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For the year ended 30 June 2006

GENERAL

The Company was incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The address of the registered office and principal place of
business of the Company are disclosed in Corporate Information

in the annual report.

The Company acts as an investment holding company. The
activities of its principal subsidiaries are property investment
and development.

The financial statements are presented in Hong Kong dollars,
which is also the functional currency of the Company.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
(“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) and
Interpretations (“INTs”) (hereinafter collectively referred to as
“new HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) that are effective for
accounting periods beginning on or after 1 January 2005. The
application of the new HKFRSs has resulted in a change in the
presentation of the consolidated income statement, consolidated
balance sheet and consolidated statement of changes in equity.
In particular, the presentation of minority interests has been
changed. The application of the new HKFRSs has resulted in
changes to the Group’s accounting policies in the following
areas that have an effect on how the results for the current and/or
prior accounting years are prepared and presented.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Business Combinations

In the current year, the Group has applied the transitional
provisions of HKFRS 3 “Business Combinations” to goodwill
acquired in business combinations for which the agreement date
was before 1 January 2005. The principal effects of the
application of transitional provisions of HKFRS 3 to the Group
are summarised below:

Goodwill

In previous years, goodwill arising on acquisitions before 1
January 2005 was capitalised and amortised over its estimated
useful life. The Group has applied the relevant transitional
provisions in HKFRS 3. With respect to goodwill previously
capitalised on the balance sheet, the Group on 1 July 2005
eliminated the carrying amount of the related accumulated
amortisation of HK$13,704,000 with a corresponding decrease
in the cost of goodwill (see note 20). The goodwill was fully
amortised prior to 1 July 2005 and is therefore not subject to
further impairment test. Comparative figures for 2005 have not
been restated. Goodwill arising on acquisition on or after 1
January 2005 is measured at cost less accumulated impairment
losses (if any) after initial recognition.

Excess of the Group’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (previously known as ‘negative
goodwill”)

In previous years, negative goodwill arising on acquisitions prior
to 1 July 2001 was held in reserves. In accordance with the
relevant transitional provisions in HKFRS 3, the Group
derecognised all negative goodwill of HK$1,538,000 on 1 July
2005, with a corresponding increase in the Group’s retained
profits.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Financial Instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and HKAS 39
“Financial Instruments: Recognition and Measurement”. HKAS
32 requires retrospective application. HKAS 39, which is
effective for accounting periods beginning on or after 1 January
2005, generally does not permit the recognition, derecognition or
measurement of financial assets and liabilities on a retrospective
basis. The application of HKAS 32 has had no material impact
on how financial instruments of the Group are presented for the
current and prior accounting periods. The principal effects
resulting from the implementation of HKAS 39 are summarised
below:

Classification and measurement of financial assets and financial

liabilities

The Group 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 1 July 2005 onwards, the Group 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 under
HKAS 39 are classified as “financial assets at fair value through

9 <

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)”. “Other financial liabilities” are carried at
amortised cost using the effective interest method after initial

recognition.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Financial Instruments (Continued)

Financial assets and financial liabilities other than debt and

equity securities (Continued)

Upon applying HKAS 39, the Group calculated the imputed
interest of interest free loan receivables. As a result, the carrying
amount of the loan receivables has been decreased by
HK$1,328,000 on 1 July 2005. Corresponding adjustment has
been made to the Group’s retained profits and minority interests
(see note 3 for financial impact).

SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

The effects of the changes in the accounting policies described
above on the results for the current and prior years are as
follows:

TRRNAE ZRE AR

2006 2005

W T T oo

HKS$’000 HK$’000
Al Ho A i A 2 4 K i EKOR Increase in imputed interest

B TS Ui A B8 T income on loan receivables

— B s g w5 E RIS 3098 included in other income

— HKAS 39 637 —

A AF BE i A 3 Increase in profit for the year 637 —
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3. GSTBOREHZIBEME @) 3. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

(Continued)
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The cumulative effects of the application of new HKFRSs as at
30 June 2005 and 1 July 2005 are summarised below:

A N
FATH & HZ W%
B RRIAE R R_BRHAE
AA=Z+H WA & ¥ it tH—H
(6 23) WHIGE3NE RIS 39%% (%))
As at 30 June
2005 Adjustments As at 1 July
(originally on adoption of 2005
stated) HKFRS 3 HKAS 39 (restated)
T T i T o W oo BT T
HK$’000 HK$°000 HK$°000 HK$’000
hEERYE Properties held for development 219,848 — — 219,848
A K i R 3K Loan receivables
— HR—ERAR — due after one year 7,147 — (529) 6,618
B R iR 3K Loan receivables
— HR—ERER — due within one year 8,167 — (799) 7,368
HEEMABZAEE Total effects on assets
and liabilities — (1,328)
1 8 i A Retained profits 128,926 1,538 (1,262) 129,202
SRR Negative goodwill 1,538 (1,538) — —
D BB RORE Minority interests — — (66) 30,622
itz v Total effects on equity — (1,328)
D WU SRR 4 Minority interests 30,688 — — —

JRE P A s o S o v )3 A 4 [ —
TRMAELHA — A 2 Wt < 5 5 B

The financial effects of the application of the new HKFRSs to
the Group’s equity on 1 July 2004 are summarised below:

I
LY
Filk el
Ji 2 5 e 5 15% x|
As originally Reclassification
stated HKAS 1 As restated
BT W T T BT
HK$°000 HKS$’000 HK$°000
b WO R Minority interests — 28,146 28,146
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POTENTIAL IMPACT ARISING ON THE NEW
OR REVISED ACCOUNTING STANDARDS
NOT YET EFFECTIVE

The Group has not applied early the following new or revised
standards, amendments and interpretations that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new or revised standards,
amendments and interpretations which have not been applied
early by the Group. Except for the impacts of HKAS 21
(Amendment) “Net investment in a foreign operation”, which
relates to inter-company loans which form part of net investment
in a foreign operation, HKAS 39 & HKFRS 4 (Amendments)
“Financial guarantee contracts”, which requires recognition of
financial guarantee at fair value on initial recognition, the Group
anticipates that the applications of the other new or revised
standards, amendments and interpretations would not have
significant impact on the financial statements of the Group. The
Group is in the midst of determining the impact of the
amendments to HKAS 21 and HKAS 39.

HKAS 1 (Amendment) Capital disclosures!

HKAS 21 (Amendment) Net investment in a foreign operation’

HKAS 39 (Amendment) Cash flow hedge accounting of forecast

intragroup transactions’

HKAS 39 (Amendment) The fair value option

HKAS 39 & HKFRS 4 Financial guarantee contracts’

(Amendments)
HKFRS 6 Exploration for and evaluation of mineral
resources’
HKERS 7 Financial instruments: Disclosures'
HK(IFRIC) — INT 4 Determining whether an arrangement contains
a lease’

HK(IFRIC) — INT 5 Rights to interests arising from decommissioning,
restoration and environmental rehabilitation
funds?

HK(IFRIC) — INT 6 Liabilities arising from participating in a specific
market — waste electrical and electronic
equipment®

Applying the restatement approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies*

HK(IFRIC) — INT 7
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POTENTIAL IMPACT ARISING ON THE NEW
OR REVISED ACCOUNTING STANDARDS
NOT YET EFFECTIVE (Continued)

HK(IFRIC) — INT 8 Scope of HKFRS 2°

HK(IFRIC) — INT 9 Reassessment of embedded derivatives®

HK(IFRIC) — INT 10 Interim Financial Reporting and Impairment’

! Effective for annual periods beginning on or after 1 January 2007.
Effective for annual periods beginning on or after 1 January 2006.
Effective for annual periods beginning on or after 1 December 2005.
Effective for annual periods beginning on or after 1 March 2006.
Effective for annual periods beginning on or after 1 May 2006.
Effective for annual periods beginning on or after 1 June 2006.

7 Effective for annual periods beginning on or after 1 November 2006.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under
the historical cost basis except for investment properties and
certain financial instruments, which are measured at fair values,
as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition,
the 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.

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 made up to the effective date of
disposal, as appropriate.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with those used by other members of the Group. All inter-
company transactions and balances within the Group have been
eliminated on consolidation. Minority interests in the net assets
of consolidated subsidiaries are presented separately from the
Group’s equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of the original
business combination and the minority’s share of changes in
equity since the date of the combination. Losses applicable to
the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover

the losses.

Goodwill

Goodwill arising on acquisitions prior to 1 January 2005

Goodwill arising on acquisition of a subsidiary for which the
agreement date is before 1 January 2005 represents the excess of
the cost of acquisition over the Group’s interest in the fair value
of the identifiable assets and liabilities of the relevant subsidiary
at the date of acquisition. For previously capitalised goodwill,
the Group has fully amortised such goodwill prior to 1 July
2005.

Goodwill arising on acquisitions on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is on or after 1 January 2005 represents the
excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant subsidiary at the date of acquisition.
Such goodwill is carried at cost less any accumulated
impairment losses. Capitalised goodwill arising on an
acquisition of a subsidiary is presented separately in the
consolidated balance sheet.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

Goodwill arising on acquisitions on or after 1 January 2005
(Continued)

For the purposes of impairment testing, goodwill arising from an
acquisition of a subsidiary 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.

Excess of an acquirer’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (‘“Discount on acquisition”)

A discount on acquisition arising on an acquisition of a
subsidiary for which an agreement date is on or after 1 January
2005 represents the excess of the net fair value of an acquiree’s
identifiable assets, liabilities and contingent liabilities over the
cost of the business combination. Discount on acquisition is
recognised immediately in profit or loss.

As explained in note 2 above, all negative goodwill as at 1 July
2005 has been derecognised with a corresponding adjustment to
the Group’s retained profits.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties

Investment property including land under operating lease
arrangements, which is property held to earn rentals and/or for

capital appreciation.

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

Prepaid lease payments on land use rights

Prepaid lease payments on land use rights are stated at cost less
subsequent accumulated amortisation and any accumulated
impairment losses. The costs of prepaid lease payments on land
use rights are amortised on a straight line basis over the shorter
of the relevant land use right or the operation period of the
relevant company.

Properties under development and properties held for sale

Properties under development which are developed for sale are
classified under current assets and stated at the lower of cost and
estimated net realisable value. Cost comprises the property
interest in leasehold land and development costs including
attributable borrowing costs capitalised. Completed properties
are transferred to “Properties held for sale”. Properties held for
sale are stated at the lower of cost and net realisable value.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of
those assets. Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalised.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowing costs (Continued)

All other borrowing costs are recognised in profit and loss in the

period in which they are incurred.

