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FINANCIAL HIGHLIGHTS Bt g &

finance costs (excluding the notional interest portion in respect
of convertible notes).

2006 2005
—EEXE 000DO Changes
HK$'m HK$’'m 00
BEET oooo %
Turnover ooo 1,487 552 169%
Profit Attributable to Equity goooooboooag
Holders of the Company oooo 495 724 (32%)
Total Assets gooo 6,869 6,448 7%
Equity Attributable to Equity gooooooag
Holders of the Company oooo 4,591 3,843 19%
Cash & Bank Balances ogoooooo 1,258 611 106%
Net Borrowings oooo N/ATEA 914 N/AO O O
Changes
Key Performa.ce a,d Liq lidity FTELEEXRERUH HK$ HK$ 0o
I dicators: R HE R BT oo %
Earnings Per Share gooo 0.278 0.415 (33%)
Net Assets Per Share (hote 1) ooooooaoooig 2.521 2.280 11%
P/E Ratio (hote 1) ooooooio 7.4 x 5.5x 35%
Return on Capital Employed (note 2) oooooooozao 11% 19% (42%)
Return on Total Assets (note 3) oo0ooooooOoso 7% 11% (36%)
Gearing Ratio (note 4) O000Oo0o4o 27% 40% (33%)
Adjusted Gearing Ratio (note 5) 0000000000560 N/ATEHMAE 24% N/AD O O
Current Ratio (note 6) oooooooed 1.8 x 1.1x 64%
Interest Coverage (note 7) ooooooooorg 13.5 x 18.0 x (25%)
Notes: oono
1. Based on 1,820,709,611 shares issued and fully paid as at 1. goodooooooooooooooo
31 December 2006 (2005: 1,688,709,611 shares) and the 00000D01,820,709,61100 0000
market closing price of HK$2.05 (2005: HK$2.30) per share. 0 01,688,709,6110 00 0 0 0O OO 2.05
gooooooooD23000000000
2. Calculated as profit attributable to equity holders of the 2. goo0ooooooDooOOooooooog
Company over equity attributable to equity holders of the gooooooooooood
Company.
3. Calculated as profit attributable to equity holders of the 3. godooooooooOOoOoooooo
Company over total assets. opoooo
4. Calculated as total borrowings over equity attributable to 4. godooooooooOOoOoooooo
equity holders of the Company. oooooo
5. Calculated as net borrowings over equity attributable to equity 5. godooooooooOOoOoooooo
holders of the Company. oooooo
6. Calculated as current assets over current liabilities. 6. gooooDoOoooDoDoooooo
7. Calculated as profit before finance costs and taxation over 7. goo0ooooooDooOOooooooog

gobooooboooooooooobooona
oooao
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Zhang Lu
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MANAGING DIRECTOR'S STATEMENT O OO OO OO

REVIEW OF RESULTS

Turnover of the year increased by 170% to HK$1,487.2 million
(2005: HK$551.8 million). During the year, the Group’s profit
after tax decreased by 31% to HK$505 million (2005:
HK$729.2 million). Earnings per share also decreased by 33%

googo

O0o0oo0ouogoono17o0%nh 1,487,200,0000
gooo00b0O0daossi,soo,0000000dd
Oo0o0oboOoboDbDO0dDbDO31%0
505,000,0000 OO O O O 0O 0O O

to HK$0.278 per share (2005: HK$0.415 PESEA®)-1 014 300 00072%2P0:Pe00 000 0000 0 O 33%0
00 0 152,700,0000 0 00 0 (PHPHE B0
HEoooooooeoo212,700,0000 O
0000000 20,900,0000 000

The significant increase in turnover was mainly attributable to
the increase in the turnover of listed securities trading. The

Group strategically acquired certain cwﬁit% Iﬁ% ﬁﬁqﬁ fﬁ ﬁ% ooooo0oon
last two financial years and sold a mﬁ'pﬁthqﬁtﬁqﬁ(ﬁsﬂaﬁeﬁiﬁ oooooooon
the year at time when the stock marheb@%f%rﬁm Q@é’,‘iO0,000D ooo0oo
It also brought significant profit to ﬁ"m%%&d@oﬁ‘%ﬁ‘ﬁﬁ oo0ooo00oon
turnover of listed securities trading inCﬁﬁeﬁl By@?%@,(%%tﬁlhm 0000000

6 times to HK$1,014.3 million (2005:%@66,206(@”'5)% Net

profit derived from listed securities trading increased by
approximately 9 times to HK$212.7 million (2005: HK$20.9

million). OD0DO00O0D0D000O00D00 62%0

88,800,0000 OO O O O O O O 230,900,000
Sales of properties of the developm%hqﬂﬂeﬁtd’niﬁheﬂyﬁn@ O00000o0on
known as the East Gate Metro Gqﬁdﬁr}]qﬁ)r@rﬁe@qﬂq}@% ooooo0ooon
delivered for use during the year. Acﬁ:ﬂcﬁnglh m%tﬁrﬂpgs%m 93.700,0000 [

of sales of properties increased by approximately 231 times
to HK$208.1 million (2005: HK$0.9 million). Profit contribution
from sales of properties for the year was HK$43.7 million
(2005: HK$6.0 million loss).

Turnover of dealings in distressed assets decreased by 62%
to HK$88.8 million (2005: HK$230.9 million) and has partially
been offset by the increase in listed securities trading and
sales of properties above. Profit contribution from dealings in
distressed assets decreased by 60% to HK$93.7 million
(2005: HK$231.6 million).

The decrease in the turnover and profit contribution of dealings
in distressed assets was mainly due to the fact that there
was a performance bonus from the disposal of the Macau
Assets in last year in the amount of HK$100.0 million. As the
disposal of the Macau Assets has only been completed last
year, there is no corresponding performance bonus of such

kind in the current year.
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MANAGING DIRECTOR'S STATEMENT O OO OO OO

FINAL DIVIDEND

The Board resolved to recommend the payment of a final
dividend of HK$0.07 per share for the year ended 31
December 2006 (2005: HK$0.06 per share). The final dividend,
subject to approval by shareholders at the annual general
meeting, will be payable on 12 June 2007 to shareholders on
the register of member of the Company on 29 May 2007.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed
from (Wednesday) 23 May 2007 to (Tuesday) 29 May 2007,
both days inclusive, during which period no transfer of shares
will be registered. In order to qualify for the proposed final
dividend payment, completed transfer forms accompanied
by the relevant share certificates must be lodged with the
Share Registrars, Secretaries Limited at 26th Floor, Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong, not
later than 4:30 p.m. on (Tuesday) 22 May 2007.

BUSINESS REVIEW & PROSPECTS

Property Investments, Development and Management

During the year, the Group increased its investment in Beijing
East Gate Development Co., Ltd. (“East Gate”) by acquiring
the remaining 4.11% equity interest from the minority
shareholders of East Gate at a total consideration of HK$25.7
million. The acquisition resulted in a discount on acquisition
of HK$24.7 million and was recognized as income in the
current year. After the acquisition, East Gate becomes a wholly
owned subsidiary of the Group.

For the year ended 31 December 2006, apart from the
increase in fair value of investment properties, rental income
from leasing of investment properties decreased by 34% to
HK$42.2 million (2005: HK$63.5 million). The decrease was
due to the fact that last year amount included a taxation
written back amounting to approximately HK$21.0 million.
The main source of rental income is from East Gate Plaza.
During the year, gross rental income in respect of East Gate
Plaza remained pretty stable and amounted to HK$69.4 million
(2005: HK$68.3 million).
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BUSINESS REVIEW & PROSPECTS (Continued)

Property Investments, Development and Management
(Continued)

The operations of Beijing Yinda Property Management Limited
(“Yinda”) were also stable for both of the immediate two
preceding financial years. As at the balance sheet date, there
were 22 projects (2005: 23 projects) under the management
of Yinda. The total floor area under the management of Yinda
exceeds 3.0 million square meters. The turnover of Yinda for
the year was HK$98.0 million (2005: HK$89.0 million). Net
profit for the year was HK$2.9 million (2005: HK$0.3 million
loss). In the coming years, Yinda will adjust its strategy to
concentrate its effort in soliciting new projects with high profit
margin and step out from those existing projects which returns
are unsatisfactory in order to increase shareholder’s return.

Sales of properties of the development project in the Tiexi
District of Shenyang known as the East Gate Metro Garden
commenced and delivered for use during the year. Sales of
properties amounted to HK$208.1 million in aggregate and
recognized profit in the amount of HK$43.7 million. The
Directors expect that total sales amount for East Gate Metro
Garden will amount to approximately HK$423.1 million. After
the completion of the sale of the East Gate Metro Garden,
the development of the third phase, which is also the last
phase of the Tiexi development project, will commence.

