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Chairman’s Statement

On behalf of the Board of Directors (the “Board”), | am pleased to present the annual report of Capital
Estate Limited (the “Company”) and its subsidiaries (together the “Group”) for the year ended 31st July,
2007.

Review of the Results

The Group’s turnover for the year ended 31st July, 2007 was HK$154.7 million (2006: HK$72.9 million).
Net profit after tax attributable to equity holders of the Company for the year ended 31st July, 2007
amounted to HK$85.1 million (2006: HK$28.9 million).

The improvement in results was mainly attributable to the increase in gains from the trading of marketable
securities and derivatives financial instruments.

Dividend
The Directors do not recommend the payment of any dividends for the year ended 31st July, 2007.

Liquidity and Financial Resources

The Group continued to maintain a very liquid position. At 31st July, 2007, the Group had cash of
HK$151.5 million (2006: HK$237.3 million) and marketable securities totalling HK$266.1 million (2006:
HK$101.8 million). Total bank borrowings were HK$6.0 million at 31st July, 2007 (2006: HK$6.8 million),
of which HK$1.0 million (2006: HK$0.9 million) were repayable within one year, HK$4.6 million (2006:
HK$4.3 million) within two to five years and HK$0.4 million (2006: HK$1.6 million) over 5 years. The
bank borrowings were all denominated in Hong Kong dollars and were mainly on a floating rate basis at
Hong Kong best lending rates. In August 2007, the bank borrowings were early repaid to the extent of
HK$5.9 million.

Exchange Rate Exposure

Most assets, liabilities and transactions of the Group are denominated in Hong Kong dollars, except for
the Group’s investment properties in Japan, and certain foreign currency derivatives held for trading. The
fluctuations of foreign currencies did not have a significant impact on the performance of the Group.

Business Review

During the year ended 31st July, 2007, the principal activities of the Group remained to be property
investment and development, provision of estate agency services, financial investment and related
activities.

In Macau, according to the statistics published by Macau’s Census and Statistics Department, the
number of visitor arrivals has escalated to over 17 million in the first eight months of 2007, up by 21.8%
over the same period of last year. Focusing on Macau'’s robust economy and blooming tourism, the Group
has seized various opportunities and increased its presence in the property and hotel sectors through
active investment and acquisitions.
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Chairman’s Statement

In May 2007, the Group increased its equity interest in Tin Fok Holding Company Limited (“Tin Fok”) in
Macau from 10% to 32.50% by acquiring a further 22.50% interest for a consideration of HK$160
million. Tin Fok, now an associated company of the Group, continues to operate and own 100% interest
in Hotel Fortuna, Macau, the popular three-star hotel within close proximity to business and shopping in
the San Hau Ngor district. According to its audited accounts for the year ended 31st December, 2006,
Tin Fok achieved a turnover of approximately HK$174.2 million in 2006, up 51.3% from HK$115.1
million in 2005, and its hotel occupancy rate was approximately 83.9%. Tin Fok continued to perform
satisfactorily. For the ensuing period ended 31st July, 2007, Tin Fok’s turnover was in excess of HK$130
million and its hotel occupancy rate was above 90%.

On 29th June, 2007, the Group acquired 49% of the issued quota capital of Sun Fat Investment and
Industry Company Limited for a consideration of HK$161.7 million. On 5th November, 2007, the Group
acquired a further 50% interest in Sun Fat for HK$158.3 million, thereby increasing its total shareholdings
in Sun Fat to 99%. The principle asset of this subsidiary is its 100% ownership of a piece of land in
Coloane, Macau, which consists of a site area of approximately 10,154 square meters with a valuation
of HK$330 million as at 8th June, 2007. The land is currently vacant pending the approval of a development
plan to develop 48 residential houses and related facilities with a total gross floor area of approximately
19,394 square meters.

The Group continues to hold a 5% interest in Sociedade de Investimento Imboiliaro Pun Keng Wan, SARL
in Macau, which owns the piece of land located at Avenida Commercial de Macau - Baia de Praia Grande,
Zona A “Lote 9”. The Macau company is awaiting the approval of the building plans to commence the
development of the 57-storey luxurious residential building on the site.

In July 2007, the Group disposed of its indirect interest in Century 21 Hong Kong Limited, the subsidiary
which operates in estate agency franchising, for a consideration of HK$4 million. The disposal allows
the Group to focus on its strategy to expand its property portfolio.

