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Corporate Information

DIRECTORS

Matthew Cheong, Veng-va (Chairman)

Teresa Poon, Mun-chie (Chief Executive Officer)
Wang, Jian-guo *

Mok, Hon-sang *

Wong, Tik-tung *
* Independent Non-executive Directors

Thomas Lau, Luen-hung

Joseph Lau, Luen-hung 3 3%

X Resigned as the Chairman and
an Executive Director of the Company

with effect from 29th March, 2006
X% Resigned as the Chief Executive Officer and

an Executive Director of the Company

with effect from 29th March, 2006
AUDIT COMMITTEE

Wang, Jian-guo
Mok, Hon-sang
Wong, Tik-tung

REMUNERATION COMMITTEE

Wang, Jian-guo
Mok, Hon-sang
Wong, Tik-tung

COMPANY SECRETARY
Lam, Kwong-wai

QUALIFIED ACCOUNTANT
Nora Wang, Wai-ling

SOLICITORS

Sit, Fung, Kwong & Shum
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Profiles of Directors and Senior Executives

EXECUTIVE DIRECTORS

Mr. Matthew CHEONG, Veng-va, aged 48, is the Chairman of the Company
and has been an Executive Director of the Company since March 2006. Mr.
Cheong holds a Bachelor Degree (Hons) in Computer Science and a Master
Degree in Science. He is a chartered engineer in the Royal Institute of
Measurement and Control. Mr. Cheong has over 20 years of experience in the

management and operations.

(Appointed as the Chairman and an Executive Director of the Company with
effect from 29th March, 2006)

Ms. Teresa POON, Mun-chie, aged 35, is the Chief Executive Officer of the
Company and has been an Executive Director of the Company since March
2006. Ms. Poon holds a Bachelor Degree in Architectural Studies and a Master
in Architecture. She is a member of the Hong Kong Institute of Architects and an
Authorized Person (Architect). Ms. Poon has over 10 years of experience in the

management and development of property projects.

(Appointed as the Chief Executive Officer and an Executive Director of the
Company with effect from 29th March, 2006)

Mr. Thomas LAU, Luen-hung, aged 52, was the Chairman of the Company
and had been an Executive Director of the Company since November 2000.
Mr. Lau is also the chairman and an executive director of Chinese Estates
Holdings Limited (“Chinese Estates”) and United Metals Holdings Limited
("United Metals"), all of which are companies whose shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). He is also the
managing director and an executive director of Lifestyle International Holdings
Ltd. ("Lifestyle”), whose shares are listed on the Stock Exchange. He has over
28 years of experience in corporate finance, manufacturing and property
investment and development. Mr. Lau is the brother of Mr. Joseph Lau, Luen-

hung.

(Resigned as the Chairman and an Executive Director of the Company with
effect from 29th March, 2006)
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Profiles of Directors and Senior Executives

EXECUTIVE DIRECTORS (cont'd)

Mr. Joseph LAU, Luen-hung, aged 54, was the Chief Executive Officer of the
Company and had been an Executive Director of the Company since November
2000. Mr. Lau is also an executive director of Chinese Estates and a non-
executive director of Lifestyle whose shares are listed on the Stock Exchange.
He has over 30 years of experience in corporate finance, manufacturing and
property investment and development. Mr. Lau is the brother of Mr. Thomas

Lau, Luen-hung.

(Resigned as the Chief Executive Officer and an Executive Director of the
Company with effect from 29th March, 2006)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WANG, Jian-guo, aged 59, has been an Independent Non-executive
Director and a member of audit committee of the Company since September
2004 and a member of remuneration committee of the Company since June
2005. Mr. Wang graduated from Harbin Engineering Institute and is an
economist. He is an independent non-executive director of United Metals, a
company whose shares are listed on the Stock Exchange. He is currently the
director of Shanghai Multi Luck Real Estates Development Limited and Shanghai
Urban Real Estates Development Limited and the chairman of the board of
Shanghai Ding Guo Investment Management Limited. He was previously the
general manager of Xian Shanghai Economic Coordination Corporation and the
deputy general manager of Shanghai Shenda (Group) Company. Mr. Wang has
over 20 years of experience in property and corporate development and

investment.

Mr. MOK, Hon-sang, aged 57, has been an Independent Non-executive
Director and a member of audit committee of the Company since September
2004 and a member of remuneration committee of the Company since June
2005. Mr. Mok is the managing director of Cafe Royce Limited. Mr. Mok engaged

in retailing, financing and property investment and development over 25 years.

Mr. WONG, Tik-tung, aged 49, has been an Independent Non-executive
Director and a member of audit committee of the Company since September
2004 and a member of remuneration committee of the Company since June
2005. Mr. Wong is the chief financial officer and executive director of Wo Kee
Hong (Holdings) Limited, whose shares are listed on the Stock Exchange. Mr.
Wong is a fellow member of the Association of Chartered Certified Accountants

and associate member of the Hong Kong Institute of Certified Public Accountants.
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Profiles of Directors and Senior Executives

SENIOR EXECUTIVES

Mr. LAM, Kwong-wai, aged 50, joined the Group in 2000 and is the Group
Financial Controller and Company Secretary of the Company and Chinese
Estates. He is also the group financial controller of G-Prop (Holdings) Limited
("G-Prop"). Mr. Lam is a qualified accountant and holds a Master Degree in
Business Administration. He has over 28 years of experience in auditing, finance

and accounting.

Ms. Nora WANG, Wai-ling, aged 39, joined the Group in 2003 and is the
Accounting Manager of the Company. Ms. Wang holds a Bachelor Degree in
Accountancy and she is an associate member of the Hong Kong Institute of
Certified Public Accountants and a member of CPA Australia. Ms. Wang has over

13 years of experience in auditing, finance and accounting.
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Chairman’s Statement

| am pleased to present the results of the Company and its subsidiaries (the
“Group”) for the year ended 31st December, 2005 (the "Year") to the

shareholders.

RESULTS

Profit attributable to equity holders of the Company for the Year was HK$121.5
million (2004 (restated): loss of HK$169.4 million). Earnings per share for the
Year recorded at HK36.40 cents (2004 (restated): loss per share of HK60 cents).

DIVIDENDS

No dividend was paid or proposed during both the Year and the year ended 31st
December, 2004, nor has any dividend been proposed since the balance sheet
date.

BUSINESS REVIEW

Revenue for the Year amounted to HK$3.4 million (2004: HK$18.9 million),
representing a significant drop of 82%. Revenue for the Year was solely derived
from rental income without any property trading income as compared with

HK$13.2 million recorded in last year.

Gross profit for the Year amounted to HK$2 million (2004: HK$5.6 million)
decreased by 64.3%. The drop in gross profit was due to the decrease in rental
income after 15 units of Gemstar Tower of approximately 72,100 square feet,
representing 53% of its gross floor area (GFA), which were disposed in 2004
and also reflecting the impact of half of the existing GFA of Gemstar Tower being
vacant in 2005 for the purpose of the building extension project. The project
would be completed in the third quarter 2006 and would give rise to an

additional GFA of approximately 55,600 square feet.

Share of the results of associates for the Year jumped to HK$101 million (2004
(restated): HK$6 million). The Company shared the increase in fair value on
investment properties of HK$92.5 million (net of deferred tax impact of HK$19.6
million), which was resulted from the steady growth of the property market and
reflected in the results of the Company after the adoption of the new and revised

accounting standards in 2005.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

The results for the Year also include the write-back of allowance for amounts
due from associates and former associates of approximately HK$1 million and
HK$8.7 million respectively (2004: HK$1.4 million and HK$7.8 million
respectively).

Profit attributable to equity holders of the Company in 2005 was $121.5 million
compared to a loss of HK$169.4 million in last year (restated). Loss in 2004
was due to an impairment loss recognised in respect of property interests held
for development of HK$183.4 million and a provision for a litigation claim of
HK$8.4 million.

PROPERTY REVIEW

Property Development
No. 34 Hill Road, Western District (100%) — The property is a 7-storey composite
building over 40 years old and is currently vacant. The site has an area of

approximately 2,146 square feet.

Investment Properties and Properties Held for Sale

Gemstar Tower, Hung Hom (100%) — The property is a 17-storey godown
building. The Group held 13 godown units on various floors with a total gross
floor area of approximately 62,665 square feet and 50 carparking spaces as at
31st December, 2005. As at 31st December, 2005, the occupancy rate of
godown was 13.979%. Extension works for the addition of 2 godown storeys
above the top floor was commenced in May 2005 and scheduled to be
completed in the third quarter of 2006. The additional gross floor area as a result

of this addition will be approximately 55,600 square feet.

Inter-Continental Plaza, Tsim Sha Tsui (50%) — The property is a 15-storey
commercial building. The Group has interests in two office floors and a flat roof
with a total gross floor area of approximately 22,204 square feet and 1,876
square feet respectively. As at 31st December, 2005, the two office floors were

fully let.

No. 1 Hung To Road, Kwun Tong (33'/,%) — The property is a 33-storey industrial
building. During the Year, 22,766 square feet have been sold. The Group has
interests in various portions on various floors with a total gross floor area of
approximately 545,581
December, 2005.

square feet and 77 carparking spaces as at 31st
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Chairman’s Statement

POST BALANCE SHEET EVENT

Litigation Claim

The legal proceedings relate to a margin loan granted to the Company by the
finance company (in liquidation) (the “finance company”) for the dealing of
securities between the years of October 1996 and January 1998. The Company
filed a Defence and Counterclaim in December 2004 and the finance company
filed their Reply and Defence to Counterclaim in January, 2005. The claim of
approximately HK$8.4 million comprises of the margin loan and accrued interest.
The Group made a provision of approximately HK$8.4 million in 2004 for the
claim. In January 2006, upon seeking legal advice including London QC opinion,
the Company paid the finance company a sum of HK$8.3 million for full and
final settlement of all claims of the finance company. The settlement was made
from the Company's internal resources without any adverse impact on its working
capital position. Consent Summons was filed and an order from the High Court
dated 20th January, 2006 was sealed to record the discontinuance of the legal

proceedings.

PROSPECTS

With the continued improvement in Hong Kong economy under broadly
favourable economic conditions during the Year, the Group is optimistic about

the outlook of the local property market.

The Group maintained a strong cash position for the Year. Expecting a stable
and recurrent income generated from the existing properties held in Hong Kong,
the Group will continue to focus on maintaining its existing property portfolio
and will be flexible in its future business expansion to face the ever-changing

economic environment when opportunities come.

APPRECIATION

I would like to take this opportunity to thank the shareholders of their continuing

support and all the staff for their dedication and hard work.

On behalf of the Board
Thomas Lau, Luen-hung

Chairman

Hong Kong, 14th March, 2006
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Financial Operation Review

RESULTS

Profit attributable to equity holders of the Company for the year ended 31st
December, 2005 (the “Year") was HK$121.5 million (2004 (restated): loss of
HK$169.4 million). Earnings per share for the Year recorded at HK36.40 cents
(2004 (restated): loss per share of HK60 cents).

NET ASSET VALUE

As at 31st December, 2005, the Group's net assets jumped 47.5% to HK$666.1
million (2004 (restated): HK$451.6 million). Net asset value per share was
HK$1.97 (2004 (restated): HK$1.60). Net assets attributable to equity holders
of the Company amounted to HK$667.1 million (2004 (restated): HK$491.9
million). Net assets per share to equity holders of the Company was HK$1.97
(2004 (restated): HK$1.74).

DEBT AND GEARING

The Group maintained a strong capital and cash position for the Year. As at 31st
December, 2005, cash and bank balances amounted to HK$195.1 million (31st
December, 2004: HK$131.1 million). The cash position was strengthened by
the net proceeds of HK$52.8 million received from the placing of shares of the
Company in February 2005. The Group did not have any bank borrowings (31st
December, 2004: Nil). The majority of the Group's income for the Year was
denominated in Hong Kong dollars and no hedging for non-Hong Kong dollars

assets or investment has been made during the Year.

PLEDGE OF ASSETS

As at 31st December, 2005, no assets was pledged by the Group to secure any
banking facility and the Group did not have any obligation under banking facility

documentation.
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Financial Operation Review

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31st December,
2005.

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income for the Year increased to HK$9.4 million (2004: HK$3.5 million)
which included an imputed interest income of HK$0.9 million (2004: Nil). The
Group recorded an imputed interest expenses on interest-free loans from the
minority shareholders of subsidiaries of HK$2.1 million (2004: Nil). The
recognition of imputed interest income and expenses was due to the adoption
of the HKAS 39.

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

As at 31st December, 2005, the Group employed a total of 10 staff. Employees
were remunerated on the basis of their performance, experience and prevailing
industry practice. Remuneration packages comprised salary and year-end
discretionary bonus based on market conditions and individual performance. The
directors of the Company continued to review employees' contributions and to
provide them with necessary incentives and flexibility for their better commitment

and performance. No share option scheme was adopted for the Year.
PROPERTY VALUATION

A property valuation has been carried out by Norton Appraisals Limited,
independent qualified professional surveyors, in respect of the Group’s
investment properties held as at 31st December, 2005 and that valuation was
used in preparing this year's financial statements. The Group's investment
properties were valued at HK$54 million, the net increase in fair value of
approximately HK$4.6 million was credited to the income statement for the Year.
The Group also shared an increase in fair value on investment properties of the
associates of HK$92.5 million (net of deferred tax impact of HK$19.6 million).
Development properties and non-investment properties were stated at cost less

impairment, if any, in the financial statements.
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BE (E) SR HHREF -
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Directors’ Report

The directors of the Company (the “Directors”) present to the shareholders their
report together with the audited financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 3 1st December, 2005 (the “Year").

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities
and other particulars of its principal subsidiaries and associates as at 31st

December, 2005 are set out in notes 37 and 38 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated income

statement on page 47.

No interim dividend was declared for the Year (2004: Nil) and the Board did not
recommend any payment of final dividend for the Year (2004: Nil).

SEGMENT INFORMATION

An analysis of the Group’s revenue and contribution to profit for the Year by

principal activities is set out in note 8 to the financial statements.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the last five

financial years is set out on page 110.

INVESTMENT PROPERTIES

Movements in the investment properties during the year are set out in note 17

to the financial statements.

PROPERTY AND OTHER FIXED ASSETS

Movements in the property and other fixed assets during the year are set out in

note 18 to the financial statements.
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Directors’ Report

PROPERTIES HELD FOR DEVELOPMENT

Movements in the properties held for development during the year are set out

in note 19 to the financial statements.

PROPERTY INTERESTS HELD FOR DEVELOPMENT

Movements in the property interests held for development during the year are

set out in note 20 to the financial statements.

PREPAID LEASE PAYMENTS

Movements in the prepaid lease payments during the year are set out in note

21 to the financial statements.

PRINCIPAL PROPERTIES

Details of the principal properties of the Group at 31st December, 2005 are set
outon pages 111 to 116.

SHARE CAPITAL

With a view to broadening the capital base of the Company, 56,460,000 shares
of the Company were issued and allotted to the independent investors on 2nd
February, 2005 pursuant to a placing agreement entered into between the
Company and its placing agent on 24th January, 2005. The net proceeds of

approximately HK$52.8 million had been used as general working capital.

Movements in the share capital of the Company during the year are set out in

note 30 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company during the year are

set out on page 50 and in note 31 to the financial statements respectively.
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Directors’ Report

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries had purchased,

sold or redeemed any of the Company's listed securities.
MAJOR SUPPLIERS AND CUSTOMERS

The aggregate purchases attributable to the Group's largest supplier and five
largest suppliers contributed approximately 59% and 95% of the Group's total

purchases for the Year.

The aggregate revenue attributable to the Group's largest customer and five
largest customers accounted for 11% and 38% of the Group's total revenue for
the Year.

None of the Company's directors, their associates, or any shareholders of the
Company (which to the knowledge of the Company’s directors owned more than

5% of the Company's issued shares) had a beneficial interest in any of the

Group's five largest suppliers and customers.

DIRECTORS

The Directors during the year and up to the date of this report are:
Executive Directors:

Mr. Thomas Lau, Luen-hung (Chairman)

Mr. Joseph Lau, Luen-hung (Chief Executive Officer)
Independent Non-executive Directors:
Mr. Wang, Jian-guo

Mr. Mok, Hon-sang
Mr. Wong, Tik-tung
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Directors’ Report

DIRECTORS (cont'd)

With effect from 29th March, 2006, the offices of the following Directors have

been changed:

a)  Mr Thomas Lau, Luen-hung has resigned as the Chairman and Executive

Director of the Company;

b)  Mr. Joseph Lau, Luen-hung has resigned as the Chief Executive Officer

and Executive Director of the Company;

¢ Mr Matthew Cheong, Veng-va, has been appointed as the Chairman and

Executive Director of the Company; and

d)  Ms. Teresa Poon, Mun-chie, has been appointed as the Chief Executive

Officer and Executive Director of the Company.

In accordance with Articles 92 and 101 of the Company's Articles of Association,
Mr. Matthew Cheong, Veng-va, Ms. Teresa Poon, Mun-chie and Mr. Wang,
Jian-guo will retire and, being eligible, offer themselves for re-election at the

forthcoming annual general meeting.

No Director being proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group within
one year without payment of compensation (other than statutory

compensation).

HIZZRFZATABR A TEE R
EAEHAE
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Directors’ Report

DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS IN
THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 31st December, 2005, the interests and short positions of the Directors
and chief executives of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO")) as recorded in
the register kept by the Company pursuant to section 352 of the SFO or as
otherwise notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers were as follows:-

I. The Company 74 7]

Number of Shares

Name of Director (ordinary share)
EEpA RGOEE (BER)
Joseph Lau, Luen-hung 209,811,186
b oy

Il. Associated Corporations of the Company 78 2 7] 2 10 Bt %

Chinese Estates # AZ¥

Number of Shares

Name of Director (ordinary share)
EERE BROHBE (BER)
Joseph Lau, Luen-hung 1,000,000,000
i

275,143,456

1,275,143,456

Thomas Lau, Luen-hung 199,207,187

S
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Percentage
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B &£ g1 ERITRAEDL
1 Interest in 61.93%
Controlled
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Percentage
of Issued
Note Capacity Share Capital
Bt & 514 ERITRAESL
2 Other Interests
Hfh#Em
3 Other Interests
Hfh#Em
60.96%
4 Other Interests 9.529%
H bz
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X

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTSIN EEEZ=E &S {THAB
THE SECURITIES OF THE COMPANY AND I EL NI
ASSOCIATED CORPORATIONS (cont'd)

/

R
(

i
ol

/

=

G-Prop ©E
Percentage
Number of Shares of Issued
Name of Director (ordinary share) Note Capacity Share Capital
Esne ROHE (BER) Bt 5 g4 ERITREAB DL
Joseph Lau, Luen-hung 397,858,761 5 Interest in 50.10%
2|20 Controlled
Corporation
A S il
NEZ
Notes: MHaE
1. Mr. Joseph Lau, Luen-hung, by virtue of his 60.96% interest in the issued share 1. FIEXENBRE  SIEBTEEEEAE
capital of Chinese Estates as disclosed in paragraph Il above, was deemed to be O BITIRAR Z 60.96% HEx - BIRIREF &
interested in these shares of the Company under the provisions of the SFO. HMEIRGIZIRTE - WRAEAZERNRFRG

2. The 1,000,000,000 shares of Chinese Estates were held by a unit trust of which 2. #% 1,000,000,000 I AZ AR (9 B —IH AR

Mr. Joseph Lau, Luen-hung was a unit holder. The rest of the units in the unit trust BIERERBUBBAZBUETEESRE - Z
were held by a discretionary trust of which Mr. Joseph Lau, Luen-hung was the B EEESHR T 2B A —EARIEREER
founder and certain family members of Mr. Joseph Lau, Luen-hung were eligible B ARBIBHSE 2 ETRIEKBEREERT
beneficiaries. RAZZRETRFEE -

3. The 275,143,456 shares of Chinese Estates were held by another discretionary trust 3. 5% 275,143,456 [RE ABER D B 5 —HIAZ

of which certain family members of Mr. Joseph Lau, Luen-hung were eligible BEAEECETRGERERAEBRIBAZ2E
beneficiaries. EFEHFA ©

4. These shares were indirectly owned by another discretionary trust of which certain 4. ZEROBS —HEUREBEE 2 ETREKE
family members of Mr. Thomas Lau, Luen-hung were eligible beneficiaries. RAERRBAZ2REEMEESR -

“EERFFHR EFEXRBRAA
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Directors’ Report

DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS IN
THE SECURITIES OF THE COMPANY AND
ASSOCIATED CORPORATIONS (cont'd)

5. Mr. Joseph Lau, Luen-hung, by virtue of his 60.96% interest in the issued share
capital of Chinese Estates as disclosed in paragraph Il above, was deemed to be
interested in 397,858,761 shares of G-Prop under the provisions of the SFO.
Chinese Estates was interested in 397,858,761 shares of G-Prop of which
170,000,000 shares, 113,818,911 shares, 37,162,165 shares and 76,877,685
shares were issued shares respectively held by Million Point Limited (“Million
Point"), Paul Y. Holdings Company Limited (“Paul Y."), Great Empire International
Ltd. ("Great Empire”) and Luckpoint Investment Limited (“Luckpoint”).