The re-development project “Zi You Xiao Zhen” has
substantially completed the vacation of the existing tenants
and is currently preparing to commence construction. “Zi
You Xiao Zhen” has a site area of approximately 320,000
square meters and gross development area of approximately
830,000 square meters. The Group intends to develop “Zi
You Xiao Zhen” by four phases in four years’ time.

The Group has committed to invest and develop a new
property project including “Si He Yuan” properties in the
Sanyanjing Preservative District in Beijing.

gooooouooo
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BUSINESS REVIEW & PROSPECTS (Continued)

Infrastructure Investments

During the year, profit contribution from CII decreased slightly
by 5% to HK$76.2 million (2005: HK$80.6 million). The
decrease in profit contribution was mainly due to lack of toll
fee income from road and bridge project as a result of disposal
of those projects in the previous years but income from other
financial investments and interest income is not enough to

compensate the decrease in toll fee income.

During the year, CIll disposed of its entire interest in the
Jiangxi #320 State-road project at a total consideration of
approximately HK$250.0 million and recognized a gain,
including a special dividend, in the amount of HK$40.2 million.

The strategy of Cll is to dispose of all the road and bridge
projects when opportunities arise. As at 31 December 2006,
there were only two road and bridge projects remaining with
a total carrying value of approximately HK$137.8 million in
aggregate.

The Taian Natural Gas Pipeline project

Cll holds an 80% effective interest in the Taian Natural Gas
Pipeline project. The carrying value of the project as at 31

December 2006 was approximately HK$66.8 million.31bas at 3i3a6sbOcwo road al Tf s te(6at greR)a6G82u.06a3
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BUSINESS REVIEW & PROSPECTS (Continued)

Infrastructure Investments (Continued)

Petrochemical projects

Cll invested in, through a 50% owned associated company,
Cll Petrochemical Limited, two petrochemical projects. The
projects are United East Petrochemical Company Limited (in
which CII holds a 25% effective interest)and 0 0 0 0O O O
0000 (inwhich Cll holds a 34% effective interest). The
carrying value of the two projects as at 31 December 2006
was approximately HK$167.2 million in aggregate. During the
year, total profit contribution to CIl from the projects was
approximately HK$5.7 million (2005: HK$3.8 million).

Cll is negotiating with the holding company of the local partner
to secure a long term and stable supply of crude oil for the
refinery business. Cll has confidence to reach an agreement
for the supply of crude oil in 2007.

In the coming years, Cll will commit more resources into the
petrochemical projects with a hope to seize the business
opportunities as a result of the increasingly demand for
petrochemical products in PRC and to create value to the
shareholders.
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BUSINESS REVIEW & PROSPECTS (Continued)
Financial Investments

Distressed Assets Business

The Cinda Portfolio

During the year, the Cinda Portfolio has contributed
approximately HK$88.8 million (2005: HK$130.9 million)
interest income to the Group. Up to 31 December 2006, the
principal amount of distressed assets in the Cinda Portfolio
that has been disposed of was approximately HK$41.0 billion
in aggregate, representing 72.0% of the total principal amount
in the Cinda Portfolio. The amount of cash recovered was
approximately HK$1,264.9 million in aggregate. The effective
cash recovery rate was approximately 3.1%. The cumulative
amount of cash recovered has exceeded the original
acquisition cost by more than HK$400.0 million.

The remaining principal amount of distressed assets in the
Cinda Portfolio was approximately HK$16.0 billion. The
Directors have confidence in completing the disposal of the
entire Cinda Portfolio in 2007 as scheduled.

The Huarong Portfolio

In January 2006, the Group completed the acquisition of a
portfolio of distressed assets with total principal amount of
approximately HK$36.4 billion (including booked interest) (the
“Huarong Portfolio”) from China Huarong Asset Management
Corporation (“China Huarong”) at a total consideration of
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BUSINESS REVIEW & PROSPECTS (Continued)

Financial Investments (Continued)

Distressed Assets Business (Continued)

The Huarong Portfolio (Continued)

POL has appointed China Huarong to serve the disposal of
and collection of the Huarong Portfolio. Huarong in return is
entitled to receive a management fee calculated as 10% of
the cash recovered. China Huarong is also entitled to share
the profits generated from the disposal of the Huarong
Portfolio according to a defined profit sharing scheme.

During the year, the principal amount of distressed assets in
the Huarong Portfolio disposed of was approximately HK$6.4
billion in aggregate. The amount disposed of amounted to
approximately 17.4% of the total principal amount of the
Huarong Portfolio. The cash recovered was approximately
HK$152.5 million in aggregate. The effective cash recovery
rate was approximately 2.5%. Profit contribution from the
Huarong Portfolio was HK$8.4 million (2005: nil).

The remaining principal amount of distressed assets in the
Huarong Portfolio was approximately HK$30.0 billion. The
Directors will endeavour to complete the disposal of the entire
Huarong Portfolio in 2007.

New Distressed Asset Portfolio

After the balance sheet date, the Group has cooperated with
China Orient Asset Management Corporation (“China Orient”)
to set up a joint venture platform to engage in the business
of disposal of distressed assets. Initially, the joint venture will
focus on the disposal of distressed assets owned by China
Orient.
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GROWTH STRATEGIES

The Group maintains its established strategies of making
balanced investments in the Group’s three core-business:
property investments, infrastructure investments and financial
investments.

As for infrastructure investment, the Directors will direct ClI
to gradually commit more resources to the Petrochemical

projects.
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FINANCIAL REVIEW (Continued)

Exchange Exposure & Hedging (Continued)
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FINANCIAL REVIEW (Continued)
Capital Structure

As at 31 December 2006, the shareholders’ fund of the Group
was HK$4,590,641,000, representing an increase of
HK$747,619,000 or 19% increment from that as at 31
December 2005.

During the year, the Company raised additional capital in the
amount of HK$264.0 million from the issuance of a total
number of 132,000,000 new shares at premium pursuant to
the exercise of convertible note and share options. This has
increased and expanded the capital base of the Company.

During the year, the Company paid HK$108,403,000 to
shareholders of the Company as final dividend for the year
2005, which has an effect of reducing the overall capital.

The Company has another convertible note with an initial
issued principal amount of HK$440.0 million and coupon
interest rate of 1.5% per annum of which principal amount of
HK$220.0 million has been exercised and converted into
100,000,000 shares of the Company on 21 March 2006. The
remaining principal amount of HK$220.0 million has not been
converted. The Company has repaid the remaining amount
of the convertible note at its expiry date.

Human Resources

As at 31 December 2006, the Group employed approximately
1,370 employees in Hong Kong and in the PRC. The Group
offers its employees competitive remuneration packages,
which are consistent with the prevailing market practice. The
Group’s remuneration policies remains unchanged during the
current year. Total staff costs for the current year increased
by 10% to HK$70.7 million (2005: HK$64.4 million).

APPRECIATION

On behalf of the Board, | would like to express my
appreciation and gratitude to our shareholders for their
support and all the Group’s employees for their hard work
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Executive Directors

Gao Jian Min, Managing Director

Mr. Gao, aged 48, was appointed Director and Managing
Director of the Company on 22 June 1993. Mr. Gao is also
directors of various Group companies. Mr. Gao is also a
director of Jiangxi Copper Co., Ltd (Stock Code: 358) and
Qingling Motors. Co. Ltd. (Stock Code: 1122), the H shares
of both companies are listed on the The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). He is also the
managing director of Pacific Economies Development Corp.
He graduated from Qing Hua University with a bachelor degree
in engineering. He has over 15 years experience in property

investment and development.

Liu Tianni, Deputy Managing Director

Mr. Liu, aged 43, was appointed executive director of the
Company on 26 May 2001. Mr. Liu is also the director of
several Group companies. He graduated from Beijing Normal
University with a Master Degree in Science. He has over 10
years experience in corporate administration and trade
businesses.
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Chen Yongcun

Mr. Chen, aged 42, was appointed executive director of the
Company on 25 October 2000. Mr. Chen is the Assistant to
General Manager of Well Kent International Limited. He
previously worked with China Construction Bank and China
Cinda Asset Management Corporation (“China Cinda”), a
substantial shareholder of the Company. He graduated from
Qing Hua University with a bachelor degree in engineering
and a master degree in engineering. Mr. Chen has over 10
years’ experience in finance and investment. Mr. Chen is a
director of Tongjitang Chinese Medicines Company which
shares are listed on the New York Stock Exchange in the

form of American Depository Shares.

