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For the year ended 31 December 2006

1.

GENERAL

The Company is a public limited company incorporated in the Cayman Islands
and its shares are listed on The Stock Exchange of Hong Kong Limited (“Hong
Kong Stock Exchange”). The immediate holding company as at 31 December
2006 is China Resources (Holdings) Company Limited (“CRH”). The directors
regard the ultimate holding company of the Company to be China Resources
National Corporation (“CRNC”), a company incorporated in the Chinese
Mainland. The addresses of the registered office and principal place of business
of the Company are disclosed in the Corporate Information of the annual

report.

The consolidated financial statements are presented in Hong Kong dollars,
which is different from the functional currency of the Company, Renminbi
(“RMB”) as the Company is a public company incorporated in Hong Kong with
the shares listed on the Hong Kong Stock Exchange, where most of its investors
are located in Hong Kong and therefore, the directors consider that Hong
Kong dollars is preferable in presenting the operating result and financial
position of the Company and the Group. The majority of the Company’s
subsidiaries are operating in the Chinese Mainland with RMB as their functional

currency.

The principal activities of the Group are property development, investment

and management.

APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the first time, a number of new
Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations (hereinafter collectively referred to
as the “new HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which are either effective for accounting periods
beginning on or after 1 December 2005 or 1 January 2006. The adoption of the
new HKFRSs had no material effect on how the results for the current or prior
accounting periods have been prepared and presented. Accordingly, no prior

year adjustment has been required.
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2. RAHMEZMGPHERN (5) 2. APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

KEE I BRATIHRA AT CBM 128 R A 52 The Group has not early applied the following new standards, amendment or
AR ST R RN EFAY RA M

FRAG TR ER T HARB LS A

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

the Company anticipate that the application of these standards, amendment or

AR IR E KH &

interpretations will have no material impact on the results and the financial

position of the Group.

F ARG E A F 1% A AR FEL HKAS 1 (Amendment) Capital Disclosures!
(4 4537)
FAMHPRBENFETR ST L i E! HKFRS 7 Financial Instruments: Disclosures’
ABEFHRMENFHEF LB N8 HKFRS 8 Operating Segments®
A (B BB 35 3R WA B3 22 A HK(IFRIC)-Int 7 Applying the Restatement Approach
LR E) % 29%% [ Bobkid o under HKAS 29 Financial Reporting in
—2BETH BR 425 P 89 B B 3R Hyperinflationary Economies?
4+ 3m E 9]k
A (B 3 4 R R HK(IFRIC)-Int 8 Scope of HKFRS 2°
2HREER) EPL ALK AR
—RAEH 8
A (B BB 35 3R TN AE T A HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives®
2HREER)
—RAEHIR
A& (BB RE WA B R RO HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment®
2HRLER) {85
—REF10%
A (B BB 35 3R A A P SRR A HK(IFRIC)-Int 11 HKFRS 2: Group and Treasury Share Transactions®
2HRERE) EVL AR SV B
—RFEH11HR Ay 5
A (B BB 35 3R MR R 4 5 HE G HET HK(IFRIC)-Int 12 Service Concession Arrangements’
2HRLER)
—REFI20
! —RRLF—A—BRZIAHBOFE ! Effective for annual periods beginning on or after 1 January 2007
H & Ao 2 Effective for annual periods beginning on or after 1 March 2006
2 H_EENFZA—BAZIAHBOFER 3 Effective for annual periods beginning on or after 1 May 2006
H & Ao 4 Effective for annual periods beginning on or after 1 June 2006
3 —RREANF LA B RZAMBOFE 5 Effective for annual periods beginning on or after 1 November 2006
F'i 25 ) 6 Effective for annual periods beginning on or after 1 March 2007
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7 Effective for annual periods beginning on or after 1 January 2008

8 Effective for annual periods beginning on or after 1 January 2009
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SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared on the historical
cost basis, except for certain properties and financial instruments, which are

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

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

Basis of consolidation

The consolidated financial statements incorporate the financial statements of
the Company and entities (including special purpose entities) controlled by
the Company (its subsidiaries). Control is achieved where the Company has
the power to govern the financial and operating policies of an entity so as to

obtain benefits from its activities.

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

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

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used by

other members of the Group.

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 in the net assets
consist of the amount of those interests at the date of the original business
combination and the minority’s share of changes in equity since the date of
the combination. Losses applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding obligation and is

able to make an additional investment to cover the losses.

Business combinations

The acquisition of subsidiaries is accounted for using the purchase method.
The cost of the acquisition is measured at the aggregate of the fair values, at
the date of exchange, of assets given, liabilities incurred or assumed, and
equity instruments issued by the Group in exchange for control of the acquiree,
plus any costs directly attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 Business Combinations are recognised at their

fair values at the acquisition date.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations (continued)

Goodwill arising on acquisition is recognised as an asset and initially measured
at cost, being the excess of the cost of the business combination over the
Group’s interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities recognised. If, after reassessment, the Group’s interest
in the net fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination, the excess
is recognised immediately in profit or loss. Discount on acquisition of
subsidiaries from shareholders is treated as capital contribution from

shareholders and is recognised in capital reserve.

The interest of minority shareholders in the acquiree is initially measured at
the minority’s proportion of the net fair value of the assets, liabilities and

contingent liabilities recognised.

Goodwill

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

Such goodwill is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is presented

separately in the consolidated balance sheet.

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

periods.

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

disposal.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in associates
An associate is an entity over which the investor has significant influence and

that is neither a subsidiary nor an interest in a joint venture.

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 net assets of the associate, less any identified impairment loss.
When the Group’s share of losses of an associate equals or exceeds its interest
in that associate (which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. An additional share of
losses is provided for and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made payments on
behalf of that associate.

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

associate.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable
and represents amounts receivable for goods and services provided in the normal

course of business, net of discount and sale related taxes.

Revenue from sale of properties held for sale in the ordinary course of business

is recognised when all of the following criteria are met:

. the significant risks and rewards of ownership of the properties are

transferred to buyers;

. neither continuing managerial involvement to the degree usually

associated with ownership nor effective control over the properties are

retained;
3 the amount of revenue can be measured reliably;
. it is probable that the economic benefits associated with the transaction

will flow to the Group; and

. the costs incurred or to be incurred in respect of the transaction can

be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

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.

Dividend income from investments is recognised when the shareholder’s rights

to receive payment have been established.

Property management income and service income are recognised when services

are provided.

Property, plant and equipment
Property, plant and equipment other than construction in progress are stated
at cost less accumulated depreciation and amortisation, and any identified

impairment loss.

Depreciation and amortisation are provided to write off the cost of items of
property, plant and equipment, other than construction in progress, over their
estimated useful lives after taking into account of their estimated residual

values, using the straight-line method.

Construction in progress represents property, plant and equipment in the course
of construction for production, rental or administrative purposes. Construction
in progress is carried at cost less any recognised impairment loss. Cost includes
all construction expenditure and other direct costs, including borrowing costs,
attributable to such projects. Construction in progress is classified to the
appropriate category of property, plant and equipment when completed and

ready for intended use.

No depreciation and amortisation are provided in respect of construction in

progress until it is completed and is ready for its intended use.

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

year in which the item is derecognised.

Owner-occupied leasehold interest in land

When the owner-occupied leasehold interest in land included the elements of
a lease of land and buildings are considered separately for the purposes of
lease classification, unless the lease payments cannot be allocated reliably
between the land and buildings elements, in which case, the entire lease is
generally treated as a finance lease. To the extent that the allocation of the
lease payments between the land and buildings elements can be made reliably,

the leasehold interests in land are accounted for as operating leases.

AR S
Annual Report 2006

81



B A SR 32

AR (5)
BEME

AR AR XA E R A AT
HAEJEAE B Lo AR FER % R EUNTF

i R R E A B S R BB AR

AL
AEBAAEMERE R BT LA EXHROME 2
BETZERAEN T B IAEAT BALE AR 5T £ o5
HEZ T e A B AR KA AR m AR A A E
2 PR ) AR A R E ST K] 2 B o KA JE 4R B
HEEER A PR & o

5L B R A A A EREAKIE R

53T Z A% SH Tl m A #  HE B St W 38 e Z IR
AR VT AR 1R 3% 18 RS G B SRR E BESTR
185 48 0 B E 2 Bk By 4R o IR AR B 48 45 = B
B A 38 BN o

CET
MEEROERRTHERAFEHE BRAL
BT G HLIFAL P X B AKAE ) PR

BRETHEZERMLOEME LS R K
BER CHMARRAKEERAREA T AME
B A

YRR AR B A B R o

H A5
Fh BB e AR BT B LR AR K ) Bo
RA T I HET ¥ 3 e

G

A B 89 A B BT AT HE R T B ) 3R 48 K R 3 B
FRALABTA W 7 WAL 8 5 A B A AL 49 o BT B
AR £ 5] 4F & E ALY

K BEZ i ALA

B EAL K Z AN TS Ml M ALK Z S B VL
BEHNGABAAN R A ZHEEMY
ZG ABERAFAMET E EZIR@E A
ALK e AR R AP 2o

ZRESFLFR
Annual Report 2006

Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investment properties

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

profit or loss for the year in which they arise.

Impairment

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

immediately.

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

immediately.

Inventory of properties
Inventory of properties includes properties under development and properties

held for sale which are stated at lower of cost and net realisable value.

The carrying value of properties under development comprises the leasehold
interest in land together with development expenditure, which includes

construction costs and borrowing costs capitalised.
Land cost includes land premium and expenditure for demolition.

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

is calculated using the weighted average method.

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

All other leases are classified as operating leases.

The Group as lessor

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

straight-line basis over the lease term.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

The Group as lessee

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

line basis.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded in the respective 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. 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.

For the purposes of presenting the consolidated financial statements, the assets
and liabilities of the Group’s operations denominated in the respective
functional currencies 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 year, in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are recognised as a
separate component of equity (the translation reserve). Such exchange
differences are recognised in profit or loss in the year in which the foreign

operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, are capitalised as part of the cost of those
assets. Capitalisation of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs eligible for

capitalisation.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Borrowing costs (continued)
All other borrowing costs are recognised in profit or loss in the year in which

they are incurred.

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

taxation.

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

been enacted or substantively enacted by the balance sheet date.

Deferred taxation is recognised on differences between the carrying amounts
of assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred taxation
liabilities are generally recognised for all taxable temporary differences and
deferred taxation assets are recognised to the extent that it is probable that
taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects

neither the taxable profit nor the accounting profit.

The carrying amount of deferred taxation 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 taxation 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 taxation
is charged or credited to profit or loss, except when it relates to items charged
or credited directly to equity, in which case the deferred taxation is also dealt

with in equity.

Financial instruments

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

profit or loss are recognised immediately in profit or loss.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

Trade and other receivables and amounts due from fellow subsidiaries

Trade and other receivables and amounts due from fellow subsidiaries are
subsequently measured at amortised cost using the effective interest method.
Appropriate allowances for estimated irrecoverable amounts are recognised in
consolidated income statement when there is objective evidence that the asset
is impaired. The allowance recognised is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate computed at initial recognition.
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.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and bank deposits and are
subject to an insignificant risk of changes in value. They are carried at

amortised cost in subsequent periods.

Available-for-sale investments

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

asset. Such impairment losses will not reverse in subsequent periods.

Bank loans

Interest-bearing bank loans are initially measured at fair value, and are
subsequently measured at amortised cost, using the effective interest method.
Any difference between the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognised over the term of the
borrowings in accordance with the Group’s accounting policy for borrowings

costs.

Trade and other payables, amounts due to fellow subsidiaries, and advance
from a holding company

Trade and other payables, amounts due to fellow subsidiaries and advance
from a holding company are subsequently measured at amortised cost, using

the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Derivative financial instruments
Derivative financial instruments are initially measured at fair value on the

contract date, and are remeasured to fair value at subsequent reporting dates.

Derivatives that do not qualify for hedge accounting are deemed as financial
assets held for trading or financial liabilities held for trading. Changes in fair

values of such derivatives are recognised directly in profit or loss.

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

received, net of direct issue costs.

Derecognition

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

recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the
relevant contract is discharged, cancelled or expires. The difference between
the carrying amount of the financial liability derecognised and the consideration

is recognised in profit or loss.

Share-based payments
Share options granted to employees of the Group
Equity-settled share-based payments are measured at fair value at the date of

grant.

The fair value of services received determined by reference to the fair value of
share options granted at the grant date is expensed on a straight-line basis
over the vesting period, with a corresponding increase in employee share-

based compensation reserve.

At each balance sheet date, the Group revises its estimates of the number of
options that are expected to ultimately vest. The impact of the revision of the
estimates, if any, is recognise in profit or loss, with a corresponding adjustment

to share-based compensation reserve.

At the time when the share options are exercised, the amount previously
recognised in employee share-based compensation will be transferred to share
premium. When the share options are still not exercised at the expiry date, the
amount previously recognised in employee share-based compensation reserve

will be transferred to retained profits.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)
Retirement benefit contributions

Payment to defined contribution retirement benefit schemes are charged as an
expense when employees have rendered service entitling them to the

contributions.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumption concerning the future and other key sources of estimation
uncertainty at the balance sheet date 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:

Impairment loss on inventory of properties

Included in the consolidated balance sheet at 31 December 2006 are inventory
of properties of HK$12,458,628,000 (2005: HK$6,068,327,000) which are carried
at the lower of cost and net realisable value. Management conducts assessments
on the net realisable value of inventories by reference to their estimated net
selling price and other economic conditions of the markets in which the Group’s
properties are situated. If the actual selling prices of inventory are substantially
less than expected due to an adverse market condition or other factors,
impairment loss on inventory of properties may result. As at 31 December
2006, an impairment loss on inventories of properties of HK$68,156,000 (2005:

Nil) was made in the consolidated financial statements.

