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Chairman’s Statement

| am pleased to present the results of the G-Prop (Holdings) Limited (the
“Company”) and its subsidiaries (the “Group”) for the year ended 31
December 2007 (the "Year") to the shareholders of the Company (the
“Shareholders”)

RESULTS

The profit for the Year was HK$15,193,000 and was increased by
HK$10,374,000 or 215.3%. The increase was mainly due to gain on disposal
of an intangible asset of HK$11,865,000, increase from bank interest
income of HK$3,676,000 and gain on disposal of investment properties of
HK$580,000.

DIVIDENDS

The Directors have not proposed any interim or final dividend in respect of the
year ended 31 December 2007 (2006: final dividend of HK$0.01 per share).

BUSINESS REVIEW

The Group was principally engaged in properties investment business and

development of the methanol production business during the Year.
Properties Investment Business

During the Year, the remaining eight levels of the godown in Kwai Chung
continued to generate rental income of HK$2,109,000 to the Group until the
completion of disposal of these eight levels properties in October 2007. On
the other hand, the Group acquired twenty-five carparking spaces together
five adjoining spaces at Bank of East Asia Harbour View Centre, Wanchai
and the six carparking spaces and carport basement at Nine Queen’s Road
Central, Central, Hong Kong on 31 July 2007. The acquisition of the thirty-
one carparking spaces had contributed HK$673,000 or 23.9% to the Group's
turnover and HK$ 1,478,000 or 9.7% of the Group's profit which comprised of
HK$1,950,000 fair value gain on investment properties.
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Chairman’s Statement

BUSINESS REVIEW (cont'd)

Development of Methanol Production Business

For the Year, the Group identified an investment opportunity and acquired A
SEFEEELEEGR AT (unofficial English translation as Inner Mongolia
Yize Mining Company Limited) ("PRC Company”) at the consideration
RMB59,962,000 (equivalent to HK$62,406,000). The PRC Company owns
a piece of land at Inner Mongolia of PRC on which a plant is intended to be
set up for manufacturing methanol products using coal as raw materials. As
at 31 December 2007, the total investment cost of the Group relation to
the development of methanol production business was HK$157,342,000,
among other things, (i) payment of the consideration of acquisition of the
PRC Company, (i) deposits payment for development cost of methanol plant
and water usage right in Inner Mongolia and (iii) working capital of the PRC
Company. After deducting the impairment loss on goodwill of HK$1,470,000
on acquisition of the PRC Company, the net assets attributing to the
development of methanol production business and its capital commitments,
which consisted mainly of authorised and contracted for development cost of
methanol plant, are HK$155,872,000 and HK$44,856,000 respectively as at
31 December 2007.

Issue of Subscription Shares and Convertible Bonds

In order to enlarge the capital base and to finance the development of
the PRC Company, on 25 October 2007, the Group issued 740,518,325
subscription shares and HK$108,000,000 zero coupon convertible bonds
to Fame Ascent Investments Limited (an indirect wholly-owned subsidiary of
Kingboard Chemical Holdings Limited) and 493,678,883 subscription shares
and HK$72,000,000 zero coupon convertible bonds to Asian Kingdom Limited
(a sole ultimately and beneficially owned by Mr. Joseph Lau, Luen-hung). The
net proceed after deducting the expenses in connection with the subscription
shares and convertible bonds was HK$375,552,000 which the Group intended
to use for the construction of the plant of the methanol production business.

During the period from 25 October 2007 to 31 December 2007, there were
no conversion of convertible bonds taken place and the principal outstanding
of the convertible bonds was remained as HK$180,000,000.

Disposal of an intangible asset

During the Year, the Group disposed of the three phase patent, which were
application patent for method and device for automatically switching three-
phase voltage for saving transformer, to an independent third party. Since
the carrying value of the patents was fully impaired in previous years, the net
proceed of the patents after deducting the direct cost in connection with the
disposal was recognised as gain of HK$11,865,000 for the Year.
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Chairman’s Statement

POST BALANCE SHEET EVENT

On 1 February 2008, the Group had entered into (i) a conditional agreement
for the disposal of its entire interest in certain of its indirectly wholly owned
subsidiaries, which constitutes a major and connected transaction of the
Company; and (ii) a conditional agreement for the termination of a possible
joint venture cooperation which is related to the formation of PRC joint venture
companies as disclosed in the announcement of the Company on 21 January
2008. Besides, the Group had been informed that an agreement for sales and
purchase of the shares and convertible securities of the Company was signed
and as result, the purchaser of such securities is required to make mandatory
unconditional cash offers (other than those already owned by or agreed to be
acquired by it or parties acting in concert with it) under the Hong Kong Code
on Takeovers and Mergers. Details are set out on the announcement dated 1
February 2008. Since more time is required for the negotiation between the
Company and the counterparty in relation to certain amendments to the terms
of the signed agreements for the purpose of compliance with the Listing Rules
and for the finalisation of the content of the further announcement related to
change of business plan. At the date of this annual report, the matters are still
in progress and a further announcement in relation to them will be issued by

the Company as soon as practicable.

PROSPECTS

The Group will continue to hold the thirty-one carparking spaces at Bank of East
Asia Harbour View Centre and Nine Queen's Road Central for rental purpose.
At the same time, the Directors is reviewing on the business activities in
particular on the development of methanol production business and assets of
the Group for the purpose of formulating business plans and strategies for the
future business development of the Group. The Company will continue actively
and consistently seek for new potential investment opportunities in order to

increase the value of the Shareholders.

APPRECIATION

I would like to take this opportunity to thank the Shareholders for their
continuing support and my fellow directors and staff for their dedication and

hard work.

On behalf of the Board
Kong Chi-ming
Deputy Chairman

Hong Kong, 7 March 2008
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Financial Operation Review

RESULTS

Turnover for the Year was HK$2,812,000 and was decreased by HK$700,000
or 19.9% when compared with the last year. The decrease in turnover was
the result in decrease rental income and other investment of HK$445,000 and
HK$255,000 respectively.

The gross profit for the Year amounted to HK$2,498,000 (2006:
HK$1,823,000), a 37.0% increase as compared with last year due to decrease
of the direct cost of HK$314,000 (2006: HK$1,689,000) despite a decrease

in turnover.

Other operating income recorded an increase of 131.8% to HK$5,584,000 as
compared with last year (2006: HK$2,409,000). It is mainly the bank interest
income increased to HK$5,496,000 for the Year (2006: HK$1,820,000).

The profit attributable to the Shareholders for the Year was HK$15,193,000,
representing an increase of HK$10,374,000 or 215.3%. Such increase was
merely because of a gain on disposal of an intangible asset of HK$11,865,000
(2006: HK$NIL); a 202.0% or amount of HK$3,676,000 increase in bank
interest income; a gain on disposal of investment properties amounted to
HK$580,000 (2006: loss HK$746,000); and a decrease of HK$1,375,000 in
direct cost. The basic and diluted eamings per share are HK1.5 cents (2006:
HKO.6 cent) and HK1.4 cents (2006: HKO.6 cent) respectively, represents the

increases of HK0.9 cent or 1.5 times and HK0.8 cent or 1.3 times respectively.

The two major non-cash cost items amounted to HK$3,639,000 (2006:
HK$NIL) and a non-cash gain item amounted to HK$1,609,000 (2006:
HK$4,373,000). If the three non-cash items are excluded, the core profit for
the Year will become HK$17,223,000 (2006: HK$446,000). The adjusted
basic and diluted earnings per share are HK1.69 cents (2006: HK0.06 cent)
and HK1.41 cents (2006: HKO.06 cent) respectively.

The two major non-cash cost items are the effective interest expense on
convertible bonds of HK$2,169,000 (2006: HK$Nil) and the impairment loss
of goodwill of HK$1,470,000 (2006: HK$NIil). The non-cash gain item is the
fair value changes on investment properties together with their respective
deferred tax expenses are HK$ 1,609,000 (2006: HK$4,373,000).
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Financial Operation Review

NET ASSETS VALUE

As at 31 December 2007, the Group's total net asset was HK$365,659,000
(2006: HK$128,676,000), an increase of HK$236,983,000 or 1.8 times when
compared with last year. Such increase was mainly due to (a) the issuance
of 1,234,197,208 subscription shares and HK$180,000,000 zero coupon
convertible bonds and resulted in the increases of share capital, share premium
and convertible bond’s reserve which in the amount of HK$12,342,000,
HK$185,404,000 and HK$29,867,000 respectively and (b) profit for the Year
of HK$15,193,000.

Net asset value per share as at 31 December 2007 was HK$0.180 (2006:
HK$0.162).

EQUITY

For the Year, the Company issued a total of 1,234,197,208 ordinary share
of HK$0.01 each pursuant to a subscription agreement at subscription price
of HK$0.162 per share on 25 October 2007. The number of issued ordinary
shares as at 31 December 2007 and 2006 were 2,028,255,008 and
794,057,800 respectively.

DEBT AND EQUITY RATIO

The Group has an outstanding convertible bonds of HK$180,000,000 as at 31
December 2007.

As at 31 December 2007, the debt to equity ratio was 39.3% (2006: Nil)
which was expressed as a percentage of the carrying amount of the liability
component of the convertible bonds of HK$143,678,000 over the net assets
of HK$365,659,000 as at 31 December 2007. Besides, the Group did not

have any financial instruments used for hedging purpose.

CAPITAL COMMITMENTS

The capital commitments outstanding as at 31 December 2007 were
approximately HK$44,856,000, consisted mainly of authorised and contracted

for development cost of methanol plant.
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Financial Operation Review

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income was included in turnover and other operating income. Interest
received, other than from loans receivables, from bank interest income was
HK$5,496,000 (2006:HK$1,820,000). The finance cost was HK$2,169,000
(2006: HK$ Nil) which was effective interest expense on convertible bonds for

the Year.

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

As at 31 December 2007, the Group employed a total of seven staff excluding
the Directors (2006: three staff). The additional five head counts were all
employed for the PRC Company during the Year. Total staff cost for the Year
was approximately HK$825,000 (2006: HK$1,118,000). Remuneration
package comprised of salaries and year-end bonuses based on individual
merits. The Company had adopted share option scheme since 15 February
2002 (the “2002 Scheme"). Details of the 2002 Scheme are disclosed in
the consolidated financial statements for the Year. There were no outstanding
options at the beginning and at the end of the year. No options were granted,

exercised, cancelled and lapsed during the Year.

PROPERTY VALUATION

During the Year, the Group had disposed of investment properties and assets
classified as held for sale with their carrying values of HK$35,600,000 and
HK$9,338,000 respectively. The Group's investment properties were revalued
at 31 December 2007 by Norton Appraisals Limited, an independent firm of
professional property valuers, at HK$3 1,000,000 after taking a gain of fair value
changes on investment properties amounted to HK$1,950,000 during the

Year.
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Profiles of Directors and Senior Executives

EXECUTIVE DIRECTORS

Mr. KONG, Chi-ming, aged 44, has been an Executive Director of the
Company since July 2005 and was appointed Deputy Chairman of the
Company in November of the same year. Mr. Kong holds a Bachelor Degree
and a Master Degree in Business Administration. He has over 17 years of

experience in the management and development of property projects in China.

Mr. LEUNG, Wing-pong, aged 46, has been an Executive Director of the
Company since October 2002 and was appointed as Chief Executive Officer
of the Company in July 2005. Mr. Leung has over 20 years' experience in the
area of internal audit. Mr. Leung is a member of the Hong Kong Securities
Institute and is also a Responsible Officer of a securities and futures firm in

Hong Kong.

Mr. CHAN, Wing-kwan, aged 61, has been the Executive Director of the
Company nominated by Kingboard Chemical Holdings Limited's Group ("KB")
since October 2007. He is responsible for overseeing the coal mine and
methanol project in Inner Mongolia Yize Mining Investment Co. Ltd.. Mr. Chan
had a degree of Doctor of Business Science from Pacific Western University LA.
and had over 22 years' experience in the sales and distribution of electronic
components, industrial chemicals and printed circuit boards. He is also the
managing director and shareholder of KB and managing director of Kingboard
Copper Foil Holdings Limited and a non-executive director of Elec & Eltek
International Company Limited, both of which are subsidiaries of KB and listed

on The Singapore Exchange.

Mr. CHANG, Wing-yiu, aged 41, has been the Executive Director of the
Company nominated by KB since Oct 2007. He also appointed as the
executive director and chief executive officer of Inner Mongolia Yize Mining
Investment Co. Ltd. in November of the same year, being an indirect wholly-
owned subsidiary of the Company. Mr. Chang is responsible for supervising
the day-to-day operations of the coal mine and methanol Project. He has over
16 years' experience in laminates production. Mr. Chang graduated from the
Hong Kong Polytechnic University with a higher diploma in marine electronics.
He also is an executive director and shareholder of KB and a non-executive
director of Elec & Eltek International Company Limited, being a subsidiary of KB

and listed on The Singapore Exchange.
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Profiles of Directors and Senior Executives

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LEUNG, Yun-fai, aged 50, has been an Independent Non-executive
Director of the Company since November 2003. Mr. Leung holds a Bachelor
Degree of Business Administration from Newport University in the United
States. He is also a director of a financial consulting firm in Hong Kong and had
over 22 years of auditing and accounting experience with Kwan Wong Tan &

Fong and Deloitte Touche Tohmatsu.

Mr. LAM, Yat-fai, aged 42, has been an Independent Non-executive
Director of the Company since December 2003. Mr. Lam is a Certified Public
Accountant (Practising). He is a member of the Hong Kong Institute of Certified
Public Accountants and a fellow member of the Association of Chartered
Certified Accountants. Mr. Lam worked with Kwan Wong Tan & Fong and
Deloitte Touche Tohmatsu for over 10 years. He has over 18 years' experience
in auditing, taxation, corporate finance and accounting. Mr. Lam is also the
independent non-executive director of Oriental Press Group Limited, Yunnan
Enterprises Holdings Limited and New Smart Energy Group Limited, all of
which are public companies listed on the Main Board of The Stock Exchange of

Hong Kong Limited.

Dr. David CHAIN, Chi-woo, aged 59, has been an Independent Non-
executive Director of the Company since September 2004. Dr. Chain is a
registered medical practitioner and started private practice since 1978. He is a
graduate of The University of Hong Kong. For the period from 1986 to 1992,
Dr. Chain was appointed as a Vice Chairman of Causeway Bay District Scout
Council. For the period from 2000 to 2001, he was a member of Kowloon
West District Advisory Committee of The Hongkong Bank Foundation District

Community Programme.

SENIOR EXECUTIVES

Mr. LAM, Kwong-wai, aged 52, has been the Group Financial Controller of
the Company since November 2003 and appointed as the Company Secretary
from January 2007. Mr. Lam also is the Group Financial Controller and the
Company Secretary of Chinese Estates Holdings Limited and Chi Cheung
Investment Company, Limited. He is a qualified accountant and holds a Master
Degree in Business Administration from the University of Warwick, United
Kingdom. Mr. Lam has over 30 years of experience in auditing, finance and

accounting.

Mr. Stanley Fu, Chi-kwong, aged, 44 has been the general manager of an
indirect wholly-owned subsidiary of the Company since November 2007 and
is responsible to manage the Methanol Project in Inner Mongolia of PRC which
was newly acquired by the Group during the Year. Mr. Fu holds a Bachelor of
Science and has 20 years' China trade and over 5 years' experience in
management of investment project in PRC. He previously worked as a General

Manager of Kingboard (Jiangsu) Chemical Company Limited.
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Directors’ Report

The Directors present their annual report and the audited consolidated financial

statements for the Year.

PRINCIPAL ACTIVITIES

The company is an investment holding company. The principal activities of its

principal subsidiaries are set out in note 41 to the financial statements.

TURNOVER AND CONTRIBUTION BY SEGMENT

The Group's turnover and contribution to profit from operations analysed by

principal activities are set out in notes 6 and 7 to the financial statements.

SUBSIDIARIES AND JOINTLY CONTROLLED
ENTITIES

Particulars of the Company’s principal subsidiaries and jointly controlled entities
as at 31 December 2007 are set out in notes 41 and 42 to the financial state-

ments.

RESULTS AND APPROPRIATIONS

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

statement on page 33.

In the opinion of the Directors, the Company's reserves available for distribu-
tion represented retained profits with an amount of HK$73,121,000 as at 31
December 2007 (2006: HK$ 77,018,000).

The Directors have not proposed any interim and final dividend in respect of
the year ended 31 December 2007 (2006: HK$0.01 per share).

FINANCIAL SUMMARY

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

years is set out on page 99.
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Directors’ Report EEEREE

INVESTMENT PROPERTIES "REYHE

During the Year, the Group disposed of investment properties and assets REFLA - REEDAER(E 455180008 T HE
classified as held for sale with carrying amounts of HK$35,600,000 and BRTEIE 5 Bl A& 35,600,000 7% 7T 1 9,338,000 7% 7T
HK$9,338,000 respectively at total considerations of HK$45,518,000. On ZIRBEMERIABBIEREZEE - B—HE
the other hand, the Group acquired investment properties at fair value of AEER—TTLFLA=T—RBBKENES
HK$29,050,000 through acquisition of subsidiaries on 31 July 2007. NENRATE 29,050,000 i T EIS B % -

The Group's investment properties were revalued as at 31 December 2007 by REEZREMENR_ZZLF+-_HA=+—H
an independent firm of professional property valuers, on an open market value BB MEHEMZARMERERESS - B
basis. Details are set out in note 15 to the financial statements. IEHR Y IETRERME 15 ©

A summary of the investment properties held by the Group as at 31 December FEER_ZZELF+T_A=+—HBFAEZRE
2007 is set out on page 100. MEZBEHNE 1005 »

SHARE CAPITAL A% 7K

Pursuant to a subscription agreement dated 1 August 2007, the Company RIEBER=ZZZ+F/)\A— B L2 RBEWE -
issued a total of 1,234,197,208 ordinary share of HK$0.01 each at subscription NERZEE+ET+A-ZTHABRUREBETR

price of HK$0.162 per share on 25 Oct 2007. The number of issued ordi- 0.162 %8 7L 817 4251 1,234,197,208 X & 1% 0.01
nary shares as at 31 December 2007 and 2006 were 2,028,255,008 and BLZEBRD BE_TTLR_TTRF
794,057,800 respectively. TZA=FT—AIt BERTEBRZBENRIR

2,028,255,008 fx 52 794,057,800 %

Details of the above movements in the share capital of the Company are set KRR RIRAEE) 2 FIEHN I BIREM L 32 -

out in note 32 of the financial statements.

