPOSITS AND PREPAYMENTS
(cont'd)

Within 30 days =THR
31 — 60 days =+—Z"+H
Over 60 days ANTHRE

26. CASH AND CASH EQUIVALENTS

B 7% ¥R 3% I &

BE-_TTAF+-A=+—ALEE

25. FEURBRIE -1 & M FE X IE

(#8)
2006 2005
HK$'000 HK$'000
FTEx TAET
2 14
- 12
- 42
2 68

26 REe MR EFERIEH

The Group The Company
EME NN

2006 2005 2006 2005
HK$000 HK$'000 HK$'000 HK$'000
FER FHEIT TER FHBIT
Cash at banks and on hand RITERKEA S 1,400 1,030 611 422
Time deposits T HiTF R 186,500 194,100 183,300 194,100
187,900 195,130 183,911 194,522

The time deposits of the Group and the Company carry interest rate ranging
from 3.7% to 4.0% (2005: 3.9% to 4.0%) per annum and these deposits had

maturity within 3 months.

The directors of the Company consider that the carrying amount of the Group's

and the Company's cash and cash equivalents approximate to their fair values.

27. CREDITORS AND ACCRUALS

The Group and the Company

There were no trade payables included in creditors and accruals as at 31st
December, 2006 and 2005. The directors of the Company consider that the
carrying amount of the Group's and the Company'’s creditors and accruals

approximate to their fair values.
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Notes to the Financial Statements
For the year ended 31st December, 2006

28. PROVISION FOR A LITIGATION CLAIM

The Group and the Company

A finance company (in liquidation) (the “finance company”) served a writ and
claimed against the Company for an amount of approximately HK$8.4 million.
The claim related to a margin loan granted to the Company for the dealing of
securities between the years of October 1996 and January 1998. The Company
filed a Defence and Counterclaim in December 2004 and the finance company
also filed their Reply and Defence to Counterclaim in January 2005. The Group
made a provision of approximately HK$8.4 million in 2004 for the claim. In
January 2006, upon seeking legal advice including London QC opinion, the
Company paid the finance company a sum of HK$8.3 million for full and final
settlement of all claims of the finance company. 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.

The directors of the Company consider that the carrying amount of the Group's

and the Company'’s provision for a litigation claim approximates to its fair value.

Apart from disclosed as above, the Group and the Company did not have any

provision for litigation claim as at 31st December, 2006 and 2005.

29. LOANS FROM MINORITY SHAREHOLDERS OF
SUBSIDIARIES

The Group

The loans are unsecured and non-interest bearing. The directors of the Company
consider that the minority shareholders will not demand for repayment within
one year from the balance sheet date and are therefore shown in the balance
sheet as non-current. The directors of the Company consider the fair value of
the loans by discounting their future cash flow at the prevailing market borrowing
rate and consider that the carrying amount of the Group's loans from minority

shareholders of subsidiaries approximates to their fair values.

B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

28. RIEFAREME
ARBREAT

—MEEFZUBEAR ([HEAR]) AR
AR SR K AR D F)E S — 248,400,000
;%EZ%%’EOa%Lﬁ%%’ETJFiﬁf%fﬁm/—ﬁ

’“ﬂZﬁJﬁ,: ZEE/%U«LV RIER=Z
FrARRMBERRBER" ﬂﬁsiﬁﬁ‘i
NER-_ZETAF—ARKERE &JiEE/%z
NMERE-AEEER _STHNERBRELRD
8,400,000 T 2 BE AN ARIRB K EEZER
(BPiERBEHAREZMEEER) & K
/‘—\Efﬂﬁmﬂ%@ﬂﬁﬁﬁ%ﬁ@rﬂaﬁ%ﬂﬁﬂ{’ﬁ
Hj8300oooi’éch%%ﬁu?ﬂ&Eﬁ“
REABMHRER aFEZRNMER=_ZZT A
i—ﬂ:+Ehﬁ%LA%ﬁEﬂﬁz%ﬁ%ﬁ;ﬁ@sﬁ