Chow Kwok Wai

Mr. Chow, aged 40, is one of the Deputy General Managers
and is the Qualified Accountant of the Company. He is
responsible for the finance and accounting matters of the
Group. Mr. Chow joined the Company in October 1993 and
was appointed executive director of the Company on 20 April
2004. Mr. Chow has worked in Price Waterhouse, which is
now known as PriceWaterhouseCoopers and has accumulated
valuable audit experience there. Mr. Chow received his
Bachelor of Social Sciences Degree from the University of
Hong Kong in 1990. Mr. Chow is a Fellow Member of the
Association of Chartered Certified Accountants and a Fellow
CPA of the Hong Kong Institute of Certified Public
Accountants. Mr. Chow has over 15 years’ experience in
accounting, financial management and corporate finance. Mr.
Chow is also an independent non-executive director of Lijun
International Pharmaceutical (Holding) Co., Ltd. (Stock Code:
2005) which H shares are listed on the Stock Exchange.

RXE
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Non-executive Directors kurES
Chen Xiaozhou, Chairman

Mr. Chen, aged 45, was appointed executive director of the
Company and was elected Chairman of the board on 13
February 2006. He was redesignated as a non-executive
director of the Company on 1 September 2006. He has been
the Vice President of China Cinda since February, 2003. Mr.
Chen obtained his Master of Economics from the Research
Institute of the People’s Bank of China in 1988 and obtained
his Master of Commerce from the University of New South
Wales, Australia in 2003. From April 1997 to April, 1999, he
was the Deputy General Manager of Sales Department of
Head Office of China Construction Bank. From April, 1999 to
September, 2000, Mr. Chen was the supervisor of Investment
Banking Department of China Cinda. From September, 2000
to February, 2003, Mr. Chen was the Assistant to President
of China Cinda. Mr. Chen has over 18 years’ experience in
banking and finance sectors. During the period from 7 June
2004 to 27 March 2005, Mr. Chen was a non-executive
director of Aluminum Corporation of China Limited (Stock
Code: 2600), the H shares of which are listed on the Stock
Exchange and the New York Stock Exchange, Inc.

Hui Xiao Bing, Vice-Chairman

Mr. Hui, aged 54, was appointed director of the Company
and Vice-chairman of the board on 22 June 1993. He was
redesignated as a non-executive director of the Company on
1 September 2006. Mr. Hui was the ex-Deputy Managing
Director of China Everbright Financial Holdings Limited. Mr.
Hui was also the ex-president of China Construction Bank,
Shenzhen Branch. He previously worked for the Research
Centre for Economic Development of the State Council of
the PRC and China Investment Consultancy Company. He
has over 20 years’ experience in banking and finance. Mr.
Hui graduated from Inner Mongolia Industrial University with
a bachelor degree in engineering.
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Yuen Wing Shing

Mr. Yuen, aged 60, was appointed Director of the Company
on 22 June 1993. He was redesignated as a non-executive
director of the Company on 1 September 2006. Mr. Yuen is
the Managing Director of Yugang International Limited
(“Yugang”) (Stock Code: 613). He is also an executive director
of Y. T. Realty Group Limited (Stock Code: 75) and Cross-
Harbour (Holdings) Limited (Stock Code: 32). All of the
aforesaid companies are public companies listed on the Stock
Exchange. Mr. Yuen holds a diploma in management studies
from The Hong Kong Polytechnic University. Prior to joining
Yugang in 1992, he held a senior management position with
a major bank in Hong Kong for over 20 years.

Independent Non-executive Directors
Kang Dian
Mr. Kang, aged 58, was appointed independent non-executive

director of the Company on 8 May 1998. He is presently a
director of Springridge Investment Management Limited, which
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Kwok Chung Lun

Mr. Kwok, aged 52, joined the Company in July 1995. Mr.
Kwok is the managing director of Beijing East Gate
Development Co., Ltd. (“East Gate”), which is a wholly owned
subsidiary of the Company. Mr. Kwok pursued study in the
People’s University. Mr. Kwok has over 10 years’ experience
in property investment and development.

Zhang Shuhua

Miss. Zhang, aged 53, is the deputy managing director of
East Gate. Miss. Zhang pursued study in Beijing Radio and
Television University. Miss. Zhang has over 20 years’
experience in finance and accounting.
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CORPORATE GOVERNANCE REPORT A RIE

Corporate Governance Practices

The Company is committed to maintaining and ensuring a
standard of corporate governance that is consistent with
market practices. The Company has applied the principles
and complied with all the applicable code provisions of the
Code on Corporate Governance Practices (“Code”) as set
out in Appendix 14 of the Rules Governing the Listing of
Securities (“Listing Rules”) on the Stock Exchange of Hong
Kong Limited (“Stock Exchange”) for the year ended 31
December 2006 except for code provision E.1.2. Code
provision E.1.2 stipulates that the Chairman of the board of
directors should attend the anual general meeting. The
Chairman of the board of directors did not attend the anual
general meeting of the Company held on 25 May 2006. The
Chairman will endeavor to attend all future anual general
meetings of the Company unless unexpected or special
circumstances preventing him from doing so.

The Company will continuously review and improve its
corporate governance practices to ensure that business
activities and decision-making processes are regulated in a
proper and prudent manner.

The following summarizes the Company’s key corporate
governance practices.

Board of Directors

The board of directors (“Board”), led by the Chairman, steers
the Group’s business direction. The management, led by the
Managing Director, i.e. the Chief Executive is responsible for
the Group’s management and operations. The division of
responsibilities between the Chairman and the Managing
Director are clearly established and set out in writing. The
role of the Chairman and the Managing Director are separated
and are performed by different persons to avoid concentration
of authorities to one single person.
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Board of Directors (Continued)

To assist the Board in discharging its duties and to fulfil the
requirement of the Code, two standing board committee are
set up under the Board: the Audit Committee and the
Remuneration Committee. When it become necessary, the
Board will set up ad hoc board committee to handle specific
issues and report back to the Board.

The Board considers that each independent non-executive
director is independent in character and judgment and that
they all meet the specific independence crimen 6 as required
by the Listing Rules. The Company has received from each
independent non-executive director an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing
Rules. In addition, the independent non-executive directors
are explicitly identified in all corporate communications.

All directors are regularly updated on governance and
regulatory matmens. There is an established procedure for
directors to obtain independent professional advice, which
expenditure will be paid by the Company, in the furtherance
of their duties.

The full board will meet at least four times throughout a year
to review the overall strategy and to monitor the operation as
well as the financial performance of the Group. Notice of at
least 14 days will be given to all directors for all full board
meetings and the directors can include matmens for discussion
in the agenda if necessary. Agenda and the accompanying
board papens in respect of full board meetings are sent out
in full to all directors not less than three days before the
meeting. Minutes of full board meetings and meetings of board
committee are propenly kept and all directors have access to
board papens and the related maten 6ls.
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Board of Directors (Continued)

During 2006, four full board meetings were held and the
individual attendance of each director is set out below:

Name of director

Oo0dooo

Number of meetings attended

ooooooooooooooooooo
ooooooooooooobooooo

Attendance rate

oooo oooood aoo
Zhu Dengshan 0 out of 1 0%
0ooo goooood
Chen Xiaozhou 3 out of 3 100%
0ooo goooood
Hui Xiao Bing 3 out of 4 75%
0ooo goooood
Gao Jian Min 4 out of 4 100%
0ooo goooood
Liu Tianni 4 out of 4 100%
0ooo goooood
Gu Jianguo 4 out of 4 100%
0ooo goooood
Chen Yongcun 4 out of 4 100%
0ooo goooood
Cheung Chung Kiu 1 out of 2 50%
0ooo goooood
Yuen Wing Shing 3 out of 4 75%
0ooo goooood
Chow Kwok Wai 4 out of 4 100%
0ooo goooood
Kang Dian 3 out of 4 75%
oo goooood
Zhang Lu 3 out of 4 75%
oo goooood
Hung Muk Ming 3 out of 4 75%
0ooo goooood

According to Articles of Association of the Company, the
Board has the power to appoint any person as a director
either to fill a casual vacancy or as an addition to the Board.
All directors, including the Chairman, Vice Chairman and
Managing Director, shall retire by rotation at least once every

three years at annual general meetings and be eligible for re-

election.
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Board of Directors (Continued)

All independent non-executive Directors have been appointed
for a specific term of service. They are also subject to
retirement by rotation and re-election at the annual general
meeting of the Company in accordance with Article 101 of
the Company’s Articles of Association.