RESERVES a1

Movements in the reserves of the Group during the Year are set out on page REBERFEAZ FEEBE NI B RKE 35
35 of the financial statements. B

PRE-EMPTIVE RIGHTS IR B EE

No pre-emptive rights exist at the laws of Bermuda, being the jurisdiction in RATRBREFMAL - ZAVEEE 2 AEL
which the Company is incorporated. BB BRI -

PURCHASE, SALE OR REDEMPTION OF THE BEERERAARZ EMES

COMPANY'S LISTED SECURITIES

During the Year, neither the Company nor any of its subsidiaries purchased, REER - ARAFHHEAMBARHEERK
sold or redeemed any of the Company's listed securities. i /N o iy e =
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Directors’ Report

DIRECTORS AND DIRECTORS' SERVICE
CONTRACTS

The Directors for the Year and up to the date of this report were:
Executive Directors

Mr. Leung, Wing-pong (Chief Executive Officer)
Mr. Kong, Chi-ming (Deputy Chairman)
Mr. Chan, Wing-kwan

(Executive Director)

(appointed on 25 October 2007)
Mr. Chang, Wing-yiu (appointed on 25 October 2007)
(Executive Director)
Ms. Halina Hung, Shi-wei (resigned on 1 March 2007)
(appointed on 1 March 2007

& resigned on 31 May 2007)

Mr. Ming-wai Lau

Independent non-executive Directors

Mr. Leung, Yun-fai
Mr. Lam, Yat-fai
Dr. David Chain, Chi-woo

In accordance with clauses 86(2) of the Company's bye-laws, Mr. Chan, Wing-
kwan and Mr. Chang, Wing-yiu will retire and being eligible, offer himself for re-

election at the forthcoming annual general meeting.

Pursuant to the clauses 87(1) and 87(2) of the Company's bye-laws, Mr.
Kong, Chi-ming and Dr. David Chain, Chi-woo will be retire from office by

rotation from re-election at the forthcoming annual general meeting.

No Directors being proposed for re-election at the forthcoming annual general
meeting has any service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year without payment of

compensation, other than statutory compensation.
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Directors’ Report

DIRECTORS' INTERESTS IN SHARES AND SHORT
POSITION

As at 31 December 2007, none of the Directors, chief executive nor their
associates, had any interests or short position in any shares, underlying shares
or rights to subscribe for the securities of the Company and its associated
corporations, as recorded in the register maintained by the Company under
Section 352 of the Securities and Futures ordinance (the "SFO"), or 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 (the “Model Code") contained in the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”).

SHARE OPTION SCHEME

The Company had adopted a share option scheme since 15 February 2002 (the
“2002 Scheme") for which the details are set out in note 33 to the financial

statements.

No options were outstanding at 31 December 2007 under the 2002 Scheme.

No options were granted, exercised, cancelled or lapsed during the Year.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option scheme as disclosed above, at no time during
the Year was the Company, its holding companies or any of its subsidiaries
or fellow subsidiaries, a party to any arrangements to enable the Directors to
acquire benefits by means of the acquisition of shares in, or debt securities

(including debentures) of, the Company or any other body corporate.

—BBLEFR
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Directors’ Report EEEREE

SUBSTANTIAL SHAREHOLDERS' INTEREST IN THE
SECURITIES OF THE COMPANY

H
e
A
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As at 31 December 2007, the following parties were recorded in the register R-EZLHF+-A=+—H ARARELFNL
kept by the Company under section 336 of the SFO as being directly or HEROIE 336 KFE 2 B MprsEtsE - UTA
indirectly interested or deemed to be interested in 5% or more of the issued TEEIRAEEGIHEAEERARI D HITR
share capital of the Company: AN 5% s A 2 R

Long position in shares

RERHBZFE
Number of
Number of  underlying Percentage of
Name of shareholder shares shares  Capacity Notes  shareholding
BREREE ROEE HEEROGEE S6 M EE BREE D %
Paul Y. Holdings Company Limited 150,981,076 Beneficial owner and interest of 183 7.44
controlled corporation
BB ARZIEHIRA 2%
Chinese Estates Holdings Limited 277,858,761 Interest of controlled corporation 1,283 13.69
EANBEEE TS AR EE
Global King Ltd. 277,858,761 Trustee 5 13.69
EFEA
GZ Trust Corporation 277,858,761 Trustee, beneficiary of a trust 5 13.69
and interest of controlled corporation
E5TA - ERAXBARZIEH AR 2
Asian Kingdom Limited 493,678,883 444444444  Beneficial owner 6 46.25
EnfAA
Crown Jade Limited 493,678,883 444,444,444  Interest of controlled corporation 6 46.25
SIS A E 2R
Mr. Joseph Lau, Luen-hung 771,537,644 444,444,444  Founder and beneficiary of a trust and 486 59.95
g interest of controlled corporation
BBl AR Zm AR
SRt VNS 3
Fame Ascent Investments Limited 740,518,325 666,666,666  Beneficial owner 7 69.38
HABEBRRF ExAA
Jamplan (BVI) Limited 740,518,325 666,666,666 Interest of controlled corporation 7 69.38
SR AR EE
Kingboard Chemical Holdings Limited 740,518325 666,666,666 Interest of controlled corporation 7 69.38

BEIEE RARHI RN E 2 s



Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTEREST IN THE
SECURITIES OF THE COMPANY (cont'd)

Long

Notes:

position in shares (cont’d)

Paul Y. Holdings Company Limited (“Paul Y.") was the beneficial owner of
113,818,911 shares. Chinese Estates Holdings Limited (“Chinese Estates")
was deemed to be interested in the same parcel of shares in which Paul Y. was
interested since Chinese Estates owned the entire issued share capital of Paul V..

In addition, Great Empire International Ltd. ("Great Empire”) was the beneficial
owner of 37,162,165 shares. Each of Chinese Estates, Paul Y. and Goldstance
Group Limited (“Goldstance Group”) was deemed to be interested in the same
parcel of shares in which Great Empire was interested since Chinese Estates
owned the entire issued share capital of Paul Y., which owned the entire issued
share capital of Goldstance Groups, which in turn owned the entire issued share
capital of Great Empire.

Million Point Limited (“Million Point") was the beneficial owner of 50,000,000
shares. Each of Chinese Estates, Chinese Estates, Limited and Cosmos Success
Limited was deemed to be interested in the same parcel of shares in which Million
Point was interested since Chinese Estates owned the entire issued share capital
of Chinese Estates, Limited, which in turn owned the entire issued share capital of
Cosmos Success Limited, which in turn owned the entire issued share capital of
Million Point.

Moreover, Luckpoint Investment Limited (“Luckpoint”) was the beneficial owner of
76,877,685 shares. Each of Chinese Estates and China Entertainment and Land
Investment Company, Limited (“CELI") was deemed to be interested in the same
parcel of shares in which Luckpoint was interested since Chinese Estates owned
the entire issued share capital of CELI, which in turn owned the entire issued share
capital of Luckpoint.

Ms. Halina Hung, Shi-wei, previous Chairman was an employee of a subsidiary
of Chinese Estates. Mr. Lau, Ming-wai, previous Chairman is a director of Chinese
Estates and certain of its subsidiaries. Mr. Leung, Wing-pong and Mr. Kong, Chi-
ming, Directors of the Company, are also employees of subsidiaries of Chinese
Estates and/or Paul Y.. These subsidiaries are not themselves substantial
shareholders of the Company.

Mr. Joseph Lau, Luen-hung (“Mr. Lau”) by virtue of his 53.48% interest in the
issued share capital of Chinese Estates, was deemed to be interested in the same
interests stated against Chinese Estates under the provision of the SFO.

GZ Trust Corporation as trustee of a discretionary trust held units in a unit trust of
which Global King Ltd. was the trustee. Global King Ltd. was entitled to exercise
more than one-third of the voting power at general meetings of Chinese Estates.
Accordingly, Global King Ltd. and GZ Trust Corporation were deemed to be
interested in the same interests stated against Chinese Estates.

Annual Report 2007
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Directors’ Report

SUBSTANTIAL SHAREHOLDERS' INTEREST IN THE
SECURITIES OF THE COMPANY (cont'd)

Long position in shares (cont'd)

Notes: (cont'd)

6. Asian Kingdom Limited (“Asian Kingdom") was the beneficial owner of
493,678,883 shares. Under the provision of the SFO, since Asian Kingdom was
the beneficial owner of HK$72,000,000 zero coupon convertible bonds, Asian
Kingdom was deemed to be interested in the 444,444,444 conversion shares
which might fall to be allotted and issued to Asian Kingdom upon full conversion
of the conversion rights attaching to the convertible bonds at the conversion price.
The entire issued share capital of Asian Kingdom was held by Crown Jade Limited
("Crown Jade"), which was in turn owned by Mr. Lau. Each of Crown Jade and
Mr. Lau was deemed to be interested in the same parcel of shares in which Asia
Kingdom was interested.

7. Fame Ascent Investments Limited (“Fame Ascent”) was the beneficial owner of
740,518,325 shares. Under the provision of the SFO, since Fame Ascent was
the beneficial owner of HK$108,000,000 zero coupon convertible bonds, Fame
Ascent was deemed to be interested in the 666,666,666 conversion shares which
might fall to be allotted and issued to Fame Ascent upon full conversion of the
conversion rights attaching to the convertible bonds at the conversion price. The
entire issued share capital of Fame Ascent was held by Jamplan (BVI) Limited
("Jamplan”), which was in turn owned by Kingboard Chemical Holdings Limited
("Kingboard"). Each Jamplan and Kingboard was deemed to be interested in the
same parcel of shares in which Fame Ascent was interested.

All the interests stated above represent long position which included interests
in shares and underlying shares. As at 31 December 2007, no short position
was recorded in the register kept by the Company under section 336 of the
SIHOL

DIRECTORS' INTEREST IN CONTRACTS

No contract of significance, to which the Company, its holding companies,
subsidiaries or fellow subsidiaries was a party and in which any one of the
Director had a material interest, whether directly or indirectly, subsisted at the

end of the Year or at any time during the Year.

EEEREE

FERRNARGR ZE D
(&)

BB 2FE (&)

N 2

oL
oT

W
&

MEE : (%)

6. Asian Kingdom Limited ([ Asian Kingdom]) &
493678883 Ik fn 2 BEa A A - IRIEFE
% & HIE & 01 48 F - B R Asian Kingdom 7
720000008 TZ AR ES 2 EHZER
A+ Asian Kingdom # B M A Al 32 iR (& 55 2 W44
TR TT A 5 4 (B BL 3% K2 3217 444,444,444 F3 3
# B% 13 © Crown Jade Limited ([ Crown Jade|) #
7§ Asian Kingdom 2z & & 2 B 1TRAS + 21554
#45 Crown Jade 2 & #BE B1TARA + ikt Crown
Jade [ 21|55 & & # AR A B Asian Kingdom FT#E &
2R 2 e o

7. ZRRERRAT(RF]) /740,518,325 RAR
DrEREAAN RIBEFFLBEBRIRE - £
R& 5 A108,000,000 BT BRI ARESFZE
HEEA - BRBEAMR AR ES 2 A IRE
B %% % 317 666,666,666 % 7 A (7 © Jamplan
(BVI) Limited ([Jamplan ) & &5 2 252 31T
FRA : m B b TR E ([22)F 1) 7 Jamplan 2
2EEBITIRA - F it Jamplan RSB SR A
REFFHE 2 B —#RG 2 AR -

vﬁﬁﬁﬁ%/\—’\f@?%ﬂé(@%H&@&*HE@W’J}Z
i) R_ZTZ+F+_A=+—8 " K27
mffn%&H}%EWW%B%1\%@%2%‘:5&%%&
BEETA B R ©

Y|

EERNAHT 2R

AARBEEEARRR - HERAF - HEAR
HRARMB A RNFEBRFREAFBHRILZ
BEESNTHEERIMEEEEAES -



Directors’ Report

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

Remuneration package comprised of salaries and year-end bonuses based on
individual merits. The Company had adopted a share option scheme since 15
February 2002 (the “2002 Scheme”). Details of the 2002 Scheme are set out
in note 33 to the financial statements. There were no outstanding options at
the beginning and at the end of the Year. No options were granted, exercised,

cancelled or lapsed for the Year.

PENSION SCHEMES

The Group operates two pension schemes:

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

Scheme"); and

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

Scheme”).

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

trustees accordingly.

The MPF Schemes was available to all employees aged 18 to 64 and with at
least 60 days of service under the employment of the Group in Hong Kong.
Contributions were made by the Group at 5% based on the staff's relevant
income. The maximum relevant income for contribution purpose is HK$20,000
per month. Staff members were entitled to 100% of the Group's contributions
together with accrued returns irrespective of their length of service with
the Group, but the benefits were required by law to be preserved until the

retirement age of 65.

—BBLEFR
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Directors’ Report

PENSION SCHEMES (cont'd)

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

of contributions of the Group.

The Group's cost for the schemes charged to consolidated income statement
for the Year amounted to HK$12,000 (2006:HK$9,000) after reduction of
HK$16,000 (2006:HK$52,000) from the forfeited contribution of the Top-up

Scheme.

During the Year, contributions to the Top-up Scheme of HK$12,000 (2006:
HK$18,000) were forfeited and used to reduce existing level of contributions.
As at 31 December 2007, HK$14,000 (2006: HK$9,000) was utilised and
the balance of HK$7,000 (2006:HK$9,000) was available to reduce future

contribution.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group’s largest customer and five largest
customers accounted for approximately 36.3% and 79.6% respectively, of the

Group's total turnover for the Year.

The aggregate purchases attributable to the Group's largest supplier and five
largest suppliers accounted for approximately 75.4% and 96.3% respectively,

of the Group's total purchase for the Year.

None of the Directors, their associates, or any shareholders which, to the
knowledge of the Directors, own more than 5% of the Company'’s issued share
capital, had any interest in the share capital of any other of the five largest

customers or suppliers of the Group.
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Directors’ Report

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the independent non-executive
directors of the Company (the “INED" or “INEDs"), an annual confirmation of
his independence pursuant to Rules 3.13 of the Listing Rules. The Company

considers all of the INEDs are independent.

SUFFICIENCY OF PUBLIC FLOAT

Rule 8.08 of the Listing Rules required at least 25% of the issued share capital
of the Company must be held in public hands. Based on information that is
publicly available to the Company and within the knowledge of the Directors
as at 4 March 2008 (the latest practicable date prior to the issue of the annual

report), the obligation has been complied with.

POST BALANCE SHEET EVENT

Details of significant post balance sheet event are set out in note 43 to the

financial statements.

AUDITORS

The consolidated financial statements for the Year were audited by Messrs.
HLB Hodgson Impey Cheng ("HLB") who will retire, being eligible, offer
themselves for re-appointment at the conclusion of the forthcoming annual

general meeting.

There have been no other changes of auditors in the past three years except
for Messrs. Deloitte Touche Tohmatsu resigned on 15 November 2006 and

HLB was appointed as the auditors of the Company on 2 January 2007.
On behalf of the Board
Kong, Chi-ming

Deputy Chairman
Hong Kong, 7 March 2008
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Corporate Governance Report

The Company is committed to principles of good corporate governance so as to

ensure better transparency and safeguard the interests of the Shareholders.

CORPORATE GOVERNANCE PRACTICE

The Company had fully applied the principles and complied with the
requirements of the Code on Corporate Governance Practices (the “Code”) as
set out in Appendix 14 of the Listing Rules throughout the Year. None of the
Directors was aware of any information that would reasonably indicate that
the Company was not any part of the accounting period covered by the Year,
incompliance with the Code except for certains deviation in respect of the

followings:-

Under code provision A.4.1 in Appendix 14 of the Listing Rules, non-executive
directors should be appointed for specific terms and subject to re-election.
However, the INEDs are not appointed for any specific term, although they are
subject to retirement by rotation at the Company's annual general meeting in

accordance with the Company’s Bye-laws.

Besides, under code provision A.2 in Appendix 14 of the Listing Rules, the roles
of chairman are management of the board, among other things, ensuring that
all directors are properly briefed on issue arising at board meetings and the
directors receive adequate information, which must be completed and reliable,
in a timely manner. Although the chairman of the Company (“Chairman”)
resigned on 31 May 2007 and the vacancy has not been filled up to the date
of this report, the deputy chairman of the Company (“Deputy Chairman”) had
taken the role of the Chairman since 1 June 2007. Accordingly, the Directors

consider that the code provision under A.2 in Appendix 14 has been complied.

THE MODEL CODE

The Securities Transaction Code of the Company has been adopted without
deviation by the Board in accordance with Appendix 10 to the Model Code. The
Company had made specific enquiry of all Directors whether they had complied
with the required standard set out in the Model Code regarding to directors’
securities transactions and all Directors confirmed that they had complied with
the Model Code during the Year.