/NG

ARAREBEERR AEBRAREZREFFR

BEzEESEERATEMEE
BEXFHBEESN AEERARAR_TE
AFR-BERF+-AS+—BUBEAR
18 3 2 -

29. B~ Rl D EBIR B

REHE

ZEEFRBEEARRRE -ARREERAS
HRRBIERNEERR—FAERER
HEREEABRIRIRD AAREFTKE
BHSEENXFRAZEERZRARRASRE
MEERERFE XRBRANEEREMEA A
PEBRRERZEESEEAQTERE-

DE\L

H

0

TRFEFR EHEEXERAA

Ul
A

89




Notes to the Financial Statements
For the year ended 31st December, 2006

30. ADVANCE FROM AN ASSOCIATE

The Group

The amount is unsecured and non-interest bearing. The directors of the Company

consider that the associate will not demand for repayment within one year from

the balance sheet date and is therefore shown in the balance sheet as non-

current. The amount was fully settled during the year ended 31st December,

2006. The directors of the Company consider that the carrying amount of the

Group's advance from an associate approximates to its fair value.

31. DEFERRED TAXATION LIABILITIES

The Group

The following are the major deferred taxation (liabilities) and assets recognised

by the Group and movements thereon during the current and prior reporting

periods:

At Tst January, 2005

Credit (charge) to the income
statement for the year
(See Note 11)

At 31st December, 2005
and 1st January, 2006
Credit (charge) to the income
statement for the year
(See Note 11)

At 31st December, 2006

B 7% ¥R 3% I &

BE-_TTAF+-A=+—ALEE

AKX
ESNAN

30. B EIET

FEE

ZEFASEERERE ARREETR S
BRAETEREEARE —FRNERET B
HREERBERI AR - ZERRSRE
E_ETRFET A=+ —HIEFERHE
B-ANRBEZR/ANEB R B E QR BN
ZHEHERELRNFERE-

3. RERARE
AEH

AT RASBENAE KRBT R RARER 2T
BEEHAE (AR BEEREES:

Revaluation Accelerated
of investment tax Tax
properties depreciation losses Total
REWF hnze
B HBTE HEEE &5t
HK$°000 HK$°000 HK$°000 HK$'000
FERT FERT FERT FET
R-ZEZERF—HF—H (1,692) 136 937 (619)
BA{8) AFE
Wsnsk (RKTFET1)
193 (112) (472) (391)
RZZZRF+_A=+—H
M= RF—H—H (1,499) 24 465 (1,010)
BAH8) AFE
Wansk (RKIFET1)
245 (5) (465) (225)
R-ZBEBEXRE+=-H=+—H (1,254) 19 - (1,235)
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31. DEFERRED TAXATION LIABILITIES (cont'd)

For the purpose of balance sheet presentation, certain deferred taxation assets
and (liabilities) have been offset. The following is the analysis of the deferred

taxation balances for financial reporting purposes:

Deferred taxation assets BRI E E
Deferred taxation liabilities REFIHAE

At the balance sheet date, the Group had not recognised deferred tax assets in
respect of tax losses of HK$201,387,000 (2005: HK$206,669,000) due to the
unpredictability of future profit streams. The unrecognised tax losses may be

carried forward indefinitely.

B 7% ¥R 3% I &

BE-_TTAF+-A=+—ALEE

31EEMRERE (B)

REERBRZEZVNNTAME & TRERIA
BEN (BE) CRBH - EMBRBRAEZE
R IBERSTWOT:

2006 2005
HK$'000 HK$'000
THET T T
19 489

(1,254) (1,499)

(1,235) (1,010)

REZE R BRENTEARENZE NEE
RIS E518201,387,0008 T (TR &+
206,669,000/ 7T ) HERIEET IR & = o R ER
ZHISEIB e @ KA
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B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

32. SHARE CAPITAL 32. IR
Number Share
of shares capital
R E R [ZN
HK$'000
THERT
The Group and the Company FEERADE
Ordinary shares of HK$0.01 each BREECOET EER
Authorised: ETE
At 1st January, 2005, 31st December, 2005, RZEZRFE—A—H:
1st January, 2006 and 31st December, 2006 “ZTRFEF+-_A=+—QH"
“ETRF-A-BR
—EERFT_H=1—H 50,000,000,000 500,000
Issued and fully paid: BETRER:
At 1st January, 2005 RZZETRE—A—H 282,305,987 2,823
Allotted on share placing PR AR B 5 B B B 56,460,000 565
At 31st December, 2005, 1st January, 2006 RZZZRE+-_RA=+—8H"
and 31st December, 2006 “ZTEREF-HA—HK
—EERF+HA=+—H 338,765,987 3,388

On 2nd February, 2005, 56,460,000 shares of the Company were issued and
allotted to independent investors pursuant to a placing agreement entered into

between the Company and its placing agent on 24th January, 2005.