Deferred taxation assets

As at 31 December 2006, a deferred taxation asset of HK$369,403,000 (2005:
HK$248,863,000) in relation to allowance for bad and doubtful debts, write
down inventory of properties, impairment loss of available-for-sale investments
and the provision of Land Appreciation Tax has been recognised in the Group’s
balance sheet. The realisability of the deferred taxation asset mainly depends
on whether sufficient future profits or taxable temporary differences will be
available in the future. In cases where the actual future profits generated are
less than expected, a reversal of the deferred taxation assets may arise, which
would be recognised in the consolidated income statement for the period in

which such a reversal takes place.
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5.

FINANCIAL INSTRUMENTS

a.

Financial Risk Management Objectives and Policies

The Group’s major financial instruments include available-for-sale
investments, trade and other receivables, cash and bank balances, trade
and other payables, amounts due to fellow subsidiary/holding company,
bank balances and bank loans. Details of these financial instruments
are disclosed in respective notes. The risks associated with these
financial instruments and the policies on how to mitigate these risks
are set out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented on a timely

and effective manner.

Market risk

Currency risk

The Group collects all of its revenue in RMB and most of the
expenditures including expenditures incurred in property sales as well
as capital expenditures are also denominated in RMB. Dividends

receivable by the Group from the associates were also collected in RMB.

However, certain borrowings of the Group are denominated in HKD
(see note 30) and hence the Group is exposed to the currency risk of
HKD. The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange exposure
and will consider hedging significant foreign currency exposure should

the need arises.

Price risk
The Group exposed to equity price risk through its investment in
available-for-sale investments. The management monitor the risk by

investing over a number of different investments.

Cash flow interest rate risk
The Group manages its interest rate exposure based on interest rate
level and outlook as well as potential impact on the Group’s financial

position arising from volatility.

The Group is exposed to cash flow interest rate risk in respect of the
bank balances and borrowings at market interest rates. It also exposes
to fair value interest rate risk in respect of the amount due to a holding

company and the fixed rate borrowings.

The Group’s policy is to maintain an appropriate level of borrowings in
fixed rates and variable rates. The interest rates and terms of repayment

of bank borrowings are disclosed in note 30.
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5.

FINANCIAL INSTRUMENTS (continued)

a.

Financial Risk Management Objectives and Policies (continued)

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations as at 31 December
2006 in relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the consolidated balance
sheet and financial guarantees given by the Group to property buyers
as disclosed in note 37. The recoverability of each individual receivable
and the Group’s credit risk exposure are regularly reviewed to ensure

that adequate provisions are made for impairment losses.

In order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the Company

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

For properties that are still under construction, the Group typically
provide guarantees to banks in connection with the customers’
borrowing of mortgage loans to finance their purchase of the properties.
If a purchaser defaults on the payment of its mortgage during the term
of the guarantee, the bank holding the mortgage may demand the Group
to repay the outstanding amount under the loan and any accrued interest
thereon. Under such circumstances, the Group are able to retain the
customer’s deposit and sell the property to recover any amounts paid
by the Group to the bank. In this regards, the directors of the Company

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

The credit risk on liquid funds is limited because the counterparties
and banks with high credit ratings.

The Group has no significant concentration of credit risk, with exposure

spread over a number of counterparties and customers.

Fair Value
The fair value of derivative instruments, is calculated using quoted

prices or provided by financial institutions.

The directors of the Company consider that the carrying amounts of
financial assets and financial liabilities recorded at amortised cost in

the consolidated financial statements approximate their fair values.
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6. &X#

BERBMECERSE- AU EEE

B MRFS T AR Z N 4 T

TURNOVER
Turnover represents income from sale of developed properties, rental income,

property management and related services as follows:

* Eal s
HK$’000 HK$°000
ECREME Sale of developed properties 3,120,870 2,547,266
ALA N Rental income 587,087 68,101
My ¥ PR A TR F Property management and related services 228,773 91,519
3,936,730 2,706,886
7. EHRB L HEEH BUSINESS AND GEOGRAPHICAL SEGMENTS
(a) FHoH (a)  Business segments
BRE_REXNF+_A=+—8LHFE Year ended 31 December 2006

EX:& ¥

B g2

ECBERE Property

WE investments
Sale of developed and i
properties management Consolidated

BT AT B
HK$’000 HK$’000 HK$°000
BEH Turnover
9 4k External sales 3,120,870 815,860 3,936,730
ES Result
HEER Segment result 579,772 885,096 1,464,868
kB A BN Unallocated interest income 73,656
PN - N N Unallocated other income 1,927
BN Income from investments 7,120
Ko BN E) Ik Unallocated corporate expenses (80,215)
T A £ R A AR Impairment loss recognised in respect
Z RAR NG 48 of available-for-sale investments (158,658)
JE AL T 53] B Share of results of associates 11,874 = 11,874
M KA Finance costs (176,919)
IR ALAT % A1 Profit before taxation 1,143,653
oA Taxation (291,778)
£ P9 % A Profit for the year 851,875
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7. EHRMBHyEEH (47) 7.

(a)

Business segments (continued)

Year ended 31 December 2006 (continued)

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

(#%)
HERFE
B
g CBRE Property
HE investments
Sale of developed and k4B a1t
properties management Unallocated Consolidated
BT BT AT #HF T
HK$°000 HK$’000 HK$’000 HK$’000
Sl A A Other information
KRR Capital additions 4,829 289,985 851 295,665
My R R B AR ITE Depreciation of property, plant
and equipment 24,546 10,416 276 35,238
W N A R A Write down inventory of properties
ZmEHE included in cost of sales 68,156 = = 68,156
T A 2 R A AR Impairment loss recognised in respect
Z RAE B4R of available-for-sale investments = - 158,658 158,658
HAZEEXF+T+_A=+—8 At 31 December 2006
HERFT
R g
g CBRE Property
L investments
Sale of developed and i
properties management Consolidated
]
BT BT AT
HK$’000 HK$’000 HK$’000
#E Assets
NHEFE Segment assets 14,050,187 7,999,533 22,049,720
P A ES X Interests in associates 489,394 - 489,394
JE T %N 8] #OR Amount due from an associate 245,070 = 245,070
R oyfiend FE Unallocated corporate assets 3,955,131
AR AERME Consolidated total assets 26,739,315
A Liabilities
PR Kt Segment liabilities 4,149,887 399,833 4,549,720
K oBend Atk Unallocated corporate liabilities 10,456,421
o AR Consolidated total liabilities 15,006,141
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7. EHAMBHEEH (B)
(a) EHaHa ()

7. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

(a)

RE-RRZFT-A=+—ALEFA

EEm
414k
E¥
S HEES

R B A BN

kit Fo N

AN

Ao dend Ik

&AL T N 8] £ B
oy &

B AL AT 25 A
R

4 P9 A

Turnover

External sales

Result

Segment result

Unallocated interest income
Unallocated other income
Income from investments
Unallocated corporate expenses
Share of results of associates

Finance costs

Profit before taxation

Taxation

Profit for the year

Business segments (continued)
Year ended 31 December 2005

HERFT
R
g CBRE Property
WE investments
Sale of developed and i
properties management Consolidated
BT BT BT
HK$’000 HK$’000 HK$°000
2,547,266 159,620 2,706,886
335,976 73,059 409,035
28,143
13,742
103,921
(18,183)
15,892 - 15,892
(67,290)
485,260
(46,937)
438,323
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7. EHA RIS EEH () 7. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
(a) EHor># () (a)  Business segments (continued)
BRE—_REFZAF+_A=+—HILFE Year ended 31 December 2005 (continued)
(#)
BER
g CBRE Property
¥ investments
Sale of developed and k4B a1t
properties management Unallocated Consolidated

#iEFL  BEFr BB Tr BB

HK$’000 HK$’000 HK$’000 HK$’000
Sl A A Other information
AAREG R Capital additions 109,688 6,008,318 109 6,118,115
LERY Y Y& i Depreciation of property,
plant and equipment 14,377 5,198 127 19,702

I AR AR A Allowance for bad and doubtful debts 101,759 = 2,060 103,819
ST AR E R A AR Impairment loss recognised in respect

Z ARG 4 of available-for-sale investments = = 7,299 7,299
b B R AR Loss on disposal of property,

Z J5 18 plant and equipment 194 = = 194
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7. EHRMBHyEEH (47) 7.
(a) E#HHHE(H) (a)

AERELFT=A=+—H

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Business segments (continued)
At 31 December 2005

LEZ 'S Y
V&
g CBRE Property
L3 investments
Sale of developed and i
properties management Consolidated

#E Assets
SHREE
IS NE] X AR
JENCTH 2 8] #A
Ao muad A E

Segment assets

Interests in associates
Amount due from an associate
Unallocated corporate assets

A ERM Consolidated total assets

#E
238 B 4%
Ao d 8tk

Liabilities
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

pEFL R FL B FR
HK$’000 HK$’000 HK$’000
7,289,980 7,091,961 14,381,941
458,664 = 458,664
230,708 = 230,708
2,703,390
17,774,703
2,540,800 520,206 3,061,006
6,387,854
9,444,860

(b) WAREBRETERGEE LN K (b)

No geographical segment analysis is shown as the Group’s operating

DRI U & 1P U P E L N
B P A A E 4P B e

8.  HAbdo 8.

business is solely carried out in the Chinese Mainland. All the assets of

the Group are situated in the Chinese Mainland.

OTHER INCOME

| 20 2005

bR AR BN
R &

F1 BN
BEEERAATRIAEL S
EX &

QERS SN GE S
EX &1

B

Dividend income from listed securities

Exchange gain

Interest income

Gain on changes in fair value of investments
held for trading

Gain on changes in fair value on derivative
financial instruments

Others

B R BT
HK$’000 HK$’000

- 7,242
113,359 70,064
73,656 28,143
- 96,679
7,120 13,742
8,284 12,900
202,419 228,770
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9. FFE®s 9.  DIRECTORS’ EMOLUMENTS
CATHIEATT19% (ZERAEH144) TFX The emoluments paid or payable to each of the 19 (2005: 14) directors were as
B 4 4o T follows:
% i
SRA #BE ERY Rmg HFA B MEx k% BE HER  RAN-BER%
(LSS T A | Liu Xie Pl ChiWang, o kR ORE O ORRU g He  ER Wong  Andrew Ho ChanMo — Total
2006 SongLin - WangVin  JangWei  YanBiao ~ VanJie ShengXi Wolnsky  Ralph PakShing Zhong Vi ChenYing ~ Chen Kai Yong Zheng Rong  Wang Shi  Kong Chi ~ Y.Yan  HinNgai  Po, Paul 2006
BEAL BEAL BEEA RBFA REPR RERR BERA BEFA RREA REFR BEAA BRAA BREA BBEA REEAL BEAA BEFA BEER RBFA RRR
HES000  HESO00  HESO00  HES000  HKS'000  HKS000  HESO00 HKSO00 HESO00  HES000  HKS'000  HKS000  HESO00  HESO00 HKS'000  HES000  HKS'000  HES000  HESO00  HKS000
A
WiEs Erecutive directors 60 1 - 5 5 5 5 5 1 1 10 10 1 10 5 5 5 5 - m
FEEE  Nonecutve directors - ] (] [N - - - - - - - - - M
BaERHES  Independent non-esecutive
- - - - - - - - - - - - - - - -5 om 5 B
60 0 60 0 0 60 0 10 10 10 10 10 10 10 120 04 i 120 51 808
Fias Other emoluments
ARER
Al other benefits - 08 - - - - - - - - 1,624 1576 1612 821 - - - - - 79%
Y CEHEI Contribution to retirement
heneft schemes - 9% - - - - - - - - 81 81 8l L] - - - - - 36
HARH Total emoluments R - - - - - - - O T 1A V1 §66 - - - - Kk
3% it
HER HER ERE Heung FRE  WBE  #AF ZRRi%
4] HY Lau LS U S C He Pul ChiVag, — ZE Wong Ho S Totl
2005 Wang¥in ~ YanBiao  Pak Shing ThongYi ChenYing  ChenKai  TangYong ZhengRong  Wolansky ~ Ralph ~ WangShi ~ KongChi  HinNgai Wing Ching 2005
BRfr Bbtr BRfR RERA BRfR BBt BRfR BBt BBfR Bt BRfR Bt BRfrR BRfR BRf
HES'000  HES000  HWES000 HES000  HKS000  HKSO00  HR$'000  HKS000 HES000  HES000  HKSO00  HES'000  HESO00  HESO00  HKS§'000
A ees
He% Executive directors L0} 0 Lt} 70 L0} (] 0 (! - - - - - - 560
FifiEs Non-executive directors = = = o = o = o (] (] = o = o 140
BaiiiiEs Independent non-executive directors = = = o = o = o = o 100 100 2 8 30
10 0 10 10 10 0 0 0 10 10 100 100 R 68 1,000
Fias Other emoluments
FARL A Salaries and other benefits 8 - - - 873 T60 §11 T4 = - = - = - 436
BRARL Share apton expense - 46 4 -1 1 1 1 - - - - - - 806
rEAT IR Contribution to reirement
heneft schemes i - - - 3 3 3 3 - - - - - - 191
EIYH Totalenclumens § % U T R I - - - - -
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10. & E @& 10. EMPLOYEES’ EMOLUMENTS
AEBALRGUAALT O -4 (ZEEL Of the five individuals with the highest emoluments in the Group, one (2005:
FiZ %) ARXFEF MEZWA RN EX three) was director of the Company whose emoluments are included in the
M9kt (ZREAF ML) ALZE disclosures in note 9 above. The emoluments of the remaining four (2005:
Ao T two) individuals were as follows:
* Eal s
HK$’000 HK$°000
Fr o A b Ag A Salaries and other benefits 8,328 2,314
B ARAE A 3 E AR AR Contributions to retirement benefit schemes 264 37
e R REAZL AL Performance related incentive payments 8,067 200
16,659 2,551
mEZBAENTF T I EE: Their emoluments were within the following bands:
% B AE