BOARD OF DIRECTORS

The Board comprises four executive Directors and three non-executive Directors.
The Directors biographies are set out on the pages 10 to 11 of this annual report.
None of the Directors has financial business, family or other material/relevant

relationship among them.
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Corporate Governance Report

BOARD OF DIRECTORS (cont'd)

Under the Listing Rules, the board of the directors of a listed company
must include at least three independent non-executive directors. The Code
recommends that a least one third of the directors should be independent non-

executive directors.

The Company considers that it is important for the Board to include a balanced
composition of executive directors, non-executive directors and the INEDs, so
that there is a strong independent element on the Board which can effectively
exercise independent judgment on actions of the Company. Hence, the current
composition of the Board is higher than the Best Practices of the Code with the
INEDs representing approximately 42.9% of the Board.
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The individual attendance of each Director at the Board meeting held during the RAFERNBIT2ETESH  EFS2EMNLFE
Year is as follows:- EINR
No of Board Attendance
Directors Meetings Held Rate
=g
B BRETRE HE R
Executive Directors HITES
Mr. Kong, Chi-ming (Deputy Chairman) IERRSE (FIEE) 4/4 100%
Mr. Leung, Wing-pong (Chief Executive Officer) — REFBIA (7T AE#) 4/4 100%
Mr. Chan, Wing-kwan (Executive Director) BRKERITAE (Bl7TEE) 1/1 100%
(appointed on 25 Oct 2007) (RZZZLFTA-THAEZE)
Mr. Chang, Wing-yiu (Executive Director) B IREAE (BiTEE) 1/1 100%
(appointed on 25 Oct 2007) (Eff ST+ F+A-+HBEZE)
Ms. Halina Hung, Shi-wei (Chairman) RBREL LT (EE) 0/0 100%
(resigned on 1 March 2007) (EA_ 2T+ F=H—HEHE)
Mr. Lau Ming-wai (Chairman) RINSAE A () 1/1 100%
(appointed on 1 March 2007 & (RZZBEZLF=ZA—HABZER
resigned on 31 May 2007) R-ZZEE+FRA=+—HFT)
Independent Non-executive Directors VFHTES
Mr. Leung, Yun-fai 2R A 4/4 100%
Mr. Lam, Yat-fai MEEBLE 4/4 100%
Dr. David Chain, Chi-woo EHRE 4/4 100%
Average Attendance Rate S 100%



Corporate Governance Report

BOARD OF DIRECTORS (cont'd)

The Board formulates overall strategy of the Group, monitors its financial
performance and maintains effective oversight over the management of the
Group (the "Management”). The Board meets regularly to conduct and approve
transactions which are significant to the Group as a whole. The Board has
delegated daily operations and administration to the Management in order to

smooth out the operation of the Group.

During the Year, four physical board meetings had been held. The Company
Secretary had duly sent notice of the board meeting to the Directors at least 14
days before the meetings so that they could include matters for discussion in the
agenda if needed. The agenda and the board papers were sent to all Directors
at least 3 days before the date of the board meeting. Draft and final versions of
minutes of the board meeting were circulated to all Directors for their comments

and records respectively.

In order to reinforce independence, accountability and responsibility, the role
of the Chairman has separated from that of the chief executive officer of the
Company pursuant to A.2.1 in Appendix of the Listing Rules. The responsibilities
are clearly established and set out in writing. Although the Chairman resigned
on 31 May 2007 and the vacancy has not been filled up to the date of this
report, the Deputy Chairman had taken up the roles of Chairman since 1 June
2007. Accordingly, the Directors consider that this code provision under A.2.1 in
Appendix 14 has been complied with.

The INEDs who possess appropriate professional qualifications and serve the
important function of advising the Management on strategy development
and ensuring that the Board maintains high standards of financial and other
mandatory reporting as well as providing adequate checks and balances for

safeguarding the interests of the Shareholders as a whole.

The Board had received from the INEDs' written annual confirmations of their
independence and satisfied their independence in accordance with the Listing
Rules. The INEDs were not appointed for any specific term as they would
be subject to retirement by rotation in accordance with clause 87(1) of the

Company's Bye-laws.
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Corporate Governance Report

REMUNERATION COMMITTEE

The Remuneration Committee whose members composed by all INEDs who
are appointed by the Board to review and endorse remuneration policies of the
Directors and the senior management of the Company in the light of current
trends and business requirements, and to make recommendations to the Board

as deemed necessary.

The individual attendance of each members of the Remuneration Committee

held for the Year is as follows:

Members K&

Mr. Leung, Yun-fai (Chairman) RERBEE (FE)
Mr. Lam, Yat-fai MARESLE

Dr. David Chain, Chi-woo BEHRE

Average Attendance Rate R

At the meetings, the their current remuneration trend in Hong Kong was
adopted as a reference for the recommendation on the remuneration policies
of the Directors and the staff of the Group. Annual remuneration of HK$10,000
and HK$70,000 for each Executive Director and each INED respectively were
recommended to the Board which was authorised to fix the remuneration of

Directors in the general meeting.

The Company had adopted share option scheme since 15 February 2002,
which serves as an incentive to attract, retain and motivate talented eligible staff,
including Directors. Details of the share option scheme are set out on note 33 to

the financial statements.
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Corporate Governance Report

ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation and the true and fair
presentation of the Group’s consolidated financial statements in accordance
with the Hong Kong Financial Reporting Standards (the “HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance (the "HKCO"). In
preparing the consolidated financial statements for the Year, the Directors had
selected appropriate significant accounting policies which were consistently
applied to all the years, made critical accounting judgments and estimations
prudently and reasonably that have most significantly effect on the amounts
recognised in the consolidated financial statements, prepared the consolidated
financial statements in accordance with the HKFRSs and the HKCO. The auditors
are responsible to express an opinion on these consolidated financial statements
on based on their audit. The details of the auditors’ responsibilities are set out in
the Auditors’ Report.

INTERNAL CONTROL

The Directors are responsible for the maintaining an adequate system of internal
control and have to review its effectiveness regularly. The internal control
system includes a well-established organisational structure with clearly defined
lines of responsibility and authority, which is designed to safeguard assets
from misappropriation, maintain proper accounts and ensure compliance with
regulations. For the Year, the Directors had conducted a preliminary review
on the existing internal control system of the Company and considered that
the system had effectively safeguard the assets of the Group. The Directors
will continue to enhance the system to cope with the changes in business

environment with reference to the recommendations of the Audit Committee.

AUDIT COMMITTEE

The Audit Committee whose members have been composed by all INEDs since
May 2005. The role of the Audit Committee are mainly: (i) to review financial
statements of the Group; (ii) to oversee the internal control system; (iii) to
review the Company's compliance with statutory, regulatory or legal requirement

and the Listing Rules; and (iv) to monitor the works of the external auditors.
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Corporate Governance Report

AUDIT COMMITTEE (cont'd)

The individual attendance of each members of the Audit Committee held during

the Year is as follows:

Members K&

Mr. Lam, Yat-fai (Chairman) = E )
Mr. Leung, Yun-fai REE L -

Dr. David Chain, Chi-woo EHNE

Average Attendance Rate %

The Audit Committee met three times in 2007 to review or discuss with the
Management: (i) the financial statements of the Group for the year ended 31
December 2006 and for the six months ended 30 June 2007 before submitting
to the Board for approval; (i) the Listing Rules and statutory compliance; (iii) the
effectiveness of internal control system; (iv) the Company's external auditors on
scope of audit and audit findings for the year ended audit; and (v) the term of

external auditors.

In order to enhance the independent reporting by the external auditors, a
session of the meeting held on 5 March 2007 was attended only by the Audit
Committee’'s members and the external auditors without the presence of the
Management. No irregularities on the financial statements have been noted from
the external auditors and also no management letter has been issued to the
Board.

During the Year, the Audit Committee had performed the following works:

(i)  reviewed the consolidated financial statements for the year ended 31

December 2006 and for the six months ended 30 June 2007;

(i)  reviewed the effectiveness of the internal control system;

(i) reviewed the Company's compliance with the statutory, regulatory or legal

requirements and the Listing Rules;

(iv) discussed with the external auditors on scope of audit and audit findings;

and

(v)  reviewed and approved the term of the external auditors.
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Corporate Governance Report

AUDIT COMMITTEE (cont'd)

The Audit Committee is satisfied with the integrity of the financial statements
of the Group and considers that the existing internal control systems works
effectively to safeguard the assets of the Group and will review regularly with the

Board to enhance the system.

INDEPENDENT AUDITORS

Messrs. HLB Hodgson Impey Cheng (“HLB") were re-appointed as the
Independent Auditors by the Shareholders at the 2007 annual general meeting
of the Company. In order to maintain the independence and objectivity of
the Independent Auditors (which for these purposes include any entity under
common control, ownership or management with the audit firm or any entity
that a reasonable and informed third party having knowledge of all relevant
information would reasonably conclude as part of the audit firm nationally or
internationally), they are also engaged for non-audit works with approval of the
Audit Committee or the independent board committee (as may be established

under the Listing Rules from time to time) as appropriate.

The Independent Auditors were engaged on an ad hoc basis to supply non-audit
service such as the appointment of reporting accountants for certain the major
transactions and connected transactions during the Year. The fundamental policy
is to ensure that the engagement of the Independent Auditors for non-audit
services will not harm their independence or cause any bias on the preparation
of financial statements of the Company on auditing. During the Year, the fee for
engaging the Independent Auditors to carry out reporting accountants works on
those transactions amounted to HK$480,000.

At the annual general meeting held on 15 May 2007, HLB were re-appointed
by the Shareholders as the Independent Auditors of the Company at a fee to be
agreed with the Board. The Audit Committee reviewed the terms of engagement
letter of the Independent Auditors in mid December 2007 and approved the
audit fees for auditing the financial statements of the Group for the Year at
HK$420,000.

It is recommended that HLB shall be re-appointed as the Independent Auditors
for the financial year 2008 at a fee to be agreed with the Board.
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Corporate Governance Report

DELECATION BY THE BOARD

The Board has formulated and delegated matters and transactions to the
Management for execution. The limit of authority is clearly documented and
when such limit is exceeded, the Management will refer it to the Board for
decision. Clear directions have been given to the Management where the
Management should report back and obtain prior approval from the Board
before making decisions or entering into any commitments on behalf of the
Group. Matters involving major acquisitions and disposals, approval of major
capital transactions and other significant operational and financial matters are
decided by the Board. These arrangements will be reviewed on a periodic basis

or revised and updated when there is change of the Management.

COMMUNICATION WITH SHAREHOLDERS

Shareholders’ Right

According to the clause 58 of the Company's Bye-laws, members holding at
the date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meeting of the
Company shall at all times have the right, by written requisition to the Board or
the Company’s Secretary, to require a special general meeting to be called by the
Board for the transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposits of such requisition.
If within 21 days of such deposit the Board fails to proceed to convene such
meeting the requisitionists themselves may do so in accordance with provision
of Section 75(3) of the Companies Act 1981 of Bermuda.

Specific enquiries by the Shareholders requiring the Board's attention can be
made in writing to the Company's Secretary at the Company's business address
in Hong Kong. Other general enquires can be directed to the Company through
the Group's Investor Relations Manager. Details of contact are set out in the

Company's website.
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Corporate Governance Report

COMMUNICATION WITH SHAREHOLDERS (cont'd)

Communications with Shareholders and Investors

The board recognises the importance of good communications with the
Shareholders. The Company’s annual general meeting is a valuable forum for
the Board to communicate directly with the Shareholders. The Chairman as well
as the chairman of the Audit and Remuneration Committee together with the
external auditors is present to answer the Shareholders’ questions. The notice of
annual general meeting is distributed to the Shareholders at least 21 days before
the annual general meeting. It sets out the procedures for demanding and
conducting a poll and other relevant information of the proposed resolutions.
The chairman of annual general meeting explains the procedures for demanding
and conducting a poll again at the beginning of the annual general meeting and
(except where a poll is demanded) reveals the number of proxies for and against
filed in respect of each resolution. The results of the poll, if any, were published
in the newspapers and on the websites of the Stock Exchange and the Company
before 25 June 2007 and has published on the websites of the Stock Exchange
and the Company since 25 June 2007, the date which the abolition of the paid
announcement requirement was implemented and the regime for electronic
submission of regulatory information dissemination on the website of the Stock

Exchange was launched.

The corporate’s website as another channel to further promote the effectiveness
of communication in order to disseminate information and other relevant
financial and non-financial information electronically to the Shareholders on a

timely basis.

CONCLUSION

The Company believes that the corporate governance enhancing is essential to
promote and develop an ethical and healthy corporate culture. The Company
is continuously trying its best to maintain, strengthen and improve the current

practices on the basis of our experience, regulatory changes and developments.
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Independent Auditors’ Report

I S I
Hodgson Impeay Chang

HLB

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
G-PROP (HOLDINGS) LIMITED

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of G-prop (Holdings)
Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) set out on pages 33 to 98, which comprise the consolidated balance
sheet as at 31 December 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’ RESPONSIBILITIES 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 disclosure requirements of
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.

AUDITORS' RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. This report is made solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act 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 Auditors’ Report

AUDITORS' RESPONSIBILITY (cont'd)

An audit includes performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’ 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
auditors consider 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 Group as at 31 December 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 disclosure requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 7 March 2008
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Consolidated Income Statement
For the year ended 31 December 2007

Turnover

Direct costs

Gross profit

Other operating income
Administrative expenses
Finance cost

Gain/(loss) on disposal of

investment properties

Gain on disposal of an intangible asset

Impairment loss of goodwill

Fair value changes on investment properties

Profit before tax

Income tax credit/(expense)

Profit for the year

Dividends

Earnings per share

Basic (HK cents per share)

Diluted (HK cents per share)

E
BERA

£

HAZERA
TBEX
B RS RCAR

HERENE

23k (B18)
B B E 2 Wi
RERIE Y B5iR
BEYEATES

B A5 Al A
FristisE e,/ (%)

AREEREF

RS

BRER
EAR (ZROEL)

The accompanying notes form an integral part of these financial statements.
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Notes

B aE

12

2007 2006
HK$'000 HK$'000
THET FAT
2,812 3,512
(314) (1,689)
2,498 1,823
5,584 2,409
(4,979) (3,293)
(2,169) -
580 (746)
11,865 -
(1,470) -
1,950 5318
13,859 5511
1,334 (692)
15,193 4819
- 7,941

1.5 0.6

1.4 0.6

BEF P St M s Rk 2 — BB 17 ©



Consolidated Balance Sheet

As at 31 December 2007

Non-current assets
Investment properties
Intangible asset
Goodwill
Property, plant and equipment
Prepaid lease payments
Interests in associates
Interests in jointly controlled entities
Available-for-sale financial assets

Current assets
Trade and other receivables
Deposits and prepayments
Short-term loans receivable
Prepaid lease payments
Tax prepaid

Time deposits, bank balances and cash

Assets classified as held for sale

Current liabilities
Trade and other payables
Accruals and deposits received
Tax payable
Amounts due to fellow subsidiaries

Net current assets
Total assets less current liabilities
Non-current liabilities

Convertible bonds
Deferred tax liabilities

Total assets and liabilities

Capital and reserves
Share capital
Share premium and reserves

Total equity

REN
B
A
e

E S ﬁ%&?&fﬁ

FENEER

éﬁ%—f’&ﬁ%

HEE GRS
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2007 2006
Notes HK$'000 HK$'000
BRE FH&T FHT
15 31,000 35,600
16 = -
17 10,459 -
18 4,250 -
19 60,397 -
20 = -
21 = -
22 = 220
106,106 35,820

23 438 312
24 70,424 281
25 - -
19 1,253 -
106 -

26 354,015 88,062
426,236 88,655

27 = 9,338
426,236 97,993

28 888 639
1,965 2,590

463 -

29 — 185
3,316 3,414

422,920 94,579

529,026 130,399

30 143,678 -
31 19,689 1,723
163,367 1,723

365,659 128,676

32 20,282 7,940
345,377 120,736

365,659 128,676

Approved by the Board of Directors on 7 March 2008 and signed on its behalf BN ST N\F=AtBIERBAUTK

by: REZ
Kong, Chi-ming I Leung, Wing-pong RER
Director Ea3 Director EF

BEMF SE R TS RR 2 — BB 1D ©

The accompanying notes form an integral part of these financial statements.