Taxation

Taxation 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 the 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 consolidated income statement items that
are never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or

substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

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

all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited in profit or loss,
except when it relates to items charged or credited directly to

equity, in which case the deferred tax is also dealt with in equity.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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.

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.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in its
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the balance
sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
as profit or loss in the period in which they arise. Exchange
differences arising on the retranslation of non-monetary items
carried at fair value are included as profit or loss for the period.

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 translation
reserve). Such exchange differences are recognised as profit or
loss in the period in which the foreign operation is disposed of.
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For the year ended 30 June 2006

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on or
after 1 July 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. As mentioned in
note 2, goodwill and fair value adjustments arising on
acquisitions of foreign operations prior to 1 July 2005 are treated
as non-monetary foreign currency items of the acquirer and
reported using the historical exchange rate prevailing at the date
of the acquisition.

Retirement benefits costs

Payments to defined contribution retirement benefits plans in
Hong Kong and the People’s Republic of China and the
Mandatory Provident Fund Scheme (the “MPF Scheme”) are
charged as an expense as they fall due.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated balance sheet when the Group becomes a party to
the contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the
financial assets and 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 as profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial assets

The accounting policies adopted in respect of the Group’s
financial assets 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 loan receivables,
trade and other receivables, amounts due from minority
shareholders, bank deposits and bank balances) are carried at
amortised cost using the effective interest method, less any
identified impairment loss. An impairment loss is recognised as
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.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and bank
deposits with maturity of three months or less.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by 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 accounting
policies adopted for specific financial liabilities and equity

instruments are set out below.

Borrowings

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

Other financial liabilities

Other financial liabilities including trade and other payables,
bank loans, amount due to a related company and loan from a
related company 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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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable for goods and services provided in the
normal course of business, net of discounts and sales related

taxes.

Sales of properties

Revenue from sale of properties in the ordinary course of

business is recognised when all of the following criteria are met:

. the significant risks and rewards of ownership of the
properties are transferred to buyers;

. neither continuing managerial involvement to the degree
usually associated with ownership nor effective control
over the properties are retained;

o the amount of revenue can be measured reliably;

. it is probable that the economic benefits associated with

the transaction will flow to the Group; and

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

Payments received from purchasers prior to this stage are

recorded as pre-sales deposits under current liabilities.

Others

Rental income from operating leases is recognised in the income
statement 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
estimated future cash receipts through the expected life of the

financial asset to that asset’s net carrying amount.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Others (Continued)

Port operating income is recognised when the services are
rendered.

Dividend income from investments is recognised when the
Group’s right to receive payment has been established.

Properties held under development

Properties held under development represents prepaid lease
payments of land use rights and direct reclamation and related
costs.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent
accumulated depreciation and accumulated impairment losses, if
any.

Depreciation is provided to write off the cost of property, plant
and equipment over their estimated useful lives using the
straight line method.

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

Impairment (other than goodwill)

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

expense immediately.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment (other than goodwill) (Continued)

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.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

The Group makes estimates and assumptions concerning the

future in preparing accounting estimates. The resulting
accounting estimates may not equal to the actual results. The key
estimates and assumptions that may have a significant risk of
causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are discussed as

below.

Allowance of doubtful debts

The Group makes allowance for doubtful debts based on an
assessment of the recoverability of loan receivables, trade and
other receivables.

Allowances are applied to loan receivables, trade and other
receivables where events or changes in circumstances indicate
that the balances may not be collectible. The identification of
doubtful debts requires the use of judgement and estimates.
Where the expectation on the recoverability of loan receivables,
trade and other receivables is different from the original
estimate, such difference will impact the carrying value of loan
receivables, trade and other receivables and doubtful debts
expenses in the periods in which such estimate has been
changed.
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For the year ended 30 June 2006

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include receivables,
bank balances, pledged deposits, payables and loans. Details of
these financial instruments are disclosed in respective notes. The
risks associated with these financial instruments and the policies
on how to mitigate these risks are set out below. The Group
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

(a) Market risk
(i)  Foreign currency risk

The Group has minimal exposure to foreign
exchange fluctuations as most of the Group’s
transactions, assets and liabilities are denominated in
the functional currencies of the respective Group’s

entities.
(ii)  Interest rate risk

The Group’s cash flow interest rate risk relates
primarily to the Group’s deposits at floating rates.
Management monitors the related cash flow interest
rate risk exposure closely and will consider hedging
significant cash flow interest rate risk exposure
should the need arise.

The Group’s exposure to fair value interest rate risk
is minimal as majority of the Group’s deposits are at
floating interest rates.
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7.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

(b)

()

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
in relation to each class of recognised financial assets is
the carrying amount of those assets as stated in the
consolidated balance sheet. In order to minimise credit
risk, the Group has policies in place for determination of
credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt, loan
receivable and other receivable from home buyer 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 credit risk
is significantly reduced. The Group’s concentration of
credit risk by geographical locations is mainly in Beijing,
the PRC.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit-ratings assigned

by international credit-rating agencies.

Liquidity risk

The Group’s objective is to maintain a balance between
the continuity of funding and the flexibility through the
use of bank loans and overdrafts. In addition, banking
facilities have been put in place for contingency purposes.

92




Dynamic Holdings Limited Annual Report 2005-2006

N B 5 S TEL B 3

Notes to the Financial Statements (continued)

WE —FENEAA =B IR
For the year ended 30 June 2006

8. EH KM IB 8. BUSINESS AND GEOGRAPHICAL SEGMENTS
ES TPy Business segments
SR NE B o AN SR B H A4 AL SR For management purposes, the Group is currently organised into
BHA — YN - WEME K three operating divisions — property sales, property rental and
PR o A SR 2 3250 e R & 1 port operations. These principal operating activities are the basis
DL bl 3 B AR08 SE 0 S R o on which the Group reports its primary segment information.
FHEEHEHNWT - Principal activities are as follows:
WEME — HEALEBRZYE Property sales — sales of properties developed by the Group
WEME — HEYE Property rental — leasing of investment properties
WHEE — W OESE Port operations — operations of the port
ARAMEER 2 A HEREHMWT - Segment information about these businesses is presented below:
LB 1 /BTN i 1 A &
Property sales Property rental Port operations Consolidated
ZEEAE CEZTHF ZEIAE SETHE ZERANFE ZETNE ZEEANE _FFLE
2006 2005 2006 2005 2006 2005 2006 2005
EWFE W TC  BEFX  EWTC  BEFX  EWTC  B¥TL EETX
HKS$°000 HK$’000 HKS$°000 HK$’000 HKS$°000 HKS$’000 HKS$°000 HKS$’000
BEW TURNOVER
$OM G B External sales 139,187 76,468 14,187 30,562 18,095 19,909 171,469 126,939
Vs E3 SEGMENT RESULT 23,685 4,661 143,429 108,119 1,078 6,164 168,192 118,944
RO EE A A Unallocated other income 1,628 3
RO T Unallocated corporate
B3l expenses (16,754)  (12,566)
il B A Finance costs (1,014) (783)
e — T B Gain on dissolution of
WA Z IR a subsidiary = 1,640
Wi Bl i A Profit before taxation 152,052 107,238
BLIA Taxation (20,597) (12,561)
AR T i A Profit for the year 131,455 94,677
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8. BB RIW MW ) 8. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
EHW Iy () Business segments (Continued)
HEAEE BALANCE SHEET
mENH LB N5 i 1A A
Property sales Property rental Port operations Consolidated
ZEENE CEEHT ZEEAE CTZTHFE ZEEANE CZTHFE ZEEAE FTLF
2006 2005 2006 2005 2006 2005 2006 2005
BYTFL  BEFr  BWTL  BEFr  B¥TL  EEFr BETIL B¥FT
HK$°000 HK$'000 HK$°000 HK$'000 HK$°000 HKS$'000 HK$°000 HKS$'000
jid: ASSETS
NEERE Segment assets 493,855 548,454 487,327 500,837 267,455 258,575 1,248,637  1307.866
KABAFEE Unallocated corporate assets 30,909 21315
HEEEMBHA Consolidated total assets 1,279,546 1,329,181
£l LIABILITIES
AEAE Segment liabilities 93,017 108,265 27,206 8,648 14,359 13,674 134,582 130,587
M|ATHHK Bank loans — 223,174
K — A Loan from a related
YNCIPA ¢ company — 68,620
E N WNCIEE Unallocated corporate
liabilities 83,472 44,981
GAEAEAH Consolidated total liabilities 218,054 467,362
H ity EHf OTHER INFORMATION
LR WER PR S KA R
Property sales Property rental Port operations Unallocated Consolidated
CERNE CETRE CRERE CETLE CRFNE CTTHE CERNE CETHE CFR0E SITAE
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
EWTL T EHTL T EWTL T EHTL ERT T EWTL T
HK$000 HK$000 HE$000 HKS$'000 HE$000 HKS$'000 HE$000 HKS$'000 HE$000 HKS$'000
WAL Capital expenditures 1,786 123 456,816 — 1,878 6,137 795 24 461,275 6,284
g Depreciation 355 409 = — 1,270 1,152 155 32 1,780 1,593
RIRHEM Allowance for doubtful
debts = 3 = 167 4 2 = 452 4 653
B Amortisation of
goodwill — 161 — — — — — — — 161
HEMEZ  Increase in fair value
AT of investment
o properties — — 132,000 80,000 — — — — 132,000 80,000

94




Dynamic Holdings Limited Annual Report 2005-2006

| Ht 75 T TEL RS 3
otes to the Financial Statements (continued)

WE —FENEAA =B IR
For the year ended 30 June 2006

8. BB BB ) 8. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
b 3R 4y 38 Geographical segments
RGN B A 4R [ e SR S OR 2% e The following table provides an analysis of the Group’s sales by
i IR A UR) W 4> 2 B AT geographical market, irrespective of the origin of the goods/
services:
e WM 8 2 2 B R i B i i
Turnover by Profit
geographical market before taxation
CERNE CRTHE DRBEAE CELRAF
2006 2005 2006 2005
#EWTI T T W T T T
HKS$’000 HK$°000 HKS$’000 HK$°000
TR ([Fik]) Hong Kong Special Administrative Region
(“Hong Kong”) 14,187 30,562 143,429 108,119
CiE NP R R R Other regions in the People’s Republic of China
(T E ) (“PRC”) 157,282 96,377 24,763 10,825
171,469 126,939 168,192 118,944
R4 B AR A Unallocated other income 1,628 3
¥ NGB Unallocated corporate expenses (16,754) (12,566)
fill A Finance costs (1,014) (783)
i el VAP & Gain on dissolution of a subsidiary — 1,640
B B 11 1 A Profit before taxation 152,052 107,238
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8. W MBI (4