No. of employees

£ — 3% %1,000,000T Nil to HK$1,000,000 - 1
#11,000,0015T £ ##2,000,000T HK$1,000,001 to HK$2,000,000 - 1
#H3,000,0015T E % #4,000,000T HK$3,000,001 to HK$4,000,000 2 =
#14,000,0017T £ #%5,000,000T  HK$4,000,001 to HK$5,000,000 1 =
#H5,000,0015T £ #%6,000,000T HK$5,000,001 to HK$6,000,000 1 =
4 2
11. #% %A 11. FINANCE COSTS
* Eal s
HK$’000 HK$°000
AABFRNEHKEZ Interest on bank loans wholly repayable within
SATR KA & five years (342,586) (186,413)
BOMABRETHEE AL R Less: Amount capitalised in properties under development 165,667 119,123
(176,919) (67,290)
AEBEHBAARAZBERA L —MER R Borrowing costs capitalised during the year arose on the general borrowing
HEFTHERASTATEZN L AR R pool and are calculated by applying a capitalisation rate of 4% (2005: 4%) to
4% (=R RAF:14%) 35 - expenditure on qualifying assets.

—ERNFEER
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Notes to the Financial Statements

12. #t=& 12. TAXATION
* Eal s
HK$’000 HK$°000
Xk e The charge comprises:
P A A8 Current tax:
B P K AT AR Chinese Mainland Enterprise Income Tax charged (213,458) (50,661)
AR ENE AR (Under) overprovision in prior years:
B P K TR Z Chinese Mainland Enterprise Income Tax charged (51,751) 24,202
(265,209) (26,459)
W EAHLIE (M 3£22) Deferred taxation (note 22) (26,569) (20,478)
(291,778) (46,937)
A8 4 64 P B P9 4 BT AR AL 6 A R AR IR Provision for Chinese Mainland Enterprise Income Tax for both years has been
R AP B S E  8) 6948 B 4 PT AR AL ik made based on the Group’s estimated assessable profits calculated in accordance
Y R SR B TA S ERALB A AT with the relevant enterprise income tax laws applicable to the subsidiaries in
the Chinese Mainland.
AE B E BRI FEE NI EAT T ERALE No provision for Hong Kong Profits Tax has been made in the consolidated
F o ¥ B A S5 A B F AR R AR A B A AF AL financial statements as the Group did not have any assessable profits for both

Fetao

years.

—ERNFEER
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12. AR (5)
A5 AL Sk S5 0 R B R BLAT )

4o T

12. TAXATION (continued)

The taxation charge for the year can be reconciled to the profit before taxation

per the consolidated income statement as follows:

| 20 2003

* Eal s
HK$’000 HK$°000

AL AT i A1 Profit before taxation 1,143,653 485,260
AL T 8] E Less: Share of results of associates (11,874) (15,892)
K E) B H B 8] JE A Profit before taxation attributable to the Company

Foe AL AT i3 A and its subsidiaries 1,131,779 469,368
He R IbAHLF33% (=R AR A F:33%) Tax charge at domestic tax rate of 33% (2005: 33%)

FHEZ HLE (373,487) (154,891)
SLALFE IR A e R X Tax effect of expenses not deductible for tax purpose

W H & (12,698) (20,073)
AT R & FIARBMNZ Tax effect of income not taxable for tax purpose

BLAF R A 23,859 47,512
KRB GRS B Tax effect of tax losses not recognised (29,838) (6,897)
B 1845 b R M A BLIE AR Utilisation of tax losses previously not recognised 7,386 7,431
HR AL T RANZIHHHE Tax effect of income under different tax base (Note)

(W 32) - 55,779
B N3] Rl AR 2 B Effect of different tax rates of subsidiaries 144,751 =
WA E (GRS R) RS (Under) overprovision in prior years (51,751) 24,202
RSF AR I Taxation charge for the year (291,778) (46,937)

Wit KEBAEEAFBRANZSERZ1I0% L FE Note:  Prior year amount represents income tax charged on subsidiaries based on 10% of

T3 B A 8) BOK X T AF o

—ERNFEER
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13.  F P9l

13. PROFIT FOR THE YEAR

| 20 2005

* Eal s
HK$’000 HK$°000
FNEA etk Profit for the year has been arrived at after charging:
T EH L Directors’ emoluments
A4 Fees 895 1,000
R b A Salaries and other emoluments 7,102 5,033
F b B TRA Other staff costs 114,638 66,498
PBARAA R A T AFED B Retirement benefit cost, excluding amount included in
TEMLEXH A directors’ emoluments 12,554 8,910
ol B AR AR A B 2 OF L4 Other share option benefits expenses (excluding
7 A E B2 E) amount included in directors’ emoluments) 29,352 4,112
B ks Total staff costs 164,541 85,553
ROMABRETHET AR Less: Amount capitalised in the properties under
development (18,621) (11,381)
145,920 74,172
A A XA ERA Cost of inventories recognised as expense 2,384,377 2,133,519
A% 3 ER B A Auditors’ remuneration 1,589 2,110
TA AT AR 2 HiE 4K Amortisation of prepaid lease payments 923 923
WRFTNSEE R A EHE Write down inventory of properties included in cost of sales 68,156 -
A R A Z MG AE B Land Appreciation Tax included in cost of sales* 188,833 14,068
My R B R E AR Depreciation of property, plant and equipment 35,238 19,702
b E W R B A M (K A) B4R (Gain) loss on disposal of property, plant and equipment (61) 194
oAk T e N B HLIR (PN Share of tax of associates (included in share of results
&AL B 3] £ A of associates) 3,994 8,454
B s NA T &R and after crediting:
BEHEAL LR Gross rental income from investment properties 587,087 68,101
BeFNEEMASRAZIZF Less: Direct operating expenses from investment properties
MEZ H B SR L that generated rental income during the year (106,648) (48,152)
480,439 19,949
* E I ALAE 117,255,000 T 5 = R R F * Land Appreciation Tax of approximately HK$117,255,000 is related to sale of
MEMENM mARA LB EFE R ESE properties in 2006 while the remaining balance is related to sale of properties in
A Bl o prior years.
Mez: AR EXFXRKNE FHE LG R Note:  Loss of the Company for 2006 amounted to approximately HK$95,105,000 (2005:

95,105,000 T (= REAF A &

295,492,000T) <

profit of approximately HK$295,492,000).

—ERNFEER
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14. & & 14. DIVIDENDS
2006 2005
* Eal s
HK$’000 HK$°000
EAT AL B Dividend paid:
N EREZ P AR E Interim dividend paid during the year
— I B IR AR R .04 — HK2.0 cents (2005: nil) per ordinary share
(=RRAHF: &) 62,712 =
—REAF ARG TRE Final dividend in respect of 2005, approved and paid
B R A — PR 8 R R334 — HK3.3 cents per ordinary share 102,679 =
—EBwWFERIRE S Final dividend in respect of 2004, approved and paid
R f A — i JE 3 BR 13,040 — HK3.0 cents per ordinary share - 45,080
) R AR M AT 4% i B SN IR R Additional final dividend for prior year due to
R G exercise of share options 657 200
166,048 45,280
BRI E Dividend proposed:
Bk R HIAME 8 Final dividend proposed for the year
— 5 R AR AR S 14 — HK5.1 cents (2005: HK3.3 cents)
(=R E 75 B H3.34) per ordinary share 169,464 102,679
AN FEEFERAT R &R AEHES 140 The final dividend of HK5.1 cents per ordinary share has been proposed by the
73 4 K A% CAST B Ay 3 B 3,322,815,409 8% A Ay directors of the Company which is based on the latest number of shares of
A B AK R RAAEE R R Ko 3,322,815,409 in issue and is subject to approval by the shareholders in the
forthcoming general meeting.
15. &K A A 15. EARNINGS PER SHARE
KNG LB REARFRASASFRARBIE R The calculation of the basic and diluted earnings per share attributable to the
F| 7% ¥evh T I ordinary equity holders of the Company is based on the following data:
BT BT
HK$’000 HK$°000
2 A Earnings
PR B R R R 2 A Earnings for the purpose of basic and diluted earnings
Z B A (RN ERIFHA per share (profit for the year attributable to equity holders
JEAL A B3 A1) of the Company) 858,675 384,512
2006 2005
Ay 3 A Number of shares
AR 3 315 IR R 2 A 2w A Weighted average number of ordinary shares for the
T LA RKA purposes of basic earnings per share 3,109,038,980 1,552,007,867
BT AL R A TR Effect of dilutive potential ordinary shares on share options 49,720,439 25,016,462
A R #9538 &
R A B R B 2 Weighted average number of ordinary shares for the
I HET 35 iE LR purposes of diluted earnings per share 3,158,759,419 1,577,024,329

—ERNFEER
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16. ¥ 5 R ZHE 16. PROPERTY, PLANT AND EQUIPMENT
RER M EEIE
Furniture # % Construction
T and Motor in #t
Buildings equipment vehicles progress Total
HWET T BT FET BT BT
HK$’000 HK$’000 HK$°000 HK$’000 HK$°000
A COST
HI_BRERF—FH—BR At 1 January 2005 436,141 18,222 13,353 = 467,716
483 % Currency realignment 10,773 382 299 = 11,454
NE Additions 82,976 29,034 1,676 = 113,686
B T B N 3] i IR AF Acquired on acquisition of
subsidiaries 8,768 16,865 4,757 18,903 49,293
£ Disposals - (678) (1,354) - (2,032)
BRI F+_A=+—8 At 31 December 2005 538,658 63,825 18,731 18,903 640,117
AL 98 A Currency realignment 25,744 3,413 1,036 11,609 41,802
NE Additions = 26,025 2,143 247,230 275,398
Ei &t Write-off = (2,604) (877) - (3,481)
HZREXF+_A=+—8 At 31 December 2006 564,402 90,659 21,033 277,742 953,836
RV E 2 DEPRECIATION AND
AMORTISATION
H_BEEAF—HA—8 At 1 January 2005 56,772 11,682 10,688 = 79,142
AL 98 A Currency realignment 1,603 217 256 = 2,076
KRS A Provided for the year 13,923 4,597 1,182 = 19,702
B B4 Eliminated on disposals = (484) (1,354) = (1,838)
BRI F+_A=+—8 At 31 December 2005 72,298 16,012 10,772 = 99,082
AL 98 A Currency realignment 2,027 1,445 704 = 4,176
i Provided for the year 14,407 18,193 2,638 = 35,238
ik 4% Write-off = (1,705) (786) - (2,491)
AR EXF+=_A=+—8 At 31 December 2006 88,732 33,945 13,328 = 136,005
BR v 8 CARRYING VALUES
A REXF+_A=+—8 At 31 December 2006 475,670 56,714 7,705 277,742 817,831
H_REAF+_A=+—8 At 31 December 2005 466,360 47,813 7,959 18,903 541,035

e A o B PO L b A 2 A o

Buildings are located in the Chinese Mainland and are held under medium-

term leases.
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16. ¥ s A #MHm (41) 16.

P e 8 TS ksl B SR B A
TAEFE A L AR

HF 404 R ALE SR T B A
A B F A 5%
A 5%
17. A4 17.

AEBRZFAAAASLA T B N AP AR
B Ay o FAAT AL A 3 AR 18 504 A M 4H o

18. &AM E 18.

AR FAIR VALUE
HAZEELF—H—BR At 1 January 2005

HE Al 28 Currency realignment
B T B N 8] Acquisition of subsidiaries
NE Additions

HEaWEAER (Mz)
A tE AR B R RN T AL e

A—EEEF+ A =+—8
e A9

NE

HuahE AR (Hz)
AR B R RN T AL A

At 31 December 2005
Currency realignment
Additions

AZEEXF+_A=+—8 At 31 December 2006

Transferred from inventory of properties (Note)
Increase in fair value recognised in consolidated income statement

Transferred from inventory of properties (Note)
Increase in fair value recognised in consolidated income statement

PROPERTY, PLANT AND EQUIPMENT (continued)
The above items of property, plant and equipment, other than construction in
progress, are depreciated on a straight-line basis with the following estimated

useful lives:

Buildings 40 years or over the unexpired term of lease,
whichever is shorter

Furniture and equipment 5 years

Motor vehicles 5 years

PREPAID LEASE PAYMENTS
The Group’s prepaid lease payments are situated in the Chinese Mainland and
held under medium-term leases. The prepaid lease payments are amortised

over 50 years.