Consolidated Statement of Changes in Equity
For the year ended 31 December 2007
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Convertible
Share Share bonds equity  Translation Retained
capital premium reserve reserve profits Total
TRRES
B ROEE RAERRE ERfE REEA #a
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TEx Tigw TAL Titx T
At 1 January 2006 RZZEBRE—-H—H 7,940 24,764 - 234 98,860 131,798
Dividend paid BRE - - - - (7,941)  (7,941)
Profit for the year KEF R - - - - 4,819 4,819
At 31 December 2006 ~ RZ=ZTERF+_A
and 1 January 2007 =T—BR=ZTELHF
—H—H 7,940 24,764 = 234 95,738 128,676
Profit for the year RNEE A - - - = 15,193 15,193
Exchange reserve Ve - - = 2,118 = 2,118
Total income recognised ARG ERERIIA 58
for the year = = = 2,118 15,193 17311
Shares issued (Note 32) B Z77%fn (KizE32) 12,342 185,404 = = - 197,746
Issue of convertible bonds 377 A # f& (& % — = 36,297 — = 36,297
Deferred tax RIER TR - - (6,430) - - (6,430)
Dividend paid BfRE - - - - (7,941)  (7,941)
At 31 December 2007 R_-ZZ+tfF
+=RA=+—H 20,282 210,168 29,867 2,352 102,990 365,659

The accompanying notes form an integral part of these financial statements.
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Consolidated Cash Flow Statement ,%,*\/\Iﬁimiﬁ
For the year ended 31 December 2007 BE—FE+F+_A=+—HIFFE
2007 2006
HK$'000 HK$'000
FET FHET
Operating activities R
Profit before tax B A% B A 13,859 5511
Adjustments for: BNy SIEFERE
Interest income FBUA (5.532) (1,846)
Profit on disposal of an intangible asset HE—BELEE & (11,865) -
Fair value changes on investment properties REMENTHER (1,950) (5,318)
(Gain)/loss on disposal of investment properties HEREYE (W) /B (580) 746
Gain on disposal of a subsidiary & — R B A WS (33) -
Impairment loss of goodwill EERE 2 1R 1,470 =
Depreciation on property, plant and equipment M - BB KRB ITE 11 -
Amortisation of prepaid lease payments TERAE & FRIE 2 B8 4 =
Impairment on available-for-sale assets FHELEEEZRIE 220 =
Interest expenses FMEZH 2,169 -
Write-back of allowance for bad and doubtful debts 2 [E] R I BR %4 - (327)
Operating cash flows before movements EEESRFA 2KE
in working capital RERE (2,227) (1,234)
(Increase)/decrease in trade and other receivables B 5 R E fh FEWGRIE (35 0), R (100) 209
(Increase)/decrease in deposits and prepayments & RIEFE OGEm), R (64,903) 133
Decrease in trade and other payables B 5 L E MR A (3.,487) (188)
(Decrease)/increase in accruals and deposits received F’gﬁﬂiﬁﬁﬂuﬁﬁ/\ ), N (625) 285
(Decrease)/increase in amounts due to f1‘1‘ﬂ?W IH
fellow subsidiaries ) /iijl (185) 39
Cash used in operations KEEBMA RS (71,527) (756)
Income taxes paid EATFTEH (108) —
Net cash used in operating activities KEEB TR 2R )55 (71,635) (756)
Investing activities RETFTE
Interest received, other than from loans receivable BUFIE  TRIEERKERZFE 5,532 1,846
Proceeds on disposal of a subsidiary HE —EE A R TS RUE 8 -
Proceeds on disposal of an intangible asset HE—IRE & E RS H0E 11,865 -
Acquisition of subsidiaries g1y = MNG] (93,620) -
Purchase of property, plant and equipment BAME - BB K& (238) -
Proceeds from disposal of investment properties HEREMEFTFHIE 45,518 67,354
Net cash (used in)/generated from investing activities #%&&8) (FTH ), Fii5 2B & 558 (30,935) 69,200




Consolidated Cash Flow Statement

For the year ended 31 December 2007

Financing activities
Net Proceeds from issue of convertible bonds
Net proceeds from issue of shares

Dividends paid

Net cash generated from/(used in) financing activities

Net increase in cash and cash equivalents

Effect of foreign exchange rate changes

Cash and cash equivalents at the

beginning of the year

Cash and cash equivalents at the end of the year

Analysis of the balance of cash and
cash equivalents

Time deposits, bank balances and cash

The accompanying notes form an integral part of these financial statements.
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2007 2006
HK$'000 HK$'000
FHxT FHT
177,806 =
197,746 =
(7,941) (7,941)
367,611 (7,941)
265,041 60,503
912 =
88,062 27,559
354,015 88,062
354,015 88,062

EHER - |ITEFRRS

BEF St M R Rk 2 — BB 17 ©



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

1. GENERAL INFORMATION

The Company is incorporated in Bermuda as an exempted company with
limited liability. The shares of the Company are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The address of the registered office

is Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

The consolidated financial statements are presented in Hong Kong dollars,

which is the same as the functional currency of the Company.

The Company's principal activity is investment holding and the principal
activities of its principal subsidiaries and jointly controlled entities are set out in

Notes 41 and 42 respectively.

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

In the current year, the Group has applied, for the first time, a number of new
and revised standards, amendments and interpretations (the “new HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA"), which are effective for current accounting periods of the Group and

the Company.

The adoption of the new HKFRSs had no material effect on how the results
and financial position for the current or prior accounting periods have been
prepared and presented except for the additional disclosures requirements
under the Hong Kong Financial Reporting Standard (“HKFRS") 7 Financial
instruments: Disclosures and the amendment to Hong Kong Accounting

Standard (“HKAS") 1 Presentation of financial statements: Capital disclosures.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(cont'd)

The Group has not early adopted the following new standard, amendment or
interpretations that have been issued but are not yet effective. The directors
of the Company anticipate that the application of these new standard,
amendment or interpretations will have no material impact on the results and
the financial position of the Group.

HKAS 1 (Revised) Presentation of Financial Statements'

HKAS 23 (Revised) Borrowing Costs!
HKFRS 8 Operating Segments!

HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury Share Transactions?

HK(IFRIC) = Int 12 Service Concession Arrangements®

HK(IFRIC) — Int 13

Customer Loyalty Programmes*

HKAS 19 — The Limit on a Defined Benefit

Asset, Minimum Funding Requirements

HK(IFRIC) — Int 14

and their Interaction?

Z Effective for annual periods beginning on or after 1 January 2009.

2 Effective for annual periods beginning on or after 1 March 2007.
E Effective for annual periods beginning on or after 1 January 2008.
< Effective for annual periods beginning on or after 1 July 2008.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have been

consistently applied to all the years presented, unless otherwise stated.

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA, accounting principles generally accepted
in Hong Kong, the disclosure requirements of the Hong Kong Companies
Ordinance and applicable disclosure provisions of the Rules Governing the

Listing of Securities on The Stock Exchange (the “Listing Rules”).

The measurement basis used in the preparation of the consolidated financial
statements is historical cost as modified by the revaluation of certain
investment properties and certain financial instruments which are carried at fair

value.

The preparation of the consolidated financial statements requires the
management of the Group to exercise its judgment in the process of applying
the Group's accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are

significant to the consolidated financial statements were disclosed in Note 5.
(a) Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31

December each year.
Subsidiaries

Subsidiaries are all entities (including special purpose entities) over
which the Group has the power to govern the financial and operation
policies generally accompanying a shareholding of more than one half of
the voting rights. The existence and effect of potential voting rights that
are currently exercisable are considered when assessing whether the

Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that

control ceases.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(a)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Basis of consolidation (cont’d)

The purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments issued
and liabilities incurred or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date,
irrespective of the extent of any minority interest. The excess of the cost
of acquisition over the fair value of the Group's share of the identifiable
net assets acquired is recorded as goodwill. If the cost of acquisition is
less than the fair value of the net assets of the subsidiary acquired, the

difference is recognised directly in the income statement.

All significant inter-company transactions, balances and unrealised
gains on transactions between group companies are eliminated
on consolidation. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary

to ensure consistency with the policies adopted by the Group.
Associates

Associates are all entities over which the Group has significant influence
but not control, generally accompanying a shareholding of between 20%
and 50% of the voting rights. Interests in associates are accounted by
the equity method of accounting and are initially recognised at cost. The
Group's interests in associates includes goodwill (net of any impairment

losses) identified in acquisition.

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

payments on behalf of that associate.

Bz

3.

(a)
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(a)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Basis of consolidation (cont’d)

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

relevant associate.
Jointly controlled entities

Joint venture arrangements that involve the establishment of a separate
entity in which venturers have joint control over the economic activity of

the entity are referred to as jointly controlled entities.

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

made payments on behalf of that jointly controlled entity.

When a group entity transacts with a jointly controlled entity of the
Group, unrealised profits or losses are eliminated to the extent of the
Group's interest in the jointly controlled entity, except to the extent
that unrealised losses provide evidence of an impairment of the asset

transferred, in which case, the full amount of losses is recognised.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(b)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Goodwill

Gooduwill represents the excess of the cost of an acquisition over the
fair value of the Group's share of the net identifiable assets of the
acquired subsidiaries, associates and jointly controlled entities at the
date of acquisition. Goodwill on acquisitions of subsidiaries is presented
separately in the balance sheet. Goodwill on acquisitions of associates
or jointly controlled entities is included in interests in associates or jointly
controlled entities and is tested for impairment as part of the overall
balance. Separately recognised goodwill is tested annually for impairment
and carried at cost less accumulated impairment losses. Impairment

losses on goodwill are not reversed.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units, or
groups of cash-generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually, and whenever
there is an indication that the unit may be impaired. For goodwill arising
on 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. The recoverable amount of
goodwill is the higher of its fair value less cost of sale and value in used.
Any impairment loss for goodwill is recognised directly in the income
statement. An impairment loss for goodwill is not reversed in subsequent

periods.

On subsequent disposal of a subsidiary, jointly-controlled entities and
associates, the gain or loss on disposal is calculated by reference to
the net assets at the date of disposal, including the attributable amount
of goodwill which remains unamortised and any relevant reserves, as

appropriate.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

()

(d)

(e)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Investments in subsidiaries

Investments in subsidiaries are included in the Company's balance sheet
at cost less any identified impairment loss. The results of subsidiaries
are accounted by the Company on the basis of dividend received or

receivables.
Revenue recognition

Rental income, including rental invoiced in advance from properties let
under operating leases, is recognised on a straight-line basis over the

period of the respective leases.

Interest income is accrued on a time basis, by reference to the principal

outstanding and at the interest rate applicable.
Investments properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Any gain or loss arising from the fair value changes on the
investment properties is recognised directly in the income statement in

which they arise.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Property, plant and equipment

Property, plant and equipment other than leasehold land and land use
right are stated at cost less subsequent depreciation and impairment

losses.

Depreciation is provided to write off the cost of property, plant and
equipment (other than leasehold land and land use right) over their
estimated useful lives and after taking into account their estimated

residual value using the straight-line method, at the following rate per

annum:

Buildings Over the remaining unexpired
terms of the leases

Leasehold improvement 5to 10 years

Furniture, fixtures and equipments 5 to 10 years

Motor vehicles 5 years

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

derecongnised.

When the leasehold land and land use right and buildings are in the
course of construction for production, supply of goods or services, or for
administrative purpose, the leasehold land and land use right component
is classified as a prepaid lease payment and amortised over a straight-
line basis over the lease term. During the construction period, the
amortisation charge provided for the leasehold land and land use right is
included as part of cost of buildings under construction. Buildings under
construction are carried as cost, less any identified impairment losses.
Depreciation of buildings commences when they are available for use
(i.e. when they are in the location and condition necessary for them to
be capable of operating in the manner intended by management of the

Group).
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(9)

(h)

(i)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Interest in leasehold land and land use right

Interest in leasehold land and land use right represents prepaid lease
payments made and are amortised over the lease term on a straight-line

basis.
Patent

Patent is stated at cost less amortisation and accumulated impairment
losses. Amortisation is calculated to write off the cost of patent over its

estimated useful life, using the straight-line method.

Impairment of tangible and intangible assets 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. In additions, intangible assets with
indefinite useful lives and intangible assets not yet available for use are
tested for impairment annually, and whenever there is an indication that
they may be impaired. 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, in which the recoverable amount
is the higher of its fair value less costs to sell and its value in use. An
impairment loss is recognised as an expense immediately, unless the
relevant asset is carried at a revalued amount under another standard, in
which case the impairment loss is treated as revaluation decrease under
that standard.

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, unless the relevant asset is
carried at a revalued amount under another standard, in which case the

impairment loss is treated as revaluation decrease under that standard.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Leasing

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

All other leases are classified as operating leases.

The Group as lessor

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

an expense on a straight-line basis over the lease term.
The Group as lessee

Rentals payable under operating leases are charged to income statement
on a straight-line basis over the term of the relevant lease. Benefits
received and receivables 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 consolidated financial statements of each individual
group entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of exchange
prevailing on the dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items carried
at fair value that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a

foreign currency are not retranslated.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(k)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Foreign currencies (cont’d)

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

recognised directly in equity.

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

which the foreign operation is disposed of.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Taxation

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

deferred tax.

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

sheet date.

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

affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and associates, and interests in
joint ventures, except where the Group is able to control the reversal of
the temporary difference and it is probable that the temporary difference

will not reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

)

(m)

(m)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Taxation (cont’d)

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

to be recovered.

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

case the deferred tax is also dealt with in equity.
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, are capitalised as part of the cost of those
asset. Capitalisation of such borrowing costs ceases when the assets are

substantially ready for their intended use or sale.

All other borrowing costs are recognised into the income statement in

the period in which they are incurred.
Retirement benefits scheme contributions
The pension cost charged in the income statement represents the

contributions payable in respect of the current year to the defined

contribution schemes.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(0)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments

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

the income statement.
Financial assets

The Group's financial assets are classified into one of the four categories,
including financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments and available-for-sale
financial assets. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or
convention in the marketplace. The Group's major financial assets are
trade and other receivables, deposits and prepayments, short-term loans
receivable, time deposits, bank balances and cash which fall within the
category of loans and receivables and available-for-sale financial assets

respectively and the accounting policies adopted are set out below.
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3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)
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 are carried at amortised cost using the effective interest
method, less any identified impairment losses. An impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired, and is measured as the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the original effective interest rate. Impairment losses
are reversed in subsequent periods when an increase in the asset's
recoverable amount can be related objectively to an event occurring after
the impairment was recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment

not been recognised.
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories under HKAS
39. At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative
gain or loss previously recognised in equity is removed from equity
and recognised in the income statement. Any impairment losses on
available-for-sale financial assets are recognised in the income statement.
Impairment losses on available-for-sale equity investments will not
reverse in subsequent periods. For available-for-sale debt investments,
impairment losses are subsequently reversed if an increase in the fair
value of the investment can be objectively related to an event occurring

after the recognition of the impairment loss.
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Notes to the Consolidated Financial Statements R A B R R MR

For the year ended 31 December 2007 BE—FTT+F+_A=+—HIFFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.ERSFTHERME (B)
POLICIES (contd)

(o) Financial instruments (cont'd) (o) =HTA(H)
Financial liabilities and equity 2H B ERR A
Financial liabilities and equity instruments issued by a group entity are EEMBRTZEMBENEKRAT AR
classified according to the substance of the contractual arrangements BAETIL AL 2 AR RS R A EEAR
entered into and the definitions of a financial liability and an equity RIEZERTADHE -
instrument.
An equity instrument is any contract that evidences a residual interest RATARAERAR A EEEELHRE
in the asset of the Group after deducting all of its liabilities. Equity FTEABRZREER 2 EREH - XD
instrtuments issued by the Company are recorded at the proceeds AT 2 RA T ATy IRE WATS SRR
received, net of direct issue costs. ERBITRANA RS ©
The Group's financial liabilities are mainly comprised of other financial rEEvsRHEBETITZREAEMEREE
liabilities which include trade and other payables, accruals and deposits (BHEE S REMENTUE - FENARNRIE
received which fall within the category of other financial liabilities. These REWRe (BHMBEREE)) - 25T/
financial liabilities are subsequently measured at amortised cost, using BEHETABERR R AR CH KA
the effective interest rate method. =
Convertible bonds AJE R (B2
Convertible bonds issued by the Company that contain both the RARAETEEAEENRATRRAEST S
liability and conversion option components are classified separately into 2 BBRESFRY S EREE D RS EA
respective items on initial recognition. Conversion option will be settled . CIEE - LA BRETESEER AR
by the exchange of a fixed amount of cash or another financial asset for EBE 2 ARRAIAFRATA 2 7%
a fixed number of the Company’s own equity instruments is classified as BELE 2 ABIEPEARATA -

an equity instrument.

On initial recognition, the fair value of the liability component is RYIFERE - BEDBD 2 AFEDZRE
determined using the prevailing market interest of similar non-convertible PR BRER 2 RITTSNERETE © %
debts. The difference between the proceeds of the issue of the TR AR & 25 2 PR 1S SR IR BB A & B &R 1p
convertible bonds and the fair value assigned to the liability component, ARV EZER  BRERAIEZREABA
representing the conversion option for the holder to convert the bonds BB S IR R IR A < R IR
into equity, is included in equity (convertible bonds equity reserve). ABAREZS R (] I E A AN 2

&) -
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3.

(o)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)
Convertible bonds (cont'd)

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

income statement upon conversion or expiration of the option.

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

the effective interest method.

If the convertible bonds are converted, the convertible bond equity
reserve, together with the carrying amount of the liability component at
the time of conversion, is transferred to share capital and share premium
as consideration for the shares issued. If the convertible bonds are

redeemed, the capital reserve is released directly to retained profits.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

3.

(o)

)

(q)

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Financial instruments (cont’d)
Derecognition

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

recognised directly in equity is recognised in the income statement.

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

the consideration paid is recognised in the income statement.
Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call
with banks, other short-term highly liquid investments with original

maturities of three months or less.
Provision

A provision is recognised when the Group has a present legal or
constructive obligation, as a result of a past event and it is probable that
an outflow of resources will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation. Where
the effect of the time value money is material, the amount of a provision
is the present value at the balance sheet date of the expenditures

expected to be required to settle the obligation.
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3.

()

(s)

®

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont'd)

Share-based payment transactions
Equity-settled share-based payment transactions
Share options granted to the employees of the Company

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

in equity (share option reserve).

At the time when the share options are exercised, the amount previously
recognised in share option reserve will be transferred to share premium.
When the share options are forfeited or are still not exercised at the
expiry date, the amount previously recognised in equity (share option

reserve) will be transferred to retained earnings.
Related parties transactions

Parties are considered to be related if one party has the ability, directly or
indirectly, to control the other party or exercise significant influence over
the other party in making financial and operation decisions. Parties are
also considered to be related if they are subject to common control or

common significant influences.