Chinese Estates was deemed to be interested in the 170,000,000 shares of G-Prop
by virtue of the SFO as Chinese Estates owned the entire issued share capital of
Chinese Estates, Limited, which owned the entire issued share capital of Cosmos

Success Limited which in turn owned the entire issued share capital of Million Point.

Chinese Estates was also deemed to be interested in the 113,818,911 shares of
G-Prop by virtue of the SFO as Chinese Estates owned the entire issued share capital
of Paul V.

Chinese Estates was also deemed to be interested in the 37,162,165 shares of
G-Prop by virtue of the SFO as Chinese Estates owned the entire issued share capital
of Paul Y., which in turn beneficially owned the entire issued share capital of Great

Empire.

Chinese Estates was also deemed to be interested in the 76,877,685 shares of
G-Prop by virtue of the SFO as Chinese Estates owned the entire issued share capital
of China Entertainment and Land Investment Company, Limited, which in turn

owned the entire issued share capital of Luckpoint.

All the interests stated above represent long positions. The percentage shown
was the number of shares the relevant Director was interested expressed as a
percentage of the number of issued shares as at 31st December, 2005.

Save as disclosed above, none of the other Directors and chief executives of the
Company had or were deemed under the SFO to have any interest or short
position in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within Part XV of the SFO) as at 31st December,
2005, and none of the Directors or chief executives of the Company nor their
spouses or children under 18 years of age were granted or had exercised any
right to subscribe for any securities of the Company or any of its associated
corporations during the year.
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY

As at 31st December, 2005, so far as are known to the Directors, the following
parties (other than a Director or chief executive of the Company) were recorded
in the register kept by the Company under section 336 of the SFO, or as
otherwise notified to the Company, as being directly or indirectly interested or

deemed to be interested in 5% or more of the issued share capital of the

Company:
Number of Shares
Name (ordinary share)
£18 BROEE (BEER)
Billion Up Limited 209,811,186
(notes 1 &2)
(FzE1 R 2)
Lucky Years Ltd. 209,811,186
(notes 1 &2)
(FzE1 R 2)
Chinese Estates 209,811,186
EABHE (notes 1 & 2)
(FzE1 R 2)
Global King Ltd. 209,811,186
(notes 1 & 3)
(FzE 1 R 3)
GZ Trust Corporation 209,811,186
(notes 1 & 3)
(FiFsE 1 R 3)
Li Ka-shing 20,833,142
FEH (notes 4 & 5)
(ffsE 4 & 5)

TERRRARRZEFS

BEERAE
RRAIRIFER SN

M) w0R

Capacity

4%

Beneficial Owner

BEnEBA

Interest in Controlled Corporation

SR eI VNG P £

Interest in Controlled Corporation

SRR VNG P £

Trustee

EFEA

Trustee and Beneficiary

of a Trust
ERAR—BEERZZHA
Founder of Discretionary
Trusts and Interest of
Controlled Corporations
EREEFEZEIZAR
TS AR 2 e

—EERFFER

EHEFREBRRATA

oL
oT

FPFF
B

N2
~

R-ZEFTRAF+-_A=1+—8"

HIEEDIE 336 (RREFZE
%E%ﬁﬁ%%ﬁ’ziﬁzﬁmﬁt%ﬂ@$aj
EREIEEREEARREEIT
Sz AT (KRR ZEFRH

B HE
% A 5% Bk A
x =TT A BBR

Percentage
of Issued
Share Capital
2817
RABDE

61.93%

61.93%

61.93%

61.93%

61.93%

6.15%
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE

SECURITIES OF THE COMPANY (cont'd)

=L

Li Ka-Shing Unity Trustcorp Limited

Li Ka-Shing Unity Trustee

Corporation Limited

Li Ka-Shing Unity Trustee
Company Limited

Cheung Kong (Holdings) Limited
RIEX (£8) ERAF

Hutchison Whampoa Limited
M EHBR AR

Hutchison International Limited

M EEBRAF

Primetek Holdings Limited
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Number of Shares

(ordinary share)

ROEE (BBER)

20,833,142
(notes 4 & 5)
(B3F 4 K 5)

20,833,142
(notes 4 & 5)
(B&F 4 1 5)

20,833,142
(notes 4 & 5)
(B3F 4 1 5)

20,833,142
(notes 4 & 5)
(B&E 4 1 5)

20,833,142
(note 4)
(PBF5E 4)

20,833,142
(note 4)
(PBiF5E 4)

20,833,142
(note 4)
(PBF5E 4)

Capacity

-8

Trustee and Beneficiary
of a Trust
BRAR-BEEFRZERA

Trustee and Beneficiary
of a Trust
BRAR-BEEFRZERA

Trustee

BEFEA

Interest of Controlled
Corporations
S A E R

Interest of Controlled
Corporations
R NI

Interest of a Controlled
Corporation
—EZES AR 2 Ew

Beneficial Owner
EmEEA

Percentage
of Issued
Share Capital
217
RAEBD L

6.15%

6.15%

6.15%

6.15%

6.15%

6.15%

6.15%
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE TERERARDNG 2 BEER
SECURITIES OF THE COMPANY (cont'd)

Notes: g

1. These shares were the same parcel of shares referred to in “Interest in Controlled
Corporation” of Mr. Joseph Lau, Luen-hung under “Directors’ and Chief Executives’
Interests in the Securities of the Company and Associated Corporations” as disclosed

in paragraph | above.

ZERDH/LEXE I BRFIRE [EERRSTHR
ABRARRRAAKSEE 2 Eorigan | oA

#htn -

2. Billion Up Limited was a wholly-owned subsidiary of Lucky Years Ltd., which in turn 2. Billion Up Limited % Lucky Years Ltd.2 2 & K B
was a wholly-owned subsidiary of Chinese Estates, and its interests in the shares of AT v Lucky Years Lid BEABEZ 2 EWBE A
the Company were duplicated and included in the shareholding stated against Lucky B ERADRRGN 2B ERTA - LBHE
Years Ltd. and Chinese Estates. & Lucky Years Ltd. R #E ABE Pl 2 IR HE A o

3. GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of 3. GZ Trust Corporation ({FA—IHZ2EELZ 15T
which Global King Ltd. was the trustee. Global King Ltd. was entitled to exercise A) #A8—IE Global King Ltd. &5 5t A 2 E41
more than one-third of the voting power at the general meetings of Chinese Estates. EFEE® Z B o Global King Lid B EEZEAE
Accordingly, Global King Ltd. and GZ Trust Corporation were deemed to be EIRERREG LR =02 — A E 2 RE# -
interested in the same interests stated against Chinese Estates. it + Global King Ltd. % GZ Trust Corporation # 1%

REBENSEMBER 2 -

4. Primetek Holdings Limited (“Primetek”) is a wholly-owned subsidiary of Hutchison 4. Primetek Holdings Limited ([ Primetek]) A&#&d
International Limited (“HIL"), which in turn is a wholly-owned subsidiary of TEBRAF ((MERE]) 22EWEBA
Hutchison Whampoa Limited (“HWL"). By virtue of the SFO, HWL and HIL were B MEgERMEEHARAR (NME]) 2
deemed to be interested in the 20,833,142 shares of the Company held by 2EWBAR - BRIFZHFRBAE KD - ME LA
Primetek. S ELR AEE Primetek 355 2 20,833,142

RAR DB -
5. Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-shing, Mr. Li Tzar 5. HEZMEL  DREAERTRRELEZOHR

Kuoi, Victor and Mr. Li Tzar Kai, Richard is interested in one-third of the entire issued
share capital, owns the entire issued share capital of Li Ka-Shing Unity Trustee
Company Limited (“TUT1"). TUT1 as trustee of The Li Ka-Shing Unity Trust ("UT1"),
together with certain companies which TUT1 as trustee of UTT is entitled to exercise
or control the exercise of more than one-third of the voting power at their general
meetings, hold more than one-third of the issued share capital of Cheung Kong
(Holdings) Limited (“CKH"). Subsidiaries of CKH are entitled to exercise or control
the exercise of more than one-third of the voting power at the general meetings of
HWL.

BEEHEBITREZ =9 2 —#2 Z LiKa-Shing
Unity Holdings Limited + # & Li Ka-Shing Unity
Trustee Company Limited ([TUT1])) Z 2B %
TR AN o TUTT BA The Li Ka-Shing Unity Trust
(TuT ) ErEAZED - BAET AR (TUTT
AUTT ERRAZHHBEREERRARS H17(8
FIEHTE=D— U L2 RERZAT) aH5F
BRIEX (88) BRAR ([RE]) =5
Z—AEZEBITRE - REZHMBLARARE
MEZBRRAE ETEgEHTE=22Z2— AL
IR -

“EEHEFH EREZERAT
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SECURITIES OF THE COMPANY (cont'd)

Notes: (cont'd)

In addition, Li Ka-Shing Unity Holdings Limited also owns the entire issued share
capital of Li Ka-Shing Unity Trustee Corporation Limited (“TDT1") as trustee of The
Li Ka-Shing Unity Discretionary Trust (“DT1") and Li Ka-Shing Unity Trustcorp Limited
(“TDT2") as trustee of another discretionary trust (“DT2"). Each of TDT1 and TDT2
holds units in the UTT.

By virtue of the SFO, each of Mr. Li Ka-shing, being the settlor and may being
regarded as a founder of DT1 and DT2 for the purpose of the SFO, TDT1, TDT2,
TUT1 and CKH was deemed to be interested in the 20,833,142 shares of the
Company held by Primetek.

All the interests stated above represent long positions. As at 31st December,
2005, no short positions were recorded in the register kept by the Company
under section 336 of the SFO.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

There were no arrangements to which the Company, its ultimate holding
company, or any of its ultimate holding company's subsidiaries was a party to
enable the Directors to acquire benefit by means of the acquisition of shares in,

or debentures of, the Company or any other body corporate during the year.

DIRECTORS" AND CONTROLLING SHAREHOLDERS'
INTERESTS IN CONTRACTS

There were no contracts of significance in relation to the Company’s business,
to which the Company or any of the Company’s subsidiaries was a party,
subsisting at the end of the year or at any time during the year, and in which a
Director had, whether directly or indirectly, a material interest, nor there were
any other contracts of significance in relation to the Company’s business between
the Company or any of the Company’s subsidiaries and a controlling shareholder

or any of its subsidiaries.
CONNECTED TRANSACTIONS

During the year, there were no discloseable connected transactions.
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DIRECTORS' INTERESTS IN COMPETING E
BUSINESSES

R-ZZRFT-_A=1T—H  REBIAES
ERA (TLEWRA]) F8.10Mk - TIES
R TP AN B TS B i S IR R B R 2k
AREBRBFZEB 2 AR R B

Pursuant to Rule 8.10 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules"”), as at 31st December, 2005, the following
Directors had declared their interests in the following companies with businesses,

which compete or are likely to compete, either directly or indirectly with the

businesses of the Group:

Name of
Name of Directors the companies
EEpS AR BB
Joseph Lau, Luen-hung Chinese Estates*
by and its subsidiaries
EABE*
T H B & A A

Power Jade Limited
(“Power Jade")**
and its subsidiaries

Power Jade Limited

([ Power Jade|) **
MEWEB AR

G-Prop and its subsidiaries
CEREWERAR

Thomas Lau, Luen-hung Chinese Estates*
2508 and its subsidiaries
FEANBE*
NEWEB AT

Power Jade**

and its subsidiaries
Power Jade**

R EKE AT

* listed holding company of the Company

b 50% indirectly owned by Chinese Estates

Nature of business
considered to compete
or likely to compete
with the business of
the Group
WRREREBEER
BRBRFRTREEN
BMEEBHEE

Property investment
and development
MERE MR

Property investment
and development

MERERER

Property investment

MERE

Property investment
and development
MERE N R

Property investment
and development
MERERER

Nature of interest
of the Directors
in the companies
EERNZEAT
ZERME

Director and having certain
deemed interests in
Chinese Estates

EERNEABERE
ETHRAEE 2

Director and having certain
deemed interests in
Power Jade

% % M Power Jade B
ETHEREA IR

Having certain deemed
interests in G-Prop
REEREETHER

PR 2w

Director and having certain
deemed interests
in Chinese Estates
EERRNEABEREE
ETHEREE R

Director
25

* ARARZ EHERA R
o EABEREREA 50%
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DIRECTORS' INTERESTS IN COMPETING
BUSINESSES (cont'd)

Mr. Joseph Lau, Luen-hung and Mr. Thomas Lau, Luen-hung are brothers
(collectively the “Lau Brothers”) and also have personal interest in private
companies engaged in businesses consisting of property development and
investment in Hong Kong. As such, they are regarded as being interested in such

businesses, which compete or may compete with the Group.

Other than the businesses of the private companies of the Lau Brothers, the
above-mentioned businesses are managed by separate publicly listed
companies and separate company with independent management and
administration. For better delineation of property investment business, Chinese
Estates, the controlling shareholder of the Company, will give the Company the
priority over the future property investment project with the value of less than or
equal to 50% of the net asset value of the Company with reference to the latest
published account and subject to the financial resources of the Company from

time to time.

In this respect, coupled with the diligence of its Independent Non-executive
Directors (whose views carry significant weight in the Board's decisions) and the
independent audit committee of the Company (the "Audit Committee”), the
Group is capable of carrying on its businesses independently of, and at arm’s

length from, the business of the above-mentioned companies.

Other than as disclosed above, none of the Directors are interested in any
business, which competes or is likely to compete, either directly or indirectly,

with the Company’s businesses.
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Directors’ Report

RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit schemes:

(1) the provident fund scheme as defined in the Mandatory Provident Fund
Scheme Ordinance, Chapter 485 of the laws of Hong Kong (the "MPF

Scheme"); and

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

Scheme”).

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

trustees accordingly.

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

to offset the existing level of contributions.

RARAEFETE

AEBREMBERREF G S
() BBEEDIE 485 M7 EMGHIT R
ZERREEE ((REEHE ) Rk

@) E/%/EWU%426EH€Z¥ ROREH &P T 5
RN EEE (THertall) -

spiEeF & LR B A ERMAETE - ZMA
AECEEREHBERZREATRE

BIESHEITENE 18 2 64 X EREERD
60 BZAKEEELN - AEERBEECE
A BEL 5% 2 5k - BEFRME - BEAR
EBRA® A 20,0007 - 5 EEAZKEIZHE
TS ER - (B B9 RTEUS 1000 A& B 1E
SO - ERBED - BREAN H—M%%]?:LWE
B 655X A A EER c REBEA A B AMESFE
T2 BB - SRR A Z HROKE -
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RETIREMENT BENEFIT SCHEMES (cont'd)

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

the Group to offset the current level of contributions of the Group.
The Group's cost for the MPF scheme charged to consolidated income statement

for the Year amounted to HK$55,000 (2004: HK$41,000).

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

up Scheme.
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Directors’ Report

PRE-EMPTIVE RIGHTS BRLBEER

There are no provisions for pre-emptive rights under the Company's Articles of RARZEBERBAN EEARTERARIZL
Association, which would oblige the Company to offer new shares on a pro-rata BlRIR B R R BEATHAR D 2 BEEERIRT -

basis to existing shareholders.
ADVANCES TO ENTITIES BT E R KIA

As at 31st December, 2005, the Group had made advances to associated RZBEZERF+_A=+—H  AEE@EKEEQ
companies of approximately HK$196 million (before provision). The shareholder AR 345 196,000,000 BT (AR FNRR B
loans had been granted either for financing their acquisition of assets or daily #) - ZERREFIHENEBEEESAE

operations. The shareholder loans are unsecured, with no specific maturity dates EEMS o  ZFRRERTVEEM - BSEEIH
and are repayable on demand. HI AR B (EE -

Pursuant to Rule 13.20 of the Lisitng Rules, the Company disclose details of the RR EMARAIE 1320 1% - ARBHER_ZZT

loans advanced to the entities as at 3 1st December, 2005 as below: AF+ A=+t —HREBREZEFFBD
T~
Attributable Non-
Name of interest held Interest Interest- interest- Total
associated companies by the Group rates bearing bearing advances
AEEEE
BENTEE ZELER F =& i E FEHE BB
% % HK$'000 HK3'000 HKg'000
FHET FET FHET
Finedale Industries Limited 331/5  Prime —2.75 86,528 - 86,528
BHEEER QA =BEFE
i 2.75
Canaria Holding Limited 50 N/A - 46,405 46,405
i A
Tianjin Winson Real Estate 50 N/A - 53,495 53,495
Development Co., Ltd.
REEREMEZRBRAA i
Earn Elite Development Limited 50 6.75 9,500 - 9,500
BT ERBRAA
96,028 99,900 195,928

“ETHFFR EHERXARAR] 27
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PROFORMA COMBINED BALANCE SHEET OF THE
AFFILIATED COMPANIES

Pursuant to Rule 13.22 of the Listing Rules, a proforma combined balance sheet
of the affiliated companies with financial assistance from the Group as at 31st

December, 2005 (the latest practicable date) is presented below:

Non-current assets IERBEE
Current assets MEEE
Current liabilities mEaE
Non-current liabilities ERBEE
Net assets EEFE

Note: Proforma combined balance sheet has been adjusted so as to align with the Group's

accounting policies.

AUDIT COMMITTEE

The Audit Committee comprised Mr. Wang, Jian-guo, Mr. Mok, Hon-sang and
Mr. Wong, Tik-tung and the annual results of the Group for the Year has been

reviewed by the Audit Committee.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the Year.
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(Note) Interest
Combined attributable
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(F3E) rEE
EotEE EiaER
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TET TET
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Directors’ Report

AUDITORS

A resolution will be submitted to the forthcoming annual general meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu, who will retire at the
conclusion of the forthcoming annual general meeting, and being eligible, will

offer themselves for re-appointment, as auditors of the Company.

On behalf of the Board
Thomas Lau, Luen-hung

Chairman

Hong Kong, 14th March, 2006

22 24l
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Corporate Governance Report

The Company is committed to maintaining high standards of corporate
governance so as to ensure better transparency and protection of shareholders’
interest in general. The Board works hard to ensure effective self-regulatory
practices which include high caliber members, Board committees and sound

internal control system.

CODE ON CORPORATE GOVERNANCE PRACTICES

In November, 2004, The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) issued the Code on Corporate Governance Practices (the “Code”)
set out in Appendix 14 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) which replaces the Code of Best Practice
effective 1st January, 2005 and applies to disclosure referable to accounting
periods commencing on or after 1st January, 2005. The Code sets out the
principles of good corporate governance, and two levels of recommendations:
(a) code provisions; and (b) recommended best practices. The Company has
adopted the code provisions set out in the Code as its own code on corporate

governance practices.

This Corporate Governance Report includes the mandatory disclosure
requirements and the recommended disclosures set out in Appendix 23 to the
Listing Rules and describes how the Company has applied the principles in the
Code throughout the year ended 3 1st December, 2005.

The Board believed that the Company has applied the principles and complied
with the code provisions throughout the year ended 31st December, 2005
except that:

1. the Independent Non-executive Directors (the “INED(s)") have not been
appointed for any specific terms as they are subject to retirement by
rotation and re-election at the Company's annual general meeting in

accordance with the Company’s Articles of Association.

2. the Directors have not been required by the Company’s Articles of
Association to retire by rotation at least once every three years. However,
in accordance with the Company's Articles of Association, one-third of the
Directors for the time being, or, if their number is not three or a multiple
of three, then the number nearest one-third, shall retire from office by

rotation at each annual general meeting.
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CODE ON CORPORATE GOVERNANCE PRACTICES
(cont'd)

3. One of the regular Board meetings was attended by less than a majority
of the Directors entitled to be present. Chairman of the Board (the
“Chairman”) was unable to attend the 2005 annual general meeting of

the Company due to other urgent commitments.

The Board will ensure the retirement of each Director by rotation at least once
every three years and the proper meeting attendance by the Chairman and the

Directors in order to comply with the code provisions set out in the Listing Rules.
MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities transactions
by directors on terms no less exacting than the required standard set out in the
Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code") contained in Appendix 10 to the Listing Rules. Having made specific
enquiry of all Directors, all Directors confirmed that they have complied with the
required standard set out in the Model Code and the code of conduct regarding

securities transactions by directors adopted by the Company during the year.

In addition, the Company also established written guidelines on terms no less
exacting than the Model Code for relevant employees of the Company who are
likely to be in possession of unpublished price-sensitive information in respect

of their dealings in the securities of the Company.
BOARD OF DIRECTORS

The Board is accountable for directing and supervising the Company'’s affairs in
a responsible and effective manner. Each Director has a duty to act in good faith
in the best interest of the Company. The Directors are aware of their collective
and individual responsibilities to all shareholders for the manner in which the
affairs of the Company are managed, controlled and operated. They accept
appointment as they are able to give sufficient time and attention to the

Company's affairs.

The Board currently comprises two Executive Directors and three INED
representing more than one-third of the Board. The Directors' biographies are
available on the Company’s website. The INED are highly experienced
professionals and business people with a broad range of expertise and
experience in areas such as accounting, finance and business and one of them

has appropriate professional qualification as required by the Stock Exchange.
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BOARD OF DIRECTORS (cont'd)

They participate in Board meetings to bring independent judgment on
Company's strategy, performance and standards of conduct; take the lead where
potential conflicts of interests arise; serve on Board committees; ensure that the
Board maintains high standards of financial and other mandatory reporting; and
provide adequate checks and balance to safeguard the interests of shareholders
in general and the Company as a whole. The names of the INED are identified

in all corporate communications that disclose the Directors’ names.