INVESTMENT PROPERTIES

ki o
HK$’000

440,800
9,848
5,951,377
3,759
549,787
12,063

6,967,634
66,717
20,267
62,230

502,552

7,619,400

Mizi: RAPORBEEIRITDERLTHLELAY
Z AT AL e 29 3 425,999,000C (R E A
1 %37,021,000T) ©

AEBBAMES—ZENE+=_A=+—8
ZNTAEL 7 e R R B it B M 2B S A A
B R P AR AR TR AL RN B AN B AT
F 5 2 Sk ATl o IR AR IR AL AT RN B) AT A
WA RE T FEME R AN X 8
Boo ol MR A B R ERAE SRR 77 48 A S
DEZ X HABRMT GERF S

—ERNFEER
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Note:  Amount included an increase in fair value of certain inventory of properties upon
the transfer to investment properties of approximately HK$25,999,000 (2005:
HK$37,021,000).

The fair value of the Group’s investment properties at 31 December 2006 have
been arrived at on the basis of a valuation carried out on that date by CB
Richard Ellis Limited, independent qualified professional valuers not connected
with the Group. CB Richard Ellis Limited has appropriate qualifications and
recent experiences in the valuation of similar properties in the relevant
locations. The valuation, which conforms to International Valuation Standards,
was arrived at by reference to market evidence of transaction prices for similar

properties.
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18.

19.

BEBE ()
AEBARPALIFA LA AN EZAMT L
WX ARG EMBHANTEEXGFT T 5
AR AW E

AZEENFT AT —80  AER K
B2 473,000,000 X B AME (R E R
03%62,289,102,000T) AF A K B4R —
B ARAT B A 2 AP (FLI3£30) o

AHENI IS

18.

19.

INVESTMENT PROPERTIES (continued)
All of the Group’s property interests in leasehold land and building to earn
rentals or for capital appreciation purposes are measured using the fair value

model and are classified and accounted for as investment properties.
The Group has pledged investment properties of approximately

HK$2,473,000,000 at 31 December 2006 (2005: HK$2,289,102,000) to secure

general banking facilities granted to the Group (see note 30).

INTERESTS IN ASSOCIATES

* Eal s
HK$’000 HK$°000
AT AN G JE E TR A ZRA Cost of unlisted investments in associates 65,831 65,831
JEAL N B % A 0 48 de TR B 8 Share of post-acquisition profits, net of dividend received 423,563 392,833
489,394 458,664

A LR B RN X A AR BT e T

Summarised financial information in respect of the Group’s associates is set

out below:

| 20 2005

B i BT T
HKS$°000 HKS$'000
A E AR Total assets 1,847,449 1,765,474
L Total liabilities (868,334) (777,698)
FESE Net assets 979,115 987,776
AR B JEAE BN F]) 2K EFE Group’s share of net assets of associates 489,394 458,664
Pl -2 Revenue 118,677 116,012
479 i A Profit for the year 24,011 34,225
A SR B R AL B 8] X PN A Group’s share of results of associates for the year 11,874 15,892

AR B B 8] 2 A 3E420) ©

Particulars of the Group’s associates are set out in note 42(b).

20.

JEN— R B 5] R
JEM— R E N BB L BRI LA LR
ZREFIH AN EETRALZFHRAREA LK
Fot+ =48 A K SOt A IR A B R -

20.

AMOUNT DUE FROM AN ASSOCIATE

The amount due from an associate is unsecured, interest-free and does not
have fixed terms of repayment. In the opinion of the directors of the Company,
the amount will not be repayable in the next twelve months, and accordingly,

it is shown as non-current.

—ERNFEER
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21.

THEERA

21.

AVAILABLE-FOR-SALE INVESTMENTS

| 205 2003

* Eal s
HK$’000 HK$°000
A E R A AR Available-for-sale investments comprise:
R B | B o - S Unlisted equity securities in the Chinese Mainland 371,908 371,908
AL 98 A Currency realignment (8,646) (5,343)
R IR AR Less: Impairment losses (165,957) (7,299)
197,305 359,266

A AL I A TR R e A St
SENATEZERER ABANEEFRLSL
AP AT B R LR RAA L LA A
e B o R IRAL ) Bk o

N EFEEFLLABAST TN EHAALER—M#H
RO ERENG ZTHEEZ A TRS
SR REBBHAZAN19.6% Y HAAHE S
EHEE AEENF ZNI I EERES
HoIEE H A A A R T A A M A H st
AEBOAEELHE B RAEREICREE B
158,658,000 7T » vA st 3% 78 & SA4% HAF h & i
o

TR OREREAMAERZATHRERT
B ZLRAL IS 48 %5 7,299,000 . 0

—ERNFEER
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The above were stated at cost less impairment at each balance sheet date since
the equity investments do not have a quoted market price in an active market
and the range of reasonable fair value estimates is so significant that the
directors of the Company are of the opinion that the fair value cannot be

reliably measured.

During the year, the directors have reviewed the recoverable amount of the
Group’s available-for-sale investments in a property development company in
Beijing with reference to the current market conditions. The Group held a
19.6% minority stake in the company as long term investment. Operating
environment of the company has deteriorated in 2006 and the company is
currently facing liquidity or potential dissolution issue. Therefore, the Group
has recognised full impairment loss of HK$158,658,000 in the consolidated

income statement to fully provide for such long term investment.

Last year, the Group has recognised an impairment loss of HK$7,299,000 in

respect of such available-for-sale investments on similar basis.



A A SRR 32

Notes to the Financial Statements

22. BIEHAKE (AH) 22. DEFERRED TAXATION ASSETS (LIABILITIES)
AT AR FEERBESFECOERL ERHE The followings are the major deferred taxation assets (liabilities) recognised
HIBEE (AE) AR ME S and movements thereon during the current and prior years.
H A
HwEER
AFAEFE O RIERRAMA Other
Fair value Allowance  E3b3g{EA temporary
adjustment for bad and Land differences
of investment doubtful  Appreciation (M32) 3t
properties debts Tax (Note) Total

FY =Y = Y = Y = Y

HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
A_EEEE—F—H At 1 January 2005 (4,072) 204,475 - 38,394 238,797
W48 3] Currency realignment 91) 4,568 - 858 5,335
(3= B) TR E AN (Charge) credit to income
for the year (21,046) (2,759) = 3,327 (20,478)
B T B N 8] E A Arising from acquisition of
subsidiaries (482,733) - - - (482,733)
A_EREAS+ A =+—H8 At 31 December 2005 (507,942) 206,284 - 42,579 (259,079)
AR Currency realignment (23,369) 11,289 - 842 (11,238)
(3= ) FFAARFE AN (Charge) credit to income
for the year (134,978) - 54,752 53,657 (26,569)
HZEENF+ A =+—H At31 December 2006 (666,289) 217,573 54,752 97,078 (296,886)
Misz: Ftb k£ T BAEMORY £ G5 E AT A Note:  Other temporary differences mainly represent the deductible temporary differences
BHRARMAER EE X TRy ¥ £ arising from the write down inventory of properties and impairment loss of available-
for-sale investments.
AR X R EFR LR )M AT Analysis of the deferred taxation balances at the balance sheet date is as follows:
2006 2005
* Eal s
HK$’000 HK$°000
i 3E LA R E Deferred taxation assets 369,403 248,863
I 2EHLIE B Deferred taxation liabilities (666,289) (507,942)
(296,886) (259,079)
ANEEFRE AR KL IS R KR No deferred taxation assets has been recognised in respect of estimated tax
BLE B R Z B % JERALE A B sh R losses of HK$356,186,000 (2005: HK$288,150,000) as, in the opinion of the
356,186,000T (=& & 7 % #%288,150,000 directors of the Company, it is uncertain that the tax losses can be utilised to
) Z A AL IR G AR BE R0 i 2 ALR - AL R B AR offset future taxable profit under local tax jurisdictions. The tax loss could be
RS TH A carried forward for a maximum of five years.

—ERNFEER
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23. MEAE 23. INVENTORY OF PROPERTIES
| 2006 2005
* Eal s
HK$°000 HK$°000
B Mk Properties under development 7,656,915 4,156,898
HEME Properties held for sale 1,515,004 1,070,554
9,171,918 5,227,452

Wy B A B P s vl P AL 8 R o FA
TR EABRKEZIHELEE S
HARDAE RBAZFHEERAMTA RN
BB E AR

The inventory of properties were located in the Chinese Mainland under
medium-term lease. Inventory of properties which are expected to be recovered
in more than twelve months after the balance sheet date are classified under

current asset as it is expected to be realised in the Group’s normal operating

cycle.
24, At BH 24. OTHER INVENTORIES
BT B T
HK$’000 HK$’000
JR A Raw materials 1,068 445
H AL d B H AL Consumables and others 11,070 9,844
12,138 10,289
25. JEMRRFH O A4 RIKCARIA R EATIT A 25. TRADE RECEIVABLES, OTHER RECEIVABLES AND

DEPOSITS PAID

* Eal s
HK$’000 HK$°000
T BR 2R Trade receivables 574,973 717,955
SRR £ A R A EAT A Deposits paid for acquisition of land use rights 3,286,710 840,875
b BN AR R - TAAT A Other receivables, prepayments and other deposits 1,049,228 548,576
B F 3T
e R FHRE Less: Accumulated impairments (522,214) (501,848)
4,388,697 1,605,558

EAARAERHEFRET ALB—HTGLT
ERES E Lk D

—ERNFEER
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Due to the nature of business of the Group, the Group generally grants no

credit period to property buyers.
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25. JEMCFRAK - H AL EM PRI R EATIT A 25. TRADE RECEIVABLES, OTHER RECEIVABLES AND
(#%) DEPOSITS PAID (continued)
AR X KRB RS M T The following is an aged analysis of trade receivables at the balance sheet date:

* Eal s
HK$’000 HK$°000
—F R Within one year 135,304 351,554
—F 0k Over one year 130,756 70,106
266,060 421,660
26. JEOKF A5 A 26. AMOUNTS DUE FROM FELLOW SUBSIDIARIES
H M AHIE A I o B R IA BT RIEE AR The amounts are unsecured, interest-free and repayable on demand. The whole
LRBE B IR AH—F N balance is trade in nature and being aged within one year.
27. RERBITEHH 27.  CASH AND BANK BALANCES
NER GO THFANRE25EF2.952 Cash and bank balances comprise short-term bank deposits carry interest at
(ZERRZF:2.0RZ2.4R) 3822847 market rates which range from 2.5% to 2.95% (2005: 2.0% to 2.4%) per annum.
F#ho
N A R AT & B X B E AR Included in cash and bank balances, there is a total balance amounting to
2,312,470,000T (48 % ## %2,312,470,000T) RMB2,312,470,000 (equivalent to HK$2,312,470,000) (2005: RMB2,029,791,000
(ZRERAFARKN2,029,791,0007T (4% #A (equivalent to HK$1,957,183,000)) accumulated in RMB which is not a freely
#11,957,183,000T) ) A AR M B3 IEAR convertible currency.
7R B LA e
28.  JEAT PRI A F AL AT ERIA 28. TRADE AND OTHER PAYABLES
* Eal s
HK$’000 HK$°000
JEAT B3R Trade payables 902,371 1,094,841
3 JEAT PR IE BT B ) Other payables and accrued charges 1,002,041 405,305
1,904,412 1,500,146
AR R Z AT AR Z AR M4 T The following is an aged analysis of trade payables at the balance sheet date:
* Eal s
HK$’000 HK$°000
—% N Within one year 475,236 953,938
—F 2k Over one year 427,135 140,903
902,371 1,094,841
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29. JEATR 4B AE R — R AR 29. AMOUNTS DUE TO FELLOW SUBSIDIARIES/ADVANCE
& #Hk A — R IR E] BOR FROM A HOLDING COMPANY/AMOUNT DUE TO A HOLDING
COMPANY
A HIA A R IRAT R IA B RAE BB R 4 The amounts are unsecured and repayable on demand. The amounts due to
T 8] 3R T S B B R B vl R Bk A — fellow subsidiaries are interest-free, trade in nature and being aged within one
FNoKkFXL —RIFER NG BB B AR year. The advance from a holding company in prior year, which is interest-
.25 % AN -4 b Y PN & T & free, has been subsequently converted into capital investment in a subsidiary
of the Company.
JEAF— R NG ZHoAEKkHBCosmart The amount due to a holding company representing the consideration payable
Enterprise Limited ([Cosmart|) Z EATKAR for the acquisition of Cosmart Enterprise Limited (“Cosmart”) (see note 34) is
(LW 3234) » 73 o & B ARAT R £ 45 B dm 5 4] & interest bearing at Hong Kong Interbank Offered Rate (“HIBOR”) plus 0.5%
0.5 % & per annum.
30. SRATHR 30. BANK BORROWINGS
* Eal s
HK$’000 HK$°000
A& AT Secured 1,250,000 1,345,400
¥ %1 Unsecured 8,341,569 4,456,348
9,591,569 5,801,748
AT 7 B M AR Bk e Carrying amount repayable:
BB RR—FN On demand or within one year 3,434,031 1,842,210
— VA AR R A S More than one year but not exceeding two years 1,370,000 1,047,490
WA BB R AR i A More than two years but not more than five years 4,787,538 2,912,048
9,591,569 5,801,748
WA AT — Less: Amounts due within one year shown
B2 under current liabilities (3,434,031) (1,842,210)
6,157,538 3,959,538
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30. SATHER (4R) 30. BANK BORROWINGS (continued)

AEANAMER TR AT FRSZ G
HMAZ AR R =T

#

Hong Kong dollars
United States dollars

The Group’s borrowings that are denominated in currencies other than the

functional currencies of the relevant group entities are set out below:

| 20 2005

BT R BT A
HK$’000 HK$’000

4,485,000 320,000

- 218,224

4,485,000 538,224

AMAACHERTFHETHNES; 62 (=X
Ai—?-4.9/§i) AT EBATR KB

5,106,569,000C (= &RE A% %%
3,507,546,000T) & & & 55 4047 F) £ 47 & 5 Ao
0342 (=R K 55 FBRATR EA &5
H| 420,452 24 FARAT B) 35 & B Am3.50/2) =t
B2 SRR 1 4,485,000,000T (ZEE 5
A 12,294,202,0007T) o AR5 AR B R B 3K AT
BB RA S MRAR M —F R

%

VA bR SR B AR A 35 91,063,971,000 T
(ZZF 7 4% 142,280,336,000T) A EA (=
B A H218,223,0000) X AT K
mm#l%m&%mﬁﬁuﬁh%%wﬁi
£H S FAEHN1,400,000,000T (ZEE L
43 8819,000,000T ) X ARAT R ik”g#ﬁﬁg
FRMHEZAEFEM () EEFRHRIMH
%Wﬁ*ﬁ%ﬁi&ﬁ&%ﬁ&$ﬁ/%%°

Amount included fixed-rate bank borrowings of HK$5,106,569,000 (2005:
HK$3,507,546,000) which carry interest at average fixed rate of 5.6% (2005:
4.9%) and variable-rate borrowings of HK$4,485,000,000 (2005:
HK$2,294,202,000) which carried interest at HIBOR + 0.34% (2005: HIBOR +
0.45% and LIBOR + 3.50%) per annum. The borrowings are repayable by
instalments or in a lump sum upon maturity in accordance with the terms set

out in the respective loan agreements.