Securities dealing by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
as set out in Appendix 10 of the Listing Rules as the code of
conducts for securities transactions by directors of the
Company. All the members of the Board have confirmed,
following specific enquiry by the Company, that they have
complied with the required standards set out in the Model
Code throughout the year ended 31 December 2006.

The Company has also adopted codes of conduct regarding
securities transactions by relevant employees (as defined in
the Code) on terms no less exacting than the required
standard set out in the Model Code.

Audit Committee

The Company established an audit committee (“Audit
Committee”) in 1999. The composition and professional
qualifications of the members of the Audit Committee complies
with the requirements under Rules 3.21 of the Listing Rules.
The Audit Committee has a written terms of reference that

conform to the provision of the Code.

The current Audit Committee comprises three independent
non-executive directors, namely Mr. Kang Dian (Committee
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Audit Committee (Continued)

The Audit Committee meets at least two times each year to
review the reporting of financial and other information to
shareholders, the system of internal controls, risk management
and the effectiveness and objectivity of the audit process.
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Remuneration Committee

The Company established a 0 muneration committee
(“Remuneration Committee”) in 2005 and adopted a written
terms of O ference which conform to the provisions of the
Code. The current Remuneration Committee comprises two
independent non-executive directors namely, Mr. Kang Dian
(Committee Chairman) and Mr. Zhang Lu.

The principal duties of the Remuneration Committee are to
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Remuneration Committee (Continued) O0oo0ooooo

Basic salary (Continued)

Salaries are base compensation and not intended to
reward performance, either individually or corporately.
Performance is rewarded through the other
components of the remuneration plan.

Incentive bonus

Incentive bonus is linked to individual and corporate
performance. The incentive bonus for each employee
is determined with reference to his position and his
individual performance during the year.

Share option

Share options to purchase shares in the Company are
granted to employees from time to time at the
discretion of the Board, in order to retain valuable
employees and to motivate future performance of the
employees.

Share options granted to individual employees are
determined with reference to their position, their
performance and their ability to contribute to the overall
success of the Group.

Other benefits

The Group offers other customary and/or mandatory
benefits to employees, such as statutory retirement
scheme, employee compensation and medical
insurance, paid annual leaves and child education
allowance, with reference to prevailing practices in
relevant jurisdictions.
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Remuneration Committee (Continued)

The committee meets regularly to review the Company’s
human resources matters and remuneration policy. During
the year, the Remuneration Committee met one time and
was attended by all committee members. The Remuneration
Committee reviewed and approved the annual salary
adjustments for year 2007 and the payment of discretional
performance bonus for the year ended 31 December 2006
after taking into consideration the results of the Group, the
performance of the directors and senior management and
the prevailing market practices.

During the year, no incentive payment was paid to any director
in respect of his appointment and no compensation payment
was paid to any director who ceased to hold his office. No
director has ever forfeited any director fee during the year.

Details of the emoluments paid to all the directors are set out
in note 10 to the consolidated financial statements.

Nomination Committee

The Group currently does not have a nomination committee.
The Group will consider setting up one at the appropriate
time.

Auditors’ Remuneration

The Group’s consolidated financial statements for the year
ended 31 December 2006, were audited by Deloitte Touche
Tohmatsu (“Deloitte”) at a total fees of HK$1.8 millions. The
said audit fee was approved by the Audit Committee and
endorsed by the Board. In addition, the Group also paid fees
of not more than HK$0.20 million in aggregate to Deloitte for
the provision of taxation services during the year 2006.

The Audit Committee considers that the taxation services did
not (in terms of the nature of the services and the amount of
fees paid relative to the audit fees) affect the independence
of Deloitte.
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Directors’ Responsibility Statement

The Directors are responsible for the preparation of financial
statements for each financial period, which give a true and
fair view of the state of the affairs of the Group and of the
results and cash flow for that period. In preparing the financial
statements for the year ended 31 December 2006, the
Directors have selected suitable accounting policies and
applied them consistently; adopted appropriate Hong Kong
Financial Reporting Standards and Hong Kong Accounting
Standards; made adjustments and estimates that are prudent
and reasonable; and have prepared the consolidated financial
statements on the going concern basis. Up to the date of
this report, the Directors are not aware of any material
uncertainties that will seriously affect the going concern
assumption of the Group.

The Directors are also responsible for keeping proper
accounting records, which disclose with reasonable accuracy
at any time the financial position of the Company. The
Directors also have general responsibilities for setting up an
appropriate internal control system, which is mainly to
safeguard the assets of the Group and to prevent and detect
fraud and other irregularities. The Directors have reviewed
the internal control system of the Company and are satisfied
that the internal control system is functioning properly.
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Communication with Shareholders

The Company endeavours to maintain a high level of
transparency in communicating with shareholders and
investors at large. In order to enhance the transparency of
shareholders’ voting in general meeting, separate resolutions
are proposed at the general meetings on each substantially
separate issue, including the election of individual directors
and those resolutions were voted on by poll. The Company
will engage external scrutineer to count the vote. The poll
voting results will be published in the press, on the Stock
Exchange’s website and on the Company’s website on the
next following business day. In addition, procedures for
demanding a voting by poll are laid down in the circular or
annual report to be despatched to shareholders. Moreover,
at the general meeting but before voting, the chairman of the
meeting will explain to shareholders their right to demand a
voting by poll and how to exercise such right.

The Company has also maintained a website at http://
www.silvergrant.com.hk which enable shareholders, investors
and the general public to have an open access to the
information of the Company. Financial information and all
corporate communications of the Company are made available
on the Company’s website and are updated regularly.

Shareholders who wish to raise any queries with the Board
may write to the Company Secretary at Suite 4901, 49/F,
Office Tower, Convention Plaza, 1 Harbour Road, Wanchai,
Hong Kong.
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Fixed Assets (Ce11i1 yed)

Details of the valuation of properties and other movements of
the investment properties and property, plant and equipment
of the Group and of the Company during the year are set out
in notes 16 and 17 to the consolidated financial statements

respectively.
Details of the major investment properties of the Group as at
31 December 2006 are set out in the section under “Summary

of Investment Properties and Stock of Properties™.

Share Capital
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Directors (Ce 111 ed)
Non-executive directors

Chen Xiaozhou (Chairman) (appointed on
13 February 2006 and
redesignated as
non-executive directors
on 1 September 2006)

Hui Xiao Bing (Vice Chairman)  (re-designated as
non-executive director on
1 September 2006)

Yuen Wing Shing (re-designated as
non-executive director on
1 September 2006)

Independent non-executive directors

Kang Dian
Zhang Lu
Hung Muk Ming

The term of office of each director, including the non-executive
directors and the independent non-executive directors, is the
period up to his retirement by rotation in accordance with
the Company’s Articles of Association.

In accordance with the provisions of the Company’s Articles
of Association, Messrs. Gao Jian Min, Chen Yongcun, Chow
Kwok Wai and Kang Dian retire at the forthcoming annual
general meeting, and they being eligible, offer themselves for
re-election. The remaining directors shall remain in office.
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Directors’ Service Contracts

Other than as disclosed in the section headed “Connected
Transaction” below, no director 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).
Directors’ Interest in Shares

As at 31 December 2006, none of the directors and the chief
executive of the Company nor any of its associates had any
interests or short positions in any shares, underlying shares
and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”) as recorded in the register as
required to be kept by the Company under 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. None of the directors or their
spouses or children under the age of 18, had been granted
any right to subscribe for the equity or debt securities of the
Company or any of its associated corporation, or had

exercised any such right during the year.
Share Options

Details of the share option scheme adopted by the Company
on 26 June 1995 (the “Old Option Scheme”) and the share
option scheme adopted by the Company on 27 May 2002
(the “New Option Scheme”) are set out in note 41 to the
consolidated financial statements.
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Share Options (Ce1 1/ yed)

The following table discloses the movements in the Company’s
share options granted to the directors and other employees
of the Company under the Old Option Scheme and the New
Option Scheme during the year.

Number of share options

gooogo

Outstanding Outstanding

as at as at

1 January 31 December

Subscription 2006 Exercised 2006

price 0DODOOOO during O0O0OOO0O0O

Directors Exercisable period per share ooood theyear 00 OO0 OO0

og gooooo gooono oood gooono ogooogad
HK$
oo

CHEN Yongcun 25/07/2001-24/07/2011 0.535 2,000,000 (2,000,000) —

ooo 07/06/2002-06/06/2012 0.700 5,000,000 (5,000,000) —
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Arrangements to Purchase Shares or Debentures

Other than the share option holdings disclosed above, at no
time during the year was the Company or any of its
subsidiaries, a party to any arrangement to enable the
directors of the Company to acquire benefits by means of
the acquisition of shares in, or debenture of, the Company or
any other body corporate, and neither the directors nor the
chief executive nor any of their spouse or children under the
age of 18, had any right to subscribe for the securities of the
Company, or had exercised any such right.