A transaction is considered to be a related party transaction where there

is a transfer of resources or obligations between related parties.
Assets classified as held for sale

Assets are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through
continuing use. This condition is regarded as met only when the sale
is highly probable and the assets are available for immediate sale in its

present condition.

Assets classified as held for sale are measured at the lower of the assets’

previous carrying amount and fair value less costs to sell.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

=

4.1

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

Financial risk management objectives and policies

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

manner.

Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31 December
2007 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 the credit risk, the management of the Group
has delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual trade debt at each
balance sheet date to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the Company

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

Interest rate risk management

The Group's fair value interest rate risk relates primarily to fixed-rate
financial liabilities. The Group's cash flow interest rate risk relates
primarily to short-term bank deposits. The Group monitors the interest
risk exposure on a continuous basis and adjusts the portfolio of interest-
bearing financial assets and liabilities when necessary. If a general
increase or decrease of 20 basis points in interest rates, with all other
variables held constant, would increase or decrease the group’s profit
after tax for the year ended 31 December 2007 by approximately
HK$7,080,000 (2006: HK$1,761,000).
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4.1

4.2

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (cont'd)

Financial risk management objectives and policies (cont’d)
Foreign currency risk management

The main operations of the Group were in the People's Republic of
China other Hong Kong and Macau (the “PRC") and Hong Kong and
majority of the transactions were denominated in Renminbi and Hong
Kong dollars. The Group did not use any derivative financial instruments

to hedge for its foreign exchange risk exposure during the years.

The Renminbi has appreciated against Hong Kong dollar by
approximately 6% for the year of 2007. The sensitivity analysis includes
only outstanding Renminbi denominated monetary item (Bank balance,
receivable and payables) and adjust their translation at the year end for a
6% change in foreign currency rates. If Renminbi had strengthened by 6%
against Hong Kong dollar, the effect of the change would increase the
group’s profit after tax by approximately HK$4,328,000 (2006: HK$ Nil).

Liquidity risk management

The Group manages liquidity risk by maintaining adequate reserves
and consider obtaining banking facilities to support the Group's short,
medium and long-term funding and liquidity management requirements.
The management of the Group continuously monitoring forecast and
actual cash flows and matching the maturity profiles of financial assets

and liabilities.

The Group's financial liabilities (including trade payables, other payables
and accruals) are matured within one months and no interest bearing
for the both years' balance sheet date, excepted the three year's zero
coupon convertible bonds with face value of HK$180,000,000 which
should be matured after two years from 31 December 2007.

Fair value of financial instruments

The fair value of financial assets and financial liabilities are determined as

follows:

1. the fair value of financial assets and financial liabilities with
standard terms and conditions and trade on active liquid markets
are determined with reference to quoted market bid prices and

ask prices respectively; and
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Notes to the Consolidated Financial Statements
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=

4.2

4.3

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (cont'd)

Fair value of financial instruments (cont’d)

2. the fair value of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models
based on discounted cash flow analysis using prices or rates from

observable current market transactions as input.

Except for the liability component of convertible bonds which recorded
at amortised cost as below, the directors of the Company consider that
the carrying amounts of financial assets and financial liabilities in the

consolidated financial statements approximate to their fair values:
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FHET FET T FHET

Convertible bonds* AR R * 143,678 140,845 - -
*  The fair value of the liability component is the present value of the w BEBDZATEESHNMEZRKRE R
contractually determined stream of future cash flows discounted MERERTS FREGERBUERZEE

at the interest applied at that time by the market to instruments
of comparable credit status and providing substantially the same

cash flows, on the same terms, but without conversion option.

Capital risk management

The Group's objectives when managing capital are:

- To safeguard the Group's ability to continue as a going concern,
so that it continues to provide returns for the shareholders of the
Company (“Shareholders”) and benefits for other stakeholders;

- To support the Group's stability and growth; and

- To maintain an optimal capital structure to reduce the costs of

capital.

In order to maintain or adjust the capital structure, the Group may adjust
the amount of dividend paid to the Shareholders, return capital to the

Shareholders, issue new shares or sell assets to reduce debt.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

4. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (cont'd)

4.3 Capital risk management (cont’d)

The Group actively and regularly reviews and manages its capital
structure to ensure optimal capital structure and the Shareholders'
returns, taking into consideration the future capital requirements of
the Group and capital efficiency, prevailing and projected profitability,
projected operating cash flows, projected capital expenditures and
projected strategic investment opportunities. The Group currently does
not adopt any formal dividend policy. The management of the Group

regards total equity as capital, for capital management purpose.

During the years, the Group's overall strategy remains unchanged.

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group's accounting policies which are described
in Note 3, the management of the Group has made the following judgment
that have most significantly effect on the amounts recognised in the financial
statements (apart from those involving estimations, which are dealt with

below).
Income taxes

As at 31 December 2007, a deferred tax asset has been recognised in
relation to the unused tax losses of approximately HK$101,000 (2006:
HK$2,077,000). The realisability of the deferred tax asset mainly depends
on whether sufficient future profits or taxable temporary differences will be
available in the future. In cases where the actual future profits generated are
less than expected, a material reversal of deferred tax assets may arise, which
would be recognised in the income statement for the period in which such a

reversal takes place.
Estimated impairment of goodwill

Determining whether goodwill is impaired according to the recoverable amount
which requires an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value-in-use calculation
requires the Group to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order to calculate
the present value. The carrying amount of goodwill at the balance date was
HK$10,459,000 after an impairment loss of HK$1,470,000 was recognised in

the income statement for the year ended 31 December 2007.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

5. CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(cont'd)

Investment properties

Investment properties are stated at fair value based on the valuation performed
by independent professional valuers. In determining the fair value, the valuers
have based on method of valuation which involves certain estimates. In relying
on the valuation report, the management of the Group has exercised their
judgment and are satisfied that the method of valuation is reflective of the
current market conditions. Should there are changes in assumptions due to
change of market conditions, the fair value of the investment properties will

change in future.

6. TURNOVER

Turnover represents the net amounts received and receivables from third

parties and is summarised as follows:

HEWA
BATSA

Rental income

Income from finance

7. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into three
operating divisions — (i) investment and finance; (ii) properties investment;
and (i) methanol. These divisions are the basis on which the Group reports its

primary segment information.

Principal activities are as follows:

Investment and finance = investing and financing activities

property leasing
development, manufacture and sales

Properties investment =
Methanol =

of methanol product and by-products
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Notes to the Consolidated Financial Statements R A BRI
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Business segments (cont’d) EHKSHE ()
For the year ended 31 December 2007 BE-ZZLF+-A=+-HLEFE
Investment Properties
and finance  investment Methanol Consolidated
K& MERE g RE
HK$'000 HK$'000 HK$'000 HK$"000
FHET FHET FTHET FTHET
Income statement &5
Tumnover e
External sales HNFREHE 30 2,782 - 2,812
Segment result pak E i 26 6,420 (1,438) 5,008
Interest income F BUA 5,532
Unallocated income ROBHA 11,870
Unallocated corporate expenses A EEA AT (6.382)
Finance cost BT RAR (2,169)
Profit before tax FR A% A& A 13,859
Income tax credit FrietiEe 1,334
Profit for the year F A A 15,193
Balance sheet BEEAEBXR
Assets BE
Segment assets DEEE 35 34,615 167,187 201,837
Unallocated corporate assets ROERBIEE 330,505
Consolidated total assets REBEE 532,342
Liabilities =L
Segment liabilities HEAE (10) (4,289) (11,315) (15,614)
Unallocated corporate liabilities ~ £AEARIEE (151,069)
Consolidated total liabilities RERAE (166,683)
Other segment information  Hfit5E&EH
Fair value changes on REMFENTERD
investment properties - 1,950 - 1,950
Depreciation and amortisation e R EH - - 15 15
Capital additions BRI - - 341 341
Impairment loss of goodwill EERERE R - - 1,470 1,470
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For the year ended 31 December 2007 BE —FEELFf A=+ —HIFFE
Business segments (cont’d) EBoHE(E)
For the year ended 31 December 2006 BE_ZZEXREFT_A=+—HILFE
Investment Properties
and finance investment Consolidated
& B MR E o)
HK$'000 HK$'000 HK$'000
FAT FAT FAT
Income statement 6t
Turnover HER
External sales INFGHE 285 3227 3512
Segment result ok e 612 6,264 6,876
Interest income LB YA 1,846
Unallocated corporate expenses ROBEA TR (3211)
Profit before tax B A A 5511
Income tax expense FriSHifx (692)
Profit for the year F A& 4,819
Balance sheet EESEBR
Assets BE
Segment assets DEEE - 44,679 44,679
Unallocated corporate assets RO RRIEE 89,134
Consolidated total assets IREBAE 133,813
Liabilities =N
Segment liabilities DEEE - 3,810 3,810
Unallocated corporate liabilities APBRARIEE 1,327
Consolidated total liabilities REBBE 5,137
Other segment information HibpEER
Fair value changes on REWERNTEZS
investment properties - 5318 5318
Impairment losses reversed P ER 2R A 5 B 2 R (B 5 18
in the income statement 327 - 327

Other non-cash expenses HtIERSFAX = (12) (12)
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Notes to the Consolidated Financial Statements — 4R& B R R &R 5F

For the year ended 31 December 2007 Eé_—%: EELFESHA=F—HILFE
Geographical segments WEZHE

The Group's operations are located in Hong Kong and the PRC. RNEB 2 EBUREERTE -

The following is an analysis of the carrying amounts of segment assets and REAEMEMEL 2 D REAERRERYE B
additions to property, plant and equipment, analysed by the geographical area B RSB MO T

in which the assets are located:

Hong Kong The PRC Consolidated
BB H )
2007 2006 2007 2006 2007 2006
HK$'000 HK$'000  HK$000 HK$'000  HK$'000 HK$'000
Tz THET TR T TiEx THET

Carrying amounts of HEEAEREE
segment assets 393,451 133,813 138,891 - 532,342 133,813
Additions to property, ER T
plant and equipment PEGE - - 341 - 341 -
2007 2006
HK$'000 HK$'000
FExT T
Other operating income HAb WA
included the followings: BREATEIA
Interest income FEHA 5,532 1,846
Written back of allowance BBl RIZAR B
for bad and doubtful debts - 327
Gain on disposal of a subsidiary (Note 35) HE —EE A R 2 e (MiEE35) 33 -
2007 2006
HK$'000 HK$'000
FExT T
Effective interest expense AR &5 BRR A S H

on convertible bonds 2,169 -
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Notes to the Consolidated Financial Statements R E B R R MR

For the year ended 31 December 2007 BE—FTT+F+_A=+—HIFFE
Profit before tax has been arrived at after charging: BRA A& A B HIBR
2007 2006
HK$'000 HK$'000
FERT FAT
Staff costs: BT :
Directors' remuneration (Note 11) B2 (FizE11) 234 204
Salaries and other benefits Fra MEMET 809 1,066
Retirement benefit scheme contributions R SR
excluding directors and BREERWEHR
after forfeited contribution BRI 3R 12,000 47T
of HK$12,000 (2006: HK$9,000) (ZZTAEF : 9,000/57T) 16 52
1,059 1,322
Auditors' remuneration =B & 420 300
Impairment loss on available-for-sale AEHESREE 2 RERBE
financial assets 220 -
Depreciation on property, plant mE - BERREZITE
and equipment 11 -
Amortisation on prepaid lease payments TR ERIE 2 B 4 -
and after crediting: WEtA
Gross rental income from investment property & &Y% 2 S WA B 2,782 3,227
Less: direct operating expenses from W RNEENEEESRA
investment properties that generated ZREYEEELERF X
rental income during the year (285) (965)
direct operating expenses from REFANIEEAHSRA
investment properties that did ZREYEEERLEF X

not generate rental income

during the year (29) -

2,468 2,262
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Notes to the Consolidated Financial Statements 4R A B RS ER R M A
For the year ended 31 December 2007 Eé_—%: EELFES A=+ —HILFE

11. DIRECTORS' EMOLUMENTS AND EMPLOYEES' 1. EE2NEEME

EMOLUMENTS
(a) Directors’ emoluments (a EEZEH=2
The aggregate amount of emoluments payable to the directors of the REERNARRAEZEENLER
Company for the year was HK$234,000 (2006: HK$204,000). 234,000/ 7T (=& E 754 : 204,000/ 7T) °
The remuneration of every director for the year ended 31 December B2t RKR_ZEZTF+HA
2007 and 2006 is shown as below: =T—HBIEFESEEFZME25|0T
Salaries
and Retirement
Directors’ benefits- scheme
fees in-kind contributions Total
Name of directors Bspg Bz FERHMER  RAENTEMRR &t
2007 2006 2007 2006 2007 2006 2007 2006
HK$'000 HK$000 HK$'000 HKS000 HK$'000 HKS000 HK$'000 HK$000
TEn TEr TEr ThEz TEx TEr  TER  TEx
Executive directors HITES
Halina Hung, Shi-wei * RS 2 4 - - - - 2 4
Lau, Ming-wai ** Ay 2 - - - - - 2 -
Chan, Wing Kwan ** Bk - - - - - - - -
Chang, Wing Yiu *## 00 - = - = - = - =
Aaron Tam, Chong-cheong ### 1B+ - = - = - = - =
Leung, Wing-pong 2534 10 10 - - - - 10 10
Kong, Chi-ming L5H 10 10 - - - - 10 10
24 24 - - - - 24 24
Independent BUFHT
non-executive directors -
Leung, Yun-ai Ay} 70 60 - - - = 70 60
Lam, Yatai AR 70 60 - - - — 70 60
David Chain, Chi-woo FHER 10 60 - - - - 10 60
210 180 - = - = 210 180
234 204 - = - = 234 204
g appointed on 11 August 2006 and resigned on 1 March 2007 * R_ZERENAT—BEE- =+
F=H—HE
o appointed on 1 March 2007 and resigned on 31 May 2007 Y R-ZZLF=A—BZE- TAF
AA=T—BEE
#+  appointed on 25 October 2007 o ORZEELFTA+RBEE
###  resigned on 11 August 2006 Hit RZZRERFENAT—BEHME



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

11. DIRECTORS' EMOLUMENTS AND EMPLOYEES'
EMOLUMENTS (cont'd)

(b) Employees’ emoluments

Of the five individuals with the highest emoluments in the Group, two
(2006: one) were independent non-executive directors of the Company
whose emoluments are included in (a) above. The emoluments of the

remaining three (2006: four) individuals were as follows:

o R HAbE
RIREFIFT IR

Salaries and other benefits

Retirement benefit scheme contributions

The emoluments of each individual were within the emolument band of
less than HK$1,000,000.

For the year ended 31 December 2007 and 2006, no emoluments were
paid by the Group to the five highest paid individuals, including directors, as
an inducement to join or upon joining the Group. No directors waived any

emoluments in the year ended 31 December 2007 and 2006.

12. INCOME TAX (CREDIT)/EXPENSE

BR(ER) XHELE

The tax (credit)/charge comprises:

BB -5
FEIERTE (MizE31)

Current tax — Hong Kong
Deferred tax (Note 31)

Hong Kong Profits Tax is calculated at 17.5% on the estimated assessable
profits for the year ended 31 December 2007. No provision for the Hong
Kong Profits Tax has been made for the year ended 31 December 2006 as the
group companies which are subject to Hong Kong Profits Tax either incurred

tax losses or have tax losses brought forward to set off assessable profits.
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wRA MR MR
BE-STrE+-A=+—AUFE

1. EFhEEME (B)

(b) ESHZ

AEBRUKSHFMEEEPML(ZFE
NE ) BARRZBIIFAITES -
HMSERHEINN EX (@) - T = (=
TERF - MOfu) AL ZBEER S0

T
2007 2006
HK$'000 HK$'000
FHET FHET
748 1,125
14 52
762 1,177

1 A+ 2 B & 4 1,000,0008 TTA T 2
B < AR Bl

HE_TTLFR-_TTF+-A=1+—AHL
FE - ASEMEINTANS FZRE S5
e B (BIEES) (EAEMASMARS B
2R BEZEELFR-TTRF A
=t HULFE  WESEREIAHSE -

12. iS58 (%), X

2007 2006
HK$'000 HK$'000
FHET FAT
467 -
(1,801) 692
(1,334) 692

BENSHIOREBE—_Z2+F+-_A=+—
B EAFERPOEFIRBER 17.5%F °
RBBNEENGEHRIEBERRRBE_TEN
FH_HA=t—BLEFEEERBERIE AR
BISERAREFAZ ERTEN - M EEH
AR ERBENSTAEL B -



Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

12. INCOME TAX (CREDIT)/EXPENSE (cont'd)

Taxation arising in the PRC or other jurisdictions is calculated at the rates

prevailing in the relevant jurisdiction.

The tax (credit)/charge for the year can be reconciled to the profit before tax

per the consolidated income statement as follows:
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i

%l? FELFF A= —HIFE

PiER (Be), Fx (&)

B Lt A AR 2 BOR T i B R AR
B 2 B -

FEZBEGER) THEGE KSR 2R
mAE R -

2007 2006
HK$'000 % HK$'000 %
TEr T
Profit before tax A AT Al 13,859 5511
Tax at the Hong Kong Profits BREBMEHHE 175015
tax rate of 17.5% ZHR 2,425 175 965 175
Tax effect of income not taxable BRRHBRAZ BT E
for tax purpose (3,143) (22.7) (1,264) (22.9)
Tax effect of expenses not BB LIRS 2
deductible for tax purposes P e 388 2.8 977 17.7
Tax effect of tax losses/deferred R EAREER /EERE
tax assets not recognised BEIHBKTZ 531 3.8 1,850 336
Utilisation of tax losses previously B SC R ARHER 2 IS B
not recognised (1,535) (11.1) (1,836) (33.3)
Income tax (credit)/expense s (H%) /Lt (1,334) (9.7) 692 12,6
Details of deferred taxation are set out in Note 31. RIERLIE Z FHE R A MIRE 31
13. DIVIDENDS 13. IR B
2007 2006
HK$'000 HK$'000
FTHET FHT
Proposed final dividend of HK$ Nil PR AREI B B/ T B T
(2006: HK$0.01) per share (ZZZRF : §R0.01%7T) - 7,941

The directors of the Company do not recommend the payment of any dividend

BEERERREEE

—FE+F+_HA=+—H

in respect of the year ended 31 December 2007 (2006: HK$0.01 per share). LIEFEZ RS (ZTERE: §ROO0ET) ©
The proposed final dividend for the year ended 31 December 2006 of HE_TTFT_A=T—BILFEZEZ

HK$0.01 per share was approved by the Shareholders in general meeting and
paid during the year.