The Company has received, from each INED, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company

considers all of INED to be independent.

Throughout their period in office, the Directors were continually updated on the
Group's business, the competitive and regulatory environments in which it
operates and other changes affecting the Group and the industry it operates in
as a whole. They were also advised on appointment of their legal and other duties
and obligations as directors of a listed company and updated on changes to the
legal and governance requirements of the Group and upon themselves as the

Directors.

The Directors are given access to independent professional advice at the
Company's expense, when they deem it is necessary in order for them to carry

out their responsibilities.

The Directors are consulted and properly briefed for matters to be included in
the meeting agenda. The Board is supplied with relevant information as well as
reports relating to operational and financial performance of the Group before
each regular Board meeting. At least 14 days’ notice of a regular Board meeting
is given to all Directors to give them the opportunity to attend. Board papers are
dispatched to all Directors at least 3 days before the meeting to ensure that they
have sufficient time to review the same and will be adequately prepared for the
meeting. Senior management members who are responsible for the preparation
of the Board papers are usually invited to the meeting to address the Board
members’ queries. This enables the Board to have pertinent data and insight for
a comprehensive and informed evaluation as part of the Board's decision-making

purpose.

The Chairman has delegated the responsibility to the Company Secretary of the
Company (the “Company Secretary”) for drawing up and approving the meeting
agenda for each Board meeting taking into account any matters proposed by

the other Directors for inclusion in the agenda.
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BOARD OF DIRECTORS (cont'd)

The proceedings of the Board at its meetings are generally conducted by the
Chairman who ensures that sufficient time is allocated for discussion and
consideration of each item on the agenda and also equal opportunities are being

given to the Directors to speak, express their views and share their concerns.

Pursuant to the Company's Articles of Association, the Director has to declare
interest and abstain from voting on any board resolution in which he or any of

his associates has a material interest.

All Directors have full access to the advice and services of the Company Secretary
to ensure board procedures, rules and regulations are followed. Draft and final
versions of minutes of board meeting in sufficient details are sent to the Directors
for comments and records within reasonable time after the meeting is held. The
minutes of board meeting and meetings of the Board committees kept by the
Company Secretary are open for inspection by the Directors on reasonable

notice.

The Board met 6 times in person or through telephone conference in 2005.

Individual attendance of each Board member at these meetings is as follows:

Directors Attendance
Executive Directors

5/6 (83%)
5/6 (83%)

Thomas Lau, Luen-hung (Chairman)

Joseph Lau, Luen-hung (Chief Executive Officer)

Independent Non-executive Directors

4/6 (66%)
6/6 (100%)
6/6 (100%)

Wang, Jian-guo
Mok, Hon-sang
Wong, Tik-tung

Of these, 4 regular Board meetings were held to approve the 2004 final results,
2005 interim results and to consider financial and operating performances of
the Group. 2 other Board meetings were held for corporate governance issues.
The Company Secretary and the Qualified Accountant attended the Board
meetings to report matters arising from corporate governance, risk management,

statutory compliance, accounting and financial.

The INED have actively participated in Board meetings, brought independent
judgment and given their comments to the information or reports submitted to

the meetings.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the Chairman and the Chief Executive Officer (“CEQ") are separate
and not performed by the same individual. During the year ended 31st
December, 2005, Mr. Thomas Lau, Luen-hung was the Chairman with
responsibility for overseeing the function of the Board, formulating overall
strategies and policies of the Company. Mr. Joseph Lau, Luen-hung was
nominated CEO of the Company in June 2005 with responsibility for the overall
business and operation of the Group. This segregation is clearly established and
set out in writing to ensure a clear distinction between the Chairman’s
responsibility to manage the Board and CEO's responsibility to manage the
Group's business. Mr. Joseph Lau, Luen-hung is the brother of Mr. Thomas Lau,

Luen-hung.

BOARD COMMITTEES

The Board has established an Audit Committee and a Remuneration Committee

with defined roles and terms of reference.

Audit Committee

The Audit Committee has been established since December 2000 with the role
to assist the Board in establishing formal and transparent arrangements for
considering how it will apply the financial reporting and internal control principles
and for maintaining an appropriate relationship with the Company’s auditors (the
“External Auditors”). It acts in an advisory capacity and makes recommendations
to the Board.

All the Audit Committee members, appointed from the INED, possess diversified
industry experience and the chairman has appropriate professional qualification,
or accounting, or related financial management expertise as required by the

Listing Rules, who are:

Mr. Wang, Jian-guo
Mr. Mok, Hon-sang
Mr. Wong, Tik-tung (chairman)

The Audit Committee operates pursuant to written terms of reference, which
are prepared in accordance with the recommendations set out in “A Guide for
Effective Audit Committees” issued by the Hong Kong Institute of Certified Public
Accountants in February 2002 and are revised to align with the provisions of the
Code in June 2005. The terms of reference of the Audit Committee can be found

on the Company's website.
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BOARD COMMITTEES (cont'd)

The major duties of the Audit Committee are summarised below:

) to make recommendations to the Board on the appointment,

re-appointment and removal of the Company's External Auditors, review

and monitor their independence and objectivity and the effectiveness of

the audit process;

i) to monitor the integrity of the interim and annual consolidated financial

statements, reports and accounts and quarterly reports of the Company,

and to review any significant financial reporting judgments contained in

them; and

i) toreview and ensure the effectiveness of the Company's financial controls,

internal controls and risk management systems.

The Audit Committee shall meet at least twice each year. The Company prepares

and delivers an information memorandum that included all relevant information

about the meetings to the Audit Committee members at least 3 days prior to

such meetings. Audit Committee members review the information

memorandum with due care and discuss with the Company's Qualified

Accountant, the Company Secretary and other senior management (if necessary)

during the meetings.

The Audit Committee held 4 meetings with the presence of the Company's

senior management during the year and the Audit Committee members met

and discussed with the External Auditors without the presence of the Company's

senior management for three times. Minutes drafted by the Company Secretary

were circulated to the Audit Committee members for comments within a

reasonable time after each meeting. Full minutes were kept by the Company

Secretary and copies of the minutes were sent to the Audit Committee members

for record.

Individual attendance of each committee member at these meetings is as

follows:

Independent Non-executive Directors
Wang, Jian-guo

Mok, Hon-sang

Wong, Tik-tung (chairman)

Attendance
3/4 (75%)
4/4 (100%)
4/4 (100%)
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BOARD COMMITTEES (cont'd)

The work performed by the Audit Committee in the year 2005 are summarized

below:

) Reviewed and considered the Group accounts and financial statements
for the year ended 31st December, 2004, and interim and quarterly

accounts for 2005;

i) Considered the re-appointment of the External Auditors. Reviewed and
discussed with the External Auditors in respect of the audit fee for 2004,
interim review fee and audit fee for 2005; the terms of the engagement
letters; the scope and process of audit as well as the financial statements
for the year ended 31st December, 2004;

i) Reviewed and assessed the adequacy and effectiveness of the Group's

financial control, internal control and risk management systems;

iv)  Reviewed the Corporate Governance Report and monitored the progress

of the compliance of the Code;

v)  Reviewed and adopted the non-audit services policy for the engagement

of the External Auditors to perform non-audit services;

vi)  Reviewed and revised the terms of reference of the Audit Committee to

align with the Code; and

vii)  Prepared and submitted to the Board an Audit Committee Report detailing
the work performed by the Audit Committee during the year and
presented its findings and made recommendations for considerations by
the Board.

On 7th March, 2006, the Audit Committee also reviewed the Group accounts

and draft financial statements for the year ended 31st December, 2005.
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BOARD COMMITTEES (cont'd)

Remuneration Committee

The Remuneration Committee was established in June 2005 with the role to
assist the Board in reviewing and determining the framework or broad policy for
remuneration package of the Directors and senior management, overseeing any
major changes in employee benefit structures and considering other topics as

defined by the Board with principal responsibilities as below:

) setting, reviewing and recommending to the Board for approving the

Group's overall remuneration policy and strategy;

i) setting, reviewing and approving performance-based remuneration and
individual remuneration packages for the Executive Directors and senior
management including terms and conditions of employment and any
changes to the packages due to loss or termination of office, and dismissal

or removal for misconduct; and

i) recommending to the Board of the remuneration of Non-executive

Directors.

The Remuneration Committee should consult the Chairman and/or CEO about
its proposals on remuneration of other Executive Directors and seek internal and

external professional advices if considered necessary.

The Remuneration Committee's terms of reference can be found on the Group’s

website.

All the members of the Remuneration Committee are INED who are:

Mr. Wang, Jian-guo
Mr. Mok, Hon-sang
Mr. Wong, Tik-tung (chairman)

The INED are not entitled to any other emoluments for holding office as the
INED except for their entitlement of an annual remuneration of HK$100,000
determined by the Board subject to annual review with reference to the prevailing

market condition. No share option scheme is adopted by the Company.
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BOARD COMMITTEES (cont'd)

In view of its new establishment in June 2005, the Remuneration Committee
was not called upon to determine any changes of existing remuneration policy.
In March 2006, the Remuneration Committee held a meeting to recommend

the remuneration for the INED in respect of year 2006 to the Board for approval.

Nomination Committee

No Nomination Committee is established in view of the current business size of
the Company. Currently, the Board is responsible for reviewing its composition,
identifying and selecting suitable Board members, assessing independence of
the INED, considering appointment or re-appointment of the Directors and
succession planning for the Directors. The Company has set out in the circular
dated 8th April, 2005 why the Board considered an individual independent and
should be elected as an INED at the 2005 annual general meeting. In 2005, the
Board met 2 times in person or through telephone conference, with one
occasion to consider re-appointment of the Directors at the 2005 annual general
meeting and the other one to approve the segregation of roles of the Chairman

and CEO. Individual attendance of each Board member at these meetings is as

follows:

Directors Attendance
Executive Directors

Thomas Lau, Luen-hung (Chairman) 1/2 (500%)
Joseph Lau, Luen-hung (Chief Executive Officer) 1/2 (500%)
Independent Non-executive Directors

Wang, Jian-guo 1/2 (500%)

Mok, Hon-sang 2/2 (100%)

Wong, Tik-tung 2/2 (100%)
MANAGEMENT FUNCTIONS

The Executive Directors define clear directions on powers of management and
delegate daily management and administration functions to management. The
functions reserved to the Board and those delegated to senior management are
reviewed from time to time. The Company would formalize the division of
responsibility between the Board and the management when the size of the

Group justifies such division.
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EXTERNAL AUDITORS

Messrs. Deloitte Touche Tohmatsu (“Deloitte”) has been re-appointed as the
External Auditors by shareholders at the 2005 annual general meeting of the
Company. In order to maintain the independence and objectivity of the External
Auditors (which for these purposes include any entity under common control,
ownership or management with the audit firm or any entity that a reasonable
and informed third party having knowledge of all relevant information would
reasonably conclude as part of the audit firm nationally or internationally), they
will not be engaged for non-audit work unless which has been pre-approved by
the Audit Committee. Apart from the review carried out by Deloitte on financial
statements of the Group for the six month ended 30 June 2005, the Group did

not engage them for any other service. The interim review fee was HK$100,000.

The Audit Committee has resolved to recommend the re-appointment of Deloitte
for statutory audits for the financial year 2006 at a fee to be agreed. This
resolution has been endorsed by the Board and is subject to final approval and

authorization by the shareholders at the 2006 annual general meeting.

The fee of Deloitte, including review of interim results but excluding
disbursement, for the year ended 31st December, 2005 was HK$453,000, an
approximate 38.11% increase over last year. Deloitte claimed that the substantial

increase was due to the following reasons:

) attendance to the substantial changes to accounting standards effective

for accounting periods commencing 1st January, 2005;

i) increase of volume and depth of procedures required to perform audit
engagement due to new auditing standards effective for accounting

periods commencing 15th December, 2004; and

i) increase of staff costs due to increase in charge out rates.

The Audit Committee considered that the increase in audit fee was on the high
side and had held several rounds of discussion with Deloitte. Eventually, the fee
had been reduced. In order to meet the reporting deadline, prior to the issuance
of the financial statements, the Audit Committee accepted Deloitte’s fee, as
reduced, reluctantly. In respect of the audit fee for the year 2006, the Audit
Committee will discuss with Deloitte at an earlier date and may consider any

other alternatives which are beneficial to the shareholders of the Company.
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SHAREHOLDERS' RIGHTS

The Company is committed to safeguard shareholders’ interests and encourage
shareholders to attend the annual general meeting for which at least 21 days’
notice is given. The Company regards the annual general meeting as an
important event as it provides an important opportunity for direct communication
between the Board and the shareholders. Other than the Chairman who was
under other urgent commitments, the Directors, including the INED were
available to answer questions at the 2005 annual general meeting. Chairman of
the Audit Committee and the External Auditors were also available at the meeting

to address shareholders’ queries.

Procedures for and the rights of shareholders to demand a poll in compliance
with the requirements about voting by poll as specified in the Listing Rules were
disclosed in all the Company’s circulars to shareholders in 2005. Separate
resolutions for each substantially separate issue were proposed by the chairman
at the 2005 annual general meeting. The level of proxies lodged on each
resolution, and the balance for and against the resolution, after it had been dealt
with on a show of hands were indicated by the chairman of that meeting. Also,
chairman at the commencement of that meeting explained the procedures for
demanding a poll by shareholders before putting a resolution to the vote on a
show of hands, and the detailed procedures for conducting a poll and then
answer of any questions from shareholders whenever voting by way of a poll is

required.

Statutory announcements, financial and other information of the Group are made
available on the Company's website, which is regularly updated.

Shareholders may put their enquires to the Board and also put forward proposals

at general meetings by way of a written notice addressed to the Company

Secretary at the registered office.
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FINANCIAL REPORTING

The management provides explanation, information and progress update to the
Board for it to make an informed assessment of the financial and other issues

put before the Board for approval and consideration.

Throughout the year, the Directors have selected appropriate accounting policies
and applied them consistently. The Directors acknowledge their responsibilities
for preparing the financial accounts of the Group which give a true and fair view
and are in accordance with generally accepted accounting standards published
by the Hong Kong Institute of Certified Public Accountants. A statement by the
External Auditors about their reporting responsibilities for the year ended 31st

December, 2005 is set out on page 45.

The External Auditors did not report for the year ended 31st December, 2005
that there were any material uncertainties relating to events or conditions that
may cast significant doubt upon the Company’s ability to continue as a going

concern.

The Company aims to present a clear, balanced and understandable assessment
of its financial position and prospects. Financial results are announced as early
as possible, with interim report and annual report as well as other price-sensitive
announcements and financial disclosures published as required under the Listing

Rules.

INTERNAL CONTROL

The Board recognizes its responsibility for the establishment, maintenance and
review of the internal control system that provides reasonable assurance on the
reliability and integrity of financial and operational information, effective and
efficient operations, safeguarding of assets and compliance with laws and
regulations. The internal control system is designed to manage rather than
eliminate all risks of failure while its goal is to provide reasonable, not absolute,
assurance regarding the achievement of organizational objectives. The Audit
Committee is responsible to assist the Board for the annual review of the

effectiveness of the internal control system of the Group.

With respect to procedures and internal control for the handling and
dissemination of price-sensitive information, the Company is aware of its
obligations under the Listing Rules and the overriding principle that information
which is expected to be price-sensitive should be announced promptly after it
becomes known to and/or is the subject of a decision by the Directors or senior
management of the Company, and conducts its affairs with close regard to the
“Guide on disclosure of price-sensitive information” issued by the Stock Exchange
in 2002.
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INTERNAL CONTROL (cont'd)

To ensure sufficient resources provided to the Audit Committee, information and
assessment of financial and internal controls, risk management systems were
sent to the Audit Committee members. Internal Control Questionnaires (ICQ)
explaining internal control procedures of the Group was prepared for the

committee members’ comments in July 2005.

In December 2005, the Audit Committee reviewed the financial control, internal
control and risk management systems of the Company for the year ended 3 1st
December, 2005. It considered the internal control systems effective and
adequate as they allowed the Board to monitor the Group's overall financial
position and to provide reasonable assurance that assets are safeguarded against
unauthorized use or material financial misstatement; transactions were executed
in accordance with management's authorization; and the accounting records
were reliable for preparing financial information used within the business or for
publication and reflecting accountability for assets and liabilities. Review will be
conducted on the request of any Audit Committee members, the Company

Secretary, the Qualified Accountant and/or the Directors.

The Audit Committee elaborated in its report the careful management of risk as
a key management activity and concluded that the business risks, which may be
strategic, operational, reputation-related or financial should be understood and
visible. The Board acknowledges the areas of concern and would devote to
in-depth study with senior management in each situation about the level of

acceptable risk and controls.
The Company has complied with the code provisions on internal control during
the year in view of the effectiveness and adequacy of the internal control system

as below:

- establishment of a framework of prudent and effective controls to enable

risks to be identified, evaluated and managed;

- ultimate responsibility of the Board for reviewing the effectiveness of the

system of the internal control system; and

- review of the system of the internal control system by the Audit Committee

to ensure the effectiveness of such control.
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INTERNAL CONTROL (cont'd)

The Company may consider to establish an Internal Audit function when the size

of the Group justifies such establishment with the key tasks as below:

- to review all aspects of the Group's activities and internal controls with
unrestricted right of access and direct access to any levels of management

as considered necessary;

- to conduct comprehensive audits of the practices and procedures, income
and expenditures, and internal controls of all business units of the Group

on a regular basis; and

- to conduct special reviews and investigations of areas of concern identified

by management for corrective actions.
INVESTOR RELATIONS

Accountability and transparency are indispensable for ensuring good corporate
governance and, in this regard, timely communication with the shareholders,
including institutional investors, is crucial. The Company manages investor
relations systematically as a key part of its operations and continues to promote

investor relations and enhance communications with the investors.

The Company maintains a company website (www.chicheung.com) to make
corporate information available on the internet to facilitate its communication
with shareholders and the investing public on corporate governance structure,
policies and systems, biographical data of the Directors and senior management

as well as terms of reference of Board committees.