Wy ()

T AR AL B A A U
TG 58 ) SE R T (L ~ W36 ~ HRAS Bk

i B RO S ) SEE AR

8. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Geographical segments (Continued)

The following is an analysis of the carrying amount of segment
assets and properties held for development, additions to
property, plant and equipment, additions to property interest
analysed by the geographical area in which the assets are

located:
08 O R BREE Bk BB ARG 8 ¥ 2
Carrying amount Additions to
Carrying amount of properties held property, plant Additions to
of segment assets for development and equipment property interest
ZEEAE CEZTHF ZEIAE CEFTHE ZERANFE ZETNE ZEEANE SFFLE
2006 2005 2006 2005 2006 2005 2006 2005
EWFLE W TC  #EFX EWTC  BEFX  EWTC  B¥TL  EET
HKS$°000 HK$’000 HKS$°000 HK$’000 HKS$°000 HKS$’000 HKS$°000 HKS$’000
& Hong Kong 40,561 507,203 — — 799 24 — —
i PRC 1,226,422 807,029 225,654 219,848 2,103 697 456,816 —
1,266,983 1314232 225,654 219,848 2,902 71 456,816 —
RO G Unallocated assets 12,563 14,949
1,279,546 1,329,181
9. JAbA 9. OTHER INCOME
e 2 2% “ETRAF
2006 2005
W T L T T
HK$°000 HK$’000
|ATHLE WA Bank interest income 5,432 1,366
R g Exchange gain 49 —
B R ME i BE 2 2 AR E R BoU A Imputed interest income on
loan receivables 637 —
LSRN Sundry income 5,846 3,144
11,964 4,510
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10. ¥ AR 10. FINANCE COSTS
“RENE “ERHAF
2006 2005
T T T
HK$’000 HKS$’000
N AR R RE Interest on bank borrowings
SRAT 1 £ RS wholly repayable within
five years 3,328 3,541
W BEERER X Less: Amount capitalised and
&AM PR FH — 1A included in properties under
T AL #%6.5% development by applying
(ZEERF : 5.2%) a capitalisation rate of
AR RDY L 6.5% (2005: 5.2%) to
& AR FOH expenditure on qualifying
assets (3,259) (2,758)
A AR R EE R — M Interest on loan from a related
H A F 2 AR company wholly repayable
within five years 1,281 3,851
W A B Z B S AL Less: Amount capitalised and
M3k — T E AL #%6.0% included in properties held
(ZEEHF  4.4%) K for development by applying
MATREERY EL ERE a capitalisation rate of 6.0%
JRAR K (2005: 4.4%) to expenditure
on qualifying assets (721) (3,851)
R— R BT A Rl R 2 Imputed interest expense on
BsTFE S H amount due to a related
company 385 —
1,014 783
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11, BB i &k Al 11. PROFIT BEFORE TAXATION
“FENE AR
2006 2005
W T L T T
HK$’000 HKS$’000
B B il i A 2 40 BR R 81 & Profit before taxation has been
arrived at after charging:
I He e A Allowance for doubtful debts 24 653
A A 5 Amortisation of goodwill
(B EEETEE AN (included in administrative
expenses) — 161
TA AR LB 3 I 2 4 g Amortisation of prepaid lease
payments 3,077 3,014
W AN AR R A U SR Less: Amount capitalised and
included in properties
held for development (1,037) (3,014)
2,040 —
A% S5 i P <2 Auditors’ remuneration 723 589
g Depreciation 1,780 1,593
W AR R EZ Less: Amount capitalised and
R AN FRE included in properties
under development (59) (15)
1,721 1,578
Y E - B A T AR e 4R Loss on disposal of property,
plant and equipment 4 166
WA= EEEZEE Operating lease rentals in
I respect of office premises
and staff quarters 645 675
B TR (B4 2 51 7% Bt 51 Staff costs (including
12 (F) HZ 3 H M &) Directors’ remuneration
shown in note 12(a)) 16,973 19,630
W AR T Y E Less: Amount capitalised and
B A FRE included in properties
under development (798) (1,681)
16,175 17,949
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11. BRBEwG & A 40) 11. PROFIT BEFORE TAXATION (Continued)
ZREANE “ERERF
2006 2005
BT ok
HK$’000 HK$’000
M ELFEA and after crediting:
Bk M HE R S E Net operating lease rentals
4 8 received and receivable
L E ¥ Vi Gross rents from properties 15,644 33,655
W R AR AR BE R Uk BURH 4 0k A Less: Direct expenses
1) A% ) 2 T A R L S from investment
properties that
generated rental
income during the
year (1,330) (2,011)
14,314 31,644
FHEFAESEHERH S Z B Operating lease rentals in respect of Directors’ accommodation
420,0007C (&% A A4F © H#E 420,000 amounting to HK$420,000 (2005: HK$420,000) are included in

JC) O FE AR EE 3 H AL 4 o Directors’ other emoluments.
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12. #H3 KR EME 12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS
() e & (a) Directors’ emoluments
ZERENIE TERE AR
2006 2005
T T T oo
HKS$’000 HK$’000
B M4 Directors’ fees
AT H Executive 60 —
WA AT S Independent
non-executive 120 100
HALM 4 (ATES) - Other emoluments
(Executive Directors):
W 4 S H At 4w A Salaries and
other benefits 1,133 1,154
3B R A A F B Retirement benefits
scheme
contributions — —
1,313 1,254
HAT SRS TAEA (ZFEFER The emoluments paid or payable to each of the 4 (2005: 3)
T EH)ERZIMEeWT Directors were as follows:
CEEAE
2006
SRR WEMRAE AT RE FRELE k]

Mr. CHONG Mr. MAK

Mr. PANG Kit Mr. CHEUNG  Kim Chan, Kwai Wing,
Man, John * Chi Ming Kenneth Alexander Total
HHT BT BT BT BT
HK$000 HK$°000 HK$000 HK$°000 HK$°000

ik Fees — 60 80 40 180
A 4 Other emoluments

B g R At A A Salaries and other benefits 1,133 — — — 1,133
IR PR A ) Ak Contributions to retirement

benefits schemes — — — — —

Ml 4 4 %8 Total emoluments 1,133 60 80 40 1,313

* FAELEE R ZFEENFENA AN * Mr. PANG Kit Man, John resigned as a Director of the Company
H B EA 2 7] 2 —J - on 16 June 2006.
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12. #3 KR EMaE @) 12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)
() g4 () (a) Directors’ emoluments (Continued)
ZEEHAF
2005
A 3 & 8 7 e Ak LA k]
Mr. CHONG Mr. MAK
Mr. PANG Kit Kim Chan, Kwai Wing,
Man, John Kenneth Alexander Total
T e T oC BT T BT T
HK$°000 HK$’000 HK$’000 HK$'000
4 Fees — 60 40 100
HoAh 4 Other emoluments
e R H b EA Salaries and other benefits 1,154 — — 1,154
BRI FT 3 3 Contributions to retirement
benefits schemes — — — —
T 4 48 % Total emoluments 1,154 60 40 1,254
WA AT M ES - No emoluments were paid to other Directors.
() & B4 (b) Employees’ emoluments
HAREHMA L QF12EF The five highest paid individuals included one Director
(ZERERAF - 14ES) - HE (2005: one Director), details of whose emoluments are set
FE O b SCR RE S 12 () 1A out in note 12(a) above. The emoluments of the remaining
A o Hpa N L (ZEEHAF 4 four individuals (2005: four individuals) are as follows:

ZANL) Z BT

ZEENE e i
2006 2005
W T oL 5 T oo
HKS$’000 HK$’000
W 4 S HAth 4w A Salaries and

other benefits 3,354 3,622

3B PR A A F 48 Retirement benefits
scheme contributions 101 109
3,455 3,731
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12, #% KR B4 a0 12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)
(C) REME () (b) Employees’ emoluments (Continued)
WAEM e 2 AT - Their emoluments are within the following bands:
ZEENE “EFRAF
2006 2005
eEHH g B #H
No. of No. of
employees employees
4 2 95 1 1,000,0007C Nil to HK$1,000,000 4 3
7 11,000,001 7C % HK$1,000,001 to
# % 1,500,0007T HK$1,500,000 — 1
13. BiH 13. TAXATION
e 2 %3 “ETRAF
2006 2005
W T L T e
HK$’000 HK$°000
B A4 The tax charge comprises:
FHBMEB Hong Kong Profits Tax
A AR Current year 22,377 83
iR AR R A Overprovision in prior years 1) 3)
Fp I G A b [ T A5 Bl Income tax of other regions
in the PRC
A AE FE Current year 20,903 4,509
T A R e A U A Overprovision in prior years (3,0609) (3,686)
R B IH AR (FFaE31) Deferred tax liabilities
(note 31) (19,613) 11,658
20,597 12,561
B WA BL SR IR A 2 At SRR Ui Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) of
Pl 17.5% ( — F F 1 AF  17.5%) & the estimated assessable profits for the year.
=1
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BEX (4)

oA A ZE AR ([r A58l )) &+
Mo B (TR (R Ty 3P BB AT B
REH - BEBRBBR(_FEEFH
AE ot 33%) o AR B B A B R ROE
o B MBS AR I A T
TR 75 T T o, S 8 T A IR T 5 5L 2 AR SR T
B G 2 ) > AT S 15% 1 H I8 £ 2 T A5
BB B o B4 (EBERI 42 8 ) 1 (8 2 18
E B H0.5%%F 1% K515 o

0% SE A T I R B TS R B 5
3UHRA o

AAE FEBLIE S (0] 48 AT B A5 5 i i R
Z BRI A AR T

WEZEERNEANAA =T HILEE
For the year ended 30 June 2006

13. TAXATION (Continued)

PRC Foreign Enterprise Income Tax (“FEIT”) and land
appreciation tax (“LAT”) are calculated at the rates prevailing in
the PRC. The statutory rate of the FEIT is 33% (2005: 33%).
Pursuant to relevant laws and regulations in the PRC, the
subsidiary of the Group that is qualified as productive foreign
investment enterprises established in cities within the coastal
economic zones and special economic zones are entitled to PRC
enterprise income tax at concessionary rate at 15%. LAT is
charged at ranging from 0.5% to 1% on the application
appreciation value.