Included in the borrowings of the Group above are unsecured loans amounting
to HK$1,063,971,000 (2005: HK$2,280,336,000) and nil (2005: HK$218,223,000)
which were guaranteed by CRNC and CRH respectively. Also, in respect of
bank borrowings of the Group amounted to HK$1,400,000,000 (2005:
HK$819,000,000), in accordance with the terms of the respective loan
agreements, CRH is required to hold not less than 35% of the issued share

capital of the Company at any time during the period of the loans.
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3. frxemTi

31.

DERIVATIVE FINANCIAL INSTRUMENTS

| 20 2005

Ll EE

Currency swap

BT ok
HKS$000 HK$'000
- (23,456)

HZERE=ZFNAZ T B REBE—RRAT
T AR RRM BILKE B R RATH
FAE 2 AR H538,031,000T % 65,000,000 % T
ZERAMNEIAMNFE - XHAZRENFNAZ

+H&H-

L#ATAE TR A RS G B BT E
EANFEARAA LR R F LA W HRAM

On 30 June 2003, the Group has entered into a currency rate swap with a bank
of which, the Group acted as the fixed rate payer of RMB538,031,000 and the
bank as the fixed rate payer of US$65,000,000. The transaction was settled in
net on 30 June 2006.

The above derivative was measured at fair value at prior year’s balance sheet

date. Its fair value was determined based on the quoted market prices for

BR- equivalent instruments at the balance sheet date.
32. B’A 32. SHARE CAPITAL
¥R A
Number of shares Share capital
BT BT
HK$’000 HK$’000
M@ A8 A 10,1002 %38 B Ordinary shares of HK$0.10 each
ER Authorised:
kSl At the beginning of the year 5,000,000,000 2,000,000,000 500,000 200,000
HA_ERASSA=TXR Increase on 27 June 2005
3 A (W 32) (Note) —3,000,000,000 - 300,000
S At the end of the year 5,000,000,000 5,000,000,000 500,000 500,000
E AT BB R Issued and fully paid
kSl At the beginning of the year 2,773,670,691 1,502,667,428 277,367 150,267
Bt & #7 Ik Placement of new shares 300,000,000 - 30,000 -
AT A% 0 MR AR Exercise of share options
(JLM3£33) (see note 33) 63,040,500 15,397,000 6,304 1,540
Ve B IR T B N ) BRI AE B Issued in consideration for the
Z AR 7o AT acquisition of additional
interests in a subsidiaries 186,104,218 1,255,606,263 18,610 125,560
3,322,815,409 2,773,670,691 332,281 277,367
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32.

33.

AR (#7)

Wiz RFBREHA_RELFXA T LBBBZ
T k%% % 8 8939 33,000,000,000 8% A
FE@ AL A0 . 1 X KA 8] kT Al
i&%"f‘:‘ZO0,000 0007T3 £ #4500, OOO 000+
HEMBBNAE T OB B EHRF
Wi o

AZREXNF+T A+ B LK
Cosmart#47186,104,218 B 4 ik & 14 # %0.1
A Z A8 R (M 3£34) cCosmart i b #H
WAL FE EA T FAE A 8 49% M R HE# o

M Cosmart 3 5 5L 4 &) 38 AR BE SRAE ) A%
Ao ik (4 A TR 4 B ) 3 1 346,667,000 T 0

A A 3T 8

A8 S I RCHEST #)  Bp [ 380 ) &[5 3¢
EIREP R TR E EO L EE S RS
AF R A AR

EStRldE AN AR — AR RREF LA =
BBLEEGRRAERANEAERR_F
+— B A KA AR I R AR R o A =
F—H=+—8 AN BRI ELL
B3 B R AR AR 2 s AR SR X
S HA LI B AR E) W BN E] 2 A B
( AN EFEN) AREE I AN

EER T ZATEAR AT B R IFAR B =
RE—FIHA—BAHEAZ LT AN EFZ
B BT 3 ORAFARA R 3] By X @ A o F )
ZR AT AR R T EAREZ CBITR
TTHEALROERD RS FARLB-RE—F
JUR —B AT A X EF AR EFHFZ ERe

32.

33.

SHARE CAPITAL (continued)

Note: Pursuant to a written resolution passed by the shareholders on 27 June 2005, the
authorised share capital of the Company was increased from HK$200,000,000 to
HK$500,000,000 by the creation of an additional 3,000,000,000 shares of HK$0.1
each, which rank pari passu in all respects with the then existing shares.

On 20 December 2006, 186,104,218 ordinary shares of HK$0.1 each (Note 34) were
issued for the acquisition of Cosmart. Cosmart owns 49% equity interests in Beijing

China Resources Xin Zhen Property Co., Ltd.

The acquisition in Cosmart gives rise to a deemed capital distribution (consolidated
statement of changes in equity) to the controlling shareholder of HK$346,667,000.

SHARE OPTION SCHEMES
The Company operates share option schemes for the purpose of promoting
additional commitment and dedication to the objectives of the Company by

participants, namely the “Old Scheme” and the “New Scheme”.

The Old Scheme refers to the share option scheme adopted by the Company
pursuant to a board resolution passed on 20 July 2000, which subsisted until
31 January 2002. On 31 January 2002, the shareholders of the Company
approved the termination (to the effect that no further options shall be offered)
of the Old Scheme. Eligible participants of the Old Scheme were the employees
of the Company and the subsidiaries (including directors of the Company).
The exercise price of the share option under the Old Scheme is determined by
the directors of the Company. The exercise price will not exceed the maximum
discount permitted by the Listing Rules applicable prior to 1 September 2001
and not less than the nominal value of the Company’s shares. The maximum
number of shares issued and permitted to be issued on the exercise of options
under the Old Scheme and to be granted to each participant does not exceed
the maximum limit as permitted by the Listing Rules applicable before 1
September 2001.

AR S
Annual Report 2006

111



112

A A SRR 32

Notes to the Financial Statements

33.

B AR (4F)

AR EAERE - F— A=+ — BB
P E R R 2P UL ES Y3 R
8] AT B A KA S S B AR
AL RF OFEANTFATRIFEHTE
F il AN AR B PUTRIE AT EF AT
BRI RMERLEMEELEARERZ
B RAM ~ & R R R AR AT AT A
BAefp B A a) AR BZH AN ITHAR
REBRF AN ZEFF FHARAEZZR
R BRAAR E BN R B o AR IR TR
AN EFEEBBRAMZATEAR @ LRI
ARTZHZR G ANE RO 2 RAER
hE TR D E R ER R SR
AR S £ B 2P T R AR 8 A o AR IR
Fr 3T B 3% Aok K ATAE BT A B A A R AT
1 B T T AT 20 A 48 B A BOAR IR AT S B
G Z BT B R AT B T A AT R
RHBEANALELBEEHFINTTHIRS
FCR oA AR A E R AT 09 £ LR AT g
Z E e

ARIEATT AW IR E B R AR k2
B AL =+ N R P I AT A B LT 0 RAR
B o R B ey BRI AR ST B RAT I A £ F
EHERE AL B TR ERAT G
TRz A A At R FAR T+
S oAb R B A AR ST AT B A A R ) R AR
& ke

AZEEXF+ A=+ — 0 LEREE
F) 2 A7 3% A R ATk 2 8 A AR M 2R
3% B 5 3] 413,708,000 8% & 77,534,000 % (=
FR B 123,765,000 % 94,018,000 8% ) + 485
KRN AE R X AT 0.41% %2.33%
(= RE 2 5:0.86%%3.39%) °
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SHARE OPTION SCHEMES (continued)

The New Scheme refers to the share option scheme adopted by the Company
which was approved by the shareholders in general meeting on 31 January
2002. The board of directors may grant options to eligible participants,
including executive or non-executive directors of the Company, any
discretionary object of a discretionary trust established by any employee,
executive or non-executive directors of the Company, any executives and
employees of consultants, professional and other advisors to the Group, chief
executive, substantial shareholder of the Company, associate companies of the
Group, associates of directors, chief executive and substantial shareholder of
the Company, and employees of substantial shareholder. The exercise price of
the share option under the New Scheme is determined by the directors of the
Company, and will not be less than the higher of the closing price of the
Company’s shares on the date of grant, the average closing price of the shares
for the five business days immediately preceding the date of grant, and the
nominal value of the share. The total number of shares that may be issued
upon the exercise of all options granted and yet to be exercised under the New
Scheme and the maximum number of shares that may be issued upon exercise
of all options to be granted thereunder and the maximum entitlement of each
participant under the New Scheme is respectively, equivalent to the maximum

limit permitted under the prevailing Listing Rules.

The offer of a grant of share options under both schemes may be accepted
within 28 days from the date of the offer together with the payment of HK$1
in total by the grantee. The vesting and exercise period of the share options
granted is determinable at the entire discretion of the board of directors with
the vesting period not exceeding four years and the exercise period will not
exceed a period of ten years immediately after acceptance of grant. Options are

lapsed if the employee leaves the Group before the options vest.

At 31 December 2006, the number of shares in respect of which options had
been granted and remained outstanding under the Old Scheme and the New
Scheme were 13,708,000 and 77,534,000 (2005: 23,765,000 and 94,018,000)
shares, representing 0.41% and 2.33% (2005: 0.86% and 3.39%), respectively,

to the shares of the Company in issue at that date.
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33. HmAEHD (%)
TABERER (AEEFEN) FAZI AL
MR H AR FEZ 8