The Company welcomes suggestions from investors and shareholders, and
invites them to share their views and suggestions by contacting the investor

relations team at investor.relations@chineseestates.com.
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CONCLUSION

The Company believes that corporate governance principles and practices must
remain relevant in a changing world. Ongoing effort will be put to review its
corporate governance practices from time to time so as to accommodate the
changing circumstances. The Company will try its best to maintain, strengthen

and improve the standard and quality of its corporate governance.
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Auditors' Report

Deloitte.
=)

TO THE MEMBERS OF CHI CHEUNG INVESTMENT
COMPANY, LIMITED

(incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 47 to 109 which have been
prepared in accordance with accounting principles generally accepted in Hong

Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The Companies Ordinance requires the directors to prepare financial statements
which give a true and fair view. In preparing financial statements which give a
true and fair view, it is fundamental that appropriate accounting policies are

selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on
those financial statements and to report our opinion solely to you, as a body, in
accordance with section 141 of the Companies Ordinance, and for no other
purpose. We do not assume responsibility towards or accept liability to any other

person for the contents of this report.
BASIS OF OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. An audit
includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the
significant estimates and judgments made by the directors in the preparation of
the financial statements, and of whether the accounting policies are appropriate
to the circumstances of the Company and the Group, consistently applied and

adequately disclosed.
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Auditors’ Report

BASIS OF OPINION (cont'd)

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance as to whether the financial statements
are free from material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial

statements. We believe that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and the Group as at 31st December, 2005 and of the
profit and cash flows of the Group for the year then ended and have been

properly prepared in accordance with the Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

14th March, 2006
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Consolidated Income Statement e s
For the year ended 31st December, 2005 BE_TTRAF+_A=+—HILFE

2005 2004
Notes HK$'000 HK$'000
(restated)
B 5 FTER FHET
(&51)
Revenue = L ON 7 3,370 18,870
Cost of sales SHE B (1,363) (13,319)
Gross profit EF 2,007 5,551
Fair value changes on investment properties BEMEZ A TEES 4,600 -
Other income H W A 9 9,410 6,279
Administrative expenses THAX (4,818) (3,681)
Impairment loss recognised in respect of MFHEER ZMEER
property interests held for development MR R E EE 20 - (183,381)
Provision for a litigation claim REFABE 26 - (8,427)
Write-back of allowance for amounts B2 N Bl R RLERS
due from associates, net Y EFEE 1,020 1,441
Write-back of allowance for amounts BT BE 2 N A) R FRES
due from former associates 2R eEE 8,720 7,788
Share of results of associates g NG TE 10 100,977 6,014
Finance costs MEER 11 (2,100) —
Profit (loss) before taxation AN (&) 12 119,816 (168,416)
Taxation g 13 (398) (980)
Profit (loss) for the year FRmA (EE) 119,418 (169,396)
Attributable to: T fELh
Equity holders of the Company RRATREFEA A 121,518 (169,396)
Minority interests D HRR R (2,100) -
119,418 (169,396)
Earnings (loss) per share BRAERN (BE)
Basic 2R 16 36.40 cents {li  (60.00) cents fll

SEEREFH ERBEERAA

47




48

Consolidated Balance Sheet
At 31st December, 2005

Non-current assets
Investment properties
Property and other fixed assets
Properties held for development
Property interests held for development
Prepaid lease payments
Interests in associates
Advances to associates
Other asset

Current assets
Properties held for sale
Debtors, deposits
and prepayments
Taxation recoverable
Bank balances and cash

Current liabilities
Creditors and accruals
Provision for a litigation claim
Taxation payable

Net current assets
Total assets less current liabilities

Non-current liabilities
Loans from minority shareholders of subsidiaries
Advance from an associate
Deferred taxation liabilities

Total assets and liabilities

Capital and reserves
Share capital
Reserves

Equity attributable to equity holders of the Company
Minority interests

Total equity

ERBEE

B

Y% R H A E E A B
BIEREDE
BIERR 2 R
TEfHAERIEA

B & N A RE RS

B B A B FROE
HihEE

MENEE
FEHEWE
FEURRIA ~ E

SSEENEQ
] W [B] 75818
RITEHREA S

mERIE
e ERIA K ERTE M
REFREE
MIAE &

BB EFE
BEREBERABDEE
FRBAEE

MEARDBRRER
Bk A% N T s 20

EERIEAE

BEEEAERE
B Bt
(L@
&

ARBRAREE ARLE

e
RS AR

The financial statements on pages 47 to 109 were approved and authorised for
issue by the Board of Directors on 14th March, 2006 and are signed on its behalf

by:

Thomas Lau, Luen-hung 2| &5
Director EF

D>

= ==
FeEBEERE
RZFERAF+=-_H=4—H
2005 2004
Notes HK$'000 HK$'000
(restated)
B 5 FET FHET
(&3))
17 53,950 33,750
18 240 287
19 23,901 750
20 - 14,500
21 9,700 9,733
23(a) 246,345 160,255
23(b) 124,756 136,107
270 270
459,162 355,652
28,796 28,796
24(a) 768 265
6 135
24(b) 195,130 131,121
224,700 160,317
25 7,245 2,321
26 8,427 8,427
7 5
15,679 10,753
209,021 149,564
668,183 505,216
27 965 40,312
28 59 12,909
29 1,010 426
2,034 53,647
666,149 451,569
30 3,388 2,823
663,726 489,058
= 667,114 491,881
(965) (40,312)
666,149 451,569
FA47TEEE 109 B 2 BHRERNARZ gg SHFE=
A+mX EIZ¥§$A%E/E&&%FU & WA TIE

ERREE

Joseph Lau, Luen-hung 2|8

Director
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Balance Sheet
At 31st December, 2005

Non-current assets
Property and other fixed assets
Interests in subsidiaries
Advances to subsidiaries
Advances to associates

Other asset

Current assets
Deposits and prepayments

Bank balances and cash

Current liabilities
Creditors and accruals

Provision for a litigation claim

Net current assets
Total assets and liabilities
Capital and reserves

Share capital

Reserves

Total equity

Thomas Lau, Luen-hung 2| %5
Director ETE

ERBAE
MR ETEE
A A 24
W B A T HE
o 8% A TR
HipEE

MENEE
Be RIENREA
RITEHREAE

BB
FE A< B VA R S B
RO

mEEBEFE
BEEBERE

7 I fefi

Joseph Lau, Luen-hung
Director

2005 2004
Notes HK$"000 HK$'000
B FExT TET
18 16 45
22 185,311 -
22 207,736 401,104
23(b) 9,500 9,500
270 270
402,833 410,919
24(a) 553 56
24(b) 194,522 112,501
195,075 112,557
25 846 739
26 8,427 8,427
9,273 9,166
185,802 103,391
588,635 514,310
30 3,388 2,823
31 585,247 511,487
588,635 514,310
EIE
EFE
“ETRFFER EHEERRAA
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Consolidated Statement of Changes in Equity 4 & AR EHRK
For the year ended 31st December, 2005 BE_TTERAF+_A=+—HIFE

Attributable to equity holders of the Company

KRRARAEE ABLRR
Investment Special
Contribution property capital Accumulated
Share Share from  revaluation reserve Exchange profits Minority Total
capital premium  shareholders reserve 1&11 reserve (losses) Total interests equity
il
REnx RAGHE Byl 28 &
& R EE RREE Efiif %0 EXGE (B8) a5t RRER ag

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

(Note a) (Note b)
UED) (Hzkb)
THE GROUP e 3]
At 15t January, 2004 RIZZME
—-A-H
As originally stated RREZ5 2,823 442917 116,861 9,251 54,720 (311) 1,701 627,962 = 627,962
Fffects of changes in RS
accounting policies (See 2e,28
Note 3c of notes to the (FERUHE
financial statements HxMEz
for detal) B3t 30) = = (12058) (1,039) = = ) (13,110) w312 (5342)
At st January, 2004 R-EEME
(restated) -A-H
(£3)) 2823 482917 104,803 8213 54720 (311) 1,687 614,852 #031)) 574540
Exchange differences on BEBNEKL
translation of overseas EXZR
operations - - - - = 3N = 3N = 3N
Adjustment on contribution RRTEz#%
from shareholders - = (578) - - - - (578) = (578)
Revaluation resenve releasedon  HEREYE
disposal of investment meg 2 Ef
properties, net of taxation FRNREE - - - (2.441) - = = (2441) - (2441)
Surplus on revaluation BfEEH = = = 3,695 = - - 3,695 - 3695
Deferred taxation liabiliy arising ~ EERENEEE
on revaluation of investment ZERRERE
properties - - - (606) - - - (606) = (606)
Share of surplus on revaluation ~ E{EEE R
of assodiates' investment RENRZ
properties BfhRR = = - 56,014 - - - 56,014 - 56,014
Deferted taxation iabilty arising ~ EEH 2 AARE
on revaluation of associates’ NEEEZER
investment properties REERE - - - (9,802) = = = (9.802) - (9,802)
Revaluation resenve releasedon ~ HEBE R ERE
disposal of assodiates' NEMERL
investment properties, Bt
net of taxation nkHE - - - (139) - - (29) (168) = (168)
Net (expenses) income recognised 1A% B 7R
directly in equity 2F (X)) WA - - (578) 46721 - 301 (29) 46425 - 46425
Loss for the year (restated) FNER (E5)) - - - - - - (169,396) (169,396) = (169,396)
Total recognised (expenses) ENEA2E
income for the year (IK) WA - - (578) 46,721 - 301 (169,425) (122,971) - (122971)
At 315t December, 2004 RZZEOET-A
(restated) and =1-A (&%)
at Tst January, 2005 RR-ZZR%
—A-H 2823 2917 104225 54934 54720 - (7). 4988l (@0312) 451569
Effects of changes in accounting &R EE 2
policies (See Note 3b 72 (#ER
of notes to the financial BTSRRI
staternents for details) M 3b) - - - (54934) - - 55,841 907 2219 3,126
At Tst January, 2005 (restated) ~ W=FTRHE
—A—E (85)) 283 4917 104225 - 54720 - (ng) 4978 (38093) 454695
Profitfor the year and total ERENRER
recognised income for the year BB ZMMA - - - - - - 121518 121518 (2,100) 119418
Amount received from RAREREIR
share placing 565 53,072 - - - - - 53,637 - 53,637
Issue cost on share placing RARE 2 RITRA - (829) - - - - - (829) - (829)
Transfer upon issue of shares REDEEXTRE
for share placing (Note c) KER (Ko - - - - (54,720) - 54720 - - -
Wiite off of loans from minoity ~ RETHELFEH
shareholders upon voluntary BEBTHOH
winding-up of certain subsidiaries R &3t = = = = - - - - 39,228 39,228
At 31t December, 2005 i
+-A=t-H 3,388 495,160 104,225 = = = 64,341 667,114 (965) 666,149
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Consolidated Statement of Changes in Equity
For the year ended 3 1st December, 2005

Notes:

@

(®)

©

Asset Transaction

On 11th February, 2003, the Company and Jumbo Legend Limited, a wholly-owned
subsidiary of the Company, entered into a sale and purchase agreement with
Chinese Estates Holdings Limited (“Chinese Estates”) relating to, among other
things, the purchase of a group of wholly-owned subsidiaries of Chinese Estates,
which held direct or indirect interests in various properties, and the sale of Super
Series Limited (“Super Series"), a wholly-owned subsidiary of the Company which
held 100% indirect interest in the development project of Manhattan Avenue (the
“Asset Transaction”). The Asset Transaction was completed on 7th November, 2003
and resulted in the acquisition of thirteen properties interests in Hong Kong and in

the People’s Republic of China.

Contribution from shareholders represents the excess of the fair value of the net

assets acquired from Chinese Estates over the consideration paid.

As part of the capital reorganisation, an order on petition dated 7th October, 2003
(the "Order") was issued by the High Court of Hong Kong Special Administrative
Region of the People’s Republic of China in connection with the reduction of the
capital of the Company for an amount of HK$296,536,000. Pursuant to the Order,
the Company applied HK$245,025,000 of the above amount to eliminate its
accumulated losses as at 31st December, 2002 while the remaining balance of

HK$51,511,000 was included in a “Special Capital Reserve I" account.

The Company also undertook that any future recoveries of the advances to Super
Series Limited, a former wholly-owned subsidiary of Company, which was disposed
of under the Asset Transaction, beyond their written down value had to be credited
to “Special Capital Reserve II". Accordingly, the gain on disposal of Super Series

amounting to HK$3,209,000 was included in this reserve.

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

for capital reduction.

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

(losses) of the Company.

In the opinion of the directors of the Company, the Company had no reserves
available for distribution as at 31st December, 2005 and 2004.

(b)

©

RZTZ=F_A+—H ' AQRRARAZE
& Wi B 2 7] Jumbo Legend Limited £2 Chinese
Estates Holdings Limited ([ZEAZEZ ) 7] —f
8= AREM (EhaiE) BEEASX
—HEEMBAR (ZEWBRRREZEDE
ZEESHEEER)  UREEARDRZ2EH
J& A 7] Super Series Limited ([ Super Series|) (7%
A BI# A Manhattan Avenue 2 &IEH 2 100% [
gE#ER) [BEXZ]) - EERXRZER-EZT
=F+—AtEBEK - WA RIRENE S
RPEARKMBE +=1AWFE R -

BRERETERRAEABEXRBZEEFENRF
BEREANREZIERE -

ERRABHE—EH - PEARLMEFTBREH
THERSEERER ST =F+A tAREIRA
A A BEA 296,536,000 T2 2B HG S
(%)) ~BEDS  ARFERT LEHE
F 245,025,000 BTTHEEER —_TT _F+_H
=+—HZZEE - 88T 51,511,000 % 7T #
A [HERIRAGHE 1] BRE -

ANRRNEAEE - BEEREAAFAREER
BEERSLE 22 ANE R A Super Series
Limited 2 FXIEE HH B MUK 2 #01E - A% H 2 56
DEBA [HRIRAREE ] o ik 14 Super
Series %%} 3,209,000 /& 7t 2 W = B 8 A% I8

i

>

IEME  BER LIAGE - ARAARZ
=F+ANA (BMEIBERAZ £ A H
[EEH])) & EWEUE AR A 2 #r A B
A R A BT E RIASAS IR A 5RIE - FIR S
RBARFTIE N2 2 BRA R B0 B Rk 2 SR ER
VABIR A Bl AR At e | B || Z 8RR o

o)
a

2NN
<

SRSy
=3

MH

—~

HERBHRE_ZTRAF+-_A=1+—HILF
& - AR BEETREERMD TSN E BT
REBRHEE - ERFEwm<RENEITREER
MREBSREMEREFRIFEE | R INHEX -
Hit - RIBEZEER HRFE IR IGE
¥H 54,720,000 7 7T Al 2 ERAERE 1 2 S E R
ARZ BsHmA (E8) o

BAAREZZER  ARAR
ZOFE+—A=+—HAAEATH

“TTRFER-
Ik 2 (G 1 o
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For the year ended 3 1st December, 2005

OPERATING ACTIVITIES
Profit (loss) before taxation
Adjustments for:
Share of results of associates
Interest income
Finance costs
Depreciation
Amortisation of prepaid lease payments
Write-back of allowance for amounts due from
associates, net
Write-back of allowance for amounts due from
former associates

Provision for a litigation claim

Impairment loss recognised in respect of property

interests held for development
Fair value changes on investment properties

Gain on disposal of investment properties

Operating cash flows before movements in
working capital

Decrease in properties held for sale

(Increase) decrease in debtors, deposits and
prepayments

Decrease in creditors and accruals

Net cash (used in) generated from operations
Hong Kong Profits Tax refunded (paid)

Overseas tax paid

NET CASH (USED IN) GENERATED FROM
OPERATING ACTIVITIES

INVESTING ACTIVITIES

Increase in properties held for development

Net proceeds from disposal of investment properties

Interest received
Repayment from associates

Repayment from former associates

NET CASH GENERATED FROM INVESTING ACTIVITIES

CHI CHEUNG INVESTMENT COMPANY, LIMITED

Consolidated Cash Flow Statement e
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BEmER
BEF=A=+—HILFE

2005 2004
HK$'000 HK$'000
(restated)
THERT FHET
(&%)
119,816 (168,416)
(100,977) (6,014)
(9,393) (3,472)
2,100 —
47 55
33 33
(1,020) (1,441)
(8,720) (7,788)
- 8,427
- 183,381
(4,600) -
- (2,529)
(2.714) 2,236
- 12,304
(181) 4,580
(173) (2,069)
(3,068) 17,051
124 (235)
- (801)
(2,944) 16,015
(18,054) (263)
= 34,740
4,608 164
18,871 23,806
8,720 7,788
14,145 66,235
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Consolidated Cash Flow Statement meEReRER
For the year ended 31st December, 2005 BE_TTRAF+_A=+—HILFE
2005 2004
HK$ 000 HK$'000
FE T FHT
FINANCING ACTIVITIES MEEH
Increase in advance from an associate BEk 5 X B EA R N - 1,020
Net proceeds from share placing & 1 B & AT 1S SR IE 5 88 52,808 -
NET CASH GENERATED FROM FINANCING ACTIVITIES @& EB fiBB ¢ 55 52,808 1,020
NET INCREASE IN CASH AND CASH EQUIVALENTS RekBELEREE ZEMFE 64,009 83,270
CASH AND CASH EQUIVALENTS AT BEGINNING AENzBEERES
OF THE YEAR ZEIEE 131,121 47,870
EFFECT OF FOREIGN EXCHANGE RATE CHANGES Exgnsse — (19)

CASH AND CASH EQUIVALENTS AT END OF THE AERZEE RIS EREE
YEAR, represented by bank balances and cash (BIRITHEBR RIRE) 195,130 131,121

“TERGEE ERBEERAF 53
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

1. GENERAL

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

report.

The Company acts as an investment holding company and its subsidiaries are
principally engaged in property investment and development. The principal

activities and other particulars of its principal subsidiaries are set out in Note 37.

The financial statements are presented in Hong Kong dollars, which is the same

as the functional currency of the Company.

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

In the current year, the Company and its subsidiaries (the “Group”) has adopted
all the new and revised Hong Kong Financial Reporting Standards (“HKFRSs"),
Hong Kong Accounting Standards ("HKASs") and Interpretations (hereinafter
collectively referred to as “new and revised Standards and Interpretations”)
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA")
that are relevant to its operations and effective for accounting periods beginning
on or after 1st January, 2005. The adoption of these new and revised Standards
and Interpretations has resulted in changes to the Group's accounting policies
in the following areas that have an effect on the amounts reported for the current

or prior years:

HKAS 1 Presentation of Financial Statements

HKAS 17 Leases

HKAS 32 Financial Instruments: Disclosure and Presentation

HKAS 39 Financial Instruments: Recognition and
Measurement

HKAS 40 Investment Property

HK(SIC)-INT 21 Income Taxes — Recovery of Revalued Non-

Depreciable Assets

The adoption of the above new and revised Standards and Interpretations has
no material effects on the Company’s accounting policies except HKAS 32 and
HKAS 39.

CHI CHEUNG INVESTMENT COMPANY, LIMITED  Annual Report 2005
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

2.

(a)

(b)

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(cont'd)

HKAS 1 Presentation of Financial Statements

The adoption of HKAS 1 has affected the presentation of minority interests,
which are now shown as equity, and share of net after tax results of
associates. These changes have been applied retrospectively (see Note 3

for financial impact).

HKAS 17 Leases

Owner-occupied leasehold interest in land

In previous years, certain leasehold land were included in properties held
for development and measured at cost less impairment or included in
property and other fixed assets and measured using the cost method. In
the current year, the Group has applied HKAS 17 Leases. Under HKAS
17, the land and buildings elements of a lease of land and buildings are
considered separately for the purposes of lease classification, unless the
lease payments cannot be allocated reliably between the land and
buildings elements, in which case, the entire lease is generally treated as
a finance lease. To the extent that the allocation of the lease payments
between the land and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid lease payments
under operating leases, which are carried at cost and amortised over the
lease term on a straight-line basis. This change in accounting policy has

been applied retrospectively (see Note 3 for the financial impact).
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

2.

(c)

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(cont'd)

HKAS 32 Financial Instruments: Disclosure and Presentation
and HKAS 39 Financial Instruments: Recognition and
Measurement

In the current year, the Group and the Company has applied HKAS 32
Financial Instruments: Disclosure and Presentation and HKAS 39 Financial
Instruments: Recognition and Measurement. The application of HKAS 32
has had no material impact on how financial instruments are presented
for current and prior accounting periods. HKAS 39, which is effective for
accounting periods beginning on or after 1st January, 2005, generally does
not permit to recognise, derecognise or measure financial assets and
liabilities on a retrospective basis. The principal effects resulting from the

implementation of HKAS 39 are summarised below:

Classification and measurement of financial assets and financial liabilities

The Group and the Company has applied the relevant transitional
provisions in HKAS 39 with respect to classification and measurement of
financial assets and financial liabilities that are within the scope of HKAS
39.

Financial assets and financial liabilities other than debt and equity

securities

From 1st January, 2005 onwards, the Group and the Company classifies
and measures its financial assets and financial liabilities other than debt
and equity securities (which were previously outside the scope of
Statement of Standard Accounting Practice 24) in accordance with the
requirements of HKAS 39. Financial assets and financial liabilities are
initially measured at fair value. Financial assets under HKAS 39 are

"o

classified as “financial assets at fair value through profit or loss", “available-
for-sale financial assets”, “loans and receivables” or “held-to-maturity
financial assets”. Financial liabilities are generally classified as “financial
liabilities at fair value through profit or loss” or “financial liabilities other
than financial liabilities at fair value through profit or loss (other financial

liabilities)".
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

2.

(c)

(d)

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(cont'd)

HKAS 32 Financial Instruments: Disclosure and Presentation
and HKAS 39 Financial Instruments: Recognition and
Measurement (cont’d)

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

January, 2005 (see Note 3 for the financial impact).

HKAS 40 Investment Property

In the current year, the Group has applied HKAS 40 Investment Property.
Under HKAS 40, land held for currently undetermined future use is treated
as investment property. Accordingly, certain property interests held for
undetermined use previously classified as property interests held for
development which were previously measured at cost less impairment

was reclassified to investment properties at 1st January, 2005.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

2.

(d)

(e)

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(cont'd)

HKAS 40 Investment Property (cont’d)

The Group has elected to use the fair value model to account for its
investment properties which requires gains or losses arising from changes
in the fair value of investment properties to be recognised directly in the
profit or loss for the year in which they arise. In previous years, investment
properties under the predecessor Standard were measured at open
market value, with revaluation surplus or deficits credited or charged to
investment property revaluation reserve unless the balance on this reserve
was insufficient to cover a revaluation decrease, in which case the excess
of the revaluation decrease over the balance on the investment property
revaluation reserve was charged to the income statement. Where a
decrease had previously been charged to the income statement and
revaluation subsequently arose, that increase was credited to the income
statement to the extent of the decrease previously charged. The Group
has applied the relevant transitional provisions in HKAS 40 and elected to
apply HKAS 40 from 1st January, 2005 onwards. The amount held in
investment property revaluation reserve at 1st January, 2005 has been
transferred to the Group's accumulated profits (losses). Gains on changes
in fair value of investment properties held by the Group and the associates
were recognised in the income statement during the year (see Note 3 for

the financial impact).