Details of the deferred tax liabilities are set out in note 31.

The tax charge (credit) for the year can be reconciled to the
profit before taxation per the consolidated income statement as

follows:
Hl Ji e B S 3 0 S
Elsewhere
Hong Kong in the PRC Total
ZRRAE CETOF ZERANE CZT0F CRBAE CLFILF
2006 2005 2006 2005 2006 2005
#EWTI #HT T T EHT T #WT L EHT T
HK$°000 HK$’000 HK$°000 HKS$’000 HK$°000 HKS$’000
i Bt il i Profit before taxation 126,658 95,203 25,394 12,035 152,052 107,238
Jiljip e Application tax rate 17.5% 17.5% 33% 33%
A WA G BB R A Tax at the domestic income
ZBH tax rate 22,165 16,660 8,380 3,972 30,545 20,632
FI B JE IR B4 Tax effect of expenses not
X BB deductible for tax purpose 1,047 297 4,297 — 5,344 297
FABENAT ﬁﬁ'ﬁ i Tax effect of income not
WAZBHLE taxable for tax purpose (23,275) (5,330) (1,230) 4) (24,505) (5,334)
RUTEABLH R Tax effect of tax losses not
BB R recognised 674 130 — — 674 130
DA 45 5 68 4 1 Overprovision in prior years (1) 3) (3,069) (3,686) (3,070) (3,689)
7 B R Utilisation of deferred tax
BB G assets previously not
recognised — (16) — — — (16)
BT 4B E A Effect on tax exemptions
B G 2 o granted to PRC subsidiary = — (677) (949) (677) (949)
R b (i 2 Effect of LAT — — 10,133 1,489 10,133 1,489
Hib Others 2,153 1 — — 2,153 1
AGEBEBUIE S () Tax charge (credit) of the year 2,763 11,739 17,834 822 20,597 12,561
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14. BB 14. DIVIDENDS
ZREBAE “ERHAF
2006 2005
T T T
HK$’000 HKS$’000
ARB 2 _FERNENA=Z1TH Special dividend paid in
1EAF B O UR 5 4 L I S respect of year ended
T s WSOl (B A ) 30 June 2006 of
15 Hong Kong cents
(2005: nil) per share 32,866 —
ARB 2 _FERENA=1TH Interim dividend paid in
1E AT BE O UR 5 v 3 S A v 241 respect of year ended
(ZFTHAE - 21l 30 June 2006 of
2 Hong Kong cents
(2005: 2 Hong Kong cents)
per share 4,382 4,382
FRBE _FFHFEARNA=TH Final dividend paid in
1E AT BE O UR 58 R A S A v 241 respect of year ended
(ZF T AR - i H2Al) 30 June 2005 of
2 Hong Kong cents
(2004: 2 Hong Kong cents)
per share 4,382 4,382
41,630 8,764
WHROEREE FENFEANA=Z1TH The final dividend in respect of 3 Hong Kong cents per share for
1k 22 R B s W 3l - (B ZE A the year ended 30 June 2006 has been proposed by the Directors
RTE R AR R & B o and is subject to approval by the shareholders in the annual

general meeting.
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15. %) 2 Ak 28 A 15. BASIC EARNINGS PER SHARE
BN ) B RERR A N A 3 RO AR R T The calculation of basic earnings per share attributable to equity
MR A AT B 2 B0 ) RORERe A A E AL 41 holders of the parent is based on profit attributable to equity
Fl & ¥ 130,160,0000C (—FF FAF i holders of the parent of HK$130,160,000 (2005:
#92,135,00070) KA A 4R A 2 984T HK$92,135,000) for the year and on 219,103,681 (2005:
A % 219,103,681 ( = F F H 4 219,103,681) ordinary shares in issue throughout the year.

219,103,681/%) 7% o

T RS S b S 3R RE T 2 The following table summaries the impact on basic earnings per
FT OO B Bl 3 1 ik A B ) Y R 2 share as a result of the change in accounting policies shown in

note 3 above:

SRRAE EELF
2006 2005
& W Al il
HK cents HK cents
O 2 R A B A T Reported figure before
adjustments 59.1 42.1
B B B W) E A 2 R Adjustments arising from
change in accounting
policies 0.3 —
H Restated 59.4 42.1

105




BHEMAERAG —FZH £ TN FEEF R

B S B TE B 5T o =

Notes to the Financial Statements (Continue

P

WEEZERNFEAAZTHILFE
For the year ended 30 June 2006

16. W¥E -~ BE& B 16. PROPERTY, PLANT AND EQUIPMENT

B
O BRI Lk
Plant and
machinery,
Motor equipment
vehicles and others Total
T o T T BT T
HK$°000 HK$°000 HK$000
B COST
REERNELH—H At 1 July 2004 6,432 28,962 35,394
WE Additions — 721 721
B ) SE Transferred from properties
under development — 271 277
i & Disposals (484) (2,276) (2,760)
REZZERHEANAZTH At 30 June 2005 5,948 27,684 33,632
iR Tk Exchange realignment 156 766 922
WE Additions 2,595 307 2,902
B ) SE Transferred from properties
under development — 19 19
& Disposals — (22) (22)
R-ZZANEANZTH At 30 June 2006 8,699 28,754 37,453
it DEPRECIATION
REZRNELH—H At 1 July 2004 5,672 16,181 21,853
AT i e Al Provided for the year 87 1,506 1,593
ERES Eliminated on disposals (435) (1,854) (2,289)
REZEFZREAA=1H At 30 June 2005 5,324 15,833 21,157
JiRI Tk Exchange realignment 122 424 546
A A Provided for the year 391 1,389 1,780
8 T 4 B Eliminated on disposals — (17) (17)
REZEZANEANZTH At 30 June 2006 5,837 17,629 23,466
IR i A CARRYING VALUES
REZZEANEANZTH At 30 June 2006 2,862 11,125 13,987
REZFEERHEEANAZTH At 30 June 2005 624 11,851 12,475
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16. PROPERTY, PLANT AND EQUIPMENT

(Continued)

The above items of property, plant and equipment are
depreciated at the following rates per annum:

g ] 15%— 20% Motor vehicles 15% to 20%
WEs - R KA 10% — 33.3% Plant and machinery, equipment and others 10% to 33.3%
BHYE INVESTMENT PROPERTIES
W oo
HK$’000
AP FAIR VALUE
WZEFEFNELA—H At 1 July 2004 420,000
8T E B Increase in fair value 80,000
W oEEHFNA = 1H At 30 June 2005 500,000
NS R DI | Increase in fair value 132,000
s Disposal (632,000)
R-FEZNEANH=TH At 30 June 2006 —

AL 2 BB TR K DL )
FHARA - IARFEN - AEFHCDHE
HemawE - WhE T Mg
75 T 5 WL i B TR 5% S G W 2 AT
BHA NGRS 2 BEMRHIE - AT ENE
2R 132,000,000 7C 19 Uk 2 B 5FA
BOEENENA ST HIEERLGES
M3 o

BOE Y ST AT LB AR A o

The investment properties was situated in Hong Kong and held
under medium-term leases. During the year, the Group disposed
of all of its investment properties. As reflected by the disposal to
an independent purchaser, the fair value of the investment
properties upon disposal was the proceeds arising from the
disposal transaction. The gain arising from increase in fair value
of HK$132,000,000 has been credited to the consolidated
income statement for the year ended 30 June 2006.

The investment properties were rented out under operating leases

before they were disposed of.
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18.

19.

BEZEZEZANEAA=ZTHIEFE
For the year ended 30 June 2006

o 3% il 2

Y SE A 2 4 AR N AR A i i 1 BEE R A D
R A R W (T R ) B g
JEW (B 2 W E A R T & A
#P fewk A K B A 2 T BEAR TSRS o AT
I3 e A 2 D B R R S B 38 A T
o MHEEZWE (TYE]) HEE
PR AR B A~ R e —
BEKE - MERZE 2] OB B
B IR DA R R BTN = A
T U H A4 B i 844,000,000 5
(i) 3 R R B PR 2 i =R R N WA
o el = s 15 -2 3 R i N S g
R0 B A o T B R IE S A )
2 HE 25 85 3N K 1 400,000,0007T (4 i
¥ 388,568,00070) & > % A wt /AT H &

=,

)

5 R W 2

A B R SR ) 25 R A B Y e 1
B9 — 3 b > FRoR Ay b bl R 2 FE A
FH SR L SR A o T b P RE
H—hLiiE+—H+/VH S ET70
o RIZBRZFTH » REMEME
I B 1 R S A A R R o AR
I i 1 7 B HE BUASH= 00 4 - b (5 PR
o
MEENEANA=ZTH > QIETEEE
R 2E 1 R B T 1 16,638,00000 (L
T HAE 0 ¥ 15,917,0000C) Kk
6,924,0000C ( — F T H M i
6,203,0007%) > 4 5l 2y B AR T A
BHRTE A A &AL M o g TR
TEARAEFE R A L o Hp 1k 1R P I O A AR
S B E AL o

18.

19.

PROPERTY INTEREST

The property interest, which represents probable economic
benefits identifiable and derived from the pre-sale contracts
entered into between Move On International Limited (“MOIL”),
a subsidiary acquired by the Group during the year and the
developer which is a subsidiary of the vendor of MOIL. Details
of the acquisition of the subsidiaries are set out in note 38. The
property under pre-sale (“the Property”) represents an office
building which is under construction by the developer and
located in Shanghai, the PRC. The property interest is measured
at its estimated fair value by reference to (i) the valuation of the
Property of HK$844,000,000 as at 14 March 2006, taking into
account of the status of the underlying asset; and (ii) after
deducting the balance payment of the property interest of
RMB400,000,000 (approximately HK$388,568,000) that will be
due for payment by MOIL to the developer before 31 August
2006 that is ultimately borne by the Group after the acquisition
of MOIL.