33. SHARE OPTION SCHEMES (continued)

The following tables disclose details of the Company’s share options held by

employees (including directors) and movements in such holdings during the

year:
R AHER R
Number of share options
AoERNE
AZRENE +=A
=33 —A—8H =+—8
R E X4 FRRE F iR ERLEE kAT
Subscription F71¢ 8 Outstanding Granted Exercised Lapsed  Outstanding
¥k 8 H price Exercisable at during during during at
Date of grant per share period 1.1.2006 the year the year the year 31.12.2006
X
HK$
B33 27/06/1997 4.592 27/06/1997 to 16,075,000 - (4,357,000) - 11,718,000
0ld Scheme 27/05/2007
20/07/2000 0.990 20/07/2000 to 7,690,000 - (5,700,000) - 1,990,000
27/05/2007
23,765,000 - (10,057,000) - 13,708,000
E i ] 01/03/2002 1.610 01/03/2002 to 12,200,000 - (11,240,000) - 960,000
New Scheme 28/02/2012
04/03/2002 1.590 04/03/2002 to 25,730,000 - (15,020,000) - 10,710,000
03/03/2012
15/04/2002 1.610 15/04/2002 to 3,500,000 - (3,500,000) - -
15/04/2012
07/10/2002 0.960 07/10/2002 to 4,748,000 - (3,398,000) - 1,350,000
06/10/2012
28/04/2004 1.040 28/04/2004 to 26,810,000 - (16,605,500) - 10,204,500
27/04/2014
29/04/2005 1.42 29/04/2005 to 8,030,000 - (920,000) - 7,110,000
28/04/2015
01/06/2005 1.23 01/06/2005 to 11,000,000 - (1,400,000) - 9,600,000
31/05/2015
02/06/2005 1.27 02/06/2005 to 1,200,000 - (700,000) - 500,000
01/06/2015
27/06/2005 1.34 27/06/2005 to 800,000 - (200,000) - 600,000
26/06/2015
03/01/2006 3.225 03/01/2006 to - 30,700,000 - - 30,700,000
02/01/2016
17/02/2006 3.965 17/02/2006 to - 2,000,000 - - 2,000,000
16/02/2016
26/06/2006 3.58 26/06/2006 to - 3,800,000 - - 3,800,000
25/06/2016
94,018,000 36,500,000 (52,983,500) - 77,534,500
117,783,000 36,500,000 (63,040,500) - 91,242,500
ZRE N
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33, ERARAEZTE (%) 33.  SHARE OPTION SCHEMES (continued)
R AHER R
Number of share options
RoEEES
AR ERF e ¥ d +=A
£33 —A—8 Lapsed =+—8
AR  RATHE FRRE F AT during # AATH
Subscription 1% 8 Outstanding Granted Exercised the year  Outstanding
#&BH price Exercisable at during during (MF3£1) at
Date of grant per share period 1.1.2005 the year the year (Note 1) 31.12.2005
B
HK$
% 33 27/06/1997 4.592 27/06/1997 to 16,075,000 - - - 16,075,000
0ld Scheme 27/05/2007
20/07/2000 0.990 20/07/2000 to 13,540,000 - (5,850,000) - 7,690,000
27/05/2007
29,615,000 - (5,850,000) - 23,765,000
E i ] 01/03/2002 1.610 01/03/2002 to 12,200,000 - - - 12,200,000
New Scheme 28/02/2012
04/03/2002 1.590 04/03/2002 to 28,170,000 - (1,840,000) (600,000) 25,730,000
03/03/2012
15/04/2002 1.610 15/04/2002 to 4,400,000 - (900,000) - 3,500,000
15/04/2012
07/10/2002 0.960 07/10/2002 to 9,350,000 - (4,602,000) - 4,748,000
06/10/2012
28/04/2004 1.040 28/04/2004 to 28,640,000 - (1,505,000) (325,000) 26,810,000
27/04/2014
29/04/2005 1.42 29/04/2005 to - 8,580,000 - (550,000) 8,030,000
28/04/2015
01/06/2005 1.23 01/06/2005 to - 11,700,000 (700,000) - 11,000,000
31/05/2015
02/06/2005 1.27 02/06/2005 to - 1,200,000 - - 1,200,000
01/06/2015
27/06/2005 1.34 27/06/2005 to - 800,000 - - 800,000
26/06/2015
82,760,000 22,280,000 (9,547,000) (1,475,000) 94,018,000
112,375,000 22,280,000 (15,397,000) (1,475,000) 117,783,000
P32 Note:

1. S SR AEAN e B e R AE 5585 AT A PR S I
%k Ake
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Options are lapsed if the employee leaves the Group before the options rest.
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33, ERARAEZTE (%) 33.  SHARE OPTION SCHEMES (continued)
R BT QIR NG EE RN R K B Details of the movements of the share options during the year held by the
NZEBHFH T directors of the Company included in the above table are as follows:
BB AR
Number of share options
AZEEXE
AZEBRNHE +=A
£33 —A—H Z+—=8
AR MAAE FREE SRR FRkE ZHaR BASR
Subscription 718 Outstanding Granted Exercised Lapsed  Reallocation  Outstanding
#®bBaM price Exercisable at during during during (M3£1) at
Date of grant per share period 1.1.2006 the year the year the year (Note 1) 31.12.2006
B
HK$
%) 27/06/1997 4.592 27/06/1997 to 4,300,000 - (2,300,000) - (2,000,000) -
0ld Scheme 27/05/2007
20/07/2000 0.990 20/07/2000 to 5,700,000 - (2,400,000) - (3,300,000) -
27/05/2007
10,000,000 - (4,700,000) - (5,300,000) -
#3t4) 01/03/2002 1.610 01/03/2002 to 8,400,000 - (4,800,000) - (3,600,000) -
New Scheme 28/02/2012
04/03/2002 1.590 04/02/2002 to 120,000 - (1,420,000) - 1,300,000 -
28/02/2012
15/04/2002 1.610 15/04/2002 to 1,600,000 - - - (1,600,000) -
28/02/2012
28/04/2004 1.040 28/04/2004 to 11,500,000 - (3,500,000) - (8,000,000) -
27/04/2014
01/06/2005 1.23 01/06/2005 to - - (700,000) - 2,600,000 1,900,000
31/05/2005
02/06/2005 1.27 02/06/2005 to 1,200,000 - (700,000) - (500,000) -
01/06/2015
22,820,000 ~ (11,120,000) ~ (9,800,000 1,900,000
32,820,000 - (15,820,000) - (15,100,000) 1,900,000

—ERNFEER
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33, ERARAEZTE (%) 33.  SHARE OPTION SCHEMES (continued)
BB AR
Number of share options
ARz E
AZEERHF +=A
E-3d —A—H =+—H
AR MAAE FREE SRR FRkE ZHaR BASR
Subscription 718 Outstanding Granted Exercised Lapsed  Reallocation  Outstanding
#®BEH price Exercisable at during during during (M3£1) at
Date of grant per share period 1.1.2005 the year the year the year (Note 1) 31.12.2005
B
HK$
B33 27/06/1997 4.592 27/06/1997 to 6,800,000 - - - (2,500,000) 4,300,000
0ld Scheme 27/05/2007
20/07/2000 0.990 20/07/2000 to 8,200,000 - - - (2,500,000) 5,700,000
27/05/2007
15,000,000 - - - (5,000,000) 10,000,000
# 3t 3) 01/03/2002 1.610 01/03/2002 to 8,400,000 - - - - 8,400,000
New Scheme 28/02/2012
04/03/2002 1.590 04/02/2002 to 120,000 - - - - 120,000
28/02/2012
15/04/2002 1.610 15/04/2002 to 1,600,000 - - - - 1,600,000
28/02/2012
28/04/2004 1.040 28/04/2004 to 11,500,000 - - - - 11,500,000
27/04/2014
02/06/2005 1.27 02/06/2005 to - 1,200,000 - - - 1,200,000
01/06/2015
21,620,000 1,200,000 - - - 22,820,000
36,620,000 1,200,000 - - (5,000,000) 32,820,000
fhf 3£ Note:
1. A B MEE AT o BB B R AR AN KSR 1. The reallocation of options arose when the option holders changed their positions
BERNNZMERBRARAEFABEF in the Company from employees to directors or vice versa during the year. The
B B E 47 M B R AE AN 18 AR options were granted to them in previous years.

A
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33.

EBAE R (48)
A AT X R AT T AT AR B B e A
FHRIR LRSS (ZREAHF HH1.23

) e

BE_EREXNF+_A=+—RLFE AN
AA—AZB-ZA+LtBAXA=tTXBH
sk B I HE © BT 3 oh B MO 2 A% 2H A 4R 73 e A
A LA I TR X H oKX E 4 T

%

I AT 3 AR Weighted average share price

R & Exercise price

FAH T 48 R SF Expected life

£ R A & Risk-free rate

TR LR E Expected dividend yield

Ah R Fair values of option at
Y& NS grant date

Pk B A Closing share price
Py T AR immediately before

date of grant
LY R Vesting period

B M A Z S5 B AT 1 245 o

32y A A St e AT A B R A ST AR 4 KA Am A AR
BEEMZBR QHERBLS L ERBRYE

B RN AL TR ERD S

T8 9% 8 75 4 TA R AR ©) 3R AR AR £40% 3t
Fa w4260 RBERHZ T ARLE
B o b B K PT R TR BT A R SE R S ARGRE R B
R TR YL AT R AAT A F SR
£ 3T AR oA Ko

ME-RENH+_A=+—BLFE K%
) #E52 AN B) BT HH B AR B X s
29,352,000 (=R A # 44,918,000 ) °

33.

29.4.2005

BH0.987T
HK$0.98
L4
HK$1.42

4

7 years
4.00%

2.76%
#40.259 T
HK$0.259

#1387
HK$1.38
4

4 years

SHARE OPTION SCHEMES (continued)
In respect of the share options exercised during the year, the weighted average
share price at the dates of exercise is HK$1.55 (2005: HK$1.23).

During the year ended 31 December 2006, options were granted on 3 January,
17 February and 26 June. The estimated fair values of the options granted
were calculated using the Black-Scholes pricing model. The inputs into the

model were as follows:

1.6.2005 2.6.2005 27.6.2005 3.1.2006 17.2.2006 26.6.2006
BA1.230 BH127T ARFL3IL BH3.23T AH3.93T BEH353T
HK$1.23 HK$1.27 HK$1.31 HK$3.23 HK$3.93 HK$3.53
BA1230  AWL2TL BH135T BH323T AH39TT B35S
HK$1.23 HK$1.27 HK$1.35 HK$3.23 HK$3.97 HK$3.58
(& 4 4% 14 74 (&

7 years T years T years T years T years T years
4.71% 3.491% 3.409% 4.105% 4.25% 4.806%
3.48% 4.56% 4.58% 1.86% 1.529% 1.702%
AH0.3340  BH03520  AH0.3520 AEHLT2A BH215T AF1STL
HK$0.334 HK$0.352 HK$0.352 HKS$1.72 HK$2.15 HKS$1.87
BAR125L AW B4 BH322T  BEA00T B34S
HK$1.25 HK$1.23 HKS$1.34 HK$3.22 HKS$4.00 HK$3.48
S 4% 45 45 44 4%

4 years 4 years 4 years 4 years 4 years 4 years

All options were under the graded vesting period between one to four years.

Note: Because the Black-Scholes option pricing model requires the input of highly

subjective assumptions, including the volatility of share price, changes in subjective
input assumptions can materially affect the fair value estimate.

The expected volatility measured at the standard derivation of expected share
price returns of 40% is used, which is based on average of 260 day historical
volatility. The expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non transferability, exercise

restrictions and behavioral considerations.

The Group recognised the total expense of approximately HK$29,352,000 for
the year ended 31 December 2006 (2005: HK$4,918,000) in relation to share
options granted by the Company.
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34.

W T B - 3]
BRE_RENFT_A=+—BLSE

A BRNXF+ A+ —8 AEBAKRIE
#453,105,680,000 7T + M Cosmart 23k € 4847
AR o €A% ) PR B3t R N o MR T E A
2 AR B 15 346,667,000 T Ak AL A B 3 B
8] XA K 3 AR B AR de e

CosmartX & # I & 2 8 Charmlink Enterprises
Limited#7# b 77 #MATAE LA R FAELA S
([#748]) A9% A T AR ERELEWSE
NE A R ERANMZ TR Y
46.9% £ F+ £95.9% °

Cosmart 3—%2%WEAdKennex
Enterprises Limited 47 3 # & 3 (R A7) 4 &
FRAE) ([ RARERE ) 2445 o RARE R A
ATERMERLIZINE REDERRES #
B ZE BT KE T — WAL AP B K R AR
Z M E AR

34.

ACQUISITION OF SUBSIDIARIES

For the year ended 31 December 2006

On 21 December 2006, the Group acquired 100% of the issued share capital of
Cosmart for consideration of HK$3,105,680,000. This acquisition has been
accounted for using the purchase method. The premium on acquisition of
HK$346,667,000 arising as a result of the acquisition was deemed as capital
distribution to holding company and debited against share premium.

A wholly owned subsidiary of Cosmart, Charmlink Enterprises Limited, holds
49% interest in Beijing China Resources Xin Zhen Property Co., Ltd. (“Xin
Zhen”). Xin Zhen was a non-wholly owned subsidiary of the Group. As a result
of the acquisition, the Group’s effective interest in Xin Zhen increased from
46.9% to 95.9%.

Another wholly owned subsidiary of Cosmart, Kennex Enterprises Limited,
holds 100% interest in China Resources Land (Chengdu) Development Company
Limited (“Chengdu Development”). Chengdu Development is a company
established in the Chinese Mainland and engaged in the property development
activities. The main tangible asset of the Company is a property development
site in Chengdu, the Chinese Mainland.

3 TR A o
Carrying
amount and
fair value
BT
HK$’000
P Bl AR AR Net assets acquired:
AT E NG MR Interest in associate 487,967
mEGE Inventory of properties 2,271,045
2,759,012
VAT 3 75 X AT Satisfied by:
AT REAY (H3E) Shares issued (Note) 1,570,719
RERE Cash consideration 306,660
I3 RAR (E3F A JEATFE B A 3] A N) Deferred considerations (included in amount due to a holding company) 1,228,300
3,105,679
B T B A 5) 28 P AE 2 S B Capital distribution to holding company arising from acquisition
) P RN 8] i A (AR E AR ) of additional interests in subsidiaries (included in share premium) (346,667)
2,759,012

M3 4 AMKECosmart AR X —3 5 44T A
3186,104,218 RAM@ILAH0.1 L H
i8R 3232) o F5 RO S B 2 T AT Z M6 18
i S S I PN S A S
1,570,719,000 7T » 48 & 745 B B Ay 3 ¥ 8.44 7T

—ERNFEER
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Note:  As part of the consideration for the acquisition of Cosmart, 186,104,218 ordinary
shares of the Company with par value of HK$0.1 each were issued (Note 32). The
fair value of the ordinary shares of the Company, determined using the published
price available at the date of the acquisition, amounted to HK$1,570,719,000,
representing HK$8.44 per share.
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34. MR BAE (4)

BRE-_BREAS+-_A=Z+—BILFE

ABERASF+ A = B A EBEARIE R
3,207,315,387L ¥ #Boom Go Group Limited %
King Role Limited 2 ¥ & 24T B A o i 245 A 3%
BB 3T R N BR o OB BT E A OO AT SR R
1,131,520,000 TAXAL & 42 B 8] Z 02 70 it e 3t

NFH Ao

King Role Limited#7 3 M E b (Jb73) B A A IR
28] (e 3R F b |) 21.53% M Ao A 48 B A4k
FEMBMZIMERMKEONT0.43% EME

91.96%°

PR 3% A E 2 BRE A SN PR AR 8 0 FT E A

Z AR e T

34. ACQUISITION OF SUBSIDIARIES (continued)

and the discount arising, are as follows:

For the year ended 31 December 2005

On 20 December 2005, the Group acquired 100% of the issued share capital of
Boom Go Group Limited and King Role Limited for consideration of
HK$3,207,315,387. This acquisition has been accounted for using the purchase
method. The discount on acquisition of HK$1,131,520,000 arising as a result
of the acquisition was deemed as capital contribution from holding company
and credited against capital reserve.

