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Notes to the Financial Statements
For the year ended 31st December, 2004

1. GENERAL

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”). lts ultimate holding company is
Chinese Estates Holdings Limited (“Chinese Estates”), a company incorporated

in Bermuda with its shares listed on the Stock Exchange.

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

principal subsidiaries are set out in note 42.

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS

The financial statements for the current year cover the year ended 31st
December, 2004. The corresponding amounts shown for the income
statement, statement of changes in equity, cash flows statement and related
notes cover the period of nine months from 1st April, 2003 to 31st December,
2003 and therefore may not be comparable with the amounts shown for the
current year. The period covered by the 2003 financial statements is less than
twelve months because the directors determined to bring the balance sheet
date into line with that of the ultimate holding company. No further changes to

reporting dates are anticipated.

3. POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants issued a
number of new or revised Hong Kong Accounting Standards and Hong Kong
Financial Reporting Standards ("HKFRS(s)") (herein collectively referred to as
“new HKFRS(s)") which are effective for accounting periods beginning on or
after 1st January, 2005. The Group has not early adopted these new HKFRSs

in the financial statements for the year ended 3 1st December, 2004.

The Group has commenced considering the potential impact of these new
HKFRSs but is not yet in a position to determine whether these new HKFRSs
would have a significant impact on how its results of operations and financial
position are prepared and presented. These new HKFRSs may result in
changes in the future as to how the results and financial position are prepared

and presented.
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Notes to the Financial Statements
For the year ended 31st December, 2004

BARS R & R

BE_FTEFEF—_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost
convention as modified for the revaluation of certain properties and

investments in securities.

The financial statements have been prepared in accordance with accounting
principles generally accepted in Hong Kong. The principal accounting policies

adopted are as follows:

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

the Company and its subsidiaries made up to 31st December each year.

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

acquisition or up to the effective date of disposal, as appropriate.

All significant inter-company transactions and balances within the Group are

eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of
acquisition over the Group's interest in the fair value of the identifiable assets
and liabilities of a subsidiary, associate or jointly controlled entity at the date of

acquisition.

Goodwill arising on acquisitions prior to 1st April, 2001 which had been
eliminated against reserves continues to be held in reserves, and will be
charged to the income statement at the time of disposal of the relevant
subsidiary, associate or jointly controlled entity or at such time as the goodwill

is determined to be impaired.

Goodwill arising on acquisitions prior to 1st April, 2001 which was capitalised
and goodwill arising on acquisitions after 1st April, 2001 is capitalised and
amortised on a straight-line basis over its useful economic life, less any
impairment loss. Goodwill arising on the acquisition of an associate or a jointly
controlled entity is included within the carrying amount of the associate or
jointly controlled entity. Goodwill arising on the acquisition of subsidiaries is

presented separately in the balance sheet.
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Notes to the Financial Statements
For the year ended 31st December, 2004

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Goodwill (cont'd)
On disposal of a subsidiary, associate or jointly controlled entity, the attributable
amount of unamortised goodwill or goodwill previously eliminated against

reserves is included in the determination of the profit or loss on disposal.

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

cost less any identified impairment loss.

Interests in associates

The consolidated income statement includes the Group's share of the post-
acquisition results of its associates for the year. In the consolidated balance
sheet, interests in associates are stated at the Group's share of the net assets
of the associates plus goodwill on acquisition in so far as it has not already

been amortised, less any identified impairment loss.

Joint ventures
A joint venture is a contractual arrangement whereby the Group and other
parties undertake an economic activity which is subject to joint control and

over which none of the participating parties has unilateral control.

Jointly controlled entities
Joint venture arrangements which involve the establishment of a separate
entity in which each venturer has an interest are referred to as jointly controlled

entities.

The Group's interests in jointly controlled entities are included in the
consolidated balance sheet at the Group's share of the net assets of the jointly
controlled entities, less any identified impairment loss. The Group's share of
post-acquisition results of its jointly controlled entities is included in the

consolidated income statement.
Investments in securities
Investments in securities are recognised on a trade date basis and are initially

measured at cost.

Investments other than held-to-maturity debt securities are classified as

investment securities or other investments.
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Notes to the Financial Statements
For the year ended 31st December, 2004

BARS R & R

BE_FTEFEF—_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investments in securities (cont'd)
Investment securities, which are securities held for an identified long-term
strategic purpose, are measured at subsequent reporting dates at cost, as

reduced by any impairment loss that is other than temporary.

Other investments are measured at fair value, with unrealised gains and losses

included in net profit or loss for the year/period.

Club debentures
Club debentures are stated at cost, as reduced by any impairment loss that is

other than temporary.

Revenue recognition

Sales of goods are recognised when goods are delivered and title has passed.

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.

Sales of investments in securities are recognised when the related bought and

sold notes are executed.