PROPERTIES HELD FOR DEVELOPMENT

The properties held for development of the Group represent
prepaid lease payments of land use rights and direct reclamation
costs for a piece of land situated at Tung Kok Tau in Shenzhen,
the PRC with a land use right of up to 70 years commencing on
18 November 1999. In December 2003, the Group paid the
outstanding balance of land premium to the Shenzhen Land
Administration Bureau of the PRC. The Group is in the process
of obtaining the land use right certificate for such long lease.

At 30 June 2006, included in the properties held for development
are amounts of HK$16,638,000 (2005: HK$15,917,000) and
HK$6,924,000 (2005: HK$6,203,000) being reclamation costs
and interest capitalised in the account. The reclamation works
were suspended during the year and no further reclamation costs
and interest expenses were capitalised upon the suspension of
the reclamation works.
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20. FHE 20. GOODWILL
Mo
HK$’000
7 S COST
B ZERRWAELH—H & At 1 July 2004 and 1 July 2005
ZEERFELH—H 13,704
TR A0 75 s B S A e ) 2R 35 Elimination of amortisation accumulated
i3 5 2 w4k 5 prior to the adoption of HKFRS 3 (13,704)
R EEZANEANA=ZTH At 30 June 2006 —
i 81 AMORTISATION
ATERENAELH —H At 1 July 2004 13,543
A AT i UE A Charged for the year 161
R EERAFASNAZ1H At 30 June 2005 13,704
TR A0 7 s S S S A e ) 2R 35 Elimination of amortisation accumulated
I35 5 2 w4k 5 prior to the adoption of HKFRS 3 (13,704)
R EEZANEANA=ZTH At 30 June 2006 —
IR i A CARRYING VALUE
R EEZANEANA=ZTH At 30 June 2006 =
WoEELERA=1H At 30 June 2005 —
PEIA RN U ESREES > BEE % Until 30 June 2005, goodwill was amortised using the straight
ERAENH=ZTH - line method over ten years.
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21, Bk B K 21. LOAN RECEIVABLES
ZREBAE “ERHAF
2006 2005
T T T
HK$’000 HKS$’000
7 COE A B T E AR T Loan receivables are repayable
as follows:
— A N B R R 1 R Within one year or on demand 6,052 8,167
— AR R More than one year 2,164 7,147
8,216 15,314
W PR B E Less: Amount receivable
— A N JE B ERIA within one year shown
under current assets (6,052) (8,167)
JER — 1% 18 R I Amount due after one year 2,164 7,147
JRE R 3R UME 5 B R 2 W AR The loan receivables are secured by the home buyers’ properties,
3 2y S B S Ay 36 E M o i —E R interest free and are repayable by 36 instalments. The amounts
EL A — H B s e s e A 3958 are measured at amortised cost upon adoption of HKAS 39 on 1
% > A B DI A F R T July 2005 and the effective interest rate is 5.85% per annum.
i 4F ) 4 15 5.85%
HEHNEEH 2N E > iR&EEH The fair value of the amount as at balance sheet date, determined
ZOHHT T R B AT AT L 2 IR AR based on the present value of the estimated future cash inflows
BWMBEAEE  HEEREEAME - discounted using prevailing market rate at the balance sheet date

approximates to its carrying value.
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E4 R ES 22. PROPERTIES UNDER DEVELOPMENT
“ERENE “ERHAF
2006 2005
W T I T T
HK$’000 HKS$’000
AR COST
AEH) At beginning of the year 248,774 138,079
5,4 7 Exchange realignment 7,428 —
wE Additions 97,630 142,176
R B A Z R Interest capitalised 3,259 2,758
357,091 283,013
W R T REA R EY Less: Completed and
transferred to
properties held for sale (357,072) (19,872)
LN 37/ ES Transferred to properties
held for development — (14,090)
YN/ E R £ ] Transferred to property,
plant and equipment (19) (277)
A At end of the year — 248,774

R Akt at o b0l FRERE
H—JLLAFE A FILH R A HES
TO4F o

ATEREFAEANHAZTH - Ry
AEFEFE IR IA B A E AR B
R XA T 15 17,648,0007C ©

(LX-X/E 4

AN R E Y T i R LR I
FEA R DUR AR AT E o AL TE N 2 3
5 #93,481,0000C (—FF A4 ¢ H K
74,741,00070) Z R EWE > BN &
BHE T MA R -

23.

The properties under development are situated in Beijing, the
PRC with a land use right of up to 70 years commencing on 19
October 1995.

At 30 June 2005, included in the properties under development
was an amount of HK$17,648,000 being interest capitalised in
the account.

PROPERTIES HELD FOR SALE

The properties held for sale of the Group are situated in the
PRC, held under long lease and are stated at cost. Included in the
amount are properties held for sale of HK$93,481,000 (2005:
HK$74,741,000) expected to be realised within the next twelve

months after the balance sheet date.
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24, HAb 4 E R 24. OTHER FINANCIAL ASSETS

B 5 Fe 3T b M W5 M K

MOEENESNA=ZTH > 5 & HAb
JE Wiz B 3K 4 ik 61 45 5 12,823,0000C (=
TXFAE I 1,413,00000) 2 B 5 HE
Wi B 2K I s 130,979,0000C (. FEF
AF 0 21,626,00070) 2 B BEK o BR
SR 2 1 T B R O B B A B A S R
KEMYEHEATEL Y HE=TH
AR - R AMEZHE WA LK
Z MR AT R B SRR RIS o &
o EW IR 3K 2 BRI A ATl T

Trade and other receivables

At 30 June 2006, the balance of trade and other receivables
included trade receivables of HK$2,823,000 (2005:
HK$1,413,000) and other receivables from home buyers who
defaulted repayment to banks of HK$30,979,000 (2005:
HK$21,626,000). For property sales, other than home loans
disclosed in note 21, the Group allows an average credit period
of 30 days to its customers. Rentals receivable from tenants and
service income receivables from customers are payable on
presentation of invoices. The aged analysis of trade receivables
is as follows:

SRRAE EELF
2006 2005
W T I T e
HK$°000 HK$’000
OH Z60H X 0-60 days 2,823 1,268
61H Z90H A 61-90 days — 79
90H LA I Over 90 days — 66
2,823 1,413
A B R R sk Amounts due from minority shareholders
R A TR R~ fR L B R R R The amounts are unsecured, interest free and repayable on
7 o demand.

AT & B B Bl

WATHE R Bl B S AR A 2 BlE
DA K LA BAT 8 ) 2 A et B R BRAE =
A8 A =R T AN R Ak 2 SRAT A e

BN SRR A <y e = AN A
=t AZRmERLSRZ A EM

e

E o

Bank balances and cash

Bank balances and cash comprise cash held by the Group and
deposits with prevailing market interest rates and maturity of

three months or less held with banks were not restricted in use.

The carrying amounts of the Group’s other financial assets at 30
June 2006 approximates to their corresponding fair values.
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B0 50 B U il E Ao Bk 3k

ANZEBENFEANH=ZTH - o M HAD
JREAS B R A% i 0 455 7 85 41,635,000 (—
FEIAE © #%59,090,00070) 2 & 5 HE

25.

WEZEERNEANAA =T HILEE
For the year ended 30 June 2006

TRADE AND OTHER PAYABLES

At 30 June 2006, the balance of trade and other payables
included trade payables of HK$41,635,000 (2005:
HK$59,090,000). The aged analysis of trade payables is as

AR R o & 5 M AT HR 3K 2 BR 8% 43 A 4 follows:
o

“RBANE “EFHAE
2006 2005
W T T T
HK$’000 HK$°000
0HZE60H R 0 — 60 days 31,773 35,929
61H 2 90H A 61 — 90 days 519 10,350
90H BL I Over 90 days 9,343 12,811
41,635 59,090

ASE B T B FOA I A AR N

ENA = H Z R (A TEA A -
CREHE%RE

AORTEIALE &5 55 HAZ T+ M8 7 e
Mg

WA — 18] A7 Bl 6 2 ) 2K I

JREASH— [H1 45 B W/ ) =2 3K T 35 5 38 T f
S T I 2 o O B A D R T AR
i 530,000,000 2 R B RTE o B4
B T S 49 CRLER 1S TE I s B %)
58 WAR 4 = 4F R 4F 3 A 5 10,000,000
JUF DA BE R o 5% K TH $ S 2 B MR AR A
RDLECEEEY ARG o AR > ahitk
SRR A7 A I 6 R 80 1K 385,000
JeZ RFENFLE B 3 -

26.

27.

The carrying amount of the Group’s trade and other payables at
30 June 2006 approximates to its fair value.

PRE-SALE DEPOSITS RECEIVED

The amount is expected to be recognised as revenue within the
next twelve months after the balance sheet date.

AMOUNT DUE TO A RELATED COMPANY

The amount due to related company represents the retained sum
of HK$30,000,000 out
agreement for acquisition of the subsidiaries as explained in note

of total consideration under the

38. The amount will be released by three yearly payments of
HK$10,000,000 each from the completion of the pre-sale
contracts as disclosed in note 18. The amount is measured at
amortised cost at an effective interest rate of 5% per annum.
During the year, an imputed interest expense of HK$385,000 is
charged to the consolidated income statement in respect of this
balance.
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28. AT R 28. BANK LOANS
SRRAE EEALA
2006 2005
T T T
HK$’000 HKS$’000
A A Secured — 209,538
JE K 17 Unsecured — 13,636
— 223,174
FHEA Denominated in:
— W — Hong Kong dollars — 157,136
— AR — Renminbi — 66,038
— 223,174
JRE AR 7R SR AT B The bank loans were
repayable as follows:
— A A TR B R IR R Within one year or on demand — 99,674
— AR AR AH AN I T AR More than one year, but
not exceeding two years — 22,000
A% H R 8 3 1 4R More than two years, but
not exceeding five years — 101,500
— 223,174
W AMERE AR — Less: Amount repayable
AT TR JE 1 0 R within one year shown
under current liabilities — (99,674)
JEN — 15 R K E Amount due after one year — 123,500

725 B AR 4 A s SR AT R R B
0.48% % 1.5%2 V¥ F R (ZFEX R
A 048%F 1.5%) > MR A AR R E

s,

% °

The loans carried average interest rate of about 0.48% to 1.5%
over Hong Kong Interbank Offered Rate (“HIBOR™) (2005:
0.48% to 1.5% over HIBOR) and were repaid during the year.
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29. AR 29. SHARE CAPITAL
ZEEANER ZRENER
ZERHHEZ CEBHEZ
ey ¥ H R
Number
of shares Amount
2006 & 2005 2006 & 2005
BT or
HK$’000
% T E 5 #51.000C 2 Ordinary shares of
o %y HK$1.00 each
*hE Authorised 300,000,000 300,000
[ Issued 219,103,681 219,104

30. K H — B4 BB A ] 2 B

30.