King Role Limited holds 21.53% of China Resources Land (Beijing) Co. Ltd.
(“CRL Beijing”). As a result of the acquisition, the Group’s interest in CRL
Beijing increased from 70.43% to 91.96%.

The carrying amount of net assets acquired approximates to the fair values,

A4 71 R AT HOR O T 2

PRE AL AT 4R
Acquirees’
carrying amount
and fair value
before combination
BT
HK$’000

BT B A E A Net assets acquired:
Wy~ R B BB Property, plant and equipment 49,293
HAME Investment properties 5,951,377
AT B NG X HEH Interest in associates 601,725
AR A Available-for-sale investment 917
Py Inventories 9,392
JEANC AR A B 3 BV BR R Trade and other receivables 25,149
RERSBATH A Cash and bank balances 168,051
JEAT BR B B A JEAT BRSR Trade and other payables (530,997)
JEAT AR Taxation payable (2,229)
AT B3 Bank loans (1,451,110)
i 3E FLIE A 1K Deferred taxation liabilities (482,733)
4,338,835
BRI 2R Discount on acquisition (1,131,520)
3,207,315
WARAR VAT 3] 75 X AT Total consideration satisfied by:
AT Ay (W 32) Shares issued (Note) 2,872,199
hE— R EAE (H:235) Disposal of a subsidiary (note 35) 323,074
JEAL W BE 2 B R A Direct cost attributable to the acquisition 12,042
3,207,315
WCRE BT E A Z A NG Net cash inflow arising on acquisition:
PR IR R e 510 Cash and cash equivalents acquired 168,051
EAT R KRR Cash consideration paid (12,042)
AR BN B A8 Z e R AA Net inflow of cash and cash equivalents in
FAAANGFE respect of the purchase of subsidiaries 156,009
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34.

35.

W BT B3] (4R)

BE-_EBREHF+ A =+—HILFE ()

M 320 4F %3 Boom Go Group Limited % King Role Limited
RAE 2 —4F 0 L AAT AN 8] 1,255,606,263 8%
B AR 0. 102 0 R (I 3233) o35 BRI
B BT IR A AR AL S S R 8] i
AR B 2,872,199,327 4 48 5 A A HE AR
Iy #HAE2.29 7 0

WEMIEA—ERERE—A — AR A
2 AR B 40 % WM A 5 13,158,000,000 T @
25 B3 ) B A 3 2,433,000,000 7T o 45
A R — R AT LA RS
F—A—BRAAEBIFRELAALS
ERFFEE L EE TIRF S 4033 100 PN
3 MO B A TR A A AR
i o

BE—KWENE)
BE_BRZr4+_A=+—B1LFE
AZBERAHF+ A=+ REEHE LW
/% 2 3] Full Knowledge Investments Limited + 4£
Al Boom Go Group LimitedZKing Role
LimitedZ 34K -Full Knowledge
Investments Limited# i & B #Z & & i${i 4
T

34.

35.

ACQUISITION OF SUBSIDIARIES (continued)
For the year ended 31 December 2005 (continued)

Note: As part of the consideration for the acquisition of Boom Go Group Limited and

King Role Limited, 1,255,606,263 ordinary shares of the Company with par value
of HK$0.1 each were issued (Note 33). The fair value of the ordinary shares of the
Company, determined using the published price available at the date of the
acquisition, amounted to HK$2,872,199,327, representing HK$2.29 per share.

If the acquisition had been completed on 1 January 2005, total group turnover
for the period would have been HK$3,158 million, and profit for the year
would have been HK$2,433 million. The proforma information is for illustrative
purposes only and is not necessarily an indication of turnover and results of
the Group that actually would have been achieved had the acquisition been
completed on 1 January 2005, nor is it intended to be a projection of future
results. The turnover and profit contributed by the subsidiaries acquired to

the Group from the acquisition date was insignificant.

DISPOSAL OF A SUBSIDIARY
For the year ended 31 December 2005
On 20 December 2005, the Group disposed of its subsidiary, Full Knowledge
Investments Limited as part of the consideration for the acquisition of Boom
Go Group Limited and King Role Limited. The net assets of Full Knowledge

Investments Limited at the date of disposal were as follows:

20.12.2005
G o
HK$'000
THETH AR XA EFE NET ASSETS DISPOSED OF
PR €18 Investments held for trading 323,074
B AR AR Consideration for acquisition 323,074

HEHREATLEY L

—ERNFEER
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No cash flow effect arising on the disposal.



A A SRR 32

Notes to the Financial Statements

36, LT&FERLERD
AT B B Z 30 5 RAR BAE R A R LA
Ad 3K oM Z i — W S AW 22340

37. ARAMK
AE B LM EZ R TR IIB 644715 5 45
PR RATH G A £ RAT B AR T A M e
BYEX BB BT E IR -EER L M
FERAHZATEERE KR

38. &

36.

37.

38.

MAJOR NON-CASH TRANSACTIONS
Part of the considerations for the purchases of subsidiaries that occurred during
the year comprised shares and cash payments. Further details of the acquisition

are set out in note 34.

CONTINGENT LIABILITIES

Guarantees are given to banks with respect to leases procured by the purchasers
of the Group’s properties. Such guarantees will be released by banks upon the
delivery of the properties to the purchasers and completion of the registration
the relevant mortgage properties registration. In the opinion of directors, the

fair value of the financial guarantee contracts is not significant.

COMMITMENTS

| 20 2005

* Eal s
HK$’000 HK$°000

HHKBEEIRZ AR L: Capital expenditure in respect of the acquisition of

construction in progress:
—CITH RN G A M H 3 AIEM - Contracted for but not provided in the consolidated

financial statements 55,866 28,878

A M R4 R HEZ AR IE Other commitment in respect of the acquisition of

land use rights 2,759,880 1,624,090
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39. BEAmM 39.

AR EAE A RAA
ARFENEEERYGHRBAEDECAT R
IRAL & A3 A 3 02,582,000 L (R R A 4!
#H937,0007T) °

AR B A B ARIEA T SRR %R T sk
BEMYZ R RRAKA LG AT AR 40 T

OPERATING LEASE COMMITMENT

The Group as lessee

Minimum lease payments paid under operating leases during the year in respect
of office premises was HK$2,582,000 (2005: HK$937,000).

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

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

* Eal s
HK$’000 HK$°000
—% Within one year 2,081 2,290
FH_EHAF (LIEEEWF) In the second to fifth year inclusive 2,667 4,572
AR After five years - 11
4,748 6,873

BEAYABIERAERRLE T HAZH LR
AT AL oMY F Y B —F R AR E R A
BRI

AKEEAHBAA

AR B BRI Z i A N 2 351 587,087,000
AN(=BRRAHF #H168,101,000T) o Lik 4
BFEHARAMEBRNFEEI, 973,000 (ZRR A
FrR) X THEIRRMLEEERETE
slER - AERFERTRNEIHECHR
MEITZFHMNFIETHR AL

AEBALED CRMEIT T A LR
KA ALY

Operating lease payments represent rentals payable by the Group for certain of
its office premises. Leases are negotiated for an average term of one year to

five years and rentals are fixed for an average of two years.

The Group as lessor

Property rental income earned during the year was HK$587,087,000 (2005:
HK$68,101,000). Included above, there was contingent rental income of
HK$9,973,000 (2005: Nil). The contingent rental for certain properties was
determined by a certain percentage of turnover. The properties held by the
Group for rental purpose have committed tenants for an average ranged from

one to seven years.

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

following future minimum lease payments:

* Eal s
HK$’000 HK$°000
—% N Within one year 426,558 480,456
FH_EHAF (BIEEERF) In the second to fifth year inclusive 840,508 777,530
E-¥ After five years 284,993 169,058
1,552,059 1,427,044

—ERNFEER
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40.  BAkAR A 3R

(a)

& #

AR A REA BRI
AR A (R &) &
Fr 2 38 pha st oz st dl A — A B Ak
FtE R £ AR B ARIR R AT 2 AR )
Z AR Rk

F AR BEASRATER LG AN
BRI ARAE MEAREBR
PR B AR AT 5T v F MR f St AR s 2B
o F AT

40.

RETIREMENT BENEFIT PLANS

(a)

Hong Kong

The Group participates in a pension scheme, which was registered under
the Mandatory Provident Fund Scheme Ordinance (the “MPF
Ordinance”), for all its employees in Hong Kong. The scheme is a defined
contribution scheme and is funded by contributions from employers

and employees according to the provisions of the MPF Ordinance.

During the year, the total amounts contributed by the Group to the
scheme in Hong Kong and charged to the consolidated income statement
represent contributions payable to the scheme by the Group at rates

specified in the rules of the scheme are as follows:

| 20 2005

BT BT A
HK$’000 HK$’000
ek A& B &AKE R Amount contributed and charged to the
JerhZ A2 A consolidated income statement 100 100
(b) FTEN® (b)  Chinese Mainland

AEBATENBZREER AT ENLE
R 77 BOR P48 8 B R B ARARAR A 3 E)
ZRB - AERARFERFERKT &
s S EAE R A R AR AR R
o R EMALAFHI - FTELME
i 35 AR

P SRS R ok e e - I R 2
BB R A TR Z MR e T

The employees of the Group in the Chinese Mainland are members of
state-managed retirement benefit schemes operated by the respective
local government in the Chinese Mainland. The Group is required to
contribute a specified percentage of payroll costs to the schemes to
fund the benefits. The only obligation of the Group with respect to

these schemes is to make the specified contributions.

The total cost charged to the consolidated income statement in respect
of the above-mentioned schemes in the Chinese Mainland during each

of the years are as follows:

CAEE R B A B KR
etk ke m

consolidated income statement

Amount contributed and charged to the

BT BT A
HK$’000 HK$’000
12,840 9,001

—ERNFEER
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41, MEAERS 41. RELATED PARTY TRANSACTIONS
(i) R AW BNEEREANEZR S (i) Transactions with fellow subsidiaries/holding companies
AT ARKERAREENGLILE 2 The following is a summary of the significant related party transactions
BN BATZ ERMEAL R SIS entered into by the Group with its fellow subsidiaries during the year:
eiksRER TAEEAK
Rental and Construction
management fees received cost received
2006 2005 2006 2005
W BHETA BHETA BT BHTA
Relationship HK$'000 HK$'000 HK$'000 HK$'000
20 (£8) ARAE China Resources (Holdings) PN
Limited Holding company 7,013 - - -
EMERARAS China Resources Construction Rl 4 W& o 3]
Company Limited Fellow subsidiary - - 161,495 128,842
EMERA RS China Resources Management EENGY PG
Limited Fellow subsidiary 513 190 - -
EME D ERA AR China Resources Power Holdings EE NGV PG
Company Limited Fellow Subsidiary 3,813 - - -
ENGa (EB) ARAE China Resources Textiles Rl % 1 o 3]
Holdings Limited Fellow Subsidiary 3,267 - - -
ERERAMAS China Resources Vanguard F) 4 T o 8]
Company Limited Fellow Subsidiary 2,851 - - -
RIIARAIE B S Shenzhen Kapok Hotel EENGY PG
Fellow Subsidiary 5,808 - - =
EWGEA A China Resources Breweries Rl % 1 o ]
Limited Fellow Subsidiary 2,365 - - =
BRE-_BERZFE+V+_A=+—81% For the year ended 31 December 2005, the Group also acquired
B KRB AR G 8 AT AR B RAR subsidiaries from its holding company, Gain Ahead Group Limited
B 3 4% % 2 3] Gain Ahead Group Limited through issue of shares as consideration. As a result of the acquisition,
WS RG] o K E B I m the Group has obtained additional interest in CRL Beijing (see note
BEFTEMERZFESNMA (LW 34).
34)
BRE_BEENHF+_A=+—81% During the year ended 31 December 2006, the Group also acquired
Bk E B AR T AT R LA AT subsidiaries from its holding company, Cosmart Resources Limited
HEAEKRE AEEBRAGCosmart through issue of shares and cash payments as consideration. As a result
Resources Limited % & % R W B A 3) o K of the acquisition, the Group has obtained additional interest in Beijing
EE R KA T E MM LA China Resources Xin Zhen Property Co., Ltd. and the property interest
PR &) 2 38 9P AE 3 B P B P9 B R R — 18 of a piece of land in Chengdu, the Chinese Mainland (see note 34).

Tz EMRES (LK 234)

—ERNFEER
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Mg AERH (47)

(i) EZZFHAR MM
AN FEER LI EFRABAEN
Z B T

41. 41.