Meanwhile, the Group has successfully raised approximately HK$215.0 million after expenses by way of
rights issue in April 2007. The rights issue has provided the Group with long term equity funding, and
strengthened the Group’s financial capabilities for future investment activities.
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Chairman’s Statement

Prospects

With the opening of more world-class casinos and convention centres, and the establishments of large-
scale entertainment complexes and resorts, the outlook of Macau’s economy remains positive. The
Group is confident that its investments in the property and hospitality sectors in Macau will be fruitful
and rewarding, and will realize satisfactory return to both the Group and its shareholders in the foreseeable
future.

Looking ahead, the Group will continue to identify and secure suitable investment projects in Macau in
order to capitalize on its rapid economic growth. The Group will also explore actively opportunities in
Mainland China, especially the neighbouring Guangdong Province.

Reward for Employees
The Group offers its employees competitive remuneration packages which commensurate with their
performance, experience and job nature.

Acknowledgements
I would like to thank my fellow directors and staff for their contribution and commitment during the year.

By Order of the Board
Chu Nin Yiu, Stephen
Executive Chairman

22nd November, 2007
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Directors’ Profiles

EXECUTIVE DIRECTORS

Chu Nin Yiu, Stephen, aged 50, is an executive Director, Chairman of the Company. He was appointed to
the Board in May 2005. He has over 25 years business and management experience in the electronics
industry in Hong Kong, and was a director and shareholder of a company listed overseas principally
engaged in the manufacture and distribution of electronic products. Mr. Stephen Chu was a 1994 Awardee
Member of Hong Kong Young Industrialists Council Limited, and a director of Tung Wah Group of Hospitals
for the year 2001/02.

Chu Nin Wai, David, aged 53, is an executive Director, Deputy Chairman of the Company. He was appointed
to the Board in May 2005. He has over 20 years’ extensive experience in the electronic industry in Hong
Kong an overseas, and also has experience in property development and investment. He is the elder
brother of the Executive Chairman and the substantial shareholder of the Company, Mr. Chu Nin Yiu,
Stephen.

Lau Chi Kan, Michael, aged 50, graduated from Simon Frasier University, Vancouver, Canada in 1980
with a Bachelor of Arts degree in Economics. Mr. Lau jointed the Board in May 2005 and has over 20
years’ business and management experience in the clothing industry. He owns and manages a garment
merchandising and trading company in Hong Kong and an apparel importing company in the U.S.. Mr.
Lau is also the major shareholder of a number of companies in Hong Kong and overseas, which are
engaged in garment manufacturing, importing, warehousing, apparel design or merchandizing.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Li Sze Kuen, Billy, aged 60, was appointed to the Board in May 2005. He has extensive professional
experience in audit and accounting, and is currently a director of a CPA firm in Hong Kong. Mr. Li is a
member of the Canadian Institute of Chartered Accountants, and the Hong Kong Institute of Certified
Public Accountants. He graduated from the University of Manitoba, Canada, with a Bachelor of Arts
degree.

Wong Kwong Fat, aged 51, was appointed to the Board in June 2005. He is a seasoned manager of an
insurance broking company in Hong Kong. He is responsible for staff management and training, the
provision of individual financial advice to clients and the marketing of a wide range of products including
life and general insurance, package fund and mandatory provident fund. Mr. Wong has over 20 years’
specialized knowledge and experience in the insurance industry, and is a Fellow Chartered Financial
Practitioner of the Life Underwriter Association of Hong Kong.

Leung Kam Fai, aged 46, was appointed to the Board in June 2005. He is a solicitor of the High Court of
Hong Kong. Mr. Leung currently is a partner solicitor in civil and criminal practice with Messrs. Patrick
Wong & Co., Solicitors, and has extensive experience in litigation, conveyancing, commercial and probate
matters. Mr. Leung graduated from the University of Hong Kong with a Bachelor of Laws degree, and was
awarded the Sir Man Kam Lo/Jardine Scholarship and Downey Book Prize in 1989. He also holds a
Bachelor of Arts degree in Economics & Political Science from the University of Washington in the U.S.A.
and a postgraduate certificate in laws from the University of Hong Kong.
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

In order to attain a high standard of corporate governance, the Company is committed to continuously
adopting and improving effective measures and practices to achieve a high level of transparency and
accountability in the interests of its shareholders.