Directors’ Interests in Contracts of Significance

Other than as disclosed in the section headed “Connected
Transaction” below, no contracts of significance to which the
Company or its subsidiaries was a party and in which a
director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at
any time during the year.
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Substantial Shareholders

As at 31 December 2006, persons other than a director or
the chief executive of the Company having interest in 5% or
more of the issued share capital of the Company as recorded
in the register required to be kept by the Company under
Section 336 of SFO were as follows:

Long positions in shares and underlying shares of the
Company as at 31 December 2006 are set out below:

Percentage of

Name of Number of the issued
substantial ordinary Underlying Total share capital
shareholders Capacity shares shares interests gooo
oooooo oo ooogod oood oooo ooood
Silver Grant Beneficial owner 144,770,022 — 144,770,022 7.95%
International ooooo (Note 1)
Holdings Limited oooig
China Cinda Asset Interest of controlled 416,924,000 — 416,924,000 22.90%
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Substantial Shareholders (Ce1 11 ed) ooooooo
Notes: (Ce11i yed) ooooon
2. The following is a breakdown of the interests in shares of the 2. oooooboooooobboooon
Company held by China Cinda: ooo
Total interest in shares
gooooo
Name of Name of Percentage Direct Indirect
controlled corporation controlling shareholder of control interest interest
goooooo oooooo goooad gooao gooood
Well Kent International China Cinda 100% — 416,924,000
Investment Company Limited 0O 000
goooobobooo
Catic Limited Well Kent International 100% 416,924,000 —
Investment Company Limited
gooooboood
3. This represents the interest in convertible note in the principal 3. gooOos25k00,0000 0000000
amount of USD52,500,000 pursuant to which a total number 0000000ooogoge500000
of 138,813,559 new shares will be issued upon full exercise gooooooooooooooooo
of the conversion rights attaching thereto at the initial 0o0o0oo0oooonooass,s13,5590 00O
conversion price of HK$2.95 per share. oo
Other than as disclosed above, the register required to be goooooooooooboooooo
kept under Section 336 of the SFO showed that the Company U OOO0O0O0O0O0O0O0O0O0O0O00O0OO0
had not been notified of any other interests or short positions gooooooooooobooogooo
in the shares and underlying shares of the Company as at 31 O00D0O0000o0ooobObOOoOogoooo

December 2006. gboboobooobgoooo
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Appointment of Independent Non-Executive
Directors

The Company has received, from each of the independent
non-executive directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange. The Company
considers all of the independent non-executive directors are
independent.

Connected Transaction

A service agreement dated 28 December 2004 was entered
into between Mr. Gao Jian Min (“Mr. Gao”) and the Company.
Pursuant to the terms and conditions set out therein, the
Company agreed to employ Mr. Gao and Mr. Gao agreed to
serve the Company as a Managing Director by providing the
Company with the services as described in the service
agreement for a term of three years from 28 December 2004
to 27 December 2007, which term shall continue thereafter
until determined by either party giving to the other not less
than 3-months prior written notice.

Purchase, Sales or Redemption of the Company’s
Listed Securities

During the year, neither the Company nor any of its
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Emolument Policy (Ce1 t yed)
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Financial Assistance Given to Affiliated Companies
Amounting to More Than 8% of the Assets Ratio
(Co1 1 yed)

The combined balance sheet of the associates as at 31
December 2006, which includes the assets and liabilities of
0o0opoDoDoDoOoooooooog, Ju Fu San Yan Jing
Investment Company Limited, Beijing East Bay Investment
Consultants Limited and Beijing Ju Fu Real Estate

Development Company Limited, is as follows:
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HK$’000

oood

Non-current assets ogooooa 276,860
Current assets oooo 1,199,950
Current liabilities oooo (1,031,690)
Non-current liabilities ooooo (210,000)
Shareholder’s fund ogooo 235,120
Equity attributable to equity holders of the associates goooboooooooag 235,120

Details of the above associates are set out in note 56 to the
consolidated financial statements.

Auditors

A resolution will be submitted to the annual general meeting
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors
of the Company.

By order of the board of directors
Chen Xiaozhou
Chairman
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Auditor’s Responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance
with section 141 of the Hong Kong 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. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the HKICPA.
Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain
reasonable assurance as to whether the consolidated financial
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Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2006 and of the Group’s
profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been
properly prepared in accordance with the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accowvhtahts

Hong Kong
23 April 2007
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For the year ended 31 December 2006
oooooooooOooOoooooo

¥ 00 2005
—EEBAREF ooooo
Notes HK$°000 HK$000
oo FET ooo
Turnover ooo 6 1,4§ ,'/ 1" 551,778
Sales of properties gooo v 02,0 !: 895
Property management fee income ooooooo 9 94 89,037
Rental income oooo A 24 76,346
383,240 166,278
Cost of sales oooo (= ) (66,347)
1 559 1 99,931
Net gain on disposal of oooooo Vv
held-for-trading securities ooooo 1 ,692 20,916
Interest income from interest ooooooo
in distressed assets oodoo 2,241 130,912
Dividend income from listed securites 00000000 122 1,889
Commission income and gooooooooao
performance return of dealing oogooao
in distressed assets 100,000
Other income oooo 7 §3,03 106,192
Administrative expenses oooo (1 Le3) (94,659)
Surplus on revaluation of ooooooooo
leasehold properties L,193 8,949
Increase in fair value of goooobooooao v
investment properties 16 29,9 148,687
Gain on convertible note ooooooooooo /
at fair value through profit or loss dooooooad 43 3516—9 199,756
Fair value change of structured oooooDono
finance securities ooooao 1,L9) —
Finance costs
oooo 2,319 —
Profit before taxation ooooo e11,4:,1 818,445
Taxation OO 12 (10L9 4) (89,279)
Profit for the year oooo 13 !,0_!,4% 729,166
Attributable to: ooo
Equity holders of the Company ooooogood 4904 k 724,054
Minority interests oooooao 1d; 0 5,112
Lo L,49 729,166
Earnings per share gooo 14 v
— Basic — oo 0. * 0.415
Vv

— Diluted — 0o 0. 3 0.260
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As at 31 December 2006
ooooooooononan

The Group The Company
ooo ooo
2006 2005 2006 2005
00000 OO0O0O0OO0 DODOOO D0OO00O0O0
Notes HK$°000 HK$'000 HK$°000 HK$'000
oo ooo ooo ooo ooo
ASSETS oo
Non-current assets goooao
Iwe Y ,re,ﬂe oood 16 2,195,909 2,105,385 15,656 93,047
‘evw*aw awd ety ,qew oooooooo 17 132,612 122,340 57,190 53,168
d oo 18 33,525 33,525 — -
Iwe ,?qm v' P Jase o oooooo 19 — - 56,011 56,088
I 8L g4 a ‘cna Ss oooooo 20 1,330,123 1,304,277 339,202 374,269
hee Maj*n#‘ oooooooo
oty % ed en 'v’r 21 32,088 - 26,318 -
Asd 0" d,e %52 cwa €s oooooooo 23 210,000 206,478 — -
S?rc,,?,ed finance §6 8 we oooooon 25 24,423 - 24,423 _
Ava ab e-ft - < ge e ,F-m - oooooao 26 99,075 2,206 2,140 1,730
[ e,e o d 'ie e & oooooao 27 — 204,681 — _
e: ;ald ac,,_m oooooo
fme ooo 28 — 44,499 — 41,299
D aldf‘ aog,.wu‘w oooooo
fdn,‘ige,gda,gv, ooooo 29 — 263,723 — -
Defe.ed * aa ,g‘, oooooao 44 — 1,336 — _
Ohe,a,g oooo 30 2,742 4,113 — -
4,060,497 4,292,563 520,940 619,601
Current assets oooao
lven Ue arc‘,r oooooo 172 115 — i
‘ck‘fr,re 412l 82 — 144,216 — i
gpoooo ¢ 27 199,931 347,301 — -
ooooon 26 141,718 - — -
ooooon 33 15,182 364,030 15,036 363,895
ooo0on 34 3,205 4,400 — -
00000000
oooCocoo 23,576 72,925 1,625 46,142
0o0o0oooon 22 — - 2,261,761 2,676,033
0o0o0oooon 23 569,822 24,025 270,965 24,025
ooooon
oooo 24 250,922 - 250,922 -

oooo0o 35 532,871 269,600 —
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CONSOLIDATED BALANCE SHEET AND BALANCE SHEET G B EEBR R EEEER