REBFZFTHZTILH » AAH
DIk N4 2 - Bl Speedy Return
Investments Limited ([ £ 3 A1) DL £ K
AN FREFT — G ATR « BT —
] Eh A ) 2 7 e TR A A
M RKEEHAD - bR ER
N B3 T A8 2 7] — TE S 3G 41 706 3R
15 FH B B = 4 B 9% 4223,000,0000T
VEAD &) Je SIS A /B B 4 > a4
AL A R I T R A7 BE — S (B
19) FY 3B 4 1 B8 B o 8 1F T T K 4
9 AR 2R B 2 A SR AT IR 23R B 2R
N2.125% » 1A 2 WA (B 15 3K0A W 4%
FTHEEED o RS EAR N A &
B 5 2> ) i R A L At B S A A R B =
BN — B E DN 2T — el
FEHHBRAEE - ZERERE _FE
FAE A H EET 2 A 7o 1 T
WA o MRPERZ Sk » B AN HEAE 1
AT ALEE L H A N BRI -
MOEERAENA=Z1TH > BERERK
2 AR 5 428,830,000 > H AR E R A
B AE41,00000 ° FF N > AEFEC R
BB R R -

LOAN FROM A RELATED COMPANY

On 29 December 2003, a loan agreement was entered into
between the Company as borrower and Speedy Return
Investments Limited (“Lender”) as lender, which was a company
beneficially, indirectly and wholly owned by Mr. CHUA
Domingo, the Chairman and controlling shareholder of the
Company. Pursuant to such loan agreement, the Lender agreed to
grant the Company an unsecured revolving credit facility in the
maximum amount of US$23,000,000 to finance general working
capital of the Company and its subsidiaries including payment of
partial land premium as regards a piece of land as described in
note 19. The loan was unsecured, carried interest at LIBOR plus
2.125%, for a term of two years from the date of loan agreement.
Such loan was extended for a term of two years pursuant to a
supplemental agreement dated 12 October 2005. Pursuant to the
agreements, the Lender had right to demand repayment with
only five day notice given to the Group. As at 30 June 2005, the
drawn loan amounted to US$8,830,000 and interest outstanding
thereon amounted to US$1,000. During the year, the amount was
fully repaid by the Group.
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31.

32.

BEZEZEZANEAA=ZTHIEFE
For the year ended 30 June 2006

3B %t B2 95 £ 1

VAR 7 A 45 B R ot A i o5 0 [ A 42 o e
W2 EEIREBIAA MU LA R

31.

DEFERRED TAX LIABILITIES

The major deferred tax liabilities recognised by the Group and
movements thereon during the current and prior reporting
periods are as follows:

I
BEE BEER  PEER 28 %

Accelerated

tax Tax Property

depreciation losses interest Total
oL WL BT BT
HKS$°000 HKS$°000 HKS$°000 HK$°000
ZERLMNAELHA—H At 1 July 2004 17,865 (9,910) — 7,955
TE R £ 2 4 411 BR Charge to income statement 10,623 1,035 — 11,658
CERERHENAZTH At 30 June 2005 28,488 (8,875) — 19,613
Wi B o i 2 Acquisition of subsidiaries — — 27,721 27,721
TE U 45 2 0 411 BR Charge to income statement (28,488) 8,875 — (19,613)
ZEEZANEAA=TH At 30 June 2006 = = 27,721 27,721

BFRE 20 R R R S HE A IR S B A AR iR
AAE AT W) SERE SR AP E B R

ATEEBNREANAZTH > AEEE A

AE G B9 519 2 s A 17 A (56 ) B S M 4E B
7 W 21,838,00070 ( ~HE T AE ¢ W
17,984,0007T) © 8 i 4% 2k Jas A1) 3k B A AT
FHE > R A TR IEE B IH G E o

o B

— B A A 1 S TR B AR A P S S
HN > TERE R A AR KR > WA
BB EME o Fs ARSI

e 14,879,0007C ( = & F [ AE : Hk g
14,879,00070) © 7% B J& 2 7 K H A A 98
FIihEsz R > A RS AR R —TH R
RS Hh s A i 49,309,000
JC (T EEHAE © #5%49,309,00000) (ZH
R BEREAS) R - MEF R Z
1] 28 &5 SR & S AR S 1 I IR TE EE K
B PRI > IR IR IE R By AT AV

32.

Note: It represents the tax effect on the difference between the historical costs of
the property interest in the books of MOIL and the fair value of the
property interest held by the Group.

At 30 June 2006, the Group has unused tax losses of
HK$21,838,000 (2005: HK$17,984,000) available for offset
against future profits. No deferred tax asset has been recognised
due to the unpredictability of future profit streams.

CONTINGENT LIABILITIES

A subsidiary has been named as a defendant in a High Court

action in respect of an alleged breach of contractual
undertakings, which hearing has been vacated. The plaintiff is
claiming for an HK$14,879,000 (2005:
HK$14,879,000). The subject subsidiary and its legal counsel

are strongly resisting this claim and a counterclaim has been

amount  of

lodged against the plaintiff for, inter alia, damages in an amount
of about HK$49,309,000 (2005: HK$49,309,000) (subject to the
Court’s assessment). In the opinion of the Directors, the outcome
of this case would not have a material adverse impact on the
financial position of the Group, accordingly, no provision for
any potential liability has been made in the financial statements.
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EARAM )

WA > AL KA TG £ e —
2 TH H B R B R AL R AT He e B kR
BIEHR o R EEANEASA=ZTH S R
45 T 2 AL % S5 9% R e 48 B 3 i v ALY Il
75 W5 15 402,216,00000 (B F HAF i
5 643,533,0007C) ©

32.

WE —FENEAA =B IR
For the year ended 30 June 2006

CONTINGENT LIABILITIES (Continued)

In addition, the Group has given guarantees in respect of the
settlement of home loans provided by banks to the home buyers of
a property project in the PRC. At 30 June 2006, the Group had a
maximum amount of such home loans which were subject to these
guarantees of HK$402,216,000 (2005: HK$643,533,000).

AR 33. CAPITAL COMMITMENTS
ZREBAE “ERHAF
2006 2005
#WT I # T T
HK$’000 HKS$’000
CEEFE R A MR Capital expenditure contracted
T 75 H T IN 4 Al for but not provided in the
ZEA M S A financial statements for the
Fr 4% Ji2 W S AT construction and other fees
AR B H At % ) to be paid in respect of
properties under
development — 181
O35 & A 4010 oA A5 B 55 IR T8 7 8 A Capital expenditure in respect
WY RS BN W of the acquisition of
property interest contracted
for but not provided in the
financial statements 388,568 —

LIRS
A% 4 I J AR
OS> A5 WA 9 3 BT oT B R

TR SR 2 AR e D AL A A
M

34.

LEASE COMMITMENTS

The Group as lessee:

At the balance sheet date, the Group had total future minimum
lease payments under non-cancellable operating leases in respect
of rented premises as follows:

“REAE  EELF

2006 2005

W T oL T T

HK$’000 HKS$’000

w4 N Within one year 518 1,188
R B AN In the second to fifth year,

(& BLA% £ ) inclusive 24 487

542 1,675

L& — Mol 22 ST v 4 > AR A I A 2
4 9 [ 2/ -

Leases are negotiated for an average term of two years and
rentals are fixed over the period of the leases.




BHEMAERAG —FZH £ TN FEEF R

FA 55 B TA [t 5

Notes to the Financial Statements (Continue

P

WEEZERNFEAAZTHILFE
For the year ended 30 June 2006

34. WMARWE )
A AL

REFH > N EERERHERS

34.

LEASE COMMITMENTS (Continued)

The Group as lessor:

At the balance sheet date, the following assets were rented out

under operating leases:

“EERNE “EF A

2006 2005

W T T T

HK$’000 HK$°000

HEY*E Investment properties — 500,000
(SR ES Properties held for sale 90,226 13,166

RS A A = R
RLAY > ME AR A B8 A -

AR H > A% G ) B % T A AT S
BEMEZ MR EDHE B WA BED

These assets were leased out for periods of three years with

renewal options given to the lessees for further periods not

exceeding two years.

As at the balance sheet date, the Group had contracted with

tenants for the following future minimum lease payments under

B non-cancellable operating leases:
ZREBANE —EFTHF
2006 2005
#WHT I # T T
HK$’000 HKS$’000
H—AEN Within one year 19,217 39,795

)k S R RN, In the second to fifth year

(M & B4 1 A inclusive 36,656 13,522
TRk Over five years 24,330 —
80,203 53,317

11§
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il AR T2 BT - 2 —18
e B BERE 2 BT AAE S LT -

B SERR BSR4 > A8 A B H B R
NEMEMESR - B T RAEKSHE M
SHEARL A8 08 Se SR e RE st ) S 4 T s AT
SETBERE o RN FERNESNH =T
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35. SHARE OPTION SCHEME

The Company adopted a share option scheme on 21 December
2001 (the “Share Option Scheme”).

The Share Option Scheme was adopted for the purpose of
providing incentives to Directors, employees and eligible
participants and will expire on 20 December 2011. Under the
Share Option Scheme, the Board of Directors of the Company
may grant options to Executive Directors, employees of the
Company and its subsidiaries and such eligible participants at
the discretion of the Board of Directors of the Company pursuant
to the terms of the Share Option Scheme, to subscribe for shares
of the Company at a price per share not less than the highest of
(i) the closing price of a share of the Company listed on the
Stock Exchange at the date of grant of the option; (ii) the
average of the closing price of a share of the Company on the
Stock Exchange for the five trading days immediately preceding
the date of grant of the option; and (iii) the nominal value of a
share of the Company. The maximum number of shares in
respect of which options shall be granted under the Share Option
Scheme shall not exceed 10% in aggregate of the issued share
capital of the Company at the date of its adoption. No Director,
employee or eligible participant may be granted options under
the Share Option Scheme which will enable him or her if
exercise in full to subscribe for exceeding 1% of the issued share
capital of the Company in any 12-month period. The option
period for which the options granted can be exercisable, shall be
such period as notified by the Board of Directors of the
Company, save that it shall not be more than 10 years from the
date of grant subject to the terms of the Share Option Scheme.
Nominal consideration of HK$1 is payable on acceptance of
each grant.