HK(SIC)-INT 21 Income taxes - Recovery of Revalued Non-
Depreciable Assets

In previous years, deferred tax consequences in respect of revalued
investment properties were assessed on the basis of the tax consequence
that would follow from recovery of the carrying amount of the properties
through sale in accordance with the predecessor Interpretation. In the
current year, the Group has applied HK(SIC)-INT 21 Income taxes -
Recovery of Revalued Non-Depreciable Assets which removes the
presumption that the carrying amount of investment properties are to be
recovered through sale. Therefore, the deferred tax consequences of the
investment properties are now assessed on the basis that reflects the tax
consequences that would follow from the manner in which the Group
expects to recover the property at each balance sheet date. In the absence
of any specific transitional provisions in HK(SIC)-INT 21, this change in
accounting policy has been applied retrospectively. Accordingly, deferred
tax liabilities on investment properties held by the Group and by associates
have been adjusted retrospectively. The Group's share of associates'
reserve and contribution from shareholders have been restated (see Note

3 for the financial impact).
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Notes to the Financial Statements B 7% TR B 5

For the year ended 3 1st December, 2005 BE_ZEERF+_H=+—HIFE
3. SUMMARY OF THE EFFECTS OF THE CHANGES 3. @xtREEFH s EHE

IN ACCOUNTING POLICIES

The effects of the application of the new and revised Standards and BisE 2 PRt ER A AT R] RS BT BB g5t A K&
Interpretations described in Note 2 on the results for the current and prior years BUAFERBEFEER 2 ZENT ¢

are as follows:

(a) Income statement items (a) WzEKRER
2005 2004
HK(SIC)- Total Total
HKAS 1 HKAS 17 HKAS 39 HKAS 40 INT21 effect effect
ERRERY

BV El N El BEE: EREt ZEERE
EHE 1S RUS17H EHEE EAZE40H Z21 % hye gye
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn T TEx TEx TR TEL

(Note 2a) (Note 2b) (Note 2c) (Note 2d) (Note 2¢)

(Bzt2a)  (WisE2b)  (WaE2c)  (HiaEad)  (Bfit2e)

i A /N =

Imputed interest income relating & A 7

to interest-free advance to SEFEL

an associate BEFEIA - - 906 - - 906 -
(Decrease) increase inshare [E(EEEREEE

of results of associates (Ri) Em (21,192) - (906) 112,071 (19,612) 70,361 (1958)
Decrease in taxation FEREX RS 21,192 - - - - 21,192 253
Amortisation of prepaid BREETE

lease payments i - (13) - - - (13) (13)
Imputed interest expense relating % FHIBA 7V #

to interest-free loans from RREE 2

minority shareholders of SEERZ

certain subsidiaries AEFEHT - - (2.100) - - (2.100) -
Fair value changes on RENEZ 2 ATE

investment properties 2 = - - 4,600 - 4,600 -
Decrease in deferred tax on SHEENEL

revaluation of investment BERER S

properties - - - - 193 193 =
(Decrease) increase in net profit A AR (Bi4)

forthe year 10 £ (13) (21000 116671 (19419) 95139 (1718)
Attributable to: T 5 FEde -

Equity holders of the Company ~ A2 RIRAREE A - (13) - 116,671 (19,419) 97,239 (1718)

Minority interests DERERR - - (2,100) - - (2,100) -

- (13) (100 116671 (19419 95,139 (1718)

Increase (decrease) in basic GREARF (BR)

eamings (loss) per share i Cad) C&fl)

(HK cents) - - - 34.95 (5.82) 29.13 (060)
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Notes to the Financial Statements
For the year ended 3 1st December, 2005
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3. SUMMARY OF THE EFFECTS OF THE CHANGES 3. @ HERE#H s EHME
IN ACCOUNTING POLICIES (cont'd) (&)

The cumulative effects of the application of the new and revised Standards and
Interpretations described in Note 2 at 31st December, 2004 and 1st January,

2005 are summarised below:

(b) Balance sheet items

B E 2 PR A #TA] RSB RT BB ST 2RI K
BR_ZTOF+_A=1— H&_??ﬁi—
HA—RZRBEZERAWT :

(b) EEHRMFEREE

Adjustments on
1st January, 2005
Retrospective adjustments RZZThE
BHRE —R—-RA%
Asat 31st
December, Asat 31st Asat 1st
2004 December, January,
(Originally HK(SIC)- 2004 2005
stated) HKAS 1 HKAS 17 INT21  (Restated) ~ HKAS39  HKAS40  (Restated)
ZZINE EE —ZTRE i
+=A B FE  RBEH +=A B % —ZEZnF
=t—H eiHER ekl ZEeRE =ft-H gkl &iEl —A-A
(REZ5) F1% 1% F21% (E31) £39% F40%; (=51)
HK$'000 HKg'000 HK3'000 HKg'000 HK$'000 HK$'000 HK$'000 HKg'000
Titn Ti#n Titn Ti#n Titn Titn THL Titn
(Note 2a) ~ (Note2b) ~ (Note 2e) (Note 2¢)  (Note 2d)
(Bzt2a)  (ME2b)  (Hizt2e) (Hizt2c)  (Mt2d)
Investment properties REME 33,750 - - - 33,750 - 15,600 49350
Property and other fixed assets ~ MIEREMETEE 547 - (260) = 287 = = 287
Properties held for development — #{E%EN% 10,250 - (9,500) - 750 - - 750
Property interests held for BIEER MRS
development 14,500 - - - 14,500 - (14,500) -
Prepaid lease payments BAAEHE - - 9,733 - 9,733 = - 9,733
Interests in associates i UN —H’é 184,657 - - (24402) 160,255 - - 160,255
Advances to associates LBE DR 136,308 = = (201) 136,107 = = 136,107
Other net assets HipE E/?fﬁ 136,925 - = - 136,925 = - 136925
Loans from minority shareholders ~ MiB 2 Al D SR B &R
of subsidiaries (40312) = = - (40312) 2219 - (38,093)
Deferred taxation liabilities BREREERE (426) - - - (426) - (193) (619)
Total assets and liabiliies BEERBEAR 476,199 - (27)  (24603) 451569 2,219 907 454,695
Minority interests DHRF R 40,312 (40312) - - - - - -
516511 (40312) (Q7)  (24603) 451,569 2219 907 454695
Share capital e 2,823 - - - 2,823 - - 2,823
Contrbution from shareholders )T & 116,283 - - (12,058) 104,225 - - 104225
Investment property revaluation R EWFEEHE
reserve 65,745 - - (10,811) 54,934 - (54,934) -
Other reserves HitGts 497,637 - - - 497637 - - 497637
Accumulated profits (losses) Zitadl (B8) (165,977) - (27) (1734)  (167,738) - 55841 (111,897)
Equity attributable to equity holders
of the Company ARARAREEAEGES 516511 = @27)  (24603) 491,881 = 907 492,788
Minority interests YR EER - (40312) - - (40312 2,219 - (38093)
Total equity EHEE 516511 (40312) (27)  (24603) 451569 2219 907 454695

CHI CHEUNG INVESTMENT COMPANY, LIMITED  Annual Report 2005



Notes to the Financial Statements B 7% TR B 5

For the year ended 31st December, 2005 BE_ZEERF+_H=+—HIFE

3. SUMMARY OF THE EFFECTS OF THE CHANGES 3. ®FTBUREB 2w EME
IN ACCOUNTING POLICIES (cont'd) (%)

() The effects of the application of the new and revised Standards and () PFifEE 2 PTAtER A RTA] REIEFT BB g5
Interpretations described in Note 2 to the Group's equity at 1st January, A RREHAEE _ZTHE-—F—AH
2004 are summarised below: B EMtmT

Retrospective adjustments

BT E

As at 1st
January, As at 1st
2004 January,
(Originally HK(SIC)— 2004
stated) HKAS 1 HKAS 17 INT21  (Restated)
n BE IS
—EENF BE HE REFB —_TT@OEF
—HA—R &it#ERl &£l 8RB —HA—H

(R%EZ25) F15%  HBI7HR F21% (23)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FET TR FET
(Note 2a)  (Note 2b)  (Note 2e)
(Btet2a) (Htat2b) (Htit2e)

Share capital &% 7R 2,823 - — = 2,823
Contribution from REFE

shareholders 116,861 - - (12,058) 104,803
Investment property REMEBhHE

revaluation reserve 9,251 - - (1,038) 8,213
Other reserves H Al 497,326 - - - 497326
Accumulated profits (losses) 255 (E5E) 1,701 - (14) - 1,687

Equity attributable to equity AN A BB AFEFE A

holders of the Company FE(E = 627,962 - (14) (13,096) 614,852
Minority interests D HRR R = - (40,312) - = (40,312)
Total equity e H R 627,962 (40,312) (14)  (13,096) 574,540
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

3. SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (cont'd)

The Group has not early applied the following new HKFRSs and Interpretations

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

anticipate that the application of these new standards and interpretations will

have no material impact on the financial statements of the Group.

HKAS 1 (Amendment)
HKAS 19 (Amendment)

HKAS 21 (Amendment)
HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4
(Amendments)

HKFRS 6

HKFRS 7

HK(IFRIC) - INT 4

HK(IFRIC) - INT 5

HK(IFRIC) - INT 6

HK(IFRIC) - INT 7

Capital disclosures '

Actuarial gains and losses, group plans and
disclosures 2

Net investment in a foreign operation 2

Cash flow hedge accounting of forecast intragroup
transactions 2

The fair value option 2

Financial guarantee contracts 2

Exploration for and evaluation of mineral resources 2

Financial instruments: Disclosures

Determining whether an arrangement contains a
lease 2

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

Liabilities arising from participating in a specific market

— waste electrical and electronic equipment *

Applying the restatement approach under HKAS 29

Financial Reporting in Hyperinflationary

Economies
1 Effective for accounting periods beginning on or after 1st January, 2007.
2 Effective for accounting periods beginning on or after 1st January, 2006.
3 Effective for accounting periods beginning on or after 1st December, 2005.
4 Effective for accounting periods beginning on or after 1st March, 2006.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES

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

("Listing Rule”) and by the Hong Kong Companies Ordinance.

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

accounting policies set out below.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the

Company and its subsidiaries.

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

up to the effective date of disposal, as appropriate.

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

consolidation.

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

investment to cover the losses.

Revenue recognition

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

current liabilities.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

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

line basis over the term of the relevant lease.

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

expected life of the financial asset to that asset's net carrying amount.

Investments in subsidiaries
Investments in subsidiaries are included in the Company's balance sheet at cost

less any identified impairment loss.

Interests in associates

As associate is an entity which the Group has significant influence and that is
neither a subsidiary nor an interest in a joint venture. Significant influence is the
power to participate in the financial and operating policy decisions of the investee

but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these
financial statements using the equity method of accounting. Under the equity
method, investments in associates are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the Group's share of the profit
or loss and of changes in equity of the associate, less any impairment in the
value of individual investments. Losses of an associate in excess of the Group's
interest in that associate (which includes any long-term interests that, in
substance, form part of the Group's net investment in the associate) are not

recognised.

Where a group entity transacts with an associate of the Group, profits and losses
are eliminated to the extent of the Group's interest in the relevant associate.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Interests in associates (cont’d)

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

Investment properties

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

On disposal of investment properties, the gain or loss is directly recognise in the
income statement.

Property and other fixed assets
Property and other fixed assets are stated at cost less accumulated depreciation
and any accumulated impairment losses.

Depreciation is charged so as to write off the cost of property and other fixed
assets over their estimated useful lives, using the straight-line method.

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

Property interests held for development

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

Properties held for development

When the leasehold land and buildings are in the course of development for
production, rental or for administrative purposes, the leasehold land component
is classified as a prepaid lease payment and amortised over a straight-line basis
over the lease term. During the construction period, the amortisation charge
provided for the leasehold land is included as part of costs of buildings under
construction. Buildings under construction are carried at cost, less any identified
impairment losses. Depreciation of buildings commences when they are
available for use.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Properties held for sale
Properties held for sale in the ordinary course of business are stated at the lower

of cost and net realisable value.

Other asset
Other asset representing club membership, is stated at cost less any identified

impairment loss.

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

are classified as operating leases.

The Group as lessor

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

the lease term.

The Group as lessee

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

rental expenses over the lease term on a straight-line basis.

Foreign currencies

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

measured in terms of historical cost in a foreign currency are not retranslated.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Foreign currencies (cont’d)

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in profit or loss in the period in
which they arise, except for exchange differences arising on a monetary item
that forms part of the Group's net investment in a foreign operation, in which
case, such exchange differences are recognised in equity in the consolidated
financial statements. Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly in equity, in which cases,

the exchange differences are also recognised directly in equity.

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

the foreign operation is disposed of.

Retirement benefit costs

Payments to defined contribution schemes are charged as an expense as they
fall due.

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

tax.

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

enacted by the balance sheet date.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Taxation (cont’d)

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

that affects neither the taxable profit nor the accounting profit.

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

future.

The carrying amount of deferred tax assets is reviewed at each balance sheet
date and reduced to the extent that it is no longer probable that sufficient taxable

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

Deferred tax is calculated at the rates that are expected to apply in the period
when the liability is settled or the asset is realised based on sales that have been
enacted or substantially enacted by the balance sheet date. Deferred tax is
charged or credited to the income statement, except when it relates to items
charged or credited directly to equity, in which case the deferred tax is also dealt

with in equity.

Financial instruments

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

loss are recognised immediately in profit or loss.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Financial instruments (cont’d)
Financial assets
The Company’s and the Group's financial assets are classified into loans and

receivables. The accounting policies adopted are set out below.

Loans and receivables

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

impairment not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by an entity of the Group are
classified according to the substance of the contractual arrangements entered
into and the definitions of a financial liability and an equity instrument. An equity
instrument is any contract that evidences a residual interest in the assets of the

Group after deducting all of its liabilities.

The Group's financial liabilities are classified into other financial liabilities. The
accounting policies adopted in respect of financial liabilities and equity

instruments are set out below.

Other financial liabilities
Other financial liabilities including creditors and accruals, provision for a litigation
claim and loans from minority shareholders of subsidiaries are subsequently

measured at amortised cost, using the effective interest method.

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

received, net of direct issue costs.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Impairment losses

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

as an expense immediately.

Where an impairment loss 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.

5. CRITICAL ACCOUNTING JUDGMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the accounting policies of the Group which are
described in Note 4 above, management has made the following judgment
based on past experience, expectations of the future and other information. The
key assumptions concerning the future, and other key sources of estimation
uncertainty at the balance sheet date that have significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the

next financial years, are discussed below:

Property interests held for development

As explained in Note 20, the Group made a full provision for an impairment loss
of HK$183,381,000 in respect of property interests held for development in
Shantou in 2004.

The written back of impairment loss to other income (if any) will rely on the

conclusive judgment of legal proceedings and the actual amount that could be

recovered from the recourse action (if necessary).
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

6. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's and the Company's major financial instruments include bank
balance and cash, debtors, deposits and prepayments, creditors and accruals
and provision for a litigation claim. 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.

Credit risk

The Group's maximum exposure to credit risk in the event of the counterparties’
failure to perform their obligations as at 31st December, 2005 in relation to each
class of recognised financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. The Group's and the Company's time
deposits are deposited with banks of high credit quality in Hong Kong. For rent
receivable, the Group obtained sufficient deposits from tenants and stringent
monitoring procedures are in place to deal with overdue debts. In addition, the
Group reviews the recoverable amount of each individual trade debt at each
balance sheet date to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the Company consider that

the Group's credit risk is significantly reduced.

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

over a number of counterparties and customers.

The Company has no significant credit risk as at 31st December, 2005.
Interest rate risk

The Group and the Company has no interest rate risk arises from borrowing.
The Group and the Company has no significant interest-bearing assets except

for Interest-bearing advances to associates and time deposits and bank balance,
details of which have been disclosed in Note 23(b) and Note 24(b).
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

7. REVENUE

Revenue represents the aggregate amounts received and receivable from

property rental income and sales of properties held for sale, analysed as follows:

MEBERA
FEHEME 2 HER

Property rental income

Sales of properties held for sale

8. SEGMENT INFORMATION

Business Segments
For management purposes, the Group is currently organised into two operating
divisions - property development and property leasing. These divisions are the

basis on which the Group reports its primary segment information.

Principal activities are as follows:

Property development ~ —  Property development and sales of properties

Property leasing —  Property rental
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

8. SEGMENT INFORMATION (cont'd)

Business Segments (cont’d)

Segment information about these businesses is presented below:

INCOME STATEMENT

For the year ended 31st December, 2005

Segment revenue

Segment result
— Operating results before fair value
changes on investment properties
— Fair value changes on

investment properties

— Segment result after fair value

changes on investment properties

Unallocated corporate expenses
Finance costs
Write-back of allowance for amounts
due from associates, net
Write-back of allowance for amounts
due from former associates
Share of results of associates
— Before fair value changes on
investment properties
— Fair value changes on
investment properties
— Deferred tax arose from fair value

changes on investment properties

Profit before taxation
Current tax

Deferred tax

Profit after taxation
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BELE T (HF)
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28 &
BE_EERFT A=+ -HLERFE

Property Property
development leasing Consolidated
MERRE MEHE SREERAE
HK$'000 HK$'000 HK$'000
THERT FTHET TER
= 3,370 3,370
(931) 8,093 7,162
= 4,600 4,600
(931) 12,693 11,762
(563)
(2,100)
= 1,020 1,020
2,964 5,756 8,720
= 8,518 8,518
= 112,071 112,071
- (19,612) (19,612)
= 100,977 100,977
119,816
- ) )
- (391) (391)
119,418
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

8. SEGMENT INFORMATION (cont'd)

Business Segments (cont’d)

BALANCE SHEET
At 31st December, 2005

ASSETS BE

Segment assets DREE

Interests in associates EEU/NCIE - E
Advances to associates S B A R FRIE
Unallocated corporate assets ROBEZ RRIEE
Consolidated total assets REBEERE
LIABILITIES =R

Segment liabilities DEEE
Unallocated corporate liabilities Koz ARIAE
Consolidated total liabilities REBERE
OTHER INFORMATION

For the year ended 31st December, 2005

Capital additions BRI
Depreciation e

Amortisation of prepaid lease payments T8 fH & 7} 78 # 4
Fair value changes on REMERNTEE

investment properties
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Property Property
development leasing Consolidated

MEER MEESE FERE

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

TER TER TERT
75,724 236,999 312,723
- 246,345 246,345

- 124,756 124,756

38

683,862

5,649 10,214 15,863
1,850

17,713

BE_ZETRAF+-A=1T—-HLEE

Property Property
development leasing Consolidated

MEER WEEE FERE

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

FET FET FET
23,151 = 23,151
18 29 47

33 = 33

- 4,600 4,600




Notes to the Financial Statements B 7% TR B 5

For the year ended 31st December, 2005 BE_ZEERF+_H=+—HIFE
8. SEGMENT INFORMATION (cont'd) 8. DBEFR (&)

Business Segments (cont’d) BEBE D (&)

INCOME STATEMENT 3 &

FOR THE YEAR ENDED 31ST DECEMBER, 2004 BE_ZFTTNF+-_A=1+—HLEFE

Property Property

development leasing Consolidated
MERR WEAE FEIRE
HK$'000 HK$'000 HK$'000

FET FET FET
(restated)
(&%)
Segment revenue DEEXWA 13,155 5715 18,870
Segment result DEEE (183,514) 8,977 (174,537)
Unallocated corporate expenses Koz ARIAY (9.122)
Write-back of allowance for amounts B AR R RER 2
due from associates, net BB FEE - 1,441 1,441
Write-back of allowance for amounts BB & A B RRER 2
due from former associates O &5 3,666 4,122 7,788
Share of results of associates JE{GEEE N A XA - 6,014 6,014
Loss before taxation TR E 18 (168,416)
Current tax FATHIE (222) (26) (248)
Deferred tax ERER IR - (732) (732)

Loss after taxation & EE (169,396)
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

8. SEGMENT INFORMATION (cont'd)

Business Segments (cont’d)

BALANCE SHEET

BB R MY ot
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8. DIEHR (
BEBHD (&)

BEERER

AT 31ST DECEMBER, 2004

RZZEZNF+=—A=+—H

Property Property
development leasing Consolidated
MERRE MERE #ERE
HK$°000 HK$°000 HK$'000
FET FET FET
(restated)
(&%)
ASSETS EE
Segment assets DIEE 54,295 165,036 219,331
Interests in associates Bt N A ME 2 - 160,255 160,255
Advances to associates el Nl /NETE L] - 136,107 136,107
Unallocated corporate assets Koz ARIEE 276
Consolidated total assets REBEERE 515,969
LIABILITIES =R
Segment liabilities DEEE 91 1,911 2,002
Unallocated corporate liabilities AOBZARIAGE 62,398
Consolidated total liabilities ReEBESE 64,400
OTHER INFORMATION HibE R

For the year ended 31st December, 2004

BE-PTMF+-A=+—AILER

Property Property
development leasing Others Consolidated
MEBRRE MEHE Hit wERE
HK$'000 HK$'000 HK$'000 HK$'000
FERT FERT FTERT FTERT
(restated)
(&%)
Capital additions & ARG N 750 - - 750
Depreciation e 18 37 - 55
Amortisation of prepaid lease TE 1 78 & I8 B 8
payments 33 = = 33
Gain on disposal of investment & & &M 2 W=
properties - 2,529 - 2,529
Impairment losses recognised in -~ B Rz R R 2 FEEE
income statement 183,381 - - 183,381
Provision for a litigation claim REFREE - = 8,427 8,427
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Notes to the Financial Statements B 7% TR B 5

For the year ended 3 1st December, 2005 BE_ZEERF+_H=+—HIFE
8. SEGMENT INFORMATION (cont'd) 8. AR (&)
Geographical Segments B ET 585

The Group's operations are located in Hong Kong and the People’s Republicof ~ RNEEAEFERFEARENE (FHBEIN)
China, other than Hong Kong, (the “PRC"). The Group's revenue are all derived ([HRE]) 2% EMEFEREEZKA
from Hong Kong in both years. 2HEEEFE -