33. RESERVES

The Group
The amounts of the Group's reserves and the movements therein for the current

and prior years are presented in the consolidated statement of changes in equity.
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33. RESERVES (cont'd)

B 75 R I o
BE-_TTAF+-A=+—ALEE

33. fw e (48)

The Company AN
Special
Contribution capital
from Share reserve Accumulated
shareholders  premium 1&11 losses Total
5 Bl B A
BREXE ROEE FEIRI Rt B8 et
HK$'000 HK$'000 HK$'000 HK$'000 HKS$000
TET TERT TERT FTERT TERT
At 1st January, 2005 W-ZEREF—A—H 117,054 442,917 54,720 (103,204) 511,487
Amount received from share placing &7 BL & P15 2R - 53,072 - = 53,072
Issue cost on share placing RN BLE 2 AT - (829) = = (829)
Transfer upon issue of shares PR A7 B & AT AR D B
for share placing (Note) B (fisE) - - (54,720) 54,720 =
Profit for the year REF m ) - - - 21,517 21,517
At 31st December, 2005 MNZZETRFE+_-A
and 1st January, 2006 =T—BARZZTRF
—A—H 117054 495,160 - (26967) 585,247
Profit for the year REEGF - - - 6,123 6,123
At 31st December, 2006 R=ZBZXE+=A
=+-A8 117,054 495,160 = (20,844) 591,370
Note: B 5 -

As part of the capital reorganisation, an order on petition dated 7th October, 2003 (the VEARIE AT A — 25 hiE A REFNEEERERTH
EEEEER_TE=F+HEHRBBRERRAR
7X296,536,000/8 L2 2 & H G < ([H<]) - 1RE
W ARAERT Lt § 245,025,000 7T
HER-ZZEZ-_F+_A=T—HZRAEE #T
51,511,000 L&A [HFRIRAFEEIIRE -

“Order") was issued by the High Court of Hong Kong Special Administrative Region of the
People's Republic of China in connection with the reduction of the capital of the Company
for an amount of HK$296,536,000. Pursuant to the Order, the Company applied
HK$245,025,000 of the above amount to eliminate its accumulated losses as at 31st
December, 2002 while the remaining balance of HK$51,511,000 was included in a “Special
Capital Reserve 1" account.

The Company also undertook that any future recoveries of the advances to Super Series AATFE A AREREBRNFAATDIRESR
EXSMHE 2 A2 &M B R Rl Super Series Limited
ZREBHEEMBR 2 EE SR 2B AR
[HF Bl B AS & 8 11 A it - i & Super Series /& 21
3,209,000/ 7T 2 Y a5 B B %R o

Limited, a former wholly-owned subsidiary of Company, which was disposed of under the
Asset Transaction, beyond their written down value had to be credited to “Special Capital
Reserve II". Accordingly, the gain on disposal of Super Series amounting to HK$3,209,000
was included in this reserve.
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Notes to the Financial Statements
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33. RESERVES (cont'd)

Note: (cont'd)

It was also provided in the Order that, notwithstanding the above undertaking, the amount
standing to the credit of the Special Capital Reserve | & Il might be reduced by the amount
of any increase in the paid-up share capital or the amount standing to the credit of the
share premium account of the Company as the result of the payment up of shares by the
receipt of the new consideration or capitalisation of distributable profits after 8th October,
2003, the effective date (the “effective date”) for capital reduction.

The Company had increased its issued share capital and share premium account up to
the requirement of the Order for reduction of the Special Capital Reserve | & Il by the
issue and allotment of shares for cash consideration from the effective date up to year
ended 31st December, 2005. Accordingly, based on legal opinion, the total amount of
HK$54,720,000 standing to the credit of the Special Capital Reserve | & Il can be totally
reduced and transferred to the retained profits/(accumulated losses) of the Company.

In the opinion of the directors of the Company, the Company had no reserves
available for distribution as at 31st December, 2006 and 2005.