No share option was granted to or exercised by any of the
Company’s and its subsidiaries’ Directors, employees and such
eligible participants under the Share Option Scheme since its
adoption, and there were no share options outstanding as at 30
June 2006, 30 June 2005 and 1 July 2004.
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36. 3 Ak AT E

(F) R _FFFTFE+H—HA > &

S T A & B R B S E
PEFOR AR FE# (172 # A0 R A
BJ) o wzuh ) 2 E R i L AT
NEH > 3 BLA SR B 2 E 5y B
Vi HE o i A B T IS A AR K
Hil 28 2 B OB AR EE S - AIA
A % T LA 38 ) e 3t R L
A E A& -

“EEFETH-HE A
L R i R B e s (15
1) o 8 R A SR PR Et
AR R 2 AR - R
9% R A Rl B AR B B 2
o TR E AR B TR S
Tin 7 R A FOGR R F E B A e
# oo WA E R H CRE RS
AR < w0 A0 491 ) o A < LR BE
M o o A < wt & 2 A L %
RE N o Olf B A 42 [ 2 )
B i B o R 5 AR < B R
1 = L H AR B 23 il 26 4% 40 5T 1)
Z B A o Sl S A ] 5
A RCRT P AR P A 9 A 4 )
PR Z -

A
4
4

Re

Z B

& N R
Eom W =
H =

b=l
_‘_
\BH

P R I OB R ) K 5 A
T 51 Ay AN AR R R AR AR AR
A wEE Ok > Ty A B B 5
R AT B 2 b AR A R

e
N °

A FE R > 1B R A L s
209,00000 ( — & F H 4 : i
211,00050) E 5 AU zs &£ A o

W EERNENA=ZTH - RE
(R #8117 B A R PR st 3 ik 32
Z AR A W 57,00000 (U EE
AE W 2,50000) 0w A JA ]
A MK A 42 1 51 2l 2 I ASH ARk B o

(a)

36. RETIREMENT BENEFIT SCHEME

Prior to 1 December 2000, the Group operated a defined
contribution  retirement  benefit scheme (“Defined
Contribution Scheme”) for its qualifying employees in
Hong Kong. The assets of the scheme were held separately
from those of the Group in funds under the control of an
independent trustee. Where there are employees who leave
the Defined Contribution Scheme prior to vesting fully in
the contributions, the amount of the forfeited contributions
would be used to reduce future contributions payable by
the Group.

With effective from 1 December 2000, the Group has set
up a MPF Scheme. Members of the Defined Contribution
Scheme were given one-time option to choose to transfer
to the MPF Scheme or remain in the existing scheme.
While new eligible employees can choose between the
Defined Contribution Scheme and MPF Scheme. The MPF
Scheme is registered with the Mandatory Provident Fund
Scheme Authority under the Mandatory Provident Fund
Schemes Ordinance. The assets of the MPF Scheme are
held separately from those of the Group in funds under the
control of an independent trustee. Under the rules of the
MPF Scheme, the employer and its employees are each
required to make contributions to the scheme at rate
specified in the rules. No forfeited contributions are
available to reduce the contribution payable in the future
years by the employer.

The retirement benefit scheme contributions arising from
the Defined Contribution Scheme and the MPF Scheme
charged to the income statement represent contributions
payable to the funds by the Group at rates specified in the
rules of the schemes.

During the year, retirement benefits contributions charged
to the consolidated income statement are HK$209,000
(2005: HK$211,000).

At 30 June 2006, there are forfeited contributions of
HK$57,000 (2005: HK$2,500) which arose upon
employees leaving the Defined Contribution Scheme and
which are available to reduce the contributions payable by
the Group under Defined Contribution Scheme in the
future years.
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For the year ended 30 June 2006

36. RETIREMENT BENEFIT SCHEME (Continued)

(b)  According to the relevant laws and regulations in the PRC,
the PRC subsidiaries are required to contribute 20% and
9% of the stipulated salary set by the Beijing and
Shenzhen local governments, respectively, to the
retirement benefits schemes to fund the retirement benefits

of their employees.

During the year, the retirement benefits contributions
charged to the consolidated income statement are
HK$638,000 (2005: HK$6438,000).

37. PLEDGE OF ASSETS

In addition to the guarantees given by the Group for home loans
provided by banks to certain buyers as disclosed in note 32, the
Group has also pledged its bank deposits of HK$16,804,000
(2005: HK$27,964,000) to banks to secure such home loans
granted to the home buyers. The deposits carry floating interest
rate of 0.72% on average and will be released upon the release of
relevant home loans granted to home buyers. The fair value of
such deposits at 30 June 2006 approximates to the corresponding
carrying amount.

At 30th June, 2006, the Group had agreed to pledge its property
interest as disclosed in note 18 and an assignment of rental and
sale proceeds from the property interest to the bank to secure
general banking facilities granted to the Group. As at 30 June
2006, the facilities have not yet been utilised.
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W B ) 2

W FF N4 — H A H > Eton Properties
Group Limited ([# 77 ]) ~ Eton Properties
Limited ([E R A L) JAL A 2 ¥ B g A
F) Glory Diamond Inc., ([ & 75 1) &1 37 1}
oo B BRI E NG XE R
¥ High Grand Investments Limited
(THGILJ) 2= & 2 8847 e iy > L X HGIL
BiKCE T2 RAEEMIE GEEER %
TRNHE— A A H# By s ¥ 77,000,000
JC) o KEARE J 7 344,000,000 (494
BN R ¥ 358,000,0000C) o B S A
A ZHEMFEA N - HGIL £ — M
gy /NI S sy T e R
TTIBEAS o 8 RICIE B 20 55 A o o 18 9 0 8
ZWIERES ZAF e

A 2 5y v T i B 2 (R R A S
2N {H T 15 456,816,0000C (3R T8 {H
5 #5179,605,00000) > 0Bk AH B E AE B
TH A i %527,721,0000C © 5 2 BAR
1B 6345 B 45 B 4 A AE U5 5 314,000,0000T
SRR /NI Wl A 1 A
26,512,0007C > i~ 411 B B i B <5 T A B
58 Gy A% B WS 52,240,000 0C

Bk b STl iy i B 2 G R TRE AN o Bk
B 7 2 Ho A B i EKIE A s 16,108,000
JG > JriBE R IR o A B F
8 S 5 A R R B R N T 2 T
NET A B 4 1] 3 ~ R Y B T 2
FEAHF AL AC B 2 A 4 2 ARG 2 e fE
% > 0 B 2T A KoAG R
REET o

MAE TS EFEZ AT EBZ
R 592,451,000 C B AR B B O (TR
BARNF Z HERFAN) 2 HERHE - I
AR N A AR S [ 2 Ho At i 5 o

R U B i 51 2 7 B 4 G A
316,240,0000C > 3 & Bl 4 18 18 W
314,000,0007C & B U i A B 2 58 5 2 s
#52,240,0007C » A4 N W 2 T2 | #
AT EE R > BB E
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38. ACQUISITION OF SUBSIDIARIES

On 5 January 2006, the Eton Properties Group Limited (the
“Vendor”), Eton Properties Limited (the “Guarantor”) and Glory
Diamond Inc., (the “Purchaser”), a wholly-owned subsidiary of
the Company, entered into an agreement, pursuant to which the
Vendor agreed to sell, and the Purchaser agreed to purchase, the
entire issued share of High Grand Investments Limited
(“HGIL”) and the outstanding debt owing from HGIL to the
Vendor and such debt amounted to approximately
HK$77,000,000 as at 5 January 2006, at the total consideration
of HK$344,000,000 (equivalent to approximately
RMB358,000,000). The Vendor is an equity holder of the
Company. HGIL is an investment holding company, it holds the
entire issued share capital of MOIL. MOIL is the company
holding the property interest as disclosed in note 18.

The net assets acquired in the transaction represent the property
interest with a fair value of HK$456,816,000 (with the carrying
value of HK$179,605,000), deducting the related deferred tax
liabilities of HK$27,721,000. The total consideration of the
transaction comprised cash consideration of HK$314,000,000
and deferred consideration payable to a related company of
HK$26,512,000, after deducting transaction costs incurred in
connection with the acquisition was HK$2,240,000.

In addition to the net assets acquired as stated above, an other
receivable from the Vendor of HK$6,108,000 was recognised
through the acquisition which represents the management’s best
estimate of the Vendor’s undertaking stipulated in the agreement
for acquisition of the subsidiaries in respect of rental yield,
reimbursement of the property management fees and the letting
commission payable to letting agents with reference to the
estimated market rentals and occupancy rates.

The difference of HK$92,451,000 between the total
consideration and the fair value of the net assets acquired is
considered as deemed capital contribution from the Vendor who
is also an equity holder of the Company and is credited to the
other reserve of the Group during the year.

The net cash outflow arising on the acquisition is
HK$316,240,000,
HK$314,000,000 and transaction costs incurred in connection
with the acquisition of HK$2,240,000. The subsidiaries acquired
during the year did not make significant contribution to the

comprising  cash  consideration  of

Group’s turnover, result and cash flow for the year.
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39. RELATED PARTY TRANSACTIONS

Other than those disclosed in notes 24, 27, 30 and 38 to the
consolidated financial statements, during the year, the Group has
entered into the following transactions with related companies:

“RENIE TEREILAE
2006 2005
W T T T
HK$°000 HK$’000
O Wl 4 0l A Rental income received 65 148
O A5 FH 45 J% 8 20 2% Rental and management
fees paid 1,415 1,386
O A J P e 755 2 Consultancy service fees paid 1,000 1,000
E AT Rl A K A Finance costs and
charges paid 1,646 3,968
RoEEANFEANA=ZSHEFFRAF Other outstanding balances with the following related
ANHZ=Z1H  FHREA R Z KA AE companies, which are unsecured, interest free and repayable on
TRAER ( 524‘? AU J AR - 6 B R demand, at 30 June 2006 and 30 June 2005 are as follows:
P BOR B R #WA R
TRENE CEREAE
2006 2005
# W T T T
HK$’000 HK$’000
AN Gy T At RE A HR K Deposits due from related
2 T A B L\ | e companies included in trade
and other receivables 232 223
WA G T A JRE iR AR Amounts due from related
2 IR TR N W) KA companies included in trade
and other receivables 94 1,528
AN R Ty B H A T A R R Consultancy fee payable to
2 MEAT BH 2w ) 2 a related company included
in trade and other payables — 500

A BRI N 7Y J s T R N B
CEAGE £ NG SR

AEBFEEMAFE LM AES > 1%
PN 0 T Y R 12N B ER o

The related companies are companies in which certain directors
have common directorship and/or beneficial interests.