The following is an analysis of the carrying amount of segment assets at balance AT REZHSBREERBEZ DT RFANE
sheet date, and capital additions during the year analysed by the geographical ER MR EEMEMFTIEZ DT ¢

area in which the assets are located:

Carrying amount
of segment assets Capital additions
PEEEREE B4 b0
2005 2004 2005 2004
HK$°000 HK$'000 HK$'000 HK$'000
FTERT FAT FERT FAT
(restated)
(&E751)
Hong Kong B 683,750 515,864 23,151 750
PRC e 112 105 - =
683,862 515,969 23,151 750
9. OTHER INCOME 9. EAMUA
2005 2004
HK$°000 HK$'000
FTER FAET
Interest income from bank deposits |ATERA B WA 4,928 177
Interest income on advances to associates BB N B SR F B A 3,557 3,295
Imputed interest income relating to interest-free BNBERRRERIEZ
advance to an associate BEFSBA 906 -
Gain on disposal of investment properties HEREYHE S - 2,529
Sundry income FEIEUA 19 278

9,410 6,279
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Notes to the Financial Statements

For the year ended 3 1st December, 2005

10. SHARE OF RESULTS OF ASSOCIATES

Operating income

Gain on disposal of properties

Fair value changes on investment properties

Imputed interest expense relating to interest-free
advance from shareholder

Current tax

Deferred tax

11. FINANCE COSTS

Imputed interest expenses relating to interest-free
loans from minority shareholders of

certain subsidiaries

R WA

HEWERZ W
RENMEZATFEED
BRREEBRZ
BENEFRX
FABRE

BT TR
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10. FEHERE N A4S

2005 2004
HK$°000 HK$'000
(restated)
FHET FHT
(&%)
4,731 1,480
6,273 6,492
112,071 -
(906) -
(1,580) (1,389)
(19,612) (569)
100,977 6,014
1. B 55 & H
2005 2004
HK$000 HK$'000
FET FET
2,100 -




Notes to the Financial Statements B 7% TR B 5

For the year ended 3 1st December, 2005 BE_TTRAF+_A=+—HILFE
12. PROFIT (LOSS) BEFORE TAXATION 12. BAngE s (EER)
2005 2004
HK$'000 HK$'000
(restated)
TR FHET
(Z71))
Profit (loss) before taxation has been arrived Hanas (BE) ek (GtA)

at after charging (crediting):

Auditors’ remuneration: ZER &
Current year REF 373 282
Underprovision in previous years BEFEEETR - 21
Depreciation e 47 55
Amortisation of prepaid lease payments 8 < 8 & FNIE 5 33 33
Staff costs, including Directors’ emoluments BTIKA  BIEEEMS 1,412 888
Gross rental income from investment properties BEMEZ AL WRABLE (3.370) (5,715)
Less: direct operating expenses from investment W FREEESKRAZ
properties that generated rental income REMEERELERX
during the year 541 489
direct operating expenses from investment FRWEEFEHESWAZ
properties that did not generate rental BREMFERKEERXZ
income during the year 822 454

(2,007) (4,772)
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

13. TAXATION
Current tax FAMIE

— Hong Kong — &%
Underprovision in prior years BEFERETR

— Hong Kong — B

— Other regions in the PRC — R E AR
Deferred tax (See Note 29) EERIE (RHIEE29)

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%) on the estimated
assessable profit for both years. Taxation in any other jurisdictions is calculated

at the rates prevailing in the relevant jurisdictions.

No PRC tax provision has been made as the PRC subsidiaries incurred loss during

the year.
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13. §418

HK$°000

2004
HK$'000
(restated)
FHET
(&%)

20
222

242

732

980

BRNEBR IR MEFE 2 (A5t R R R

R 175% (ZZTZPOF : 17.5%) :5TE - FHE
o R)EER 2 BB TR AE B R AR 2 A=

.
ATE ©

B BB A RRNFENELREE - Filf S5

B IR (A



Notes to the Financial Statements B 7% TR B 5

For the year ended 31st December, 2005 BE_TTRAF+_A=+—HILFE
13. TAXATION (cont'd) 13. #18 (88)
The taxation charge for the year can be reconciled to profit (loss) before taxation FABEX HEKmR 2 BRARN (BE) SR
per the income statement as follows: U
2005 2004
HK$'000 HK$'000
(restated)
FTHERT FAET
(&%)
Profit (loss) before taxation BAanaN (&) 119,816 (168,416)
Tax at Hong Kong Profits Tax rate of 17.5% REBFEHIAE 17.5% T E 2 1A 20,968 (29,473)
Tax effect of share of results of associates BN E N REE TR (17,671) (1,052)
Tax effect of expenses not deductible for tax purpose 5T & &Rt i A RE R ] H1FE 2 ) 2 IS 2 2 590 34616
Tax effect of income not taxable for tax purpose T EERTUE T B B ERB A 2 g5 & (2,856) (2,123)
Tax effect of taxation losses not recognised DT R MEEEZ RBTE (832) (1,101)
Underprovision in prior years BAEFERETIR - 242
Others HA 199 (129)
Taxation charge for the year RNEFZHIBAX M 398 980
14. DIRECTORS' AND EMPLOYEES' EMOLUMENTS 14 EE=REE ZB&
(a) Directors’ emoluments (a EFHL
The emoluments paid or payable to each of the 5 (2004: 7) directors ENRENEE (ZZTWF : +%) &
were as follows: EZBEmT :
For the year ended 31st December, 2005 BE-Z2RF+-HA=1+T—HLFE
Joseph Lau, Thomas Lau, Wang, Mok, Wong,
Luen-hung Luen-hung  Jian-guo Hon-sang  Tik-tung Total
B 3 2% TEH EE4 THRR A&t

HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR TR TR TR TR

Fees we = = 100 100 100 300
Other emoluments Hibfie
Salaries and other benefits e REMET = = = = = =
Retirement benefit schemes RIETIE B
contributions - - - - - -
Total emoluments Wemm - - 100 100 100 300
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Notes to the Financial Statements

For the year ended 3 1st December, 2005

14. DIRECTORS' AND EMPLOYEES' EMOLUMENTS

(a)

(b)

(cont'd)
Directors’ emoluments (cont’d)

For the year ended 31st December, 2004

Fees we
Other emoluments E e
Salaries and other benefits HeREMBET

Retirement benefit schemes

NI SN

contributions

Total emoluments [k

BT F5 ¥Rk M ot

BE—

14 E=NEE

FERFT_A=1T—HILFE

i< (&)

(@ EZHE (#)

No director waived any emoluments in the years ended 31st December,

2005 and 2004.

Employees’ emoluments

During the year, the five highest paid individuals included two directors

(2004: Nil) whose emoluments are set out above. The emoluments of

the remaining three highest paid individuals (2004: five individuals) were

as follows:

Salaries and other benefits

Retirement benefit schemes contributions

e RHEMET
R RAE A FT B 4K

The emoluments of individual employees were all less than HK$500,000.
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(b)

HE_ZTUE+_A=1+—HILFE

Joseph Lau, Thomas Lau, Shum, Chan, Wang, Mok, Wong,

Luen-hung Luen-hung ~ Man-wai  Kwok-wai  Jian-guo  Hon-sang  Tik-tung Total
Bl R xR RER  IRE  EEA IR &t
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000
TEL FEL FTEx TAx FTExT FTEx TEx  TExn

= = 22 22 26 26 26 122

= = 22 22 26 26 26 122
REBEE_ZTRFR_ZETEF+-_A=
T—HIEFE - B EE R A BN

ESH<

FA AAGRTHATEERAES
(ZZZTmF - &) @ HeFBEERE
X B T=fUZRTMATZHe (=
TPNF  BE) W

2005 2004
HK$"000 HK$'000
FTEx TAT
385 448
19 22
404 470

ERE & 2 Bl < 2 28K 500,000 7T °



Notes to the Financial Statements
For the year ended 3 1st December, 2005

15. DIVIDENDS

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

proposed since the balance sheet date.
16. EARNINGS (LOSS) PER SHARE

The calculation of the basic earnings per share is based on the profit attributable
to the ordinary equity holders of the Company of approximately
HK$121,518,000 (2004 (restated): loss of approximately HK$169,396,000)
and the weighted average number of 333,816,069 (2004: 282,305,987)

ordinary shares in issue during the year.
The Company has no potential ordinary shares outstanding for both years.

The following table summarises the impact on basic earnings per share as a result

of changes in accounting policies:

Reported figures before adjustments PR B BREF

Adjustments arising from changes in accounting BRTHEREHELE AR
policies (See Note 3a) (R HI5E 3a)

Restated gl

BT FS ¥R M ot

BE—_FEFERFf-_A=+—HIFFEF
15. IX B

MEFEYERNSEZRNEMNRE - B&E
B AR IR S 52 SR AN (T AR S -

16. §R&AF (EE)
BREXRBFIIRBERFERNARRANEE AR
E A4 121,518,000 (ZZEEWF (E
%) KB4 169,396,000 7L) RERNE EIT
LA 2 INEF 9% 333,816,069 ik (ZZZW
4 1 282,305,987 (%) FTE o

AARR EAMFRECHTEEERR -

TREASFTRREPHHERERBN 2 FE

Impact on basic

earnings per share

BEREXREF &
2005 2004
HK cents HK cents
B4l bl
1.27 (59.40)
29.13 (0.60)
36.40 (60.00)

SEEREFH ERBEERAA
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

17. INVESTMENT PROPERTIES

HK$'000
FER
THE GROUP EE
FAIR VALUE Q¥ E
At 1st January, 2004 R-ZEZTNFE—H—H 65,720
Disposal & (35,665)
Revaluation surplus recognised in equity R R B AR 3,695
At 31st December, 2004 R-ZEE @¢+ A=+—H 33,750
Reclassified from property interests held for FEREBE G ERE 40 REFIEREER
development upon the application of HKAS 40 2R fmi ok
(See Note 3b) (R M5 3b) 14,500
Fair value changes recognised in accumulated profits FER BB G ERIE 40 SRE R Rt FIHER
upon the application of HKAS 40 (See Note 3b) ZA $@“§U (RMi7E 3b) 1,100
At 1st January, 2005 (restated) RZZTZERFE—A—H (FH) 49,350
Fair value changes recognised in income statement P& ER 2 A FEE 4,600
At 31st December, 2005 R-ZEZERAF+_H=+—H 53,950

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

All of the Group's property interests held under operating leases to earn rentals
or for capital appreciation purposes are measured using the fair value model
and are classified and accounted for as investment properties. As at 31st
December, 2005, the carrying amount of such property interests amounted to
HK$53,950,000 (2004: HK$33,750,000).

The carrying amounts of investment properties shown above comprises:

Properties in Hong Kong held under:
RHEIA L
RHEITE A

Long lease
Medium-term lease
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17. IREW=E

AEBREMEN_FTTRF T _A=1+—8B2

RNHER - FEREBEER 2B S ERFEXN
FTENTERBEBEFEAR A RINZ BT ZHE
REEME - EHEERFEERARHNIEE
W FRLUMEHELEFERER IO 2
B85 - ZAMETETEBNEMB S PTRM
MYEGEER (F—hR) - WIRARMEESRE
HEITEL °

REERBEERERFARRESSEEER
B YEEREHBFAA Trﬁ*itﬁﬁ B S
BRARIIEREYH - NZZETRF+-A=
T — B ZEVEEZcCEEHLBEAR
53,950,000 T (ZZZEMM4F : 33,750,000 7
JL) °

REBLATHOTEZYE

LREEYRZ REERRE
2005 2004
HK$"000 HK$'000
TER TET
3,350 2,750
50,600 31,000
53,950 33,750




Notes to the Financial Statements
For the year ended 3 1st December, 2005

18. PROPERTY AND OTHER FIXED ASSETS

THE GROUP

COST
At 1st January, 2004
As originally stated
Reclassified to prepaid lease payments
upon application of HKAS 17
(See Note 3b)

At 1st January, 2004 (restated),
31st December, 2004 (restated) and
31st December, 2005

DEPRECIATION AND AMORTISATION
At st January, 2004
As originally stated
Reclassified to prepaid lease payments
upon application of HKAS 17
(See Note 3b)

At 1st January, 2004 (restated)

Provided for the year (as originally stated)
Reclassified to prepaid lease payments
upon application of HKAS 17
(See Note 3b)

Provided for the year (restated)
At 31st December, 2004 (restated)
and Tst January, 2005
Provided for the year

At 31st December, 2005
NET BOOK VALUE
At 31st December, 2005

At 31st December, 2004 (restated)

r5E

BA&E
R-ZZEZTWFE—-HA—H
BREZS
ERBESTERIE 17 565
ENHBRERNEENE
(RBT5E 3b)
RZZEZTNE—-A—H (F3]) -
ZETME+=—A=1+—H (&)
k=ZZZRE+-A=+—H

HERBH
RZFEEF—A—H
ZREL5
EREBEEAE 17 5E

BNHBERNEETA
(&M=t 3b)
R-FTME-F—R (E7))

REEZEHB BREET)

EREESTERE 17 R
ENHEERNHERE
( RBfT3E 3b)

REZRE (F5)
R-ZENF+_A=+—H

(B3) R—ZZRF—H—H
REFRE
R-ZZEZAF+-_A=+—H
SREFE

R-FFRFT-A=+-A

R-_FFNFE+_A=1t—H
(E51)

BT FS ¥R M ot

BE_FFRF+_HA=1+—HIFE

18. Y5 KR HAMEE B E

Furniture,
fixtures and
Buildings  equipment Total
& KB
BF S wm
HK$'000 HK$'000 HK$'000
TERT THERT TER
(restated) (restated)
(2751) (Z31)
1,840 1,121 2,961
(958) = (958)
882 1,121 2,003
1,303 1,036 2,339
(678) = (678)
625 1,036 1,661
38 37 75
(20) - (20)
18 37 55
643 1,073 1,716
18 29 47
661 1,102 1,763
221 19 240
239 48 287
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Notes to the Financial Statements 7 TR R B 5
For the year ended 31st December, 2005 BE_TTERAF+_A=+—HIFE

18. PROPERTY AND OTHER FIXED ASSETS (cont'd) 18. MERHMETEE (B)

The above items of property and other fixed assets are depreciated on a straight- i R EEEEEB AEAER T HIF G

line basis at the following rates per annum: EHE:
Type Basis B ¥
Buildings Over the shorter of the unexpired period of g5 T B ERERERR 1
the land lease and 20 years F (ABREERE)
Furniture, fixtures and equipment ~ 10% i HEREBE 10%
Furniture,
fixtures and
equipment
B B
R#EE
HK$'000
FTER
THE COMPANY N |
COST RAE
At Tst January, 2004, 3 1st December, 2004 and RZZEZNF—H—AH
31st December, 2005 —EENF+_A=+—8k
—EERF+=A=+—H 1,117
DEPRECIATION e
At 1st January, 2004 R-ZETNFE—H—H 1,036
Provided for the year RERRE 36
At 31st December, 2004 and 1st January, 2005 RZZEZENF+_A=+—8xXK
—ZEERF—H—H 1,072
Provided for the year RNEFERE 29
At 31st December, 2005 R_ZFFAF+_HA=1t—8 1,101
NET BOOK VALUE RREFE
At 31st December, 2005 RZZETERF+=ZA=+—H 16
At 31st December, 2004 RZZEZENF+=—RA=+—H 45
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

19. PROPERTIES HELD FOR DEVELOPMENT

THE GROUP

COST
At 1st January, 2004
As originally stated
Reclassified to prepaid lease payments upon application
of HKAS 17 (See Note 3b)

At 1st January, 2004 (restated)
Addition

At 31st December, 2004 (restated) and 1st January, 2005

Addition
At 31st December, 2005

IMPAIRMENT
At 1st January, 2004
As originally stated
Reclassified to prepaid lease payments upon application
of HKAS 17 (See Note 3b)

At 31st December, 2004 (restated)
and 31st December, 2005

NET BOOK VALUE
At 31st December, 2005

At 31st December, 2004 (restated)

The Group's properties held for development are situated in Hong Kong and

held under medium-term lease.

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

REH

RAE

RZZEZNFE—H—H

BREZ

FERE A ERE 17REESN
PBEBNHEERE (K 3b)

R_ZTZWE—F—H (&)

NE

R-ZEZENME+—F=+—08 (&%)
r—_ZZTRF—H—H

NE

R-ZEZERAF+-_A=+—H

AE

R_ZEZENF—A—H

BREZT

FERB A ERE 17 REEN
PBEBNHEERE (FHE3b)

RZZZENF+=_RA=+—08 (F3]) &

“EERFT=A=+-A

BRTEEE
R-ZEERF+=-_A=+—H

RZZENF+=_RA=+—8 (F7)

o
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19. HEEREM =

HK$'000
THExT
(restated)
(&31)

12,000

(12,000)

750

750
23,151

23,901

2,500

(2,500)

23,901

750

AEBERHEERMEMNEE - WARRABLOR
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

20. PROPERTY INTERESTS HELD FOR
DEVELOPMENT

THE GROUP

CoST
At 1st January, 2004
Exchange difference
At 31st December, 2004 and 1st January, 2005
(as originally stated)
Reclassified to investment properties upon application of
HKAS 40 (See Note 3b)

At 1st January, 2005 (restated) and 31st December, 2005

IMPAIRMENT
At 31st December, 2004 and 2005 (Note)

NET BOOK VALUE
At 31st December, 2005

At 31st December, 2004

BB R MY ot
BE-FTRs+_A=+—AIEE

Yy

20. FERR <X ER

HK$'000
FBT
AEE
BAE
N_EZENF—HF—H 197,551
PE N 28 330
R-ZZNFE+_A=+—HK
—EERF—A—H (KRER5) 197,881
JERBBEFT RIS 40 KFEH
PEEREMHE (R 3Db) (14,500)
R-_ZEZTRF—HA—A8 (&%) &
—EERF+=-_A=+—H 183,381
WA
R_ZETNFR_ZFTZTRHF
+=ZA=+—8 (k) (183,381)
REFEE
R-ZEERF+-_A=+—H =
R=ZZEENF+=-_A=+—H 14,500

The Group's property interests held for development at 31st December, 2004 REER—ZZNF+—A=+—BRHEERZ
were situated in Hong Kong and held under medium-term lease. MERBAIANES - WARBHBALREES -
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

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

Note:

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

The Group considered that it was not the suitable time to proceed with the land requisition
and determined to request an extension of time. SPV therefore delivered a letter dated
19th April, 2004 to the Chenghai Bureau to request an extension of the Deadline but the
Chenghai Bureau refused to accept the letter and advised that such request should be
diverted to Shantou City Longhu District Planning and State-owned Land Resources Bureau
(the “Longhu Bureau”) and their supervisory bureau, Shantou City Planning and State-
owned Land Resources Bureau (the “Shantou Bureau”), since the authority and
administrative power over the Land had already been transferred to the Longhu Bureau by
that time. SPV then delivered letters of the same request to the Longhu Bureau and the
Shantou Bureau. Both bureaus however insisted that they would not consider the request
either and advised SPV to go back to the Chenghai Bureau for resolving the matter. Given
the insistence of the three bureaus in refusing SPV's request of extension, SPV sought

advices and assistance from Shantou Governmental authorities, but to no avail.

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

Contract and requested the Chenghai Bureau to refund the Amount Claimed.

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

4

20. Rl R 2 MEHED (B)

BT

REEFEB—2EMBRA ([SPV]) WEEEEBIEE
(B2REE]) BAEWERRER - ZMBEBEHS
466,662 F 5K (5,023,150 F 5 R) ([ L))

MARFREARLRME ([HE]) ERENETERRE
RN c RE—AAZFENARBTZZEE+
tEREENAR ([ZAER1) - SPVEILET RS
EREERLTERE ([BEER]) REREEET
ZIHETERA LA - AEEHRBEREA ZIK
HE ([WREE]) 4% 183,400,000 8T (FRAR
# 195,100,000 7t) ° FEIRMEER © 49 49,800,000 &
7T (%R AR¥ 53,0000007T) 2HXBEENTEEE
B ([BEN£8E]) - AEESERERIBMEAFRILE
B izttt a0 L FARES - SPVZAX {5 23,400,000
Bt (SRARE 24,900,000 7T) Z2&EMNR ([RE
) - BB FENRERAS S —AN=F AKX
B &ESPVZER NELCHZ_TZTNFL A+
NB (TZRBRE]) - KEEREZAR - BB SPVEE
B P sk BB ARAE « ()7 &BR BB M S A AT T =
Hh B R AR BB T B AR 5 (DR AT RZRE
(iR IEZARRESREBR NS FEEF L) 46,200,000
B (ZRARY 49,100,0007T) ([RE®E])

AEERABRBILIEEE R RETEL - WREHHF
JERMPEH - SPV RN —TEINE A+ N B [REE
EREHRMN  BRERZEH - BEEERERE
S o WS B R AL EA T BE ) R AR B S
BRB ([ERHAER]) RE EREBINET RS EE
TERR (DUEER)) #E  ARERIHERER
THRRCHEBERNER o SPVEED ARENE
BREEE BiRHBRER - AT - MERHTES
BZENR - WEE SPVEIREBE RS RAR - M
= RERIER A SPV ZFIEHESK - SPV B [AIIBEBUR AR FT
SHREZRWME - BRBEX -

R_FZENFELAY - ZHREED - XEEEIOE
RIAEE R EBINR T IBEOE - BETE R %R
LR RGBS ETISZH LA - REBRE R
ETHM > WRIEZARRERESERRERES
e

STTHEER ERERERAA
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

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

Note: (cont'd)

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

three alternatives for SPV's consideration:

1. SPV proceeds to apply for land requisition of the Land and settle the Final Payment

pursuant to the Contract despite of the Deadline; or

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

Contract, refunds the Amount Paid without interest after the Land is successfully

sold to third parties by the Chenghai Bureau.