(ii)

RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel
The remuneration of directors of the Company and other members of

key management during the year was as follows:

| 206 2005

42 448 A Short-term benefits
X T AR A Post-employment benefits
FE A At 2% Share-based payments

BT T BT A
HK$’000 HK$’000

8,108 5,036

244 191

4,876 806

13,228 6,033

AN EFATBATKABZHM g
o B A BB R R B T AR 3
oy T
(ili) #PEPNRE TR H/ G (iii)
AEBELE—MEA P R KA TR
(TEREHER]) 52800k
HETEE I RKEARAETATH
R R R 2% B AL T —m s KA
BAEBNE Z—35

P E3(i) PraFEHsh REB TR 1b
RIEHFREFATEH:

AEBRARFEHBRPAET
BB R 3R R AT A
A AR B AT H A — A AR AT B
Aot FRITIHZIHE £
FRAAEBIREL LE K-

(a)

AEBBEP A ERTLETEF
Xy mEFRLLZREAHTF
ZHM R ERALHATRE
B RIERENETS AT
I‘%So

AnaEERL FZEEFERNL R
AEREHREFETZEH P EBLS
Z e

The remuneration of directors of the Company and key executives is
determined by the remuneration committee having regard to the

performance of individuals and market trends.

Transactions/balances with other state-controlled entities in the Chinese
Mainland

The Group operates in an economic environment currently
predominated by entities directly or indirectly owned or controlled by
the PRC government (“state-controlled entities”). In addition, the Group
itself is part of a larger group of companies under CRNC which is

controlled by the PRC government.

Apart from the disclosure in (i) above, the Group also conducts business
with other state-controlled entities as follows:

(a) The Group has certain deposits placements, borrowings and other
general banking facilities, with certain banks which are stated-
controlled entities in its ordinary course of business. In view of
the nature of those banking transactions, the directors of the
Company are of the opinion that separate disclosure would not

be meaningful.

The Group has sales and purchases transactions with customers
and suppliers, in which the directors of the Company are of the
opinion that it is impracticable to ascertain the identity of the
counterparties and accordingly whether the transactions are with

other state-controlled entities.

The directors of the Company consider those state-controlled entities
are independent third parties as far as the Group’s business with them

are concerned.

—ERNFEER
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42, TR o8] SLI BN E) 42. SUBSIDIARIES AND ASSOCIATES
(a) ARXJEZWBAA_EEXF+ = (a) Particulars of the Company’s principal subsidiaries as at 31 December
AZ+—BZAHEF T 2006 are set out as follows:
H AN & HH L L EAT
&G TS XA R
eEFRAS Proportion of nominal value
BMEARZ B of issued share capital/
Nominal value registered capital held by
Gl AL of issued share capital/ K8 T B 2] EX S ¥ 3
Name of subsidiary registered capital Company subsidiaries Principal activities

BERREARAG ([BEHE]) 76,000 % T 100% AR
Strong Foundation Developments Limited US$76,000 Investment holding

(“Strong Foundation”)

Boom Go Group Limited 11£ ¢ 100% - H AR

(“Boom Go”) US$11 Investment holding
Best Hope Group Limited 1£7T = 100% ®E R

(“Best Hope”) US$1 Investment holding
Big Leap Group Limited 1£7T = 100% E R

(“Big Leap”) US$1 Investment holding
Direct Win Group Limited 1£7T = 100% #®E R

(“Direct Win”) US$1 Investment holding
Bright Choice Group Limited 1£7T = 100% #®E R

(“Bright Choice”) US$1 Investment holding
King Role Limited RES 100% = #®E R

(“King Role”) US$3 Investment holding
Cosmart Resources Limited VES = 100% AR

(“Cosmart”) US$2 Investment holding
Kennex Enterprises Limited 1£7T = 100% #®E R

(“Kennex”) US$1 Investment holding
Charmlink Enterprises Limited 1£7T - 100% & E R

(“Charmlink”) US$1 Investment holding
Megapower Resources Limited 1£7¢ = 100% AR

(“Megapower”) US$1 Investment holding

—ERNFEER
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42, WB A BB NE (%) 42. SUBSIDIARIES AND ASSOCIATES (continued)
W T 58 B L AT
BA A AL & A
eEFRAS Proportion of nominal value
EMERZ @ of issued share capital/

T 2 8] 4 AR

Name of subsidiary

36T K AT R ) (H32d)
Beijing China Resources Building

Company Limited (note d)

R E M EFEA RS (W2Ed)
Beijing China Resources Property

Management Company Limited (note d)

EME N Qb)) By A TR
(M 3xa)
China Resources Land (Beijing) Co., Ltd.

(note a)

FMER CLF) hEFTEARAAENE)
(Mt 3£b)

China Resources Land (Beijing) Property
Management Co., Ltd. (note b)

Jb T M AR B E B AR TR F AR ]
(Mt 3£b)
Beijing China Resources Jingtong Property

Development Company Limited (note b)

Jb 3 3 BE R A b & PR S TR A AR 8]
(Mt 3£b)
Beijing China Resources Shuguang Real Estate
Development Co., Ltd. (note b)

36T A A s B A TR 8] (W 32b)
Beijing China Resources Jian Xiang Real Estate

Development Co., Ltd. (note b)

Nominal value
of issued share capital/

registered capital

12,000,000 % 7T
US$12,000,000

370,000% 7
US$370,000

A K. #1,300,000,000 7T
RMB1,300,000,000

A #5,000,000T
RMB5,000,000

A R 264,329,360 T
RMB264,329,360

A R #180,000,000T
RMB180,000,000

10,000,000 % 7T
US$10,000,000

PN

Company

registered capital held by
Tt /B 2 8]

subsidiaries

- 100%

- 100%

= 91.96%

- 100%

- 100%

- 100%

- 100%

EEEH

Principal activities

MELE

Properties investment

MELE

Property management

PR
Investment holding
and property

development

MELE

Property management

MELE

Property development

MELE

Property development

MELE

Property development

—ERNFEER
Annual Report 2006

127



A A SRR 32

Notes to the Financial Statements

42, B o>a) LB N E ()

W B A 8 4 A

Name of subsidiary

IR E T BRMARAAENE (WD)
Beijing Huazhao Electrical Equipment
Co., Ltd. (note b)

Jb T B b E 48 4 A IR 8] (W 3Eb)
Beijing China Resources Property Agent
Co., Ltd. (note b)

R E AN E EA R AAENE) (M 3c)
Beijing China Resources Xin Zhen
Property Co., Ltd. (note ¢)

LT A S H E A TR 8] (I 32c)
Beijing Zhongchengxin Property
Development Co., Ltd. (note c)

EM (L) ARAE (H3d)
China Resources Shanghai

Company Limited (note d)

EMER (LK) AR (F:Ed)
China Resources Land (Shanghai)
Limited (note d)

China Resources Land (Shanghai)
Management Co., Ltd. (F¥3£d) (note d)

M RIA RN E (K 2d)
China Resources (Shenzhen)

Company Limited (note d)

Y| E MY LT A A8 (H2d)
Shenzhen China Resources Property

Management Company Limited (note d)

42. SUBSIDIARIES AND ASSOCIATES (continued)

CAITRAE
EMARZEE
Nominal value

of issued share capital/

registered capital

A B #2,000,000T
RMB2,000,000

A 500,000
RMB500,000

A B #1,000,000,000T
RMB1,000,000,000

AR #28,000,000T
RMB28,000,000

40,000,000 % 7T
US$40,000,000

21,000,000 % 7T
US$21,000,000

150,000 %
US$150,000
#4400,000,000 T

HK$400,000,000

A R #5,000,000T
RMBS5,000,000

Company

W T 58 B L AT
B MK KL @A)

Proportion of nominal value

of issued share capital/

registered capital held by

A F T B A &

subsidiaries

- 100%

- 100%

- 100%

= 80%

- 100%

- 100%

- 100%

- 100%

- 100%

EEEH

Principal activities

T I

Electrical engineering

HERE
Property agency

LEX Y

Property development

LEX Y

Property development

MERA

Properties investment

LEX Y

Property development
MEEE
Property management
UEZ: ;3

Properties investment

WhEE R

Property management

ZRE N EFR
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42, B o>a) LB N E ()

T 2 8] 4 AR

Name of subsidiary

M F b ORAR) BREA R
([RAR#E]) (note d)

EME N ORAR) T EARAE
([ARE%£]) (note d)

M E b ORAR) A R 8] (H32d)
China Resources Land (Chengdu)
Limited (note d)

FRARZE T B by £ AR E)
(M 22b) (note b)

China Resources Land (Wuhan) Co., Ltd.
(P 3£d) (note d)

China Resources Land (Wuhan) Management
Co., Ltd. (F3£d) (note d)

China Resources Land (Hefei) Co., Ltd.
(M 22d) (note d)

China Resources Land (Hefei) Management
Co., Ltd. (F3£d) (note d)

China Resources Land (Ningbo) Co., Ltd.
(M 22d) (note d)

China Resources Land (Hunan) Co., Ltd.
(M 22d) (note d)

42. SUBSIDIARIES AND ASSOCIATES (continued)

W T 58 B L AT
B MK KL @A)

eEFRAS Proportion of nominal value
aMmAAZ @A of issued share capital/
Nominal value registered capital held by
of issued share capital/ AF) W& o 8]
registered capital Company subsidiaries
#%756,000,000T - 100%
HK$756,000,000
64,000,000 % 7T - 100%
US$64,000,000
42,000,000 % T - 100%
US$42,000,000
AR H1,000,000T - 100%
RMB1,000,000
#162,240,000T - 100%
HK$62,240,000
500,000 % - 100%
US$500,000
9,600,000 % T - 100%
US$9,600,000
100,000 % 7T - 100%
US$100,000
#1385,000,000T - 100%
HK$385,000,000
#1240,000,000T - 100%

HK$240,000,000

EEEH

Principal activities

LEX Y

Property Development

LEX Y

Property Development

LEX Y

Property development

WHEE R

Property management

LEX Y

Property development

WhEE R

Property management

LEX Y

Property development

hEE R

Property Management

LEX Y

Property Development

LEX Y

Property Development
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42, T BB LB E N E) (4) 42.

M 3E:

(a)  FHWB A 75— Rk BN R X A
A E) o

(b)  EMBAAG—RATENRREZLEN
ECE

(0 #MEADA—FTHATENLRIZESAE
i

(d) G E) 7 — R AT B R 32 b
FhFeo

TEABRNEFERAH IR EARAEDEHAA
EZ ARG W BN E] e A8 EER B
5] R Ab I B & 2 HF A A BTk

% B-F /& ~ Boom Go ~ Best Hope * BigLeap *
Direct Win ~ Bright Choice *~ King Role »
Cosmart * Kennex * ChamlinkZ Megapower7+ 3&
B R A B SR ah s LR BRI B A F] 23
WA B PR A S E o

T B 8] 3 BB AT AEAT B B A o

(b)  AEEEEAAAZEESEFZA
2+ —B LRI T

AT

B8] AR

Name of associate

36T 3 b [ G R E AT TR E) (I 32a)
Beijing Huazhongyuan Property
Development Co., Ltd. (note a)

36 R K BLA R 8] (K 32D)
Beijing Hua Wei Center Co., Ltd.

%
AEMARZEME
Nominal value of issued

share capital/registered capital

11,000,000 % 7T 50%
US$11,000,000

12,920,000 % 7T 50%
US$12,920,000

SUBSIDIARIES AND ASSOCIATES (continued)

Notes:

(a) The subsidiary is a joint stock limited company established in the Chinese Mainland.

(b) The subsidiary is a domestic wholly owned enterprise established in the Chinese
Mainland.

(c) The subsidiary is an equity joint venture established in the Chinese Mainland.

(d) The subsidiary is a wholly foreign owned enterprise established in the Chinese
Mainland.

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

Company, result in particulars of excessive length.

All the subsidiaries listed above are established and operating in the Chinese
Mainland except for Strong Foundation, Boom Go, Best Hope, Big Leap, Direct
Win, Bright Choice , King Role, Cosmart, Kennex, Chamlink and Megapower

which are registered in the British Virgin Islands.

No loan capital has been issued by the subsidiaries.

(b) Particulars of the Group’s associates as at 31 December 2006 are set

out as follows:

EFMER (LK)
BA A B
Attributable
interest held by
CR (Beijing)

EEEH
Principal activities
DET S V. & 2]
Property investment

and management

LE TS W E

Property investment

(note b) and management
b E S e R LA FRAE) (M 32a) 350,000& T 37.5% Pk = I AR IR AF
Beijing Hua Jiade Decoration Engineering US$350,000 Provision of exterior

Company Limited (note a)

decoration services
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42.

43.

T B o B) 3 B3] (4R)
M3z

(@ FEHEXDA-FATEANERIZINEL
E

(b)  FEBENE S —FAFENRRZZ YIS
Fobbke

T 8] BRI P B bR A B AE

RSB E
BT1Z51328 R M HREACHA_EEL
F= A =4 B EE AR Ao

42. SUBSIDIARIES AND ASSOCIATES (continued)

Notes:
(a) The associate is a domestic enterprise established in the Chinese Mainland.
(b) The associate is a Sino-foreign equity joint venture established in the Chinese

Mainland.

All the associates are established and operating in the Chinese Mainland.

43. APPROVAL OF FINANCIAL STATEMENTS

The financial statements set out on pages 71 to 132 were approved and
authorised for issue by the Board of Directors on 30 March 2007.
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