The Group’s key management personnel are all Directors, details

of their remuneration are disclosed in note 12.
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40. A 2 )8R L BUR EORE 40. BALANCE SHEET INFORMATION OF THE
COMPANY
AL AR B G E AR E R Balance sheet information of the Company at the balance sheet

date includes:

TERNAE ZRE AR
2006 2005
W% T T T
HK$°000 HK$’000
I B G Non-current Assets
BfF Jog 2w A A Interests in subsidiaries — 666,333
— [T R B 2w R K Loan to a subsidiary — 68,620
— 734,953
E G E Current Assets
BT Jogg 2 ) R K Amounts due from
subsidiaries 763,028 —
Al 1R i 2k R B T A 3K Other receivables and
prepayment 107 87
SRAT & B KB & Bank balances and cash 464 262
763,599 349
it B Bk Current Liabilities
L Ath JE A5 5 1A Other payables 1,649 1,345
R B g 2w R A Amounts due to
subsidiaries 48,054 —
49,703 1,345
MENEE (A FHE Net Current Assets
(Liabilities) 713,896 (996)
713,896 733,957
A T it A Capital and Reserves
lii&S Share capital 219,104 219,104
fati Reserves 494,792 441,226
713,896 660,330
JEW B A fE Non-current liabilities
KBt & A ] R E Amounts due to subsidiaries — 5,007
A B — A B A R 2 B Loan from a related
company — 68,620
— 73,627
713,896 733,957
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41. #HSHBFH 41. POST BALANCE SHEET EVENTS
A 18N > MRER T HAE T As disclosed in note 18, pursuant to the 182 sets of pre-sale
THZ T HE=THEFTI2hHEE contracts entered into between 22 and 30 December 2005, a
GIF] > AR E) — [ 4 B A w) A RT A wholly-owned subsidiary of the Company contracted to acquire
— A B AL 2 AR R TS from a connected party certain property interests situated in
HE 3 A A B N R H5585,550,0000C » AR Shanghai at a total consideration of RMB585,550,000. As
A5 [ 38 ) SR AT HEHP T 5 R i i i 2 mutually agreed, the balance payment of RMB400,000,000 was
MER TRITZFEER - HEFRED fully settled subsequent to balance sheet date by credit facilities
WA H BB B SRR AR granted by the banks to the Group upon charge over the
400,000,0007C » FE AR TR FEN properties acquired under the pre-sale contracts in favour of the
I =Z+ HAREA B RS - banks. Completion of the pre-sale contracts took place on 30
September 2006 in accordance with the terms thereof.
42, FEWE A N 42. PARTICULARS OF PRINCIPAL
SUBSIDIARIES
W TFEENENRNA = H s EEHEA Particulars of principal subsidiaries at 30 June 2006 are as
A ZFEMT follows:
AR A
C#iT R CEAT A
JL BRBA ok O A T
WS 2+ ) 44 B ik i ¥ A Ak  TEXE
Proportion of
Place of Issued and nominal value
incorporation/ paid up of issued/
registration/ share capital/ registered capital held
Name of subsidiary operation registered capital by the Company  Principal activities
I Jf
Ordinary Others
T fh e A R A i W W 1,2007C — 100%  BEFER
Ardent Enterprises Limited Hong Kong HK$1,200 — 100%  Investment holding
b R o A BB (W EEA) —  34:29,500,0007C 98%  WIRLLENEE
HIRAA (Htat—)
Beijing Longfast Property PRC (Note 6) — U$$29,500,000 98%  Property investment
Development Co., Ltd. (Note 1) and development
HNELLE A R A A it E#T — 100%  $E{1R FEMH
Billion Stock Investment Hong Kong HK$2 — 100%  Provision of nominee
Limited services
R EE1T — 100% B R
Broad Capital Investments British Virgin US$1 — 100%  Investment holding
Limited Islands
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42, EEWEBA AN )

42. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (Continued)

k]
C#iT R CEA A
W/ BB A/ ik O 6 A i 4
WS 2+ ) 44 B ik i ¥ A Al REEH
Proportion of
Place of Issued and nominal value
incorporation/ paid up of issued/
registration/ share capital/ registered capital held
Name of subsidiary operation registered capital by the Company  Principal activities
I
Ordinary Others
TREXRARAA i T 100% WY
China Gain Properties Limited Hong Kong HK$2 100%  Property investment
Yl 8 BB % 4250,0007C 100%  BEFER
Dynamic (B.V.1.) Limited British Virgin US$50,000 100%  Investment holding
Islands
BN AR i # % 10,0007C 100% HME
Dynamic Finance Limited Hong Kong HK$10,000 100%  Financing
B () A RA ey il W T 100% M
Dynamic Management (Beijing)  British Virgin HK$7 100%  Financing
Limited Islands
1 TR A IR i w2t 100% 42k AR B
Dynamic Management Services Hong Kong HK$2 100%  Provision of
Limited management services
i W27 100% 42 B AR ES
Dynamic (Nominees) Limited Hong Kong HK$2 100%  Provision of
management services
M (B R B 0 e B EEIT 100% & BHFk A
A R
Dynamic Real Estate (China) British Virgin US$1 100%  Management
Management Consultancy Islands consultancy
Limited
ey il EE107T 100%  HLEER
Glory Diamond Inc. British Virgin US$10 100%  Investment holding
Islands
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42. LEWE A AN ) 42. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
Ak ]
CH#f & CEATRA
Wk ik BmA ok O A o
W 2 i 4 4 KA R ik 0 % A Al FEEH
Proportion of
Place of Issued and nominal value
incorporation/ paid up of issued/
registration/ share capital/ registered capital held
Name of subsidiary operation registered capital by the Company  Principal activities
1§11 Jofb
Ordinary Others
WA R A ik eIV — 100%  BEFER
Harvic Investment Limited Hong Kong HK$2 — 100%  Investment holding
YR 5 e E&1T — 100%  BEHER
High Grand Investments Limited ~ British Virgin USS$1 — 100%  Investment holding
Islands
B R A R AR & ik Al — 100%  YERE
Move On International Limited Hong Kong HKS!1 — 100%  Property investment
B 0 e EEIT — 100%  BeEFER
Pearlway Investments Limited British Virgin US$1 — 100%  Investment holding
Islands
YN s 8 b % W (BEEE) — N 80% W IR/ W EER
HIRRF 53,550,0007C (et =)
Shenzhen Zhen Wah Harbour PRC (Note 7) — RMB53,550,000 80%  Port operations/
Enterprises Ltd. (Note 2) property development
ZHEREARAH i % 110,0007C — 100% HEER
Strong Way Investment Limited ~ Hong Kong HK$10,000 — 100%  Investment holding
ERERARLF i 5 W 40,0007C — 100%  WERE
Yonderille Developments Limited Hong Kong HK$40,000 — 100%  Property investment
Wtz - Notes:
— U RN S A B R A PR A R (T A 1. Beijing Longfast Property Development Co., Ltd. (“Beijing Longfast”) had
M ]) 2 G £ 95 4:30,000,0007C o bk a registered capital of US$30,000,000. The amount of US$29,500,000
FT B 22 2 95 4:29,500,00000 )5 1 B ZF LN disclosed above represents capital paid by the Group up to 30 June 2006.
FEANAZTHIEARERTHRE 2 BA - A However, the Group’s entitlement to share the profit in Beijing Longfast
MM o 7 52 A () 58 mT 4 4 b 5 R i 959 F1) was agreed to be at 95%.
i e
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H WA G )

Mt - (A)

[

A4 g A B ORI i i e S A PR R
(THIE ) 5 15 A7 JROHEHE 45 71 EL 5L eh 7
FEKAE R TR o ARG RO A
USRS VY <V
SR 5 M 7 IR BT A AT A S BCME R i
- AR R 2 R AR
I 52 80% i HE HE 4 S A A0 B A ¥R AR Y -
P A T A A S L 5 1 8 7B 1 (L5 4 60
TR AEAR) > AR SR R A — T R LA
LA R A A o BRI IRy A 42 [ B o
7 B KT AR A AT Tih T A e O -

F% Dynamic (B.V.I) Limited X Glory
Diamond Inc. M1/ &) B 4% 2 & #E A 4
JIT A B N WY A TR A -

AR L LR BT AWy LR AR
HIES Ry A1) PA I Ay
B WY F A BB 2 W) RORDIS R R iR 2 o

A B VB 2 ) A A TR A T T A T IR [H] A8
6 B 47 AE o] fEO S 8 7 o

TE #8572 W > W)k 2 o A 5 A A

BT -

TE A RS 2 B 2 W 2 R A A

B -

42. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)

Notes: (Continued)

The Group is in dispute with the Chinese joint venture partner as to the
percentages of equity interest held by two parties in Shenzhen Zhen Wah
Harbour Enterprises Ltd. (“Zhen Wah”). The Group has been negotiating
with the Chinese joint venture partner to resolve the dispute and to acquire
all the equity interest held by the Chinese joint venture partner on real
estates development in Tung Kok Tau. Based on the opinion of a PRC
lawyer, the 80% equity interest owned by the Group in Zhen Wah is valid
and legally enforceable. As the dispute has been prolonged and hinders the
operations of Zhen Wah including annual inspection of business licence,
the Group has lodged a petition for international arbitration in this regard.
In the meantime, negotiations are continuing with Chinese joint venture

partner to resolve the dispute.

Other than Dynamic (B.V.I.) Limited and Glory Diamond Inc., which are
wholly-owned directly by the Company, all subsidiaries are held by the
Company indirectly.

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

Directors, result in particulars of excessive length.

None of the subsidiaries had issued any debt securities at the end of the

year, or at any time during the year.

The subsidiary established in the PRC is registered as sino-foreign co-

operative joint venture.

The subsidiary established in the PRC is registered as sino-foreign equity

joint venture.