As at 31 December 2006
ooooooooooooo

The Group The Company
ooo 00O
2006 2005 2006 2005
00000 00000 00000 00000
Notes HK$’000 HK$000 HK$°000 HK$000
oo ooo ooo ooo ooo
EQUITY 0o
Capital and reserves goooao
Sha.e c' @ oo 39 364,142 337,742 364,142 337,742
Re g.7e o oo 4,226,499 3,505,280 2,581,600 2,277,685
Eg'ya 2 gbe Yeg g 00000o00D0oOoDDo
ht de.- tf fte c*;-,aw 4,590,641 3,843,022  2,945742 2,615,427
Mn‘)r%n gg,{, oooooo 16,261 55,669 — .
Total equity 0000 4,606,902 3,898,691 2945742 2,615,427
LIABILITIES 0o
Non-cu‘/rent liabilities goooao
Bt.AYing 0o 42 5,750 6,900 5,750 6,900
Ctvetbent e 0oooo 43 402,112 437,280 402,112 437,280
Defe,m; an !abw\@ o oooooao 44 257,639 187,979 10,608 1,254
665,501 632,159 418,470 445,434
Current liabilities oood
Bank ‘ve,dafﬂ 0000 42 — 79,241 — 79,241
T.adepagabe o oooooo 45 84,792 19,175 — _
Accyed cha.ge 4212 ooooooooa
deg * b2 *.@e/r”ayabe . 0oooooo 46 241,154 369,587 18,584 27,047
Ad N e ta'toa €s 00ooooooo 47 352,146 377,146 326,841 358,191
Ad 1 ad-e f,.b gale o 00ooooooo 50 — _ 7,289 7,035
AcCya of*ag1agesen oooooDooo
fee & h*dng ctapary’ 00ooO0oOoo
t a ‘paenh*de.- 48 58,072 65,881 — .
L*an L,-',q-"i pa.enh* de.- 0000 49 220,000 _ 220,000 i
Bt.AY g 0o 42 601,150 572,578 1,150 1,150
Tana ‘:’l raqabe good 38,803 5,084 21,781 -
Ctiebente ooooao 43 — 428,836 — 428,836
X X
1,596,117 1,917,528 595,645 896,500
Total liabilities 0ooo 2,261,618 2,549,687 1,014,115 1,341,934
TOTAL EQUITY AND LIABILITIES 0000000 6,868,520 6,448,378 3,959,857 3,957,361
Net current assets goooao 1,211,906 238,287 2,843,272 2,441,260
Total assets less goooooooo
current liabilities 5,272,403 4,530,850 3,364,212 3,060,861
[he c*1 Jidagd finarcia Jagse1 Gtrpage 449 $157 0490001570000000000000
ee apy ved and & h*zbd f* Y e'by he b*ad ¢ 0000DD0O0ODOO0OO0OOOOOOO
diec &gt 23 Ap - 2007 and ae jgred $11 Jehafby:  00DDDDDODDOD

Chen Xiaozhou

oodo
Director
oo

Gao Jian Min
oood
Director

oo
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY ZZ & Z 2 B3R &K

For the year ended 31 December 2006
ooooooooooooooooon

Attributable to equity holders of the Company

KLARAREABERR
Convertible
notes
equity Asset Capital
reserve  revaluation  redemption Minority
Share Share [k reserve reserve Other  Translation Retained interests Total
capital premium 28 BE Ex reserve reserve profits Total HE equity
BE RitEE  RARE EffdR RORE EhEE EiXRE REEH ai ey Ragg
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooa ooa ooa 0oa ooa ooa 0oa 0oa ooa ooa 0oa
At 1 January 2005 0000000000 361,734 1,957,757 20,150 13763 - £05 1994 994,132 3,340,135 138,180 3478315
Exchange difference arising
on translation of foreign oooooooo
operations ooooa - - - - - - 2,143 - 2,143 1,291 23,434
(Gain on revaluation of oooooo
leasehold properties ooooo - - - 5,063 - - - - 5263 - 5,063
Deferred tax liailty arising 0o0oooooaon
on revaluation of oooooo
leasehold propertes = = = (539) = = = = (639) = (639)
Share of reserve of associates 00000000 = = = = = = 4,801 = 4,801 = 4,801
Net income recognised oopoooo
directly in equity ooooo - - - 5,124 - - 20,044 - 32,008 1,091 33,359
Profit for the year ooaoo - - - - - - - 724,054 124,054 5112 129,168
Total recognised incomg and 00000000
expenses for the year oooo = = = 5124 = = 26944 124,004 756,122 £,408 162,525
Share repurchase oooo
— repurchase of -00
ordinary shares ooo (13,992) - - - - - - - (13,992) - (13992)
— premium on repurchase —000oo
of shares 00 - - - - - - - (151,309) (151,309) - (151,309)
— transfer -00 - - - - 13,992 - - (18,992) - - -
Dividend 0o - - - - - - - (87,934) (87,934) - (87,934)
Acquisition of additional equty 000000000
interest in a subsiciary gooooa = = = = = = = = = (8¢,914) (62,914)
At 31 December 2005 gooooo
ooooooo 331,742 1,957,787 20,150 18,687 13992 £05 26,938 1,404,951 3,843,022 55,009 3,808,891
At 1 January 2008 0000000000 337,742 1,957,757 20,150 18,887 13,992 205 28938 1,424,951 3,843,022 55,029 3,808,091
Exchange difference arisingon 000000
translation of foreign ooooo
operations 00 - - - - - - 97817 - 97817 303 98,180
(Gain on revaluation of gooooo
leasehold properties noooo - - - €,733 - - - - £,733 - 6,733
Deferred tax labilty arisngon ~ DO0000CD
revaluation of leasehold ooooooo
properties - - - (768) - - - - (76t - (768
Share of reserve of associates OOOOOO00 - - - - - - 15,745 - 15,745 - 15,745
Net income recognised oooooooo
directly in equity 00ao - - - 597 - - 13,822 - 119,589 303 119,892
Proft for the year oooa - - - - - - - 494,757 494,757 10,740 505,497
Total recognised income and 00000000
expenses for the year oooo - - - 5,987 - - 118,622 494757 14,34 11,043 25,389
Issue of shares oooo
— Upon exercise of —00o
share options noo £,400 19,680 - - - - - - 25,980 - 25,980
— upon conversion of —000oo
convertile note ooag 20,000 200,000 (10,075) - - - - 5,821 2574 - 15,74
Share issed expenses oooooo - 50 - - - - - - (50) - (50)
Transfer 00 - - (10,075) - - - - 10,075 - - -
Dividend 0o - - - - - - - (108,403) (108,403) - (108,403)
Acquisition of additional equty 000000000
Interest in a subsiciary oooooo - - - - - - - - - (60.451) (60451)
At 31 December 200¢ gooooo
0oooooo 34,142 277,281 - 24,854 13,992 205 142,580 1,867,201 4,590,841 168,201 408,902
Note: Certain figures are regrouped and restated to conform to the oooooooooo0oooooooOooon

presentation of the consolidated statement of changes in
equity for year ended 31 December 2005.

gooooooooobOoOOoOooooao
goooooOooooOoOooo



CONSOLIDATED CASH FLOW STATEMENT O OO OO DOO

For the year ended 31 December 2006
oooooooooooooOooo

2006 2005
ZBERF ooooo
Note HK$°000 HK$°000
oo FET ooao
Operating activities mEEK
Priu% aaln ooooo 611,421 818,445
Adje _ln__.3r ooo
Sﬂ;; e e a,awﬁla‘ oooooooao (73,492) (82,237)
Sna el ain_y. oooooooo
@ m;w‘ 1 oooo (8,359)
alr anorra%&m‘ ooooo
4ne nk ooono 1,371 1,371
clal’n ’. r"r%, an__. oooooo
ane W ln__ DooO 7,462 7,159
Finapcll ¢~ oooo 53,505 59,841
Divieline mﬁ rr |L ‘sunl_;; oooooooao (188) (1,889)
InMM e’ oooo (72,989) (563,395)
D c3vn_2n acdel 150 . adeiloa DoOoOoOOOoOO
‘Jw_;uﬁ 40 a b yeary
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CONSOLIDATED CASH FLOW STATEMENT O O D OO OQOO