34. MAJOR NON-CASH TRANSACTIONS

For the year ended 31st December, 2006, the Group had the following major

non-cash transactions:

(i) the Group had incurred costs for additions of properties under
development of approximately HK$26,386,000 of which approximately
HK$7,117,000 had not been paid as at 31st December, 2006 which

was included in creditors and accruals; and

For the year ended 31st December, 2005, the Group had the following major

non-cash transactions:

(i)  the Group applied for the voluntary winding-up of certain subsidiaries
and the loans from the minority shareholders amounting to
HK$39,228,000 were written off;

(i)  the Group had incurred costs for additions of properties under
development of approximately HK$23,151,000 of which approximately
HK$5,097,000 had not been paid as at 31st December, 2005 which

was included in creditors and accruals; and

(i) the Group had received dividend income of approximately
HK$14,000,000 from an associate by way of set off against the advance

from the associate.
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34. FE2IFBERF

HE—
EEET

EERFT_A=+—HLEE K&
TIEBRFRRERS

() AEBEEEREERIWEZRRL
26,386,000/ 70 EH B EF AN ERIE K&
FEETE R 247,117,000 TR —EZ X
F+_A=t+—HBHEEAZT: R
HE-_ZTRE+_A=+—HLEFE &&
EEETTIEBEERERS

() AEERETHBEARBEBZARESS I
E i 35 2 ZA% R B 339,228,000 It ;
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Notes to the Financial Statements
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35. OPERATING LEASE COMMITMENTS

The Group as lessee

Minimum lease payments under operating leases

in respect of office premises during the year

At the balance sheet date, the Group had outstanding commitments under

non-cancellable operating leases, which fall due as follows:

—FRN

Within one year

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

its office premises. Lease is negotiated for a fixed term of two years.

The Group as lessor
At the balance sheet date, the Group had contracted with tenants for the following

future minimum lease payments:

B 7% ¥R 3% I &

BE-_TTAF+-A=+—ALEE

35, & E A &

RAFEERARRENELZ
EEBORERES

FEBEREBEA
2006 2005
HK$'000 HK$'000
FEx TAT
78 58

REER AKETABUEERHEO ZRER
AGER T 5 B 2

2006 2005
HK$°000 HK$'000
FTET THT
83 10

EERHENHESRAEEREETHAEMERE
Nzl& - BOSWFER — Ko

REBERHEA
REER AEECDH NI B EXEHESREE
FaI4:

2006 2005

HK$°000 HK$'000

FERT FBIT

Within one year —FR 461 629
In the second to fifth year inclusive BE_ZEZhF (BEERWE) 329 210
790 839

The investment properties of the Group are expected to generate annual rental
yields of approximately 6% on an ongoing basis. All of the properties held have

committed tenants not exceeding approximately three years.

36. COMMITMENTS

The Group and the Company did not have any significant capital commitments
at 31st December, 2006 and 2005.

A 18 Y TR S G A 40 6%
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Notes to the Financial Statements
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37. RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit schemes:

(i)  the provident fund scheme as defined in the Mandatory Provident Fund
Schemes Ordinance, Chapter 485 of the laws of Hong Kong (the “MPF

Scheme"); and

(i) the provident fund scheme as defined in the Occupational Retirement
Schemes Ordinance, Chapter 426 of the laws of Hong Kong (the “Top-

up Scheme”).

Both the MPF Scheme and the Top-up Scheme were defined contribution
schemes and the assets of both schemes were managed by their respective

trustees accordingly.

The MPF Scheme was available to all employees aged 18 to 64 and with at
least 60 days of service under the employment of the Group in Hong Kong.
Contributions were made by the Group at 5% based on the staff's relevant
income. The maximum relevant income for contribution purpose is HK$20,000
per month. Staff members were entitled to 100% of the Group's contributions
together with accrued returns irrespective of their length of service with the
Group, but the benefit was required by law to be preserved until the retirement
age of 65. Forfeited contributions of MPF Scheme cannot be used by the Group

to offset the existing level of contributions.