During the year ended 31st July, 2007, the Company complied with the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the Listing Rules, except for the following deviations:

1. Under Code A.2.1, the roles of chairman and chief executive officer should be separate and should
not be performed by the same individual.

The Chairman of the Board, Mr. Chu Nin Yiu, Stephen, provides overall leadership for the Board
and takes the lead to ensure the Board acts in the best interest of the Company. The Company
does not have a chief executive officer and the day-to-day management of the Company’s business
is shared among the executive directors. The Company will endeavour to ensure that there is a
clear division of these responsibilities at the board level to maintain a balance of power and
authority.

2. Under Code A.4.1, non-executive directors should be appointed for a specific term, subject to re-
election.

The independent non-executive directors of the Company are not appointed for a specific term as
they are subject to retirement by rotation at annual general meetings in accordance with Article
103(A) of the Company’s Articles of Association.

BOARD OF DIRECTORS

The board of directors (the “Board”) of the Company consists of three executive directors and three
independent non-executive directors. One of the independent non-executive directors has appropriate
professional qualifications or accounting or related financial management expertise as required by the
Listing Rules.

Providing overall direction and control of the Group, the Board is mainly responsible for the formulation
and development of business strategies and policies, and approval of budgets, results, significant
investments and material transactions. The daily administration and operations, and the execution of
plans and policies, are delegated to the management under the leadership of the Board.
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Corporate Governance Report

During the year, the Board held 5 meetings. The members of the Board and the attendance of each
member are as follows:

Name of Directors Meetings held/attended

Executive Directors:

Chu Nin Yiu, Stephen (Chairman) 5/5
Chu Nin Wai, David (Deputy Chairman) 5/5
Lau Chi Kan, Michael 3/5

Independent Non-Executive Directors:

Li Sze Kuen, Billy 4/5
Wong Kwong Fat 5/5
Leung Kam Fai 5/5

The biographies of the Board members are set out on page 6 of this annual report under the subject
“Directors’ Profile”. The directors have no financial, business, family or other material/relevant
relationships with each other except that Mr. Chu Nin Yiu, Stephen is the brother of Mr. Chu Nin Wai,
David.

The Company has received annual confirmations of independence from all independent non-executive
directors, and consider them independent in accordance with the Listing Rules.

All directors have full access to board minutes, papers and relevant information of the Group. They are
also entitled to obtain independent professional advice where deemed necessary in order to enable
them to make informed decisions and discharge their responsibilities and duties accordingly.

Appropriate directors’ and officers’ liability insurance has been arranged for the directors and officers of
the Company.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Chu Nin Yiu, Stephen is currently the Chairman. The Company does not have the position of Chief
Executive Officer. This is a deviation from Code A.2.1, which has been explained in the above section
headed “Corporate Governance Practices”.
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Corporate Governance Report

APPOINTMENT AND RE-ELECTION OF DIRECTORS

According to the Company’s Articles of Association, two of the directors shall retire from office at each
annual general meeting by rotation and shall be eligible for re-election. Any directors appointed by the
Board either to fill a casual vacancy or as an addition shall hold office only until the next following annual
general meeting of the Company and shall be eligible for re-election.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The independent non-executive directors of the Company are not appointed for a specific term as they
are subject to retirement by rotation at annual general meetings in accordance with the Company’s
Articles of Association.

REMUNERATION COMMITTEE

The Remuneration Committee currently comprises the Executive Chairman, Mr. Chu Nin Yiu, Stephen,
and the three independent non-executive directors, Mr. Li Sze Kuen, Billy, Mr. Wong Kwong Fat and
Mr. Leung Kam Fai.

The primary responsibilities of the Remuneration Committee are to make recommendations to the Board
on the Company’s policy and structure for all remuneration of directors and senior management, determine
the specific remuneration packages of all executive directors and senior management including any
compensation payable for loss or termination of their office or appointment, and make recommendations
to the Board of the remuneration of non-executive directors

During the year, the Remuneration Committee held two meetings and the attendance of each member is

as follows:

Name of Members Meetings held/attended
Chu Nin Yiu, Stephen 2/2
Li Sze Kuen, Billy 1/2
Wong Kwong Fat 2/2
Leung Kam Fai 2/2

NOMINATION OF DIRECTORS

The Company has not established a nomination committee. Nomination of new director is subject to the
assessment and approval by the Board based on the nominee’s qualification and experience, integrity,
commitment and potential contributions to the Company. During the year, no new director has been
appointed.
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AUDITORS’ REMUNERATION

For the year ended 31st July, 2007, remuneration of approximately HK$1,377,000 was payable to the
Auditors for audit service and approximately HK$749,000 for non-audit services mainly in relation to the
interim review and the rights issue during the year.