For the year ended 31 December 2006
oooooooooooooooo

2006 2005
ZEERF ooooo
Note HK$’000 HK$°000
oo FET ooo
F_4Na caﬂ,""bl’] 00000000 OOn
r L?r‘nﬁ_g,a (4e m| ca la_ ooo0oo 357,227 273,438
6.1 agdv 10 oooooo
, olj,, _ ¥ 00000 - (527,446)
R‘c’ .4 ,l ]. a«l.;,_,q oooooo 352,051 80,643
Inc a‘ n mm ;‘ oooao (57) (107)
cl “q(lﬂC,a“)alﬂ _CK O00oOO0O0Ooooo
% !i 66,491 (191,637)
chmaum, m 10oooa
n‘ 0- r a0 N__ve Oooooo 351,383 (2683,023)
o a m %l‘g‘ ab ooooocooaon 1,195 11,966
car‘g{‘, a)uno O00oDO0oooooo
nﬁm. ngr, iwab‘ e ooooooon 49,349 (15,221)
Inc a bam ba ana gooooooo (263,271) (84,231)
‘i}( ‘u‘%;m 30 ayab‘ e O00o00oO0ooooaon 65,617 (85,861)
Cl no‘ naocrua ey goooooooOoOoo
rran“rrn onycrrany ooooao
J‘ oooooo (7,809) 47,344
chx J‘).mc?‘a‘m aocru‘o cnar‘(\a oooooooooooan
’ o 7 1eand Tl ayab 000000 OoOooO (128,085) 161,567
Can ‘r]ra]iw’rr (u]o’ n)"4Nar’n 000000000000 844,091 (542,568)
Inw ale oooo (47,920) (47,840)
PRC En¥¢. rl,‘qmc’rr‘ a_ al OO0O0o0O0OoOOooO (1,157) (772)
V\]_Qaﬁ.qf)rr (vln' n) ” 4Na1g, aom,l,g; 0000000000000 0 795,014 (591,180)
Investing activities REXK
Prc'go»anu).@ ooooon
m "‘14 _ALNJ!,»: oo0oOo - 10,700
PurcmiL’c 4Ny, an__ ooooooao
ano%dw rr n ooo (3,006) (5,722)
Dmo ne ]g 0. a_nGl O0O0O0oO0oOooao 52,000 50,000
Dwu m \]. o | izwul,w ooo0oOooooo 188 1,889
oooo 60,302 53,395
Jagﬁn,raohuém gooooo
“onM_cln__. oo - (44,499)
Advan __a,:&la oooooooooa (516,187) (206,478)
ayrr®n__. arrunw‘rrr goooooooooao
241,753

arinycn
onana hc‘ i‘ih

oooooo

(29,930)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSO O O O O QO Qdd

For the year ended 31 December 2006
ooooooooooooooooon

General

The Company is a public limited company incorporated
in Hong Kong and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are
disclosed in the section headed “Corporate
Information” in this report.

The consolidated financial statements are presented
in Hong Kong dollars which is the same as the
functional currency of the Company.

The Company is an investment holding company and
engaged in property investment and securities trading.
The Company and its subsidiaries are principally
engaged in property investment, other investments and
distressed assets business. Details of the principal
activities of the Company’s subsidiaries, the Group’s
associates and jointly controlled entity are set out in
note 56.

Application of Hong Kong Financial
Reporting Standards

In the current year, the Group has applied, for the first
time, a new standard, and a number of new
amendments and interpretations (“new HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) which are either effective
for accounting periods beginning on or after 1
December 2005 or 1 January 2006. The adoption of
the new HKFRSs had no material effect on how the
results and financial position for the current or prior
accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been
required.

ogooad
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS O O O 0O 0O O 4dd

For the year ended 31 December 2006
oooooooooOooooOoooo

2. Application of Hong Kong Financial 2. doooooododooo

Reporting Standards (Continued)

ooooOoOoooobDooooon
obooobooooooooo
ooobOoOoooobooooon
ooooooooo

The Group has not early applied the following new
standards, amendments and interpretations that have
been issued but are not yet effective. The Directors
anticipate that the application of these new standards,

amendments and interpretations will have no material oooono
impact on the results and financial position of the oo
Group.
HKAS 1 (Amendment) Capital disclosures? oooooooio oooot
ooooo
HKFRS 7 Financial instruments: oooooo goooooot
disclosures? ooovd
HKFRS 8 Operating segments? oooooo 0o 3
00080
HK(IFRIC)-INT 7 Applying the restatement oooooon oooooo
approach under ooooa 029000
HKAS 29 Financial ooo oooooooo
Reporting in oooovd ooooao
Hyperinflationary goooos
Economies?®
HK(IFRIC)-INT 8 Scope of HKFRS 24 ooooooo 0o0o0oO0ooo
oooooooo 0200004
ooooso
HK(IFRIC)-INT 9 Reassessment of 0oooooooo oOooooooos
embedded derivatives® oooooo
oooooed
HK(IFRIC)-INT 10 Interim financial reporting oooooooooO oOoooooooos
and impairment® oooooo
oo0o0io0
HK(IFRIC)-INT 11 HKFRS 2 — Group and 000000000 QoOoOOoOOOoO
treasury share oooooo 020000
transactions’ 0000110 oooo?
HK(IFRIC)-INT 12 Service concession ooooooboo O g
arrangements? oooooo

0000120
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTSO O O O O QO Qdd

For the year ended 31 December 2006
ooooooooooooooooon

2.

Application of Hong Kong Financial
Reporting Standards (Continued)

= Effective for annual period beginning on or after 1
January 2007.

2 Effective for annual period beginning on or after 1
January 2009.

S Effective for annual period beginning on or after 1
March 2006.

4 Effective for annual period beginning on or after 1
May 2006.

3 Effective for annual period beginning on or after 1
June 2006.

g Effective for annual period beginning on or after 1
November 2006.

! Effective for annual period beginning on or after 1
March 2007.

& Effective for annual period beginning on or after 1

January 2008.

Significant accounting policies

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

The consolidated financial statements have been
prepared on the historical cost basis, except for
properties and certain financial instruments, which are
measured at revalued amounts or fair values. The
principal accounting policies adopted are as follows:

Basis of consolidation

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

doooooododooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS U O 0O 0O 0O 0O 0O O

For the year ended 31 December 2006
oooooooooOooooOoooo

3.

Significant accounting policies (Continued)

Goodwill (Continued)

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

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

Investments in subsidiaries

Investments in subsidiaries are stated in the Company’s
balance sheet at cost less any identified impairment
loss. Income from investments in subsidiaries is
accounted for by the Company when the Company’s
right to receive the dividend payment has been
established.
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For the year ended 31 December 2006
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3. Significant accounting policies (Continued)

Investments in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary
nor an interest in joint venture.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the
equity method, investments in associates are carried
in the consolidated balance sheet at cost as adjusted
for post-acquisition changes in the Group’s share of
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS U O 0O 0O 0O 0O 0O O

For the year ended 31 December 2006
oooooooooOooooOoooo

3.

Significant accounting policies (Continued)

Joint ventures

Jointly controlled entities

Joint venture arrangements that involve the
establishment of a separate entity in which venturers
have joint control over the economic activity of the
entity are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in jointly
controlled entities are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of net assets of the
jointly controlled entities, less any identified impairment
loss. When the Group’s share of losses of a jointly
controlled entity equals or exceeds its interest in that
jointly controlled entity (which includes any long-term
interests that, in substance, form part of the Group’s
net investment in the jointly controlled entity), the Group
discontinues recognising its share of further losses.
An additional share of losses is provided for and a
liability is recognised only to the extent that the Group
has incurred legal or constructive obligations or made
payments on behalf of that jointly controlled entity.

When a group entity transacts with a jointly controlled
entity of the Group, unrealised profits or losses are
eliminated to the extent of the Group’s interest in the
jointly controlled entity, except to the extent that
unrealised losses provide evidence of an impairment
of the asset transferred, in which case, the full amount
of losses is recognised.
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3.

Significant accounting policies (Continued)
Investment properties
On initial recognition, investment properties are

measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
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3.

Significant accounting policies (Continued)

Property, plant and equipment (Continued)

Any revaluation increase arising on revaluation of land
and buildings is credited to the asset revaluation
reserve, except to the extent that it reverses a
revaluation decrease of the same asset previously
recognised as an expense, in which case this surplus
is credited to the consolidated income statement to
the extent of the decrease previously charged. A
decrease in net carrying amount arising on revaluation
of an asset is charged to the consolidated income
statement to the extent that it exceeds the balance, if
any, on the asset revaluation reserve relating to a
previous revaluation of that asset. On the subsequent
sale or retirement of a revalued asset, the attributable
revaluation surplus is transferred to retained profits.