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

outstanding and at the interest rate applicable.

Investment properties
Investment properties are completed properties which are held for their

investment potential, any rental income being negotiated at arm'’s length.

Investment properties are stated at their open market value based on an
annual professional valuation at the balance sheet date. Any surplus or deficit
arising on the revaluation of investment properties is credited or charged to the
investment property revaluation reserve unless the balance on this reserve is
insufficient to cover a deficit on a portfolio basis, in which case the excess of
the deficit over the balance on the investment property revaluation reserve is
charged to the income statement. Where a deficit has previously been charged
to the income statement and a revaluation surplus subsequently arises, this
surplus is credited to the income statement to the extent of the deficit

previously charged.
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Notes to the Financial Statements
For the year ended 31st December, 2004

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investment properties (cont'd)
On disposal of investment property, any balance in the investment property
revaluation reserve attributable to the disposed property is included in the

determination of the profit or loss on disposal.

No depreciation is provided on investment properties except where the

unexpired term of relevant lease is twenty years or less.

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, over twenty years.

Property, plant and equipment
Property, plant and equipment are stated at cost less depreciation and

accumulated impairment losses.

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

the following rates per annum:

Energy saving machines 10%
Plant and machinery 15%
Furniture, fixtures and equipment 10% — 20%
Assets held under finance leases are depreciated over their estimated useful
lives on the same basis as owned assets or, where shorter, the period of the

relevant lease.

The gain or loss arising from the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the carrying

amount of the asset and is recognised in the income statement.

Leases
Lessor
Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned to

the lessees.

Amounts due from lessees under finance leases are recorded as receivables at

the amount of the Group's net investment in the leases.
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Notes to the Financial Statements
For the year ended 31st December, 2004

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Leases (cont'd)

Lessor (cont'd)

Finance lease income is allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group's net investment outstanding in

respect of the leases.

All other leases are classified as operating leases and the rental income is

recognised on a straight-line basis over the relevant lease term.

Lessee

Leases are classified as finance leases when the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned to
the Group. Assets held under finance leases are capitalised at their fair values
at the date of acquisition. The corresponding liability to the lessor, net of
interest charges, is included in the balance sheet as a finance obligation.
Finance costs, which represent the difference between the total leasing
commitments and the fair value of the assets acquired, are charged to the
income statement over the period of the relevant lease so as to produce a
constant periodic rate of charge on the remaining balance of the obligations for

each accounting period.

All other leases are classified as operating leases and the annual rentals are
charged to the income statement on a straight-line basis over the relevant

lease term.

Impairment

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

recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the
asset is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised as income

immediately.
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Notes to the Financial Statements
For the year ended 31st December, 2004

4. 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/period. Taxable
profit differs from net profit as reported in the income statement because it
excludes items of income and expense that are taxable or deductible in other
years, and it further excludes income statement items that are never taxable or
deductible.

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the tax profit

nor the accounting profit.

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

future.

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

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

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset realised. Deferred tax is charged
or credited in 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.
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Notes to the Financial Statements
For the year ended 31st December, 2004

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Foreign currencies

Transactions in currencies other than Hong Kong dollars are translated at the
rates ruling on the dates of the transactions or at the contracted settlement
rate. Monetary assets and liabilities denominated in currencies other than Hong
Kong dollars are re-translated at the rates ruling on the balance sheet date.

Profits and losses arising on exchange are dealt with in the income statement.

On consolidation, the assets and liabilities of operations which are denominated
in currencies other than Hong Kong dollars are translated at the rates ruling on
the balance sheet date. Income and expense items are translated at the
average exchange rate for the period. Exchange differences arising, if any, are
classified as equity and transferred to the Group's exchange reserve. Such
translation differences are recognised as income or as expenses in the period

in which the operation is disposed of.

Retirement benefit scheme contributions
The pension cost charged in the income statement represents the contributions
payable in respect of the current year/period to the defined contribution

schemes.
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
5. TURNOVER 5. E%8
Turnover represents the net amounts received and receivable from third parties EEBHEUREBWE=E ZRIEFHE 28t
and is summarised as follows: mT
1.1.2004 1.4.2003
to £ to &
31.12.2004 31.12.2003
HK$'000 HK$'000
TERT T
Sales of investments in securities HEERESRE 4,800 -
Rental income HeWA 4,140 2,386
Income from finance 3PN 422 609
Sales of energy saving machine HERRE &8 - 292
9,362 3287
6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. XFERMEDEEH
Business segments ES Sk
For management purposes, the Group is currently organised into five operating RAEEEBEEFEE  AEERKEEXHIAIHBUT
divisions — energy saving machine; other investments; properties; investment REMPI—REIRET RS HtiRE ¥ RE
and finance; and leasing. These divisions are the basis on which the Group BEH ) RIEE - AEE IR LM RBREE
reports its primary segment information. B2 EEHR -
Principal activities are as follows: FEEBAOT :
Energy saving machine — manufacturing and trading of energy saving REREAR - HNEREERRHER
machines
Other investments — trading of investments in securities HitiRE - BEERFRE
Properties — trading of properties held for resale LIES - EBEEREEYE
Investment and finance —  investing and financing activities REMPH - RERVBHER
Leasing —  property rental and leasing of equipment HE - YXHEEREER®E
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Notes to the Financial Statements
For the year ended 31st December, 2004

6. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

Segment information about these businesses is presented below:

For the year ended 31st December, 2004

Income Statement:

Turnover

External sales
Segment result

Interest income
Unallocated corporate

expenses

Profit from operations
Finance costs
Share of result of a

jointly controlled entity
Gain on disposal of

subsidiaries

Profit before taxation

Taxation

Profit for the year

BARS R & R

HE_FETFES —H="1+—HILFE

6. ¥ RIEDLE

PSS

(%)

EMEB D BEBERMT ¢

BE-_Z2NE+-A=+-HLHFEE

Energy Investment
saving Other and
machine investments  Properties finance Leasing Consolidated
BREHEE HtRE ME REEPK HE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERx TEx TER FERr FTER FTER
W
EEHE
HIMEE - 4,800 - 422 4,140 9,362
DEHEE 551 (28) 686 7,643 2,544 11,396
FEWA 15
RABAD A

B (2,696)
F—Ping | 8,715
B 7 B AR (1,180)
FE 1L HE

BHEREE - - (767) - - (767)
B Y S 2 =)

W & 3,436 - - - - 3,436
BB A g A 10,204
B 44
REERF 10,248
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. XBRMLESEEH
(cont'd) (#4&)
At 31st December, 2004 R-ZEENF+=-A=+—H
Energy Investment
saving Other and
machine  investments Properties finance Leasing  Consolidated
BERET A 2% Hitt R & ME REEAPK HE me
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TERT TERT TET TET THERT
Balance Sheet: BEERFX
ASSETS &E
Segment assets THEE - - - - 108,246 108,246
Unallocated RO E
corporate assets NAEE 16,866
Consolidated total BABEE
assets 125,112
LIABILITIES &8
Segment liabilities THEE - - - 44 3,147 3,191
Unallocated corporate ROE
liabilities ATE=Ei 24,636
Consolidated total RERBEE
liabilities 27,827
Other Information: Hi&H :
Depreciation wE - - - - 2 2
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Notes to the Financial Statements B R R AT

For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE
6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. XBRIESEER
(cont'd) (#4&)
For the nine months ended 31st December, 2003 BE-_ZZ=F+t-A=+—HBLhEA
Energy Investment
saving Other and
machine investments Properties finance Leasing  Consolidated
BERET A 28 Hihin & ME REEGE HE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER TAT THAT THER THER TAT
Income Statement: W& -
Turnover EER
External sales HINHE 292 - - 609 2,386 3,287
Segment result DEHEE (633) (5,109) - (349) (29,896) (35,987)
Interest income FE WA 17
Unallocated corporate ROEA T
expenses X (1,350)
Loss from operations KREFE (37,320)
Finance costs B 3% AR (19,398)
Gain on disposal MR E AR
of subsidiaries & - - - 1,530 61 1,591
Restructuring cost ER N5 (3,163)
Gain on debt BEXEEAZ
restructuring W &= 498,200
Profit before taxation KR %% A va A 439,910
Taxation | (43)
Profit for the period R F 439,867
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. XX kitEDEER
(cont'd) (#4&)
At 31st December, 2003 R-ZEZE=F+=-A=+—8H
Energy Investment
saving Other and
machine investments Properties finance Leasing  Consolidated
HERET A 88 HigE ME REHEGE HE e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET FTET FET TERT
Balance Sheet: HEEBMEX
ASSETS BiE
Segment assets PEEE = 4,800 = = 107,888 112,688
Interests in jointly H[E =
controlled entities EREER = — 767 — = 767
Unallocated Ko E
corporate assets NAEE 12,693
Consolidated total RAEMERE
assets 126,148
LIABILITIES =R
Segment liabilities PEEE 4344 = = 13 4,099 8,456
Unallocated R E
corporate liabilities NGRS 30,655
Consolidated o RN
total liabilities 39,111
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Notes to the Financial Statements B R R AT