AUDIT COMMITTEE

The Audit Committee was established with written terms of reference in compliance with the Code. The
Audit Committee comprises Mr. Li Sze Kuen, Billy (Chairman), Mr. Wong Kwong Fat and Mr Leung Kam
Fai, all of whom are independent non-executive directors.

The principal functions of the Audit Committee include the review and supervision of the Group’s reporting
process and internal controls.

During the year, the Audit Committee held two meetings which were attended by all the members and
performed the following duties:

1. reviewed and commented on the Company’s draft annual and interim financial reports;
2. reviewed and commented on the Group’s internal controls; and
3. met with the external auditors and participate in the re-appointment and assessment of the

performance of the external auditors.

The Audit Committee has reviewed the audited results of the Group for the year ended 31st July, 2007.

FINANCIAL REPORTING

The directors acknowledge the responsibilities of preparing the financial statements of the Group which
give a true and fair view. The statement of the Auditor about their reporting responsibilities is set out in
the Independent Auditor’s Report on pages 18 and 19.

INTERNAL CONTROL

The Board recognizes its overall responsibilities for the Group’s internal controls, and is committed to
the ongoing development of an effective internal control system to safeguard asset protection, and to
enhance risk management and compliance with applicable legislation and regulations.

The Board has conducted a review of the effectiveness of the system of internal control of the Group.
The Company will continue to conduct annual reviews of its internal control system through the Audit
Committee, identifying control weaknesses and risk areas, if any, and taking effective measures to
improve the system.
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Corporate Governance Report

MODEL CODES FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) set out in Appendix 10 to the Listing Rules as its own code of conduct regarding
securities transactions by directors of the Company. Having made specific enquiry of all directors, all
directors confirmed that they have complied with the required standard as set out in the Model Code for
the year.

COMMUNICATION WITH SHAREHOLDERS

In order to keep shareholders well informed of the business activities and direction of the Group, extensive
information has been provided to the shareholders through annual and interim reports, circulars,
announcements and press interviews. The Company has established its own corporate website
www.capitalestate.com.hk to facilitate effective communication with its shareholders and the public.
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Directors’ Report

The directors present their annual report and the audited consolidated financial statements of the
Company for the year ended 31st July, 2007.

PRINCIPAL ACTIVITIES

The Company acts as a property and investment holding company. The activities of the principal
subsidiaries and associates are set out in notes 20 and 21 to the consolidated financial statements,
respectively.

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31st July, 2007, the aggregate amount of turnover attributable to the Group’s five
largest customers were less than 30% of the Group’s total turnover.

The aggregate amount of the purchase attributable to the Group’s five largest suppliers were less than
30% of the Group’s total purchases.

RESULTS

The results of the Group for the year ended 31st July, 2007 are set out in the consolidated income
statement on page 20.

INVESTMENT PROPERTIES

The Group revalued its investment properties at the year end date and the increase in fair value of the
investment properties amounting to HK$3,260,000 has been credited directly to the consolidated income
statement.

Details of the movements during the year in the investment properties of the Group are set out in note
16 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements during the year in the property, plant and equipment of the Group are set out
in note 17 to the consolidated financial statements.

MAJOR PROPERTIES

Particulars of the major properties of the Group as at 31st July, 2007 are set out on page 80.

SHARE CAPITAL AND WARRANTS
During the year, the Company made rights issue of shares. Details of these and other movements in the
share capital are set out in note 33 to the consolidated financial statements.

All the warrants were converted to ordinary shares during the year.
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SHARE OPTIONS
Pursuant to a resolution passed on 30th December, 2002, the existing share option scheme was adopted

(the “Scheme”).

Particulars of the Scheme are set out in note 34 to the consolidated financial statements.