The Top-up Scheme was available to those employees with basic salary over
HK$20,000 and/or years of service over 5. Contributions to the Top-up Scheme
were made by the Group at 5%, 7.5% or 10% of staff's basic salary (depending
on the length of service) less the Group’s mandatory contribution under the
MPF Scheme. Staff members were entitled to 100% of the Group's contributions
together with accrued returns after completing 10 years of service or more, or
attaining the retirement age, or were entitled at a reduced scale between 30%
to 90% of the Group's contributions after completing a period of service of at
least 3 years but less than 10 years. The Top-up Scheme allowed any forfeited
contributions (made by the Group for any staff member who subsequently left
the Top-up Scheme prior to vesting fully in such contributions) to be used by

the Group to offset the current level of contributions of the Group.

The Group's cost for the MPF Scheme charged to consolidated income statement
for the Year amounted to HK$87,000 (2005: HK$55,000).

During both years, no employee of the Group was entitled to the benefit of the
Top-up Scheme and no contributions had been made by the Group to the Top-

up Scheme.
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38. RELATED PARTY TRANSACTIONS

Saved as disclosed in Note 21 and Note 22 to the financial statements as
above, the Group had entered into transactions with related parties which, in
the opinion of the directors, were carried out in normal commercial terms and

in the ordinary course of the Group's business as shown below:

Key management personnel remuneration
Remuneration for key management personnel is disclosed in Note 13(a) to the

financial statements.

During the year, the Group had the following material transactions with related

parties:

B 7% ¥R 3% I &

BE_FENFFT_A=1+—HUFE

3. HEALR S

B BTG ER R M 21 BB 22 I R B A
AEBMERBEALIVITIINRS MESER
%ﬁ%ﬁ%ﬁ%$%§5ﬁ¥%@&$ﬁ£%
[HEIC T4

T2EEAEBME
TEEEABZBER

o

B SRR MY sE 13 (a)

FAAEECERBEATETIIRS

2006 2005
HK$'000 HK$'000
FEx FAT
Rental paid to a fellow subsidiary XN TFRRAMBARZES
(Note i) (B &ED) 78 58
Interest income on advances to associates SR A RIRIE 2 F SR A
(Note ii) (B &Eii) 4,855 3,557
Imputed interest income relating to interest-free BNBENRIREFIEZ
advance to an associate HEMEWA 924 906
5,857 4,521
Notes: B 5 -

0) During the year, the Company renewed the sub-lease agreement with Chinese
Estates, Limited (“CEL"), a wholly owned subsidiary of Chinese Estates Holdings
Limited. Pursuant to the renewed sub-lease agreement, CEL sub-leases the office
premises at Room 103, 1st Floor, MassMutual Tower, 38 Gloucester Road, Wanchai,
Hong Kong to the Company for the period from 1st March, 2006 to 31st December,
2007 at a monthly rental of HK$6,881.

(i) Interest was charged on outstanding balance during the year.

None of the related party transactions constituted discloseable non-exempted
connected transactions or non-exempted continuing connected transactions

under the Listing Rules.

() FA-AAR A EChinese Estates Holdings
Limitedz 2 EM B R AIEABEXEER A A
(f%%J)%ET"ET%E%**EWE%IE%%ET%%'
EEMARRD AN EBET S TITEISH
EEER Kﬁlﬁmsizﬁ#"*%% HHEA
—EERF=A-HRBRE_TT+F+=-AR=
+—H1E- A A6,8814 T
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Notes to the Financial Statements B 1% 2k I 5
For the year ended 31st December, 2006 BE_ZEEXNF+_H=+—HIFE

39. PARTICULARS OF PRINCIPAL SUBSIDIARIES 39. BB RRIFEE

The directors of the Company are of the opinion that a complete list of the RAFIBEEFRR/IE2HMBRARERGSRE
particulars of all subsidiaries would be of excessive length and therefore the BEARTR M TRABER_ZZTRE+=
following list discloses only the particulars of those subsidiaries as at 31st R=+—RYXEBEXEXEEFEEZXE
December, 2006 which principally affect the results or assets of the Group. ZHBRARZFEe