HEE FAL0.01 BTN IRER A S L BRI -
WA AR
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For the year ended 31 December 2007

BE-SFrE+-A=+—AUFE

The calculation of the basic and diluted earnings per share is based on the TRRER REESE R TIIRBIA TS8R H

following data:

Earnings:

Earnings for the purpose of basic earnings per share
Effect of dilutive potential ordinary shares:
— effective interest expense on convertible bonds
— deferred tax relating to effective interest

expense on convertible bonds

Number of shares

Weighted average number of ordinary

shares in issue

Adjustment for assumed exercise of

convertible bonds

EA
2007 2006
HK$'000 HK$'000
FET FAT
REsTE SRERRER 2 B 15,193 4,819
HEBTEEl R
— AR ESFERF BN 2,169 =
— Er R ESF B L AR
IR IE (380) -
16,982 4,819
BHEE
2007 2006
BETTRRMDZ
Pl lE 1,020,609,068 794,057,800
RE& AT AR B AT TE M
UL EH AR 203,957,382 =

1,224,566,450 794,057,800
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

15. INVESTMENT PROPERTIES

HK$'000
FHET
Fair value DNEE
At 1 January 2006 RZEERF—HA—H 107,720
Disposals & (68,100)
Increase in fair value recognised in income statement BRI R IER 2 A FEE N 5318
Reclassification to assets classified as held for sale BENORYARELEZEE (9,338)
At 31 December 2006 and 1 January 2007 REZZEARFTA=T—HK
—TT+F—HF—H 35,600
Disposals & (35,600)
Acquisitions of subsidiaries U BE B N A 29,050
Increase in fair value recognised in income statement ERMERRIER 2 N ELG N 1,950
At 31 December 2007

The carrying value of investment properties shown above comprises properties

in Hong Kong held under:

— Long lease REIEL
— Medium-term lease FRERTE Y

The fair value of the Group's investment properties as at 31 December
2007 has been arrived at on the basis of a valuation carried out on the date
by Norton Appraisals Limited, independent qualified professional surveyors
not connected with the Group. Norton Appraisals Limited has appropriate
qualifications and recent experience in the valuation of similar properties in the
relevant locations. The valuation, which conformed to The Hong Kong Institute
of Surveyors Valuation Standards on Properties (1st Edition) published by the

Hong Kong Institute of Surveyors was based on open market value basis.

All of the Group's investment properties held under operating leases to eamn
rentals or for capital appreciation purposes are measured using the fair value

model and are classified and accounted for as investment properties.

ARE TS ERA M
HE-EELF )= BILFR

15. B =

R-ZEEtF+-A=+—H 31,000

A E2IRENMEZREERBATREE ZF
BYE

2007 2006
HK$’000 HK$'000
FET THT
31,000 -
- 35,600
31,000 35,600

REEREMENR_ZTELF+=_A=+—HZ

AEEE—REASEREREBILEES
FORGHRN AT BB R B R A EIRNZ B EITZ
HEREEMANE - THEMETEAR ALK
Rt 2L 2 RER M EGELEBEA B KL
MBS - ZBGENETE S I EMES T
W 2 MEMMELER (F—h) - WEAFTES
HHRITE ©

AEBERERBLLEOFAARRESHIEER
RIBERGE 2 IREWE - TIARFERAGE -
WD BRIIEREDE -
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For the year ended 31 December 2007

Cost

At 1 January 2006, 31 December 2006
and 1 January 2007

Disposal

At 31 December 2007

Amortisation and impairment

At 1 January 2006, 31 December 2006
and 1 January 2007

Disposal

At 31 December 2007 and 2006

Cost

At 1 January 2006, 31 December 2006
and 1 January 2007

Additions arising from acquisition of subsidiaries

At 31 December 2007

Impairment

At 1 January 2006, 31 December 2006
and 1 January 2007
Impairment loss recognised for the year

At 31 December 2007

At 31 December 2006

HE—
A
RZZERF—H—H
—EERF+_A=+—HRK
—EE+F—F—H
e
RZZEZTLF+-_A=+—H
SRR E
R-ZZTZTRE—HF—H
—EERE+-A=+—HBK
—EZ+HF—H—H
k=
R-ZEE+FR_TTF+ A
R
RZZEERF—A—H =
;r—ZE=Z+F—H—H
SEGEIEINGIPA- Yl
RZZEZTtF+-_A=+—H
BB
RIZEZRF—H—H ZFFTX
;=T +F—H—H
RFEEHERZBEESE
R-_ZTZtHF+=-A=+—H
RZBEEF+-_A=+—H
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B+ FES A= —HILFE

SF+Z—A=+—H

Patent
=R
HK$'000
FHET

29,670
(29,670)

29,670
(29,670)

HK$'000
TAT

11,929

11,929

1,470

1,470

10,459



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

17. GOODWILL (cont'd)

For the year ended 31 December 2007, the additions of goodwill of
approximately HK$11,929,000 attributed to the acquisition of the entire
interest in Minkind Development Limited (“Minkind"), Remson Investment
Limited and its subsidiary (“Remson Group”) and RS & FHEREEREBR A

7] (“Inner-Mongolia Yize").

During the financial year, the Group assessed the recoverable amount of
goodwill, and determined that the goodwill associated with the Group's
methanol operation was impaired by HK$1,470,000. The recoverable amount
of the methanol operations was assessed by reference to expected recoverable

amount from sale proceeds.
Impairment testing on goodwill

For the purpose of impairment testing, goodwill has been allocated to the
following cash generated units (“CGUS"). The carrying amount of goodwill (net
of accumulated impairment losses) as at 31 December 2007 is allocated as

follows:

BEME
Methanol Rz

Investment properties

Investment properties

The recoverable amount of the investment properties operations is determined
based on a value in use calculation which uses cash flow projections based
on financial budgets approved by management covering a twenty-five years
period, and a discount rate of 16% per annum. Cash flows beyond that twenty-
five years period have been extrapolated using a steady 16% per annum
growth rate. The management of the Group believes that discount rate used is

reasonable and no impairment loss should be charged for the year.

Methanol

The management has assessed recoverable amount of the methanol
operations by reference to the expected sale proceeds and determined that
the goodwill associated with the Group’s methanol operations was impaired by
HK$1,470,000.
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HE_ZTTtEtHF+-_A=+—RHLFE" H
RIKEREZEREBR A A &ZE] - Remson
Investment Limited 5 E Ff & /2 & ([ Remson & & )
RARLFRBEREERAR ([REREFE])
Z B Eb R < BB L N4 11,929,000 T °

RAMBFE - REBFEHE 2 IRE SR
ErHERRELE R R ERE470,0008
7T o FRERAEE 2 A Bl £ FEARAR B SHE FT{S 3R
Z TEEAR YR [l & BT TR A o

BT Bl E R

RREAR  BERREATRSELBN (R
SEEBM)) - RTFBLFH-A=t—BF
£ FEE RERAERE) BEMT -

HK$'000
TAT

2,939
7,520

10,459

REYF

AW EIEELREBEEMAEERE AETESR
ERRBEEEEERE _tHFHHEEE
NZRERIBR KR EEE 16% ETT - BBZ
“TRFHRERETIATF 16% 2 RBFEEK
FEITHE - "EBERERRMARRERA
B NEEEREER -

FE

AEERBEMHEMSSRNGTELLEZH

1 o] < 58 N 758 T AN 5 B R B A 2 G R 2 P R
& 1,470,000 7T °
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For the year ended 31 December 2007

Cost
At 1 January 2006,
31 December 2006 and
1 January 2007
Additions
Acquisition of
a subsidiary

Exchange alignment
At 31 December 2007
Accumulated depreciation
and impairment
At 1 January 2006,
31 December 2006 and
1 January 2007
Charge for the year
At 31 December 2007

Net book value

At 31 December 2007

At 31 December 2006

Wb — R B 2 A)

B 5t FEE

RZEE+F+A=+—H

REMERRAE

-

RZZTZF—H—H"
—TTAF+-A=1+—H
R=BEtF—F—A

AEEE

>

A
A

R-ZZtF+=-A=1+—H

FREEFE

R=BBtF+=RA=+—-H

RZZEEF+-_A=+—H

Annual Report 2007

KRB MR MR
BE-SFrE+-A=+—AUFE

—EELFFHR 73

Furniture,
fixtures and Motor Construction

Buildings equipment vehicles in progress Total
RE HE

BF T AE EEIR st

HK$000 HK$000 HK$000 HK$000 HK$000

TR TR TR TR TET

- - - 341 341

1,900 3 175 1,768 3,846

36 = 3 35 74

1,936 3 178 2,144 4,261

5 - 6 - 11

5 - 6 - 11

1,931 3 172 2,144 4,250

The Group's buildings are situated in the PRC and held under long lease.

AEEZEFURTEBHARBHEQ -
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Notes to the Consolidated Financial Statements R A BRI
For the year ended 31 December 2007 ééf: FE+LFS _A=1F—HIFE

All of the Group's prepaid lease payments are prepaid for leasehold land AEEMAENEEFIBEREBFEIINENRNESE

outside Hong Kong. i o
Analysed for reporting purposes as: RMESTAOT -
2007 2006
HK$'000 HK$'000
FET T
Current asset mEVEE 1,253 -
Non-current asset EMBEE 60,397 -
61,650 =
The Group's prepaid lease payments comprise: REBEBNHEERIBELE
2007 2006
HK$'000 HK$'000
FEx T
Long lease RHIEL 1,423 -
Medium-term lease SR IERD 60,227 =

61,650 =
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For the year ended 31 December 2007 BE—FTT+F+_A=+—HIFFE
2007 2006
HK$'000 HK$'000
TR TEIT
Share of net assets of associates BB EA R EERA - =
The Group's associates have been disposed of for the year ended 31 BEZZTT+F+-A=+—HILFEAKEZ
December 2007. BMEARBLE -

oy,

The summarised financial information in respect of the Group's associates is REER S AR 2 HBERBmmT

i)

set out below:

2007 2006

HK$'000 HK$'000

FExT FHT

Turnover EEE - 1,395
Loss for the year REEZEE - (12,678)
Loss attributable to the Group REBELEE - =
Total assets WEE - 15,633
Total liabilities HEE - (75,196)
Net liabilities FAE - (59,563)

Net assets attributable to the Group AEEELEFEE - =




Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

21. INTERESTS IN JOINTLY CONTROLLED ENTITES

Share of net assets of jointly controlled entities

Details of the Group's jointly controlled entities at 31 December 2007 are set

out in Note 42.

The summarised financial information in respect of the Group's jointly

controlled entities is set out below:

Turnover ]

Loss for the year RNEEZEE

Loss attributable to the Group REERELERE
Total assets BEE

Total liabilities wa’E

Net liabilities FEE

Net assets attributable to the Group REBEIFEE

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS

I8
i

Club debentures

As at 31 December 2007, the directors of the Company reassessed the
recoverable amount of the club debentures. In the opinion of the directors of

the Company, the full amount of HK$220,000 was impaired.

BOHREIBEE TR
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i

BE_FF+FF_A=1—HIFE
21
2007 2006
HK$°000 HK$'000
FTERT TR

AEER_ZTTLF+ - A=+—B 2 HKFEH
W 2 FIEEN 42 -

AEBEHRZEHIEE 2 M BERBRNT

2007 2006
HK$'000 HK$'000
FHET FAT
(13) (20)
4,242 4314
(160,367) (160,497)
(156,125) (156,183)

22. At FEZEmEE

2007 2006
HK$'000 HK$'000
TR TR

- 220

R-ZEE+E+_A=1+—H AARESFEM
ZECHEELFZIREEHE - REARAESE
% 5% 220,000/8TLE 2 FERE °



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

23. TRADE AND OTHER RECEIVABLES

Included in trade and other receivables of the Group are trade receivables of
HK$ Nil (2006: HK$271,000). Its aged analysis at the balance sheet date is as

follows:

Within 30 days 30RN

31 — 60 days 31 260K
Over 60 days 60 RA E

The average credit period on the trade receivable is 30 days. The carrying
amounts of the trade receivables are denominated in Hong Kong Dollar. The

age of trade receivables which are past due but not impaired as followings:

31 - 60 days 31 260K
Over 60 days 60 KA

The directors of the Company consider that the carrying amounts of
HK$56,000 as at 31 December 2006 was past due but not provided for
impairment as there has not been a significant change in credit quality and the
amount due are still considered recoverable. The directors of the Company
consider that the carrying amounts of the Group's trade and other receivables

at 31 December 2007 approximate to their fair value.
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23. B 5 N EMEWFIA

AEEZE S REMBRGIETE S RKKIES
TAEITL(ZFTZTRNF 1 271,00087L) c L TAR
EEHZRE DT

2007 2006
HK$'000 HK$'000
FTHET THATT

- 215
- 38
- 18

- 271

RWEB SHIBZEERTIHRI0OKR - BEES
RAEZREENETREMN - ERHERBEZ
FEW S B RIA 2 BRtc A T

2007 2006
HK$'000 HK$'000
TR THTT

= 38

= 18

= 56

ARAREERRN _ZEZREF+T_A=1T—RHK
T 856,000 7L 2 BIEMERE UL VEH BERIE -
HTRRNESEEE R EEREE) - BERAN
BINRBTIAIFRE - ARFEERRN_TZ
TFEF+ A=+ —HAEEZE 5 REMBYR
B REERENFERS -



78 G-Prop (Holdings) Limited £E{{¥AR A

Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

24. DEPOSITS AND PREPAYMENTS

Deposits e
Prepayments TERTFRIA

The directors of the Company consider that the carrying amounts of the
Group's deposits and prepayments at 31 December 2007 approximate to their

fair value.

25. SHORT-TERM LOANS RECEIVABLE

e E K
B RIERREEE

Loans receivable

Less: Allowance for bad and doubtful debts

Movement in the allowance for doubtful debts

Balance at beginning of the year FET
Amount recovered during the year REEZ AU E &
Balance at end of the year FREF

The Group maintained a defined credit policy in accordance with respective
loan agreements. The age of loans receivable of the Group at the balance

sheet date was over due.

26. TIME DEPOSITS, BANK BALANCES AND CASH

The deposits carry interest rate at prevailing bank savings deposits rate and
mature with one month. The directors of the Company consider that the
carrying amount of the time deposits, bank balances and cash at the balance

date approximates to the fair value.

ARE TS ERA M

%@E: EELFESHA=F—HILFE
24. e MIBN A
2007 2006
HK$'000 HKg'000
FTHET THET
69,970 6
454 275
70,424 281

ZA/NC] A=+—A%
SEzZRERENFAEZERERE A FER
.

25. RIS K

2007 2006
HK$'000 HK$'000

FH&T BT

3,203 3,203
(3,203) (3,203)

REEHS

2007 2006

HK$'000 HK$'000

FHET FHET

3,203 3,530
- (327)

3,203 3,203

AEEREERZ ERpEMRARE 2 EER
R AEBRAER 2 RNEFIRER S DI

26. TEATFRR » BITEFLIES

FREER 2RITFANEFE - YR —EAR
AH - ARREZRANEE B EMFR - /1T

EEERE 2 REEREATERS



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

27. ASSETS CLASSIFIED AS HELD FOR SALE

On 27 December 2006 and 8 December 2006, Superkey Development
Limited and Boria Enterprises Limited, indirect wholly owned subsidiaries
of the Company, entered into two sale and purchase agreements with two
independent third parties (“the Purchasers”) in relation to the disposal of a car
park of location No. 4106, 4/F., Bank of America Tower, 12 Harcourt Road,
Hong Kong (the “Car Park”) and a property located at 3th Floor, Chung Kiu
Godown Building, 63-71 Lei Muk Road, Kwai Chung, New Territories, Hong
Kong (the “Property”) at considerations of HK$538,000 and HK$8,800,000
respectively. The Car Park was satisfied by the Purchasers in cash and the
transaction was completed on 19 January 2007. The Property was satisfied
in cash and the transaction was completed on 31 May 2007. In accordance
with HKFRS 5, the above investment properties have been presented as assets
classified as held for sale in the balance sheet for the year ended 31 December
2006.

28. TRADE AND OTHER PAYABLES

Included in trade and other payables of the Group are trade payables of
HK$Nil (2006: HK$10,000). Its aged analysis at the balance sheet date is as

follows:

Within 30 days 30RA
31 - 60 days 312 60K
Over 60 days 60 KA E

The directors of the Company consider that the carrying amounts of the
Group's trade and other payables at 31 December 2007 approximate to their

fair value.

29. AMOUNTS DUE TO FELLOW SUBSIDIARIES

The amounts are unsecured, non-interest bearing and repayable on demand.