The following table discloses movements in the share options issued under the Scheme of the Company
during the year:

Outstanding Granted Exercised Outstanding
Date of Exercise at during during at
Grant Exercisable period price 1.8.2006 the year the year 31.7.2007
HK$
Category 1: Directors
Chu Nin Yiu, Stephen (note) ~ 17.07.2006 17.07.2006 - 29.12.2012 0.068* 48,055,762* — (48,050,000) 5,762
Chu Nin Wai, David 17.07.2006 17.07.2006 - 29.12.2012 0.068* 48,055,762* — (48,050,000) 5,762
15.06.2007 15.06.2007 - 14.06.2010 0.167 — 58,130,000 — 58,130,000
Lau Chi Kan, Michael 17.07.2006 17.07.2006 - 29.12.2012 0.068* 48,055,762* — (20,000,000) 28,055,762
15.06.2007 15.06.2007 - 14.06.2010 0.167 — 58,130,000 — 58,130,000
Wong Kwong Fat 15.06.2007 15.06.2007 - 14.06.2010 0.167 — 30,800,000 — 30,800,000
144,167,286 147,060,000 (116,100,000) 175,127,286
Category 2: Employees
Employees 13.09.2006 13.09.2006 - 29.12.2012 0.048* — 52,086,245* (10,000,000) 42,086,245
15.06.2007 15.06.2007 - 14.06.2010 0.167 — 160,285,000 (15,000,000) 145,285,000
31.07.2007 31.07.2007 - 30.07.2010 0.255 — 215,190,000 — 215,190,000
— 427,561,245 (25,000,000) 402,561,245
Category 3: Consultants
Consultants 31.07.2007 31.07.2007 - 30.07.2010 0.255 — 215,190,000 — 215,190,000
Total all categories 144,167,286 789,811,245 (141,100,000) 792,878,531
* The number and exercise price of the share options have been adjusted in the above table to reflect the one-

to-five rights issue completed in April 2007 as set out in note 33(g).

Note: Mr. Chu Nin Yiu, Stephen is also a substantial shareholder of the Company.
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DISTRIBUTABLE RESERVES OF THE COMPANY
At 31st July, 2007 and 2006, the Company had no reserve available for distribution to shareholders.

DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Executive Chairman:
Chu Nin Yiu, Stephen

Executive Directors:
Chu Nin Wai, David (Deputy Chairman)
Lau Chi Kan, Michael

Independent Non-Executive Directors:
Leung Kam Fai

Wong Kwong Fat

Li Sze Kuen, Billy

In accordance with Article 103(A) of the Company’s Articles of Association, Lau Chi Kan, Michael and Li
Sze Kuen, Billy retire by rotation and, being eligible, offer themselves for re-election.

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

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

The Company has received, from each of the independent non-executive directors, an annual confirmation
of his independence pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“the Listing Rules”). The Company considers all the independent non-
executive directors are independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

At 31st July, 2007, the interests of the directors and the chief executive and their associates in the
shares and underlying shares of the Company and its associated corporations, as recorded in the register
maintained by the Company pursuant to Section 352 of the Securities and Futures Ordinance (the “SFO”),
or as otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed Companies,
were as follows:

Long positions
(a) Ordinary shares of HK$0.01 each of the Company

Percentage

of the issued

Number of share capital

Name of director Capacity shares held of the Company
Chu Nin Yiu, Stephen Held by controlled corporation (Note) 2,288,379,000 21.27%

(“Mr. Chu”)

Note: The 2,288,379,000 shares were held by Supervalue Holdings Limited (“Supervalue”), which is in
turn wholly owned by Mr. Chu. Mr. Chu is therefore deemed to be interested in 2,288,379,000 shares
of the Company.

(b) Share options

Number of Number of

Name of director Capacity options held underlying shares
Mr. Chu Beneficial owner 5,762 5,762
Chu Nin Wai, David Beneficial owner 58,135,762 58,135,762
Lau Chi Kan, Michael Beneficial owner 86,185,762 86,185,762
Wong Kwong Fat Beneficial owner 30,800,000 30,800,000
175,127,286 175,127,286

Other than as disclosed above, none of the directors, chief executive nor their associates had any
interests or short position in any shares or underlying shares of the Company or any of its associated
corporations as at 31st July, 2007.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than as disclosed in the section “Share options”, at no time during the year was the Company or
any of its subsidiaries, a party to any arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of, the Company or any other body
corporate, and neither the directors nor any of their spouses or children under the age of 18, had any
right to subscribe for the securities of the Company, or had exercised any such right.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Other than as disclosed under the heading “Related Party Disclosures” as set out in note 42 to the
consolidated financial statements, there were no contracts of significance to which the Company, or any
of its subsidiaries, was a party and in which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31st July, 2007, the register of substantial shareholders maintained by the Company pursuant to
section 336 of the SFO showed that the following shareholders had notified the Company of relevant
interests in the issued share capital of the Company:

Long positions
(a) Ordinary shares of HK$0.01 each of the Company

Percentage

Number of of the issued

issued ordinary share capital

Name of shareholder Capacity shares held of the Company
Supervalue Beneficial owner 2,288,379,000 21.27%
Mr. Chu Held by controlled 2,288,379,000 21.27%

corporation (Note)

Note: The 2,288,379,000 shares were held by Supervalue, which was in turn wholly owned by Mr. Chu. Mr.
Chu was therefore deemed to be interested in 2,288,379,000 shares of the Company.