Based on the opinion from a legal firm in the PRC, which has taken into consideration the
recent PRC policy for the granting of land issued by the Ministry of Land Resources, the
Group was in doubt as to whether the Chenghai Bureau could effect any of the above
alternatives. Further, if SPV accepted any alternative as suggested, then SPV would be

deemed to have waived its right in the Amount Claimed.

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

Claimed.

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

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

adjudicated by the end of June 2006.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

21. PREPAID LEASE PAYMENTS

THE GROUP

COST
At 1st January, 2004
As originally stated
Reclassified from property and other fixed assets*
(See Note 3b)
Reclassified from properties held for development*
(See Note 3b)

At 1st January, 2004 (restated), 31st December, 2004
and 31st December, 2005
DEPRECIATION AND AMORTISATION
At 1st January, 2004
As originally stated
Reclassified from property and other fixed assets*
(See Note 3b)
Reclassified from properties held for development*
(See Note 3b)
Provided for the prior year* (See Note 3c)
At 1st January, 2004 (restated)
Reclassified from property and other fixed assets*
(See Note 3b)
Provided for the year* (See Note 3a)

At 31st December, 2004 (restated) and 1st January, 2005

Provided for the year
At 31st December, 2005

NET BOOK VALUE
At 31st December, 2005

At 31st December, 2004 (restated)

*  Effect of the application of the HKAS 17.
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21. BN ERIA

KEH

RAE
R-ZZEZNFE—H—H
RREZ
MMEREMETEEEH DL *
(R M5E 3b)
RFEERMESHOE*
(R M 3b)
R-ZEWE—F—H (&%)

e RN
R-ZZEZNF—H—H
RREZ
MMEREMETEESHHE*
(R MI5E 3b)
MR ERRMEET L
(R MI5E 3b)
BEFERE* (R 30)
R=ZZZEWFE—F—H (£%))
MMEREMEETEESHOLHE*
(R 3b)
REEREE* (R 3a)
RZZZENF+=_A=+—8 (&%)
—ETHFE—H—H
NEE R
RZEERFE+=_A=+—8H

R 8
R-ZEZERAF+-_A=+—H

R-ZZWE+-A=+—0H (&)

* EAEREAENFE 1ITRBIEE

SEEREFH ERBEERAA

P53

S

- BT F
+—A=+—HE=_ZEFERF+-_A=+—AH

HK$"000
TER

958

12,000

12,958

678

2,500
14

3,192

20
13

3,225
33

3,258

9,700

9,733
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

21. PREPAID LEASE PAYMENTS (cont'd)

BT F5 ¥Rk M ot
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il

21. FaffHEERE ()

/

2005 2004
HK$"000 HK$'000
FTEx TAT

The Group's non-current prepaid lease payments NEE EXFRIERE AR

shown above comprise: HEREBLRE :
Leasehold land in Hong Kong: MNEBZEE T

Long lease A

Medium-term lease HHRAR A

22. INTERESTS IN SUBSIDIARIES/ADVANCES TO
SUBSIDIARIES

THE COMPANY ¥ NN

Unlisted shares, at cost JE LT - KAE

Capital contribution FE

Less: impairment loss recognised W BEERZREERE

Advances to subsidiaries, net of allowances BB AR FIE (0

As at 1st January, 2005, the Company capitalised the loan advanced to Jumbo
Legend Limited, a wholly-owned subsidiary of the Company through subscription

of 1 new share at par value of US$1 each.

Capital contribution represents imputed interest on interest-free advances to

subsidiaries.
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(restated)

(&75))

9,460 9,473

240 260

9,700 9,733

22. BB ARz KB

INEIF /L]

2005 2004

HK$'000 HK$'000

F# T FHET

192,070 10,391

3,632 =
(10,391) (10,391)

185,311 =

A 207,736 401,104

N=BRRE—A—H - AATEBEE— KT
B1ETZ2HR - BEATFEART -2 ENREB
A7) Jumbo Legend Limited 2 BB TR E A -

TEEBNKBARREFEMTZEENE



Notes to the Financial Statements B 7% TR B 5

For the year ended 3 1st December, 2005 BE_ZEERF+_H=+—HIFE
22. INTERESTS IN SUBSIDIARIES/ADVANCES TO 22. /B %/A TT%E BB B
SUBSIDIARIES (cont'd) ANRIFKIE (8)

The advances to subsidiaries, net of allowances are unsecured. Included in the ANMBRARIIE (MNRER) BEER - R
balance as at 3 1st December, 2005, the amount of HK$153,358,000 is interest- EZERE+_A=1+—Hz&EY  BE—F4
bearing. In the opinion of the directors, the company will not demand repayment 2/ 153,358,000 BT 25T BFIA - EERA » 1
within one year from the balance sheet date and are therefore considered as AT EERNEE AR —FRER - BtEiR
non-current. The directors of the Company estimate the advances by discounting RIEME) o RARIEFRERTIHE R RS
their future cash flow at the prevailing market borrowing rate. The directors of iﬂ;”Zﬂi%fﬁ,%/ﬁiﬁﬁ%*ﬁyX o RAREER
the Company consider that the carrying amount of advances to subsidiaries 7 BASPTE QRIS 2 AR © #R B A T E AR

approximates to their fair values. B °

Particulars of the Group's principal subsidiaries at 31st December, 2005 are set AREXZHBARN _FTERAF+_A=1—

out in Note 37. B2 FBE R 37 o
23. INTERESTS IN ASSOCIATES/ADVANCES TO 23. B AR BT S
ASSOCIATES NCIP/ S
THE GROUP THE COMPANY
RE ¥ NN
2005 2004 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000
FHExT FHET FHEx T T
(restated)
(&%)
(@) [INTERESTS IN ASSOCIATES (a) B=EAT#ER
Cost of investments in associates /NS B S = BN
— Unlisted in Hong Kong —BBIELT 103,252 103,252 - -
Share of post-acquisition profits, net T fi Y B 18 s ) -
of dividends received (Note i) MR E MRS
(BfF&E i) 143,093 57,003 - =
246,345 160,255 - —
(b) ADVANCES TO ASSOCIATES (b) B/FEEZEAQT
HIE
Interest-bearing advances to BTEEE DA
associates (Note ii) T ERIE
CBRF&E i) 96,028 109,212 9,500 9,500
Interest-free advances to associates, RN NG
net of allowances (Note iii) R BFIE (kR
) (Ktsxii) 28,728 26,895 - =
124,756 136,107 9,500 9,500

TEERFFHR BEHEBEEBRRAR 93
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

23.

Notes:

0)

(i)

(iif)

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

The investment properties of the associates were revalued at 31st December, 2005
on the basis of a valuation carried out on that date by Norton Appraisals Limited,
independent qualified professional surveyors not connected with the Group. Norton
Appraisals Limited has appropriate qualifications and recent experience in the
valuation of similar properties in the relevant locations. The valuation, which
conformed to The Hong Kong Institute of Surveyors Valuation Standards on
Properties (1st Edition) published by the Hong Kong Institute of Surveyors was
based on open market value basis. The Group recognised an interest in the fair
value gain on the investment properties of the associates of HK$92.5 million (net
of deferred tax impact of HK$19.6 million) as at 31st December, 2005. Details are

set out in Note 10.

Except for an amount of HK$9,500,000 (2004: HK$9,500,000) which bears
interest at 6.75% (2004: 6.75%), the remaining balances of Interest-bearing
advance to associates bear interest at Prime minus 2.75%. The advances are
unsecured and the Group will not demand repayment within one year from the
balance sheet date and are therefore considered as non-current. The directors of
the Company consider that the carrying amount of advances to associates

approximate to their fair values.

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

amount of interest-free advances approximate to their fair values.

Particulars of the Group's principal associates at 31st December, 2005 are set
out in Note 38.
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Notes to the Financial Statements

For the year ended 3 1st December, 2005

23. INTERESTS IN ASSOCIATES/ADVANCES TO

ASSOCIATES (cont'd)

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

out below:

Total assets

Total liabilities

Net assets

Group's share of net assets of associates
Revenue

Profit for the year

Group's share of results of associates for the year
(See Note 10)

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

25, WED D I
(

il

g)

AEBEHERRZHEERBAINT:

2004
HK$'000
(restated)
FHET
(&%)

887,598
(515,747)

371,851

160,255

28,388

17,568

2005
HK$'000
FBT
BEE 1,160,507
RSN (514,533)
BEFE 645,974
AEEEHERREEFE 246,345
EES PN 36,681
ANF i 274,106
AEEFMLAFERERR 2 EE
(RHIEE 10) 100,977

6,014

TEERFFHR BHEBEFREAT 9




Notes to the Financial Statements
For the year ended 3 1st December, 2005

24. OTHER FINANCIAL ASSETS
(a) DEBTORS, DEPOSITS AND PREPAYMENTS
THE GROUP AND THE COMPANY

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

Group's and Company's debtors approximates to their fair values.
THE GROUP

Included in debtors, deposits and prepayments are trade debtors of
HK$68,000 (2004: HK$62,000) comprising mainly rental receivables
which are billed in advance and settlements are expected upon receipts

of billings. The following is an aged analysis of trade debtors at the balance

sheet date:

Within 30 days =+HR

31 - 60 days =+—HBZEA~+H
Over 60 days ANTBERE

(b) BANK BALANCES AND CASH

The Group's and the Company's deposits carry interest rate at prevailing
bank savings deposits rate and mature within 3 months. The directors of
the Company consider that the carrying amount of the Group's and the

Company's bank balances and cash approximates to their fair values.
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

25. CREDITORS AND ACCRUALS
THE GROUP AND THE COMPANY

There were no trade payables included in creditors and accruals as at 31st
December, 2005 and 2004.

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

and the Company's creditors and accruals approximates to their fair values.

26. PROVISION FOR A LITIGATION CLAIM
THE GROUP AND THE COMPANY

A finance company (in liquidation) (the “finance company”) served a writ and
claimed against the Company for an amount of approximately HK$8.4 million.
The claim related to a margin loan granted to the Company for the dealing of
securities between the years of October 1996 and January 1998. The Company
filed a Defence and Counterclaim in December 2004 and the finance company
also filed their Reply and Defence to Counterclaim in January, 2005. The Group
made a provision of approximately HK$8.4 million in 2004 for the claim. In
January 2006, upon seeking legal advice including London QC opinion, the
Company paid the finance company a sum of HK$8.3 million for full and final
settlement of all claims of the finance company. The settlement was made from
the Company's internal resources without any adverse impact on its working
capital position. Consent Summons was filed and an order from the High Court
dated 20th January 2006 was sealed to record the discontinuance of the legal

proceedings.

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

and the Company's provision for litigation claim approximates to their fair values.

27. LOANS FROM MINORITY SHAREHOLDERS OF
SUBSIDIARIES

THE GROUP

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

shareholders of subsidiaries approximates to their fair values.
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25. RN ERIE N ERTE A
AEERAAT

R-ZEZERFR_FTENF+_A=+—0 &
MEREREAERLEBFERMNE SR

ARBPEERR/EAEBRARA ZENREKE
AAERZEESREERAFEBES

26. RIEFAREME
AEBREAT

—EERR 2B AR ([MBAAR]) RAAR
R MR MARF B —E4 8,400,000 #IT
ZEF c R BBNeBEIEAR—ANAFTAZE
—NANNFE— AR EEEFR T AR ZH
BERZHAR - ARRIERZTTNF+= AR
RMBHERRER - MEPHERARNER=ZEE
FFE-ARRERHERRBRZIGE - A5H
ER =T PME g R RMEH A 8,400,000 T2
BB - ARBIRECKERER (BERZEAR
BEARER) % RZZEAF—ARMBA
AT RE - MK FED 8,300,000 T2
EEMHZLIERE - BEKBEREARRZABE
R AT EEHESEESRABREETE -
AAFREERABHNREER BEREERITE
R-ZBEXNE—A-+HBESUESEHRIEZ
SERRERA ©

ARRIERRR  AEERARARREFLER
ZEESBEENFERE o

27. B AR D EBERE R

REH
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For the year ended 3 1st December, 2005

28. ADVANCE FROM AN ASSOCIATE 28. Bt & N AR

BE_ZEERF_HA=1+—HIFE

The amount is unsecured, non-Interest-bearing. The directors of the Company ZERBREERRRE - XABIEERAE -+ B

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

B —FREKX

B Bt

the balance sheet date and is therefore shown in the balance sheet as non- REEABRIAERE - KARREERALE
current. The directors of the Company consider that the carrying amount of the EREMBARBR RESREEATERS

Group's advance from an associate approximates to their fair values.

29. DEFERRED TAXATION LIABILITIES 20. RIEFIBEE

=

The following are the major deferred taxation (liabilities) and assets recognised AT AREBRAE KRBT RGAEERCEE
by the Group and movements thereon during the current and prior reporting RIETIE (AfE) HEERAEZS :

periods:
Revaluation Accelerated
of investment tax Tax
properties depreciation losses Total
REY R B
ER e HEE A&t
HK$'000 HK$'000 HK$'000 HK$°000
THET TR FET THET
At 1st January, 2004 R-_ZZTNE—- AR (1,906) 39 1,766 (101)
Credit (charge) to the income BA (18) mEEKmaEK

statement for the year (RKIFE13)

(See Note 13) = 97 (829) (732)
Charge to investment property AAFEREYE

revaluation reserve for the year ~ E(hEEI K (606) - - (606)
Released on disposal of 1R & Y R R IR

investment properties 1,013 - - 1,013
At 31st December, 2004 RZZEZEWHFE+_HA=+—H (1,499) 136 937 (426)
Application of HKAS 40 FE PR & B BA 15 5 ZE RIS 40 5%

(See Note 3b) (R M 3b) (193) — - (193)
At st January, 2005 R-ZETRE—-A—Q (1,692) 136 937 (619)
Credit (charge) to the income BA (18) AFE

statement for the year a5k

(See Note 13) (R 13) 193 (112) (472) (391)
At 31st December, 2005 RZZEZERF+_HA=+—H (1,499) 24 465 (1,010)
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

29. DEFERRED TAXATION LIABILITIES (cont'd)

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

taxation balances for financial reporting purposes:

Deferred taxation assets EEFRIBEE
Deferred taxation liabilities FEERIBEE

At the balance sheet date, the Group has unused tax losses of approximately
HK$209,817,000 (2004: HK$217,270,000) available for offset against future
profits. A deferred taxation asset has been recognised in respect of
HK$2,654,000 (2004: HK$5,353,000) of such losses. No deferred taxation
asset has been recognised in respect of the remaining taxation losses of
approximately HK$207,163,000 (2004: HK$211,917,000) due to the
unpredictability of future profit streams. The unrecognised tax losses may be

carried forward indefinitely.

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF
20. REMIBEE (8)

HREERBERZZNHTAME @ ETEEREE
EREBBRKESE - FUBEHRBREZRELER
BEBROMTMT:

2005 2004
HK$'000 HK$'000
TR TET

489 1,073
(1,499) (1,499)
(1,010) (426)

REZEB  ANEBEREAZHBEEBEED
209,817,000 %7t (ZZZ M4 : 217,270,000
) AREREARER - ERZEBEESR
#7 2,654,000 %7t (ZZEZPU4F : 5,353,000 %
TL) FERRIRIERIIEE EE o BB EE DATE BIR 24 F)
Z5 - BB E 2 HEEERL 207,163,000 %
7T (ZZZTPU4F 211,917,000 870) FERIEL
MIBEE - RERZHBEBA LS KALHE -
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For the year ended 31st December, 2005 BE_TTERAF+_A=+—HIFE
30. SHARE CAPITAL 30. P&
Number Share
of shares capital
RBEE [N
HK$°000
FExT
Ordinary shares of HK$0.01 each FREE0.01 Bz L@k
Authorised: VETE ¢
At 31st December, 2004 and 2005 RZZEZNFER=_TTRF
+=-—HA=+—H 50,000,000,000 500,000
Issued and fully paid: EETRAR
At 31st December, 2004 and R-_ZEZENF+_-_A=+—H
Tst January, 2005 E—_ZEZRFE—HF—H 282,305,987 2,823
Allotted on share placing P B A7 B &5 BF AiC 2% 56,460,000 565
At 31st December, 2005 RZZETERF+=ZA=+—H 338,765,987 3,388

On 2nd February, 2005, 56,460,000 shares of the Company were issued and RZZTRAF-_A=H  AARREBEEEEENR

allotted to independent investors pursuant to a placing agreement entered into KRZZETAF— A= +WA 2 EBEEHE -
between the Company and its placing agent on 24th January, 2005. ANA R MBI & 2 81T M AL % 56,460,000 %
Bfp o
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31. RESERVES

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

3. B

Special
Contribution capital Accumulated
from Share reserve profits
shareholders premium 1&11 (losses) Total
5 Bl B A it
BRREE BROEE REIRND R (FR) et
HK$'000 HK$'000 HK$"000 HK$'000 HK$"000
TERT TER TERT THET TERT
(Note)
i3,
THE COMPANY EAH
At Tst January, 2004 R-ZZWE—F—H 117,054 442,917 54,720 5,349 620,040
Loss for the year AEFER - - - (108,553) (108,553)
At 31st December 2004and R ZZEEME+-A=1+—H
st January, 2005 R-EERF-A—H 117,054 442,917 54720 (103,204) 511,487
Amount received from PR 17 e & P15 3008
share placing - 53,072 - - 53,072
Issue cost on share placing RN BLE 2 BT A - (829) - - (829)
Transfer upon issue of shares  RERHELE BTG E
for share placing (Note) a2 (i) - - (54,720) 54,720 =
Profit for the year AEERF - - = 21,517 21517
At 315t December, 2005 RZFFRFEFZA=+—H 117054 495,160 = (26,967) 585,247
Note: ML -

As part of the capital reorganisation, an order on petition dated 7th October, 2003 (the
“Order") was issued by the High Court of Hong Kong Special Administrative Region of the
People’s Republic of China in connection with the reduction of the capital of the Company
for an amount of HK$296,536,000. Pursuant to the Order, the Company applied
HK$245,025,000 of the above amount to eliminate its accumulated losses as at 31st
December, 2002 while the remaining balance of HK$51,511,000 was included in a

“Special Capital Reserve I" account.

The Company also undertook that any future recoveries of the advances to Super Series
Limited, a former wholly-owned subsidiary of Company, which was disposed of under the
Asset Transaction, beyond their written down value had to be credited to “Special Capital
Reserve II". Accordingly, the gain on disposal of Super Series amounting to HK$3,209,000

was included in this reserve.

ERIRAREH—ZD - FEARIMEEERHIFTE
ESSERR 2T =F1 At BRERARARAE
296,536,000 Btz 2fFEHwm L ([M<]) < BiEH
Q- ADEER T Lt FEF 245,025,000 7 TT i 8
ER—_ZE &+ _A=+—HBZ2R2E#E %T
51,511,000 B LA [HFRIRARE ] BRE -

RARFEEH - BEEHRERN FEARRBRESR
ER S HEZRZ2E N A A Super Series Limited 2 5%
HREEEHMRZBE  BIZH 2 BOHEBEA [5
PRAGE®E ] o B - HE Super Series A28 3,209,000
Bz BmEBAZERE -

SEEREFH ERBEERAA
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31. RESERVES (cont'd)

Note: (cont'd)

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

2003, the effective date (the “effective date”) for capital reduction.

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

reduced and transferred to the accumulated profits (losses) of the Company.