Depreciation is provided to write off the cost or fair
value of property, plant and equipment over their
estimated useful lives, using the straight line method
on the following basis:

Leasehold land and Over the unexpired

buildings lease term
Leasehold improvements 3 years
Furniture and fixtures 10 years
Office equipment 5 years

Motor vehicles 6-10 years

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated
income statement in the year in which the item is
derecognised.
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3.

Significant accounting policies (Continued)

Non-current assets held for sale

Non-current assets and disposal groups are classified
as held for sale if their carrying amount will be
recovered principally through a sale transaction rather
than through continuing use. This condition is regarded
as met only when the sale is highly probable and the
assets (or disposal groups) is available for immediate
sale in its present condition.

Non-current assets and disposal group classified as
held for sale are measured at the lower of the assets’
(or disposal groups’) previous carrying amount and
fair value less costs to sell.

Stock of properties

Stock of properties represents properties under
development for sale and properties held for sale.

The carrying value of properties under development
comprises the land cost together with development
expenditure, which includes construction costs,
capitalised interest and ancillary borrowing costs, less
impairment losses. The stock of properties are stated
at the lower of cost and net realisable value.
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3. Significant accounting policies
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3.

Significant accounting policies (Continued)
Revenue recognition (Continued)

Rental income under operating leases is recognised
on a straight line basis over the term of the leases.

Dividend income from investments is recognised when
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3. Significant accounting policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Financial assets at fair value through profit or loss
(Continued)

A financial asset other than a financial asset held for
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3.

Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

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 interest in distressed assets, loan
receivables, trade receivables, deposits and other
receivables, amounts due from associates, amount due
from a jointly controlled entity, amounts due from
subsidiaries, restricted bank balance and bank
balances) are carried at amortised cost using the
effective interest method, less any identified impairment
losses. An impairment loss is recognised in profit or
loss when there is objective evidence that the asset is
impaired, and is measured as the difference between
the asset’s carrying amount and the present value of
the estimated future cash flows discounted at the
original effective interest rate. Impairment losses are
reversed in subsequent periods when an increase in
the asset’s recoverable amount can be related
objectively to an event occurring after the impairment
was recognised, subject to a restriction that the
carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost
would have been had the impairment not been
recognised.
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3. Significant accounting policies (Continued) 3. oooooad

Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

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

periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the group after
deducting all of its liabilities. The Group’s financial
liabilities are generally classified into financial liabilities
at fair value through profit or loss and other financial
liabilities. The accounting policies adopted in respect
of financial liabilities and equity instruments are set

out below.
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3. Significant accounting policies (Continued) 3. Ooo0o00oooo

Financial instruments (Continued) ooooood

Financial liabilities and equity (Continued) Oooooooooon

Convertible note at fair value through profit or loss oooooooooooooonn
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Financial liabilities at fair value through profit or loss
has two subcategories, including financial liabilities held
for trading and those designated at fair value through
profit or loss on initial recognition.

ooobOoOoooobooooon
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A financial liability other than a financial liability held
for trading may be designated as at fair value through
profit or loss upon initial recognition if:

such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

the financial liability forms part of a group of
financial assets or financial liabilities or both,
which is managed and its performance is
evaluated on a fair value basis, in accordance
with the Group’s documented risk management
or investment strategy, and information about
the grouping is provided internally on that basis;
or

it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset or
liability) to be designated as at fair value through
profit or loss.
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3.

Significant accounting policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Convertible note at fair value through profit or loss
(Continued)

Convertible notes that will be settled other than by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments are financial liabilities with embedded
derivatives.

The convertible note with embedded derivatives whose
economic risks and characteristics are not closely
related to those of the host contract (the liability
component) as a whole is designated as financial
liabilities at fair value through profit or loss on initial
recognition.

Transaction costs that are directly attributable to the
issue of the convertible notes designated as financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

At each balance sheet date subsequent to initial
recognition, financial liabilities at fair value through profit
or loss and the entire convertible note with embedded
derivatives are measured at fair value, with changes in
fair value recognised directly in profit or loss in the
period in which they arise.
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3.

Significant accounting policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Other financial liabilities

Other financial liabilities including borrowings, bank
overdrafts, trade payables, accrued charges, rental
deposits and other payables, accruals for management
fee to holding company of a shareholder, loan from a
shareholder, amounts due to subsidiaries and amounts
due to associates 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.

Convertible notes

Convertible notes issued by the Group that contain
both the liability and conversion option components
are classified separately into respective items on initial
recognition. Conversion option will be settled by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is classified as an equity instrument.
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3.

Significant accounting policies (Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Convertible notes (Continued)

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest rate of similar non-convertible debts. The
difference between the proceeds of the issue of the
convertible notes and the fair value assigned to the
liability component, representing the conversion option
for the holder to convert the notes into equity, is
included in equity (convertible notes equity reserve).

In subsequent periods, the liability component of the
convertible note is carried at amortised cost using the
effective interest method. The equity component,
represented by the option to convert the liability
component into ordinary shares of the Company, will
remain in convertible notes equity reserve until the
embedded option is exercised (in which case the
balance stated in convertible notes equity reserve will
be transferred to share premium). Where the option
remains unexercised at the expiry date, the balance
stated in convertible notes equity reserve will be
released to the retained profits. No gain or loss is
recognised in profit or loss upon conversion or
expiration of the option.

Transaction costs that relate to the issue of the
convertible notes are allocated to the liability and equity
components in proportion to the allocation of the
proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included
in the carrying amount of the liability portion and
amortised over the period of the convertible notes using

ised ov07JT088n7wa Ee periotliability 1 issue 0al5TDthe li4ds eaa50nv0223 Tc048928 Tw(w(isArectly o equitquity)[i9
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3.

Significant accounting policies (Continued)

Financial instruments (Continued)

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of
a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration
4

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged,
cancelled or expired. The difference between the
carrying amount of the financial liability derecognised
and the consideration pai4 and payable is recognised

in profit or loss.
Borrowing costs
All borrowing costs are recognised as and included in

finance costs in the consolidated income statement in
the period in which they are incurred.
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3.

Significant accounting policies (Continued)

Impairment (other than goodwill)

At each balance sheet date, the Group reviews the
carrying amounts of its tangible 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, unless the
relevant asset is carried at a revalued amount under
another standard, in which case the impairment loss
is treated as a revaluation decrease under that
standard.

Where an impairment loss subsequently reverses, the
carrying amount of the assets 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, unless the relevant
asset is carried at a revalued amount under another
standard, in which case the reversal of the impairment
loss is treated as a revaluation increase under that
standard.

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 net profit as
reported in the consolidated income statement because
it excludes items of income or expense that are taxable
or deductible in other years, and it further excludes
items of income or expense that are never taxable or
deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or
substantially enacted by the balance sheet date.
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3. Significant accounting policies (Continued)
Taxation (Continued)

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying
amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases
used in the computation of taxable profit, and is
accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences, and deferred tax assets
are recognised to the extent that it is probable that
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3. Significant accounting policies (Continued)

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
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3.

Significant accounting policies (Continued)

Foreign currencies (Continued)

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 Group (i.e. Hong Kong
dollars) at the rate of exchange prevailing at the balance
sheet date, and their income and expenses are
translated at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing
at the dates of transactions are used. Exchange
differences arising, if any, are recognised as a separate
component of equity (the translation reserve). Such
exchange differences are recognised in profit or loss
in the period in which the foreign operation is disposed
of.

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a foreign
operation on or after 1 January 2005 are treated as
assets and liabilities of that foreign operation and
translated at the rate of exchange prevailing at the
balance sheet date. Exchange differences arising are
recognised in the translation reserve.

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 consolidated income statement on a straight-line
basis over the term of the relevant lease.
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3.

Significant accounting policies (Continued)

Leasing (Continued)

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. Benefits received and receivable
as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Leasehold land and buildings

The land and building elements of a lease of land and
building are considered separately for the purpose of
lease classification, leasehold land which title is not
expected to pass to the lessee by the end of the lease
term is classified as an operating lease unless the lease
payments cannot be allocated reliably between the
land and building elements, in which case, the entire
lease is classified a finance lease.

Retirement benefit costs

Payments to the state-managed retirement benefit
schemes for staff in the People’s Republic of China,
excluding Hong Kong and Macau (the “PRC”) and to
the Mandatory Provident Fund Scheme for staff in Hong
Kong are charged as expenses when employees have
rendered service entitling them to the contributions.
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