(b) Share options

Number of Number of
Name of director Capacity options held underlying shares
Mr. Chu Beneficial owner 5,762 5,762

Other than disclosed above, the Company has not been notified of any other relevant interests or short
positions in the issued share capital of the Company as at 31st July, 2007.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED SECURITIES
During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

CORPORATE GOVERNANCE
Pursuant to Appendix 23 of the Listing Rules, details of corporate governance report are set out on
pages 7 to 11 of the Annual Report.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up by the board of directors on the basis of
their merit, qualifications and competence.

The emoluments of the directors of the Company are decided by the board of directors after
recommendation from the Remuneration Committee, having regard to the time commitment and
responsibilities of the directors, the Company’s operating results, individual performance and comparable
market statistics.

SUFFICIENCY OF PUBLIC FLOAT
The Company maintained a sufficient public float throughout the year ended 31st July, 2007.

POST BALANCE SHEET EVENT
Details of the significant post balance sheet event are set out in note 43 to the consolidated financial
statements.

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

On behalf of the Board
Chu Nin Yiu, Stephen
Executive Chairman

22nd November, 2007
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Independent Auditor’s Report

Deloitte.
BED

TO THE SHAREHOLDERS OF CAPITAL ESTATE LIMITED
Tt ERRA A
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Capital Estate Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set out on pages 20 to 78, which comprise the
consolidated and Company balance sheets as at 31st July, 2007, and the consolidated income statement,
the consolidated statement of changes in equity and the consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS
The directors of the Company are responsible for the preparation and the true and fair presentation of
these consolidated financial statements in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants and the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the consolidated financial statements that are free
from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit and to report our opinion solely to you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial statements are free from material
misstatement.
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Independent Auditor’s Report

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the directors, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of
the Company and of the Group as at 31st July, 2007 and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards and have been properly prepared
in accordance with the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22nd November, 2007
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Consolidated Income Statement

For the year ended 31st July, 2007

2007 2006
NOTES HK$’000 HK$’000
Continuing operations
Revenue 7 154,700 72,867
Direct costs on property rental (935) (1,680)
Gross profit 153,765 71,187
Other income 8,407 5,650
Increase (decrease) in fair value of investment
properties 3,260 (19,768)
Administrative expenses (56,069) (16,223)
Share of profit of associates 1,599 —
Finance costs 9 (498) (568)
Profit before taxation 110,464 40,278
Taxation 10 (22,770) (11,539)
Profit for the year from continuing operations 87,694 28,739
Discontinued operation
Profit for the year from discontinued operation 11 493 243
Impairment loss on goodwill 11 (780) —
Loss on disposal of subsidiaries constituting
the discontinued operation 37 (2,099) —
(2,386) 243
Profit for the year 12 85,308 28,982
Attributable to:
Equity holders of the Company 85,140 28,900
Minority interests 168 82
85,308 28,982
Earnings per share 15