In the opinion of the directors of the Company, the Company had no reserves available for

distribution as at 31st December, 2005 and 2004.
32. MAJOR NON-CASH TRANSACTIONS

During the year, the Group has the followings major non-cash transactions:

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

were written off;

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

included in creditors and accruals ; and
(i) the Group has received dividend income of approximately

HK$14,000,000 from an associate by way of set off against the advance

from the associate.
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BB R MY ot
BE-FTRs+_A=+—AIEE

31. i (58)
Bz : (&)

WMELNMEAERE  BEG LA ARAAR=ZZEE
=FE+ANE (MEDRRAZEMBE ([E£#%H
1)) 12 B UERIE AR AN 2 X (8 3§ AT 2 TR 5 A
BREARAZNBROFRE - MAFERAFEMZ £
RS AR AR DV (B R 2 AT LA AU BRI AR A 5 | I
Il Z S8R o

HERBHRE_TTAF+_A=1+—HILFE -
RN E AT RER B AR AR A8 N6 B B AT AR A R AR 19
BB BEFAmSHTENETREZRGRIE SR
BmER RIS I R IKER - B BEBEEER
R BERIREE | & 1 94858 54,720,000 A 7T AT 2 EH1RE
I #§ 2 BRE AN 2 RataFl (FE) -

BARNTNEEZER  ARAR-ZEAFR-FT
P4+ = B =+ — B R A 4 IR 2 B -

32. TEIFRERFH
FR - AEEZETTIIEEERERS:

() AEERETHEBARBFZEEZE I
Bk e 8% R E X 39,228,000 74
G

(i) AEBEEERBEERIWEZRRL
23,151,000 %7t © HAR B ARRMRER
FEETE 4 5,097,000 B TR - BT R F
+t-A=+t—BHEAI &

(i) ZANEEEE B B & D B 2 5K M A B
2N AR B A 49 14,000,000 7 TT °



Notes to the Financial Statements
For the year ended 3 1st December, 2005

33. OPERATING LEASE COMMITMENTS

THE GROUP AS LESSEE

Minimum lease payments under operating leases

in respect of office premises during the year

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

cancellable operating leases, which fall due as follows:

RAFEERBREDE
ZEFHNRERS

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

33. ‘& E A ETE

AEEEREEA
2005 2004
HK$"000 HK$'000
FTER TAET
58 63

REER  ARBE T EUHE R 2 REEA
ERTHI MR R

2005 2004

HK$'000 HK$'000

FTER FAET

Within one year —FR 10 58
In the second to fifth year inclusive E_ZF0LF (BEBEMF) - 10
10 68

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

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

THE GROUP AS LESSOR

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

following future minimum lease payments:

EEBAOEEATEBEREE TRHAEYEREN
ZHE HOBMFEER X -

FEBERHBEA

REER  AREER TR RKERSEBS
FIAD

2005 2004

HK$'000 HK$'000

FTER FAET

Within one year —FR 629 1,291
In the second to fifth year inclusive E_ZFLF (BEBEMF) 210 839
839 2,130

The investment properties of the Group are expected to generate annual rental
yields of 5% to 12% on an ongoing basis. All of the properties held have

committed tenants not exceeding approximately three years.

WMETFEH BB FIHEEL 5% E 120 WEEE
HE - FEZYWERHYEEBELRIZNBIBY 3 F
ZHH -

TEERFFHR BEHEBEAREAT 103
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

34. COMMITMENTS

THE GROUP EEH

Commitments in respect of development expenditure &£ 7] 4918 & 7 74 B 7 ¥R 2=
of properties held for development contracted for BiE BERERR
but not provided in the financial statements LE L

THE COMPANY

The Company did not have any significant capital commitments at 31st
December, 2005 and 2004.

35. RETIREMENT BENEFIT SCHEMES

The Group operates two retirement benefit schemes:

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

Scheme"); and

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

Scheme").

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

trustees accordingly.

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

to offset the existing level of contributions.
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BE_FFRF+_HA="1+—HIFE

34, HEYE
2005 2004

HK$"000 HK$'000
FTERx TET

- 506

NN

R_EFAFR_FFOF+_HA=1+—HB &
RELEEMERE AL -

BRARE R ETE
AEERE WER KBRS,

() BBZEDIE 485 Egia® %H'%WT;QIE
ZBRREEE ([BESFE]):

(i) FBREDIE 426 ERFE RN ENERPI TR
EZRAKEEE ([WEE]) -

sRiEE Et 8 R B AT 8l S E KGR - XM
FECEEBNYBEE ZEAAEE

BIESETEIT A 18 £ 64 I ERBBRD
60RZASEREEZM - ASEREBEEZE
BN SEH 5% 25K - BERME - BAAR
EBRA® A 20,000 7T ° KE@EBA$EEZH&
BEH - BT EUE 1000 A& E e

FTEIRR - HEREES - BRI HM%K”ELWE
it 65 %7 A BEN o AEE A B AR ST E
T2 BB - IRHIR A 2 HFOKF o



Notes to the Financial Statements
For the year ended 3 1st December, 2005

35. RETIREMENT BENEFIT SCHEMES (cont'd)

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

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

The Group's cost for the MPF Scheme charged to consolidated income statement
for the Year amounted to HK$55,000 (2004: HK$41,000).

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

up Scheme.

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

35. RIRERET S (&)

i 2 58I A AR S £ 818 20,000 BT K 5K
FEBBRAF 2 EESN - AEBNIREEE Z
EXRFCRERBE - fEL 5% + 7.5% sk
10% 2 f RETEIME R - WHEARKBIRE®RIE
SFTEIVEL 258 Hl MR o 8 B RHM 10 Fk
PA_E Sk BER R G R B A HR1S 1000% 28 & [ i RE
FfEETEIHR - MAIRBFEBRRIFATE10FZ
1 B Bl AT &35 tE 5 BR1S 3000 Z= 9000 A& Bt
oo R EIRTAERB B AR R UK (A
REBEBERIAIEF 2 E KRR HE BT &2
BEMEL 2 H3) FANEHEAEERE 2 HR
K o

REBREARBESTEIN G A WSR2
&M A& 5500087 (ZEFMME: 41,0008

JT) °

REEMEFEAN - AREHEREXERHE
FHE - MASES TR 8 R EER -

SEEREFH ERBEERAA
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Notes to the Financial Statements 7 TR R B 5

For the year ended 31st December, 2005 BE_ZEERF+_H=+—HIFE

36. RELATED PARTY TRANSACTIONS AND 36. FE AN TR H KR
BALANCES

(a) TRANSACTIONS @ x5

During the year, the Group had the following transaction with it's related parties: FA - AREEDEREALTHET IR S:

2005 2004
HK$000 HK$'000
TER TET

Rental paid to a fellow subsidiary (Note i) XHFRZMBARZES (M) 58 63
Interest income on advances to associates (Note ii) ~ #\fFB & A B ZE 2 F) B U A (I =E i) 3,557 3,295
Imputed interest income relating to interest-free BNBE R R R ERIEZ BEFSHA
advance to an associate 906 =
4,521 3,358
Notes: BT
(i) By a sub-lease agreement dated 29th March, 2004 entered into between the () BERRARREABEZZEMBRAREAERE
Company and Chinese Estates, Limited (“CEL"), a wholly-owned subsidiary of BRAA (f¥§ ) RZZZEMFE=RA=+N
Chinese Estates, CEL agreed to sub-lease to the Company the office premises at HETSZZ 5= - EERARADBLNEE
Room 103, 1st Floor, MassMutual Tower, 38 Gloucester Road, Wanchai, Hong Kong B ETITEISRERNEBAE 12103 F2
for two years commencing from 1st March, 2004 to 28th February, 2006 at a BrEYE PR _TTNF=A—HEE=
monthly rental of HK$4,837. ZERF_A-—F+/\BILME - BHA 4837 %
7T

ZREN TR SR EH R RIEE R IR

nw

This related party transaction also constituted continuing connected transaction

de-minimise transaction, as defined in the Listing Rules. BEATRGREEREHRERS ©
(i) Interest was charged on outstanding balance during the year. (i) FERBFANRMRERTE -
(b) BALANCE (b) #&R
Details of balances with related parties at the balance sheet date are set out in REE A ZBEA TR GERFBIN G EE
the consolidated balance sheet. BEX -
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

37. PARTICULARS OF PRINCIPAL SUBSIDIARIES

The Directors are of the opinion that a complete list of the particulars of all
subsidiaries would be of excessive length and therefore the following list

discloses only the particulars of those subsidiaries as at 31st December, 2005

which principally affect the results or assets of the Group.

Class of share
Place of /[registered
incorporation capital held
or operation P
Name of subsidiary A B 3L R/
WELR AR oA B B4 ER
Comford Tower Limited Republic of Ordinary
Liberia &R
FEL BT
Country Homes Limited Hong Kong Ordinary
BB Rl
Non-voting
deferred ordinary
EREE
Non-voting
deferred founder
ERRE
BRI AR
Country Honour Limited Hong Kong Ordinary
ERARRAA 0 Rl
Farnell Vienture Inc. British Virgin Ordinary
Islands EBik
REGEBRES
First Castle Limited British Virgin Ordinary
Islands/ Rl
Hong Kong
HBERARES/
EE

Fully paid
share capital/
registered
capital
BRBRE
R A

US$1
1%

HK$200
20078 7T
HK$164,400
164,400 /& 1T
HK$1,000
1,000 & T
HK$2

28T

US$1

17T

US$1
11X

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF
37. TERBRAIFIS

EEERATIL S HHEATENE S HIBER
TR o it TRARBER-_TTRAF+ A=
T BYAEE AR AR EELE I HE
AT ZE -

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company
A UNGIbES:
BRRAERRA Principal activity
HEZEAL TEEK
Directly Indirectly
EE i %
= 100% Investment holding
REZR
- 100% Property development
MEER
= 100% Property development
MEER
= 100% Investment holding
REEK
- 100% Property investment

MERE

“ETHEFH EHEXRARRAR 107
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Notes to the Financial Statements
For the year ended 3 1st December, 2005

37. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(cont'd)

Name of subsidiary
o) NG

Konshing Enterprises
Limited
BREEXERAF

Lucky Guide International
Limited
BHRER AR A A

Moregift Investments Limited

Sanewing Investments Limited

FRREBERAT

Union Spark Investment
Limited
KIRERR DA

View Success Investments
Limited
RFREABRAA

None of the subsidiaries had any loan capital subsisting at the end of the year

Class of share
Place of /[registered
incorporation capital held
or operation Fis
A A 32 37 it
AR E i B EARER
Hong Kong Ordinary
BB TR
Hong Kong Ordinary
BB TR
Hong Kong Ordinary
BB TR
Hong Kong Ordinary
EE BRIk
Hong Kong Ordinary
BB TR
Hong Kong Ordinary
BB TR

or at anytime during the year.
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Fully paid
share capital/
registered
capital
BRBRE,
iR A

HK$1,000
1,000 & 7T

HK$2
28T

HK$10,000

10,000 87T

HK$10,000
10,000 % 7T

HK$2

28T

HK$2
28T

BT F5 ¥Rk M ot

BE-FTRs+_A=+—AIEE

37. T BB RARFE (&)

Proportion of
nominal value

of paid-up capital/
registered capital

held by the Company
RDR i
BERRE/ERKRE
HEZBAD
Directly Indirectly
BHE i %
= 51%
= 51%
100% =
= 100%
= 100%
= 100%

Principal activity

TERH

Property development

MEER

Property investment

WERE

Property holding
ESSEC]

Property investment

MEERE

Investment holding
REEK

Property investment and
trading
NERERRE

BETANBEARNRFERHAFEERETMH

KEFEEMEER

N



Notes to the Financial Statements
For the year ended 3 1st December, 2005

38. PARTICULARS OF PRINCIPAL ASSOCIATES

Place of
incorporation
and operation

Name of associate & i B 32
e N T EB KRR B
Earn Elite Development Limited Hong Kong
BAERERAA S
Finedale Industries Limited Hong Kong
BHmEEFRAR HE
Healthy Point Limited Hong Kong
SBHFRAA S

BT FS ¥R M ot

BE_EERFf—A=1—HIFFEF

AY E 'M‘
38. TEBLE N

Percentage
of equity
attributable
to the Group
REBEG
REBDL

50%

331/3%

50%
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Principal activity
FEXEWK

Property investment

MERE

Property investment

MERE

Property investment

MERE
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Five Year Financial Summary

Summary of the results, assets and liabilities of the Group for the last five years

hERBRE

AEBBERFZXE  BAERAGERIINT :

is as follows:
For the year ended 31st December,
BE+-HA=1+—-HLEE
2005 2004 2003 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TAT TAT TAT TAT
(restated) (restated)
(E31) (E51)
RESULTS ES
Revenue =ESON 3,370 18,870 890 1,198 4,612
Profit (loss) before taxation HanaM (EE) 119,816 (168,416) (776) (15,624) (47,133)
Taxation 18 (398) (980) 558 - 503
Profit (loss) for the year g ET (ER) 119,418 (169,396) (218) (15,624) (46,630)
Attributable to: ToIRE -
Equity holders of the Company ARAIRAREEA 121,518 (169,396) (218) (15,624) (46,630)
Minority interests PERRER (2,100) = = = =
119,418 (169,396) (218) (15,624) (46,630)
At 31st December,
Wt+=—A=+—H
2005 2004 2003 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER TAET FTHT TAET FTAT
(restated)#  (restated)#
(&51) (&%)
ASSETS AND LIABILITIES EEREHE
Total assets BELE 683,862 515,969 630,828 147,591 206,037
Total liabilities BfEEE (17,713) (64,400) (61,076) (72,430)  (115252)
Total assets and liabilities EEEGELEE 666,149 451,569 569,752 75,161 90,785
Minority interests DERRE R 965 40,312 45,100 45,100 45,100
Net assets to equity ARAREEE A
holders of the Company EiEEEFE 667,114 491,881 614,852 120,261 135,885
Net asset value BREEFE
per share (HK$) () 1.97 1.60 2.02 1.26% 1.53*
Net assets per share to equity ARAIRAFEE A
holders of the Company (HK$) EEEREERE (Br) 1.97 1.74 2.18 2.02% 2.29*
Number of shares issued BEIRMHEE 338,765,987 282,305,987 282305987  59,426,106% 59,426,106*
# Figures for year 2004 and 2003 have been adjusted to reflect the changes in # —TENER-_ET=FIHFELRE - UR

accounting policies as described in Note 2 to the financial statements.

& Figures have been adjusted to reflect the effect of share consolidation in 2003.
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Schedule of Principal Properties

PROPERTIES IN HONG KONG
BEME

A. Investment properties

REM=E

Location

o 26

1. Unit B on 3rd Floor
No. 1 South Lane
Western District
Hong Kong
BEAARE
MEIRIEBE

2. Various Portions of
No. 1 Hung To Road
Kwun Tong
Kowloon, Hong Kong
(Comprising 403 workshop
units and 77 car parking spaces)
* excluding GFA of all car

parking spaces

EBNEEE

JEEE 15

AT

(BIE 403 ATHEMK
77 [E{FE L)

FERERBETREAAEEN

3. Tuen Mun Centre
Theatre Portion of
Ground Floor
1st to 3rd Floors
Flat Roof on 4th Floor
Portion of external walls
of theatre, Shops Nos. 14
and 16 on Ground Floor
Nos. 2-8 Wo Ping Path
Nos. 7-35 Yan Ching Street
Tuen Mun, New Territories
Hong Kong
P A L
BAFHAER
MFL2-8 5%
CB# 7-35 57T -
1 1= 3B AR 30D
41T G - HHETIMNE
T 1455 % 16 5% R &

Inland lot number
A th ER 4R 5%

Certain parts or

shares of and in Section A of
Sub-section 1 of Section C and
Sub-section 2 of Section C

of Inland Lot No. 1300

WHLER 130058 CER 1 B2
ABRCEB2B2ET
31D k{0 58

Certain parts or shares of and
in Kwun Tong Inland

Lot No. 415

BIREAMR 41552 ET
Bk R

Certain parts or shares of and in
Castle Peak Town Lot No. 57
SIITHE 57/ E T
Btk 5

TEYEME

Approx. gross

floor area
(square feet) Group's
mBE interest
HEREAH Usage £@
(FHR) A& Frih &=
528 Residential 51%
(saleable area) F=
(FTHEEHEE)
545,581+ Industrial 331/:%
T
24,633  Commercial 50%
[EES

SEEREFH ERBEERAA
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Schedule of Principal Properties
PROPERTIES IN HONG KONG (cont'd)
EEME (B)

A. Investment properties (cont’d)

BrEME ()

Location Inland lot number

b B A it B} 4R 5%

4. Gemstar Tower Certain parts or shares of
Unit C on 5th Floor and in Hung Hom Inland
Unit H on 6th Floor Lot No. 545
Unit C on 13th Floor AW A ER 545 5% 28 T
and the Roof together DSk (H R

with 50 Carpark Spaces
on 1stto 3rd Floors
No. 23 Man Lok Street
Hung Hom, Kowloon

Hong Kong
* excluding GFA of all car
parking spaces

gAHO
BB NLBEALE

R#H2I{S5ECE -
6EHE  13BCER
Rk 11EZ

31& 50 fAf=E M
HEREEB TN EERBEEAL
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TEYEMX

Approx. gross
floor area
(square feet)
BB
HENH
(FHR)

53,267*

Usage
AR

Godown

RI=2FSN

=

Group's
interest
%H
FrihREz=

100%



Schedule of Principal Properties

PROPERTIES IN HONG KONG (cont'd)
BaEME (B)

A.

Investment properties (cont’'d)

rEME (F)

Location

i 25

5. Inter-Continental Plaza
The whole of 3rd Floor
and the adjacent Flat Roof
and the whole of 8th Floor
No. 94 Granville Road
Tsim Sha Tsui, Kowloon
Hong Kong
BRIE AR O
BENERDE
IEEEE 945
32 ERME
BETEUksERE

6. Sim City of Chung Kiu
Commercial Building
Unit 301 on 3rd Floor
Nos. 47-51 Shantung Street
Mong Kok, Kowloon
Hong Kong
hERmERE
BB
BEENEEA
I ZR 4T 47-51 5%
3301 =

Inland lot number

A 3t BR 4 5%

Certain parts or
shares of and in
Kowloon Inland

Lot No. 10603

NBEAHER 106035k 25 F

B ER

Certain parts or shares of

Kowloon Inland
Lot No. 10253

BENMIER 102535k 2 & T

DR

TEYEME

Approx. gross
floor area
(square feet)
MEE
HEOE
(FHR)

24,080

453

—TERFAR ERERARAA

Usage
AR

Commercial

[EES

Commercial

[CES

Group's
interest
S
Frib =

50%

100%
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Schedule of Principal Properties

PROPERTIES IN HONG KONG (cont'd)

BEWE (8)

A. Investment properties (cont’d)

BrEME ()

Location

1 Bk

7. So Shi Tau
Clear Water Bay
New Territories
Hong Kong
BB R

BB HRLTR

8. Ma Yau Tong
Sai Kung
New Territories
Hong Kong
HEHR
mEShE

3 Land held for undetermined future use.
FEBRIKREERRABZ T4 -

Inland lot number

A it BR 4R 5%

Certain parts or

shares of and in Lot Nos. 2,
4,7, 8 and 9 in Demarcation
District 464, So Shi Tau
Clear Water Bay

New Territories, Hong Kong

BB B KRR

LEHM 464572 « 4 -

78RO ET
e pEa

The Remaining Portion of

Lot No. 453 in Demarcation
District 401, Po Lam Road

Ma Yau Tong, Sai Kung

New Territories

Hong Kong
BENAEETIE

E MR LE LD 401 SRR
453 SRERER
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Approx.

site area
(square feet)
ih 48
HEAH
(FHR)

370,912

24,675

Usage
AR

Agricultural *

LE

Agricultural *

BE¥

Group's
interest
%£H
iRz

100%

100%



TEYEME

Schedule of Principal Properties

PROPERTIES IN HONG KONG (cont'd)

BeWxE (&)

B. Property held for sale

FEHEDE
Approx. gross
floor area
(square feet) Group's
s interest
Location Inland lot number HENH Usage 3
i B A 1t ER 4R 5% (FFR) JizkeS Frih ez
1. Gemstar Tower Certain parts or shares of and in 44,737 Godown 100%
Units C and D on 7th Floor Hung Hom Inland Lot No. 545 =0~}
Units A to G on 16th Floor AR A HER 545 SR 2 B T
No. 23 Man Lok Street Btk fn 5E
Hung Hom, Kowloon
Hong Kong
BABL
BAE AL
R4 23 5%
7BCEDE
161 AZEGE
2. Meeco Industrial Building Certain parts or shares of and in 4,400 Industrial 100%
Canteen on Main Roof Sha Tin Town Lot No. 171 (saleable area) T

including the Flat Roof

on the Upper Roof
immediately thereabove

and the Remaining

Portion of the Flat Roof

on the Main Roof

Nos. 53-55 Au Pui Wan Street
Sha Tin, New Territories

Hong Kong

ERIXEANE

BB ALH

)& & 53-55 5t
FERAZRE
(BiEEEZEEXRATAR)
RFEFEXRBHBKRIHFAE

YWHTHER 17158 2& T
En kD5

(JHEER)

SEEREFH ERBEERAA
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Schedule of Principal Properties

PROPERTIES IN HONG KONG (cont'd)
BEEME (8)

C. Property held for development

TEYEMX

BERRYE
Approx.
site area
(square feet)
B2 T AR
Location Inland lot number N
b B A 1t B 4R 5% (FFER)
1. No. 34 Hill Road The Remaining Portion of 2,146
Western District Section C and Remaining Portion (site area)
Hong Kong of Sub-section 1 of Section C of Inland (M A& FI & )
HEER Lot No. 1300
LLI3E 34 5% AIHLER 1300 Bk CERERER &R
CER 1 DERERER
& The property comprises a 7-storey building completed in 1958, which was

held by the Group for future redevelopment purpose. The property was

reclassified under prepaid lease payments upon application of HKAS 17.
ZMEBFEEER 1958 FLERET  HAKBERBIERARKRER

2R ERBAETEAETLRNRYEFRET S EERNHEERK
15 o
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Group’s

interest

Usage -3
k=3 PG fE =
Residential* 51%

BE%E