Proportion of
nominal value

Fully paid of paid-up capital/

Place of Class of share/  share capital/ registered capital
incorporation registered registered  held by the Company
or operation capital held capital PN =
Name of subsidiaries o AR 3 ke, #BRRA/ BEREXZMEKRZE Principal activities
(ol NCTECR oA e B = AR A< 8 5l = i R A< HEZBEDL TEXK
Directly Indirectly
HE L3
Comford Tower Limited ~ Republic of Liberia Ordinary US$1 — 100% Investment holding
Filbt B S A Rl E REER
Country Homes Limited Hong Kong Ordinary HK$200 - 100% Property investment
0 gl 200/ 7T ESPE
Non-voting HK$164,400
deferred ordinary
BREEETERR 164,400 7T
Non-voting HK$1,000
deferred founder
BRERETAIAK 1,000 7T
Country Honour Limited Hong Kong Ordinary HK$2 = 100% Property investment
HEERAA BB EER 28T MERE
Farnell Venture Inc. British Virgin Islands Ordinary US$1 - 100% Investment holding
HEERRES Eiaik 1£7T REER
First Castle Limited British Virgin Islands/ Ordinary US$1 — 100% Property investment
Hong Kong il E WMERE
HBRBARES,/
Bk
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For the year ended 31st December, 2006 BE_ZEENF+_H=+—HIFE
39. PARTICULARS OF PRINCIPAL SUBSIDIARIES 3. TEMMEB ARG (B)
(cont'd)

Proportion of
nominal value

Fully paid of paid-up capital/

Place of Class of share/  share capital/ registered capital
incorporation registered registered  held by the Company
or operation capital held capital b NG =
Name of subsidiaries o AR 3 FEke,/ BRBRA/  BEREXZMEKRZE Principal activities
B S 2 R & B oA e B = AR 2% 8 5l = i IR A< HEZBEDL TEXK
Directly Indirectly
HE L3
Konshing Enterprises Hong Kong Ordinary HK$1,000 - 51%  Property development
Limited Bk Rl 1,000% 7T MERER
BREACEERRA
Lucky Guide International Hong Kong Ordinary HK$2 — 51% Property investment
Limited Bk Rl 2B MERE
BHERERAR
Moregift Investments Hong Kong Ordinary HK$10,000 100% — Property holding
Limited B0 gl 10,000/ 7T ESEEC)
Sanewing Investments Hong Kong Ordinary HK$10,000 - 100% Property trading
Limited Bt gl 10,000/ 7T NEEE
FRREBRRAR
Union Spark Investment Hong Kong Ordinary HK$2 - 100% Investment holding
Limited 0 AR 28T REER
FREBRAT
View Success Investments Hong Kong Ordinary HK$2 = 100% Property investment
Limited N Eiaik 28T and trading
KRFREBRAA MEREREE

None of the subsidiaries had any loan capital subsisting at the end of the year 158 4% A (] BT B8 22 ) 74 4F 48 BRF S AN 4R T O frT B
or at anytime during the year. 17 AL el {8 & AR AR -
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40. PARTICULARS OF PRINCIPAL ASSOCIATES

The following list contains only the particulars of associates, all of which are
unlisted corporate entities, which principally affect the results or assets of the

B 7% ¥R 3% I &
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40. T EH 2 N AIFIS

ATIEHAEE REREEEERREL
BERR (2HARFLTZARER) 25

Group: 15
Percentage
of equity
Place of Class of share/ Fully paid attributable
incorporation registered share capital/ indirectly
and operation capital held registered capital to the Group
Name of associates AL K RS/ BERA/  AEEMEEL  Principal activities
BENTER R 2 AR A ER AR A REBDL TEEH
Eam Elite Development Limited Hong Kong Ordinary HK$2 50% Property investment
BT RERARRDT 30 EBR 28T MERE
Finedale Industries Limited Hong Kong Ordinary HK$9,999 331/3% Property investment
EHEXBRATF B ] 9,999%7T MEEE
Healthy Point Limited Hong Kong Ordinary HK$2 50% Property investment
BAERE AT BB TBR 28T MERE
Non-voting preferred HK$1
ERZRBER &

41. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the current
year's presentation.

42. POST BALANCE SHEET EVENT

As contained in the Company’s announcement on 13th September, 2006 and
the circular dated 4th October, 2006, the Group entered into a sale and purchase
agreement to dispose of an investment property at a consideration of HK$11.2
million. The disposal had been completed on 28th February, 2007 and did not
result in significant gain or loss based on the book value of the investment
property as at 31st December, 2006.

43. AUTHORISATION FOR ISSUE OF FINANCIAL
STATEMENTS

The financial statements were approved and authorised for issue by the Board
of Directors on 13th March 2007.
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