From continuing and discontinued operations
Basic

1.044 HK cents

0.838 HK cents

Diluted

1.040 HK cents

0.837 HK cents

From continuing operations
Basic

1.075 HK cents

0.833 HK cents

Diluted

1.071 HK cents

0.832 HK cents
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Consolidated Balance Sheet

At 31st July, 2007

2007 2006
NOTES HK$’000 HK$’000
Non-current assets
Investment properties 16 37,828 34,568
Property, plant and equipment 17 3,731 814
Prepaid lease payments 18 7,265 —
Deferred tax assets 36 — 49
Goodwill 19 — 4,193
Interests in associates 21 392,499 —
Available-for-sale investments 22 56,250 116,250
497,573 155,874
Current assets
Properties held for sale 23 206 206
Derivative financial instruments 24 — 283
Trade and other receivables 25 12,987 13,455
Prepaid lease payments 18 908 —
Investments held for trading 26 266,127 101,826
Certificate of deposit 27 — 8,996
Promissory note receivables 28 —_ 4,000
Taxation recoverable — 75
Pledged bank deposit 29 630 614
Bank balances and cash 29 151,464 237,318
432,322 366,773
Current liabilities
Trade and other payables 30 6,401 12,803
Derivative financial instruments 24 775 1,163
Taxation payable 34,308 11,595
Bank borrowings — due within one year 31 1,039 903
Bank overdrafts — 84
42,523 26,548
Net current assets 389,799 340,225
Total assets less current liabilities 887,372 496,099
Non-current liability
Bank borrowings — due after one year 31 4,937 5,920
882,435 490,179
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At 31st July, 2007

2007 2006
NOTES HK$’000 HK$’000

Capital and reserves
Share capital 33 107,598 338,717
Reserves 774,837 150,244
Equity attributable to equity holders of the Company 882,435 488,961
Minority interests —_ 1,218
882,435 490,179

The consolidated financial statements on pages 20 to 78 were approved and authorised for issue by the
Board of Directors on 22nd November, 2007 and are signed on its behalf by:

Chu Nin Yiu, Stephen Chu Nin Wai, David
DIRECTOR DIRECTOR
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Balance Sheet

At 31st July, 2007

2007 2006
NOTES HK$’000 HK$’000
Non-current assets
Investments in subsidiaries 20 400 10
Amounts due from subsidiaries 20 630,136 268,688
630,536 268,698
Current assets
Properties held for sale 23 206 206
Other receivables 202 173
Promissory note receivables 28 — 4,000
Bank balances and cash 29 112,091 195,764
112,499 200,143
Current liabilities
Other payables 2,100 562
Amounts due to subsidiaries 32 31,939 28,780
34,039 29,342
Net current assets 78,460 170,801
708,996 439,499
Capital and reserves
Share capital 33 107,598 338,717
Reserves 35 601,398 100,782
708,996 439,499
Chu Nin Yiu, Stephen Chu Nin Wai, David
DIRECTOR DIRECTOR
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For the year ended 31st July, 2007

Attributable to equity holders of the Company

Convertible
Share Capital Capital notes
Share Share Capital  Warrants options  reduction redemption equity Revaluation Accumulated Minority
capital premium reserve reserve reserve reserve reserve reserve reserve losses Total  interests Total
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
(note 35)
Balance at 1st August, 2005 52,544 51,866 157 - — 170,583 268 92 — (116,205 159,305 1126 160,431
Profit for the year and
recognised income
for the year — — — — — - - - - 28,900 28,900 82 28,982
Issue of shares on rights
issue (note 33a) 210,176 — — — — - - - - — 210,176 — 210,176
Conversion of convertible
notes (note 33b) 2211 1,009 - - - - - (92) - - 3,128 - 3128
Issue of shares on private
placement (note 33d) 52,800 264 - - - — — — — - 53,064 - 53,064
Issue of warrants (note 33¢) — — — 13,247 — — — — — — 13,247 — 13,247
Exercise of warrants
(note 33¢) 20,986 5,247 — (5,247) - - - - - — 20,986 — 20,986
Expenses incurred in
connection with issue of
shares — (5,806) — — — — — — — — (5,806) — (5,806)
Recognition of equity-settled
share-based payments
(note 34) — — — — 5,961 - - - - — 5,961 — 5,961
Capital contribution from
a minority shareholder - - - - - - - - - - - 10 10
Balance at 31st July, 2006 338,717 52,580 157 8,000 5961 170,583 268 — — (87,305) 488,961 1218 490,179
Profit for the year and
recognised income
for the year - - - - - - - - - 85,140 85,140 168 85,308
Capital reduction (note 33f) (324,781) 324,781 - - - — — — — - - - -
Issue of shares on rights
issue (note 33g) 84,680 135,487 - - - — — — — — 220,167 — 220,167
Exercise of warrants
(note 33h) 4571 35,429 — (8,000) — — — — — — 32,000 — 32,000
Exercise of share options
(note 33i) 1411 15,254 - - (5,812) - - - - — 10,853 — 10,853
Expenses incurred in
connection with issue of
shares — (5,280) — — — - - - — — (5,280) — (5,280)
Recognition of equity-settled
share-based payments
(note 34) — — — — 41,394 - - - - — 41,394 — 41,394
Acquisition of additional
int