Annual Report 2007 —ZZLFFH 79

KRB MR MR
BE-SFrE+-A=+—AUFE

27. S| RFRHEL EZBE

RZZFEARFT A T+EBERZEERF+=
ANB  ARrlzHE2ENBAREEERES
BARIRIEXECEBERAREMEBELE =7
(TBEXZ DT EER - 9 BIAK(E 538,000 %
70 1% 8,800,000 8 T i E BB B &8 12 R BIR
THROAEL4106 5B ([EEA ) RUIRE
B ABIAES I FTEEAAEIE Y
mE((HE]) LEFEBMNEHEIR =TTt
F—A+THBANUBREI MR - HEWEAE
HEFR-_ZZ+FRA=+—HBHzAUAES
TR RTERK - REBEEBMBRELEAESHK - £
M EYECREBE—_TETAF+_A=1+—8
IHFEZEEEBRANIIAFIEHE Z&E °

28. E5 M E M ERFIE

AEBEZESREMENZFIBEREZREMNKES
THIT(ZZTZT/NEF 1 10,000870) o AN ABRE
HAZREDT

2007 2006
HK$'000 HK$'000
FET FAT
- 4

- 6

- 10

ARREERR  AEER_TTLF+-A
=t —BZESREMENFIRZREEREELN
FERE °

29. FEfNT R ZMT B A Rl FKIE

ERSBEAEER 28 RIRBANERE
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Notes to the Consolidated Financial Statements R E BT E
For the year ended 31 December 2007 BE—FE+F+_A=+—HIFFE
30. CONVERTIBLE BONDS 30. AIMARR B

The Company issued 180 million Hong Kong dollar denominated zero coupon RZZETLFETHAZTHEBARAINETE
convertible bonds (the “Convertible Bonds") to Asian Kingdom Limited and 0.162 7 L2477 7 180,000,000 T = B Al # %
Fame Ascent Investments Limited (the “Bondholders”) at an issue price of &% ([RJ % f& % |) F Asian Kingdom Limited &
HK$0.162 on 25 October 2007. FARBERAR(TEHFHAAD -

Each bond entitles the Bondholders to convert to one ordinary share at a 1%%%%}\5[%%%%%0 162 7B TR 7 AR (E
conversion price of HK$0.162. Conversion may occur at any time between Hip—REElk RN +F A - THHHE

25 October 2007 and 24 October 2010. Bondholders may redeem the —E—EF+ A=A HREE AR EITE
Convertible Bonds starting from 25 October 20089. If the bonds have not been #oe AIRESATR _ZZENFTA-THER
converted, they will be redeemed on 25 October 2010 at HK$180,000,000. BREE - WESABLE  AZEEHFEN_-F

—Z4F+ A —+F B A 180,000,000 B iR -

The Convertible Bonds contain two components, liabilities and equity elements. ﬂ?ﬁﬁi%%@%ﬁﬁﬁﬂ’ C BERERED - A&
The liability component, included in long-term borrowings, was calculated (E?LEEHJ%F“*)ET**TET—H%HQF%ZH?
using a market interest rate for an equivalent non-convertible bond. The iﬁﬂfu H o Flerssrr (AR mEl ) st AR

remaining balance represented the equity conversion component, is included R E S AR S 2 IR RS A

in shareholders’ equity named as convertible bonds equity reserves.

HK$"000

FET

Proceeds of issue BITATS A 177,806
Equity component Atz B (36,297)
Liability component at date of issue #BITHBERS 141,509
Effective interest charged for the year REFERFE 2,169
Liability component at 31 December 2007 —ETHF+A=T—HEEHS 143,678

The effective interest rate on the liability component of the Convertible Bonds TR E S A EID 2 B FZE 45 8.350 o
is approximately 8.35%.
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Notes to the Consolidated Financial Statements 4548 B fS5RhFR M 3T

For the year ended 31 December 2007 BE—FTT+F+_A=+—HIFFE
31. DEFERRED TAX LIABILITIES/(ASSETS) 3. BEMIBEE(BE)

The following are the major deferred tax liabilities/(assets) provided/ AT RAEERE B RBEREHEEE (1
(recognised) by the Group and movements thereon during the current and RI)ZEBRLEFRIBEE (BE) REEH

prior reporting periods:

Fair value
adjustment on

Revaluation  Accelerated acquisition of

Convertible  of investment tax  asubsidiary Tax
bonds properties  depreciation WiE-H losses
TR REmxE MEHE i) A HE Total
&% Bf wE  ATERE E# a5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TR TR TR AL TR TR

At 1 January 2006 HN-ZEAE-F-A - (1,199) 3370 - (1,140) 1,031
Charge to income statement BlERIR (AEE)

for the year - 945 130 - (937) 138
Realised on disposal of HERENFHER

investment properties - 1514 (960) - - 554
At31 December 2006 and RIBFERETZAZT-BR

1 January 2007 “Z2t+%-A-H - 1,260 2,540 - (2077) 1,723
Charge to equity for the year BRAERR (A5R) 6,430 - - - - 6430
Acquisition of a subsidiary KB AT - 2949 - 10450 (62) 13,337
Realised on disposal of HERENERER

investment properties - (1,260) (2,540) - 2077 (1,723)
Charge to income statement BlERIR (RFE)

for the year (380) 341 - - (39) (78)
At 31 December 2007 RIEEtE+ZA=1—H 6,050 3290 - 10,450 (101) 19,689

At 31 December 2007, the Group has unused tax losses of HK$714,004,000 R-ZZEELF+_A=+—H A&EBEAH
(2006: HK$709,818,000) available for offset against future profits. A deferred EHHARBNESRBRAZHIBEER
tax asset of approximately HK$101,000 (2006: HK$2,077,000) has been 714,004,000/ 7t ( — & Z /X 4 : 709,818,000
recognised in respect of HK$577,000 (2006: HK$11,869,000) tax losses. No BIT) o RATIE #577,0008 L (ZZZRF :
deferred tax assets have been recognised in respect of the remaining tax losses 11,869,000/ 7T) Z A B B HER RIRLEF IR E
of HK$713,427,000 (2006: HK$697,949,000) due to the unpredictability of E - ZEEHIBEELNA101,0008T(ZEE
future profit streams. All unused tax losses may be carried forward indefinitely. 7N 02,077,000 7T) o BBRAAREETERI B 12 m
HIR - AR B A A ER T 2 713,427,000 7T
(ZZZRF : 697,949,000 70 ) 2 BiHE 1B 1
RAELERIBEE - AR A 2 HIBRIER &
fRERALEE o
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Notes to the Consolidated Financial Statements 4548 B iSRRI T
For the year ended 31 December 2007 %é_%: EELFS - H=+—HIFFE
Number
ordinary shares Amount
ZEKREE B
HK$'000
FET
Ordinary shares of HK$0.01 each BREEO0.01 BT Bl
Authorised: VAR
At 31 December 2007 and 2006 M-BELFER-FBEREF
+=-—A=+—H 80,000,000,000 800,000
Issued and fully paid: BEETRARRA
At 1 January 2006, 31 December 2006 R_ZEZTZF—HF—H8 -
and 1 January 2007 “EERFTA=+—H
;=—FZ+F—H—H 794,057,800 7,940
Issue of shares (note) BIThR M (BYRE) 1,234,197,208 12,342
At 31 December 2007 R=Z2Z2tH+=H=+—H 2,028,255,008 20,282
Note: Kiat -

Pursuant to a subscription shares agreement dated 1 August 2007, the Company issued REBHR-_ZZTLFN\A—B2RBERMHBE - A2

1,234,197,208 ordinary shares at price of HK$0.162 per share on 25 October 2007. The AR=ZZTEFTAZ +£ BiZ 8% 0.162 8T 2 [B1%
proceeds were mainly used to finance the methanol project in the PRC. The new shares 171,234,197, 208 IRE AR - FIGERIEEERR AR
issued for the year rank pari passu with the then existing shares in all respect. PR REREEREES c AFEEBITZABANRES

HEBEERZRERND A RS EL



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

33. SHARE OPTION SCHEME

The Company had adopted a share option scheme since15 February 2002 (the
“2002 Scheme") for the primary purpose of providing incentives to directors
and eligible employees. Details are as set out below:

Pursuant to the terms of the 2002 Scheme which will expire on 14 February
2012, the Company may grant options to the directors and full time employees
of the Company or its subsidiaries to subscribe for shares in the Company at a
consideration of HK$10 per grant. The subscription price for the shares under
the 2002 Scheme shall be a price determined by the directors of the Company
being at least the higher of the closing price of the shares as stated in the Stock
Exchange's daily quotation sheets on the date of grant, or the average closing
price of the shares stated in the Stock Exchange's daily quotation sheets for the
five business days immediately preceding the date of grant. Options granted
are exercisable at any time during a period to be notified by the board of
directors of the Company but limited to a maximum period of ten years after
the date the options are granted. Options granted should be accepted within
21 days from date of offer.

The maximum number of shares which may be issued upon exercise of all
options to be granted under the 2002 Scheme and the other schemes shall
not exceed 10% of the shares in issue at the date on which the 2002 Scheme
becomes unconditional (the “Mandate Limit"). Options lapsed will not be
counted for the purpose of calculating the Mandate Limit. For the avoidance of
doubt, the share underlying the options which have been cancelled and have

not lapsed will be counted as part of the Mandate Limit.
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33. REEREETE
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B AP B RER TR 2 T B sl R (D P B 35
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Z A A % AR AR I B HA B AT T RAR o
BT 2 REERRE N IR 2 A B 5F 21 R Al ¢
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FrERBEREMA TRETZREER - TEEE
R-FZ_FFERAREMHE R ETROZ
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

33. SHARE OPTION SCHEME (cont'd)

The Mandate Limit may be refreshed at any time by the approval of the
Shareholders in general meeting provided that the total number of shares
which may be issued upon exercise of all options to be granted under the
2002 Scheme and the other share option schemes must not exceed 10%
of the shares in issue at the date of such Shareholders’ approval. For the
avoidance of doubt, options previously granted under the 2002 Scheme and
the other share option schemes (including those outstanding, cancelled, lapsed
in accordance with the 2002 Scheme and the other share option schemes
of the Company or exercised options) will not be counted for the purpose of

calculating the refreshed 10%.

The Company may, by the approval of the Shareholders in general meeting,
grant options beyond the 10% limit provided that the options in excess of the
10% limit are granted only to employees specifically identified by the Company

before Shareholders' approval is sought.

Unless approved by the Shareholders as set out herein, the total number of
shares issued and to be issued upon exercise of the options granted to each
employee (including both exercised and outstanding options) in any twelve-
month period must not exceed 1% of the shares of the Company in issue.
Where any further grant of options to an employee would result in the shares
issued and to be issued upon exercise of all options granted and to be granted
to such person (including exercised, cancelled and outstanding options) in
the twelve month period up to and including the date of such further grant
representing in aggregate over 1% of the shares in issue, such further grant
must be separately approved by the Shareholders in general meeting with such

employee and his associates abstaining from voting.

However, the overall limit on the number of shares which may be issued upon
exercise of all options granted under all share option schemes of the Company

must not exceed 30% of the shares in issue from time to time.

No options were outstanding at 31 December 2007 and 2006 under the
2002 Scheme. No options were granted, exercised, cancelled or lapsed during

the two years.
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33, REMRERTE (58)
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Notes to the Consolidated Financial Statements R A B R R MR
For the year ended 31 December 2007 BE—FTT+F+_A=+—HIFFE

Proportion of

of equity

Date of interest Cost of Principal
acquisition acquired acquisition activity
WEEH BER#ELR W B A A FEEK

HK$'000

FHET
Minkind Development Limited BEERERAF 31 July 2007 100% 6,963 Property
—EELFELA=T—H investment
MERE
Remson Investment Limited Remson Investment 31 July 2007 100% (6,921) Property
and its subsidiary Limited “TEHFLA=+—H investment
A VNG| MERE
ASRHFREEREBR AR NS FEEERE 14 November 2007 100% 64,729 Manufacturing
BRAF] —ETHF+—HA+MHA and sale of
methanol
products
FERHE

FEEEm
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Notes to the Consolidated Financial Statements 43R4 B 75 &R M5t

For the year ended 31 December 2007 %é CEEF L A= —HIFFE

34. ACQUISITION OF SUBSIDIARIES (cont'd) 34, WEMTB AR ()

(a) Acquisition of Minkind Development Limited (a) WEEEZRREERAA
The fair value of the identifiable assets and liabilities of Minkind BEBRRBBRAR(RED ZAIHBMNEE
Development Limited (“Minkind”) as at the date of acquisition and the REERWEER 2 A FE RN EE WA
corresponding carrying amounts immediately before the acquisition were ZHERRmERT ¢
as follows:

Carrying amounts
before the Fair value

acquisition adjustments  Fair value

WEATAREE AV ERE ATE
HK$'000 HK$'000 HK$'000
FHT FHT FHT
Investment properties TEME 7,800 = 7,800
Trade and other receivables & 5 N CH h e IE 3 - 3
Tax prepaid SEANETE S 2 - 2
Cash and cash equivalents RekReFEER 98 - 98
Trade and other payables B 5 RHEMERFIE (54) - (54)
Loan from an intermediate B ER A RIS E R
holding company acquired 914) (914)
Deferred tax liabilities BELEHIEAE (1,255) - (1,255)
Net assets acquired IS FEE 5,680 - 5,680
Goodwill [EES 1,283
Total consideration BRE 6,963
Consideration satisfied by cash NIReZN2RE 7,849
Acquisition of loan from an intermediate WS BN ER AR ZER
holding company (914)
Expenses incurred for the acquisition WHESER 28
6,963
Net cash outflow in respect of the WHERERESREFE
acquisition of Minkind
Cash consideration paid 2RReRE (7,849)
Cash and bank acquired FTiSiR & KRTT 98
Expenses paid for the acquisition BT E A (28)
(7,779)
For the year ended 31 December 2007, Minkind contributed HE_ZZA+XF+_A=1T—HBILFE -
approximately HK$1,072,000 to the Group's profit for the year. B AE RN & BT R E E i A4 1,072,000

I



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

34, ACQUISITION OF SUBSIDIARIES (cont'd)

(b) Acquisition of Remson Investment Limited and its subsidiary

The fair value of the identifiable assets and liabilities of Remson
Investment Limited and its subsidiary (the “Remson Group") as at the
date of acquisition and the corresponding carrying amounts immediately

before the acquisition were as follows:

Investment properties wEME

Trade and other receivables Z 5 & H A FEWRIA

Cash and cash equivalents RekF2FEER

Trade and other payables & 5 N H M ERFIE

Loan from an intermediate BN ER AR
holding company FTiSE

Deferred tax liabilities B IABE

Net liabilities acquired S8 E

Goodwill Bl

Total consideration BRE

Consideration satisfied by cash NI & X2 KB

Acquisition of loan from an WehE B o 1Rk
intermediate holding company REIZER

Expenses incurred for the acquisition WHEEER

Net cash outflow in respect of the U BE Remson £E IR &
acquisition of Remson Group e

Cash consideration paid [RENE AR

Cash and bank acquired FTiSiR & RiRTT

Expenses paid for the acquisition BT E A

For the year ended 31 December 2007, the Remson Group contributed
approximately HK$406,000 to the Group's profit for the year.
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(b) %/% Remson Investment Limited
REAN&A A

Remson Investment Limited & £ fff & 2 7]
([Remson£EE |) Z Al Bl B E & B BRI
BRAZATFERNEZWEN 2 EEREE

B

Carrying amounts

before the  Fair value
acquisition adjustments  Fair value
WEEAREE ATEAR AF¥E
HK$'000 HK$'000 HK$'000
FHET AT FHET
21,250 = 21,250
23 — 23
343 - 343
(185) - (185)
(28,376) = (28,376)
(1,632) - (1,632)
(8,577) - (8,577)
1,656
(6,921)
21,431
(28,376)
24
(6,921)
(21,431)
343
(24)
(21,112)

BE_TTHF+_A=+—HLFE"

Remson £

406,000/87T ©

B 7 AN 5 B R R a A KD
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

34, ACQUISITION OF SUBSIDIARIES (cont'd)

(9

Acquisition of A5 & (7 EBFREE R L A

The fair value of the identifiable assets and liabilities of Y5 &5 72 HE %
WEBRAE (the “Inner-Mongolia Yize") as at the date of acquisition

and the corresponding carrying amounts immediately before the

acquisition were as follows:

Property, plant and equipment
Prepaid lease payments
Deposits and prepayments
Other payables

Deferred tax liabilities

Net assets acquired
Goodwill

Total consideration

Consideration satisfied by cash

Expenses incurred for the acquisition

Net cash outflow in respect of the
acquisition of Inner-Mongolia Yize
Cash consideration paid

Expenses paid for the acquisition

W% - BB KRR
BENEERE
Tk R E M FAR R
HoAl & 5008
EEHIAAE

FeFEE
e

B

MBRE 2B
WHEELEM

WEAR L FE
REenEFH

ENRERE

ENKEER

For the year ended 31 December 2007, the Inner-Mongolia Yize

generated loss of approximately HK$171,000 deducting from the

Group's profit for the year.

RA R E
BE-STrE+- A=+ —AUFE

34. WhEMB AR (8)

() HKRBASLFERFEREFRAA

ARLFEREREARAR (ARG F
EDZABHEERBBEREER 2 RF
ERNEREFER 2 BRREERT

Carrying amounts

before the  Fair value

acquisition adjustments  Fair value
WEAIREE AFERE AFE
HK$'000 HK$'000 HK$'000
T THET T
3,322 524 3,846
19,326 41,274 60,600
5,240 = 5,240

(3,497) = (3,497)

— (10,450) (10,450)
24,391 31,348 55,739
8,990
64,729
62,406
2,323
64,729

(62,406)

(2,323)

(64,729)

BE-STE+-A=+—ALEE -
Mg AR RS R 2 RN

EAEEZ)171,000/8 7T °



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

34, ACQUISITION OF SUBSIDIARIES (cont'd)

Goodwill arose in the acquisitions because the cost of the acquisitions included
control premium paid for the acquisitions. In addition, the consideration paid
for the acquisitions effectively included amounts in relation to the benefit
of expected synergies, revenue growth, future market development and the
assembled workforce. These benefits are not recognised separately from
goodwill as the future economic benefits arising from them cannot be reliably

measured.

If the above acquisitions had been completed on 1 January 2007, total
restated group turnover for the year 2007 would have been HK$3,575,000
and restated profit for the year 2007 would have been HK$16,936,000. The
pro forma information is for illustrative purposes only and is not necessarily an
indication of revenue an results of the Group that actually would have been
achieved had the acquisition been completed on 1 January 2007, nor is it

intended to be a projection of future results.

35. DISPOSAL OF A SUBSIDIARY

For the year ended 31 December 2007, the Group entered into a sale and
purchase agreement to dispose of its subsidiary to independent third party for
a total consideration of HK$7,800. Summary of the effect of the disposal of a

subsidiary is as follows:

R

Net assets disposed of:

RAEZIZE

Investment in associates priie

Amount due to a fellow subsidiary

Gain on disposal HE Kz

Total consideration BRE

Satisfied by: EANE

Cash Re

Net cash inflow arising on disposal: HEELECZHERAFE

ReRE

Cash consideration

E’éﬁ Rl & — K8 A BIRIR
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ARBERABERKEmN T 2 E65mE - B
UL E R o AN TR 2 REREER
BIEABTER B RN - RS R - RRTIHE

BEREEET - HRNZSEwE £ 2 A REEHET)
wm R E - Filt - ZEBERWT I SEEESH
HETE o

Fon

b=

e LWEE R —_ETLFE—A— B %K
AR T+ FEEIEEEEBRERAR
3,575,000 MEARZZEZTLFEHS T
1% 16,936,000 87T - HEERHERFAZA -
WA —EAMEAREBERMEBRARER 215
2 M ER =SS F—A—H%/K T
THUER BIEEENTRRIER -

35. HE—FEKEBA R

HE_ZTHF+-_A=1+—HILEE  £5H
QEETT*IEﬁm,\E%,\Tﬁ% LAKAE 7,800 7T
FBME=FHEEWB AR - HE—RHEBA
RIREMZNT -

2007

HK$'000
TR

(25)

(25)
33



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

The Group as lessee

RGOS N2
RS

Minimum lease payments paid

under operating leases

At the balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases which fall due as

follows:

—FR

Within one year

Operating lease payments represent rentals payable by the Group for its office

premises. Leases and rentals are negotiated for a fixed term of two years.
The Group as lessor
Property rental income earned for the year was HK$2,782,000 (2006:

HK$3,227,000) with a rental yields of approximately 8.98% (2006: 7.180%).

Certain properties have committed tenants for the next two years.

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

following future minimum lease payments:
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ARE SRR
HE-CELF] = BILFR

FEEBABA
2007 2006
HK$'000 HK$'000
TR TAT
- 56

REZER - NEBEZ AR EEOZ AR R
EESAEZZBALLT

2007 2006
HK$'000 HK$'000
TR THTT

- 59

REBOFREASERBRIEDERNZE
% - MHRAE 2B RHEE RMF o

A EE B HEA

REEHRR ZMERE WA B2,782,000% 7T

(ZZTZJR4F  3,227,000/87T) © EFAE W R
#4)/38.98% ( —EE/NF : 7.18%) - & TWERE

AKRMFEERADRTAZHEP »

REER  AEEEBFETAHEOZ HERE
AT -

2007 2006

HK$'000 HK$'000

FTHExT T

Within one year —FR - 2,334
In the second to fifth year inclusive E_ZERF (RIEERMFEAN) - 632

- 2,966




Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

37. CAPITAL COMMITMENTS

Authorised and contracted for:

Development cost of methanol plant BF B T8 5 7 3 B AR

38. RETIREMENT BENEFIT SCHEMES

The Group operates defined contribution schemes for all eligible employees.
The assets of the schemes are held separately from those of the Group, in
funds under the control of trustees. The retirement benefit cost charged to
the consolidated income statement represents contributions payable to those

schemes by the Group for the year.

The total cost charged to consolidated income statement of HK$16,000 (2006:
HK$52,000) after forfeited contribution for HK$12,000 (2006: HK$9,000)

represents contributions payable to these schemes by the Group for the year.

39. RELATED PARTY TRANSACTIONS AND
BALANCES

(a) Transactions
For the year ended 31 December 2007:

(i)  The Group paid rent of HK$60,000 (2006: HK$42,000) to a
fellow subsidiary of the Group, for the lease of office premises to
the Group. The amount paid was based on terms agreed by both

parties.

(i)  The Group acquired two subsidiaries and loans due from its
indirect wholly owned subsidiaries of the Group’s controlling
shareholder at a total consideration of HK$29,280,000. The
consideration for the acquisition was fully settled in cash on 31
July 2007.
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37. BAAEIE

BEEREFIMAH
2007 2006
HK$’000 HK$'000
TR FTAT
44,856 -

38. BRIREAIETE

AEBRMAEAREREERIIEBMINGE - &
SR BERSTAEN ZESTE » WHY
RAEEZEE - RNENERBHFA KSR
B - ARAREAERAEEFAMZ S EIEN

ZHK -

SRULHEFR 16,000 7T (ZFZE /N4 : 52,000 % 7T)
BNEE ARG ZE R AR 12,0008 7T
(ZFFRNF ¢ 9,00087) HAKENEF AR ZK
FEtEMER 21 -

39. BB AN TR 5 N iEsR

(a X5
HE_ZZ+F+_A=+—HIFE:

() AEERAEEZRAZRNBARRE

ERNETAEE RS 60000
(ZZZTNF 42,0007 ) °
Eﬁzfxg THRE F1HE 2 & KK
FTE o

FI [

(i) A& B AR {E29,280,000% T
?%TW%MTE"T&F?EFEJ%%%W
REIZIEHRRERER - R=F
%titﬂ:+fauﬁzﬁﬁ1ﬂ;§;%%@x
WEEETE -
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Notes to the Consolidated Financial Statements 43R4 B 75 &R M5t
For the year ended 31 December 2007 g@: EELFF A=+ —HIFFE
(a) Transactions (cont'd) (a) X5 (#&)
(i)  Compensation of key management personnel (i) EEZEEABZFH
Compensation for key management personnel, including amount FEEBABZHFMY  BEENAER
paid to the Company's directors and the senior executives is as AIEEREAITHRAR 2 KIEZ510
follows:- T
2007 2006
HK$'000 HK$'000
FERT FHET
Salaries and other short-term benefits e kEME A 351 463
Pension scheme contributions RIRETEIfER 2 22
353 485
Further details of directors’ emoluments are included in Note 11 BEEME 2 B EFIBE NGRS SR
to the consolidated financial statements. RMIEE1T ©
(b) Balance (b) #8f
Details of balances with related parties at the balance sheet date are set REE R 2 BEA TR 5 &R BRI

out in Note 29. FE29 °



Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

40. BALANCE SHEET OF THE COMPANY

The Company’s balance sheet at the balance sheet dates are as follows:

Non-current Assets
Interests in subsidiaries
Club debenture

Current Assets
Prepayment and other receivables

Bank balances and cash

Current Liabilities
Accruals and other payables

Amount due to a fellow subsidiary

Net current assets

Total assets less current liabilities

Non-current Liability
Amounts due to subsidiaries
Deferred tax liabilities
Convertible bonds

Total assets and liabilities

Capital and Reserves
Share capital

Share premium and reserves

FRBEE

B A Al

BHES
mBERE
FESHRIA B B A R WU IR
RITREFRRE
A=Y

A AR AN SRR e L At FE SR IR
FEA R 2 — I 8 A~ Rl F0R

MENE B

HEERREEE

FRBEE

FEAH B X B 3RIR
BEERIAAE
AR A

BERBEERE

AR K fré
[N
Bein s 8 K

=AN
ekl

Note

]
=
P

(@
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T—HILFE

AzEEABEROT
2007 2006
HK$'000 HK$'000
FHET FHET
155,366 59,057
= 100
155,366 59,157
868 309
329,576 86,995
330,444 87,304
526 467
2,118 122
2,644 589
327,800 86,715
483,166 145,872
- 36,150
6,050 -
143,678 -
149,728 36,150
333,438 109,722
20,282 7,940
313,156 101,782
333,438 109,722
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Notes to the Consolidated Financial Statements R A BRI

For the year ended 31 December 2007

Note:

(a) Share premium and reserves

The Company AN/N

At 1 January 2006 RZTZEXF—HA—H

Dividend 8=

Profit for the year REE 5 F

At 31 December 2006 and RZZTRFE+A=+—HRK
1 January 2007 —EZ+F—-A—H

Shares issued BEITARIT

Issue of convertible bonds BATR R E S

Deferred tax RIETIE

Dividend 8=

Profit for the year REE & F

At 31 December 2007 RZZET+F+=A=+—H

%éf: FELFF A= —HUFE

(a REOBEREE

Convertible
bonds equity
Share reserve Retained
premium AR ES profits Total
ROEE BREAERRE REB T b
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET
24,764 - 82,899 107,663
= = (7,941) (7,941)
- - 2,060 2,060
24,764 - 77,018 101,782
185,404 - - 185,404
- 36,297 - 36,297
- (6,430) - (6,430)
- - (7,941) (7,941)
= = 4,044 4,044
210,168 29,867 73,121 313,156
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Notes to the Consolidated Financial Statements R E B R R MR
For the year ended 31 December 2007 BE—FTT+F+_A=+—HIFFE

Details of the Company's principal subsidiaries at 31 December 2007 are as RATFEMBRAAN-_ZETLF+_A=+—
follows: BH2&BOT

Attributable proportion of

Fully paid nominal value of
share capital/ issued share capital
Name of Place of registered capital held by the Company
subsidiary incorporated ERMRRAE ARARFRFERIT Principal activity
o) NCIR= FEH AR 37 1 B AR PR 2 TE {41 b == EREK
Directly  Indirectly
Hi iEE
Boria Enterprises Limited Hong Kong HK$20 - 100% Property investment
BKEEARAT] B8 2087T MERE
Gold Concept Limited Hong Kong HK$2 - 100% Property investment
EEABR AT BB 28T MERE
Great King Limited Hong Kong HK$2 - 100% Property investment
REARAT BB 2% MERE
Legend Power Ltd. (note) British Virgin Islands US$2,000 - 100% Investment holding
(P &E) RBERARES 2,0003%7T REZR
Superkey Development Hong Kong HK$2 - 100% Property investment
Limited BB 27T MERE

BHERARAT]
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2007

Name of
subsidiary
MEBARERE

Minkind Development
Limited
BEERREFRAT

Grow Wealth Company
Limited

ARG FEEER
BARAA

Note: Pursuant to the debt restructuring in July 2003, Koga Limited (a creditor of the
Group previously) was granted a call option to acquire 50% interest in Legend
Power Ltd., within the next 5 years from the date of the completion (January,
2004) of the transfer of the equity interest in Legend Power Ltd. from Koga
Limited to the Group under the debt restructuring, at a consideration of the higher
of HK$150,000 and 50% of the consolidated net tangible assets of Legend Power
Ltd. when the call option is exercised. Such option has not been exercised during

the year.

Fully paid
share capital/

Place of registered capital
incorporated EBERE
FE AR 3L 4t B AR
Hong Kong HK$2
B 2T
Liberia US$1
M2 =
The PRC RMB90,746,633
o AR 90,746,633 7T

RE ISR

%l?_tz: FELFF A= —HIFE

Attributable proportion of
nominal value of

issued share capital

held by the Company

ARBFEFERIT
IRASE{E RS b &
Directly Indirectly
HiE s

= 100%

= 100%

= 100%

Principal activity

ERER

Property investment

MERE

Property investment

MERE

Development,
manufacturing and
sales of

methanol products
PR Em 2 e
HENHE

Mt REBER-_TE=F+ AETZEHKEM ' Koga
Limited (4<% @ 2 AT EHEA ) IR R HIRE + 1
Koga Limited 1R &S EAH Tk Al AN 5= B S Ak 88
% Legend Power Ltd. i%# (ZZZTWF— A) &5t
TER - ATRTTE R 8BRS LA 150,000 /8 T3
Legend Power Ltd. Z 474
RaaR%E) 2RE -

B EEFE50% (LA
% A Legend Power Ltd. 2

500% #E s o %M BN AFEALARITE



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

The above table lists the subsidiaries of the Company which, in the opinion
of the directors, principally affects 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 any debt securities outstanding at the end of the

year or at any time during the year.

Details of the Group's jointly controlled entities which are held indirectly by the

Company at 31 December 2007 are as follows:

Form of
Name of jointly business Place of
controlled entity and structure incorporation
HEEHIBEERE XBERER R AR 37 3t B
Golden Royce Incorporated Hong Kong
Investment Limited EEa DAV BB
DHRITRERRAF
Top Grade Assets Incorporated British Virgin Islands
Limited Al Ava HREAERREHS
Upgrade Properties Incorporated British Virgin Islands
Limited EallifpAva HEAR RS
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wRA MR MR
BE-STrE+-A=+—AUFE

ERIAEERAETEXERERREREE
ZANFIMBRA - EFRR - FIEGHER
AZERKELRELE -

B AL Y B A B S AR By AN JE AR B
FREMAREEERES

ARRRMENE 2 AREAREHRER —FT
tE T A=+ RZEENT

Proportion of nominal

value of issued
share capital held
B 81T Principal activities
RAEELL = FEXK

40% Property investments
MERE

50% Property investments
MERE

50% Property investments

MERE



Notes to the Consolidated Financial Statements
For the year ended 31 December 2007

43. POST BALANCE SHEET EVENT

On 1 February 2008, the Group had entered into (i) a conditional agreement
for the disposal of its entire interest in certain of its indirectly wholly owned
subsidiaries, which constitutes a major and connected transaction of the
Company; and (ii) a conditional agreement for the termination of a possible
joint venture cooperation which is related to the formation of PRC joint venture
companies as disclosed in the announcement of the Company on 21 January
2008. Besides, the Group had been informed that an agreement for sales and
purchase of the shares and convertible securities of the Company was signed
and as result, the purchaser of such securities is required to make mandatory
unconditional cash offers (other than those already owned by or agreed to be
acquired by it or parties acting in concert with it) under the Hong Kong Code
on Takeovers and Mergers. Since more time is required for the negotiation
between the Company and the counterparty in relation to certain amendments
to the terms of the signed agreements for the purpose of compliance with the
Listing Rules and for the finalisation of the content of the further announcement
related to change of business plan. At the date of this annual report, the
matters are still in progress. Details are set out on the announcement dated 1
February 2008 and 7 March 2008.

44, COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the current

year's presentation.

45. AUTHORISATION FOR ISSUE OF FINANCIAL
STATEMENTS

The financial statements were approved and authorised for issue by the Board
of Directors on 7 March 2008.
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REZENF R —H » AEEF () HEARE
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Five year Financial Summary TFMBEHE

Summary of the results, assets and liabilities of the Group for the past five REBERBARFE XK EERBEHNZN

years is as follows: T
For the nine
months
ended
BZ+=A
For the year ended 31 December =+—Hi
BEt-A=1+-BLEE nEA
2007 2006 2005 2004 31.12.2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER AT THET AT THET
(restated) (Note) (Note)
(&31) CiE3) (FHzE)
Results £ |
Revenue ON 2,812 3512 4,698 9,362 3,287
Profit before tax ERBAT A 13,859 5511 9216 10204 439910
Income tax credit/(expenses) FEHiEe,/ (%) 1,334 (692) (2,124) 306 (43)
Profit for the year A 15,193 4819 7,092 10510 439,867
At 31 December
R+=A=t-8
2007 2006 2005 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET AT THET THT THT
(restated) (Note) (Note)
(EZ31) (FI3E) CiE3)
Assets and liabilities BEHERE
Total assets BEE 532,342 133,813 136,107 126,205 126,148
Total liabilities BafR (166,683) (5,137) (4,309) (27,291) (39,111)
Total assets and liabilities EERBEEE 365,659 128,676 131,798 98914 87,037
Note: These figures have not been restated for the effect of HK(SIC) Interpretation 21 Wit - ZEBFUARBREB AR E H M 2 HK(SIC)
Income Taxes — Recovery of Revalued Non-Depreciable Assets issued by the HRE 215 PS8 — MR R EE 2 T AHTEE

HKICPA. El 2 EmE -



Summary of Investment Properties
For the year ended 31 December 2007

Particulars of the Group's properties, all of which are wholly-owned, at 31

December 2007 are as follows:

Properties held for investment

Property Term of lease
LIES HAFH

25 Car Parking Spaces on Long leases
various floors and 5 Adjoining FEAEAY

Spaces at the 2nd and 4th floors
of the Bank of East Asia

Harbour View Centre,

No. 56 Gloucester Road,

Wan Chai, Hong Kong

BB ETITES6
RIIRTTEER

21 B 418 25 {EEEfL

K25 (@t 46 2= e

6 Car Parking Spaces and Long Leases
Carport Basement of REIEA

No. 9 Queen's Road Central,
Central, Hong Kong
BBEFIREFREF IR

6 BN I EEE
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SEVERE
BE—EEL - =1 —HIFEF

AREREREZ REVER-FTLET A
=+ RZEEMT :

REREWZ
Purpose Floor area
Rz BREER
(Square metre)
(F7K)
Parking 360
ESivi
Parking 66
B
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