For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE
6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. XBRMLESEEH
(cont'd) (&)
Energy Investment
saving Other and
machine investments Properties finance Leasing  Consolidated
RETREF & 2% HEiRE ME REEFH HE mE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TER FTER FTER TET TER
Other Information: HEt&E#
Depreciation wE 110 - - - - 110
Allowance for bad and RIZIRER
doubtful debts 222 - 89 479 - 790
Deficit arising on EfRE
revaluation of LIES SR
investment
properties - - - - 28,300 28,300
Impairment loss ERAZ
recognised in L/E
respect of BE R
property, plant RIGHE
and equipment 828 — = = = 828
Unrealised holding HtnzE
loss on other ZARER
investment BRER - 5,100 - - - 5,100
Geographical segments @ 75
The Group's operations are principally located in Hong Kong. All identifiable AEBZEBTEURER - AEEZARHANE
assets of the Group are located in Hong Kong. Accordingly, no geographical EYURES - At YEEHHESHE -

segments is presented.
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Notes to the Financial Statements

For the year ended 31st December, 2004

BARSR R

B2 —FTNFF —HA=1+—HILFEZE

7. OTHER OPERATING INCOME

Other operating income included the following:

Write back of allowance for bad and doubtful debts
Surplus arising on revaluation of investment
properties
Write back of allowance for amount due from
a jointly controlled entity
Write back of allowance for amount due
from an investee

Interest income, other than from loans receivable

8. OTHER OPERATING EXPENSES

Deficit arising on revaluation of investment
properties

Unrealised holding loss on other investments

Impairment loss recognised in respect of property,
plant and equipment

Allowance for bad and doubtful debts
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7. HEEEWA

1.1.2004 1.4.2003
to £ to £
31.12.2004 31.12.2003
HK$'000 HK$'000
FET FiEx
HtEEWABREUTEE :
BERRRERS 7,782 =
ERREWERS 730 =
£ [0 B U — 8 £ (5 42 I & B
RIEEE 686 =
BOEKR—BFRREDT
RIEEE 122 =
FIEWA (FEHRBEEVRER) 15 17
8. HMEKZLEHX
1.1.2004 1.4.2003
to £ to £
31.12.2004 31.12.2003
HK$'000 HK$'000
FExT FiEx
ERRENES M - 28,300
HtREZRBEITEERE - 5,100
EHRRAZNE - BERRZE
il - 828
RIEZREE - 790
- 35,018




Notes to the Financial Statements B R R AT

For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE
9. PROFIT (LOSS) FROM OPERATIONS 9. K& HF (FHE)
1.1.2004 1.4.2003
to & to &
31.12.2004 31.12.2003
HK$'000 HK$'000
TEx T
Profit (loss) from operations have been LR (EB)
arrived at after charging: 2R :
Staff costs: EIMAE:
Directors’ remuneration (Note 11) EEMS (1) 113 55
Salaries and other benefits HehkEMBEF 1,020 971
Retirement benefit scheme contributions, RIRERIGT B
excluding directors TEEES 46 24
1,179 1,050
Depreciation of property, plant and equipment M- - BERZBZITE 2 110
Auditors’ remuneration B & 340 476
and after crediting: WEFTA:
Property rental income, net of outgoings MERS WA - BREAX
of HK$1,610,000 1,610,000 T (Z B2 =F
(1.4.2003 to 31.12.2003: HK$1,308,000) A—REZZZE=
+=A=+—-8:
1,308,0007% 7t) 2,530 926
Gain on disposal of property, plant HEWE BRERRKME
and equipment Al - 23

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
10. FINANCE COSTS 10. BF %5 A 7K
1.1.2004 1.4.2003
to to &
31.12.2004 31.12.2003
HK$'000 HK$'000
TET T
Amortisation of issue costs and discount of B mRES 2
convertible bonds BITHARITE = 4,733
Unamortised issue costs and discount written AR ESER R
off on settlement or conversion of 2R B B SE 2 R 8E
convertible bonds BITHRARITE = 11,648
Interest on: FE
— bank and other borrowings wholly repayable -~ AREFAZHEER
within five years ZHRIOTREMEE - 2,006
— bank and other borrowings not wholly - BERAFREZHEE
repayable within five years ZHROTREMEE 1,180 878
Finance lease charges B AR A0 BA X - 133
1,180 19,398
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Notes to the Financial Statements B R R AT

For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE
11. DIRECTORS’ EMOLUMENTS AND EMPLOYEES' 1N.EEREEME
EMOLUMENTS
1.1.2004 1.4.2003
to 2 to &
31.12.2004 31.12.2003
HK$'000 HK$'000
F#& T F#& T
(a) Directors’ emoluments () EEM 2
Directors’ fees: EEWRE
Executives 1T - -
Independent non-executives BT 113 44
113 44
Other emoluments: Hip < :
Executive directors: HITES
Salaries and other benefits FeRkEMBER - 11
Retirement benefit scheme contribution ERBARGT B AR - =
Independent non-executive directors BYFHTES - -
- 11
Total directors’ emoluments EEMeBEE 113 55
The emoluments of each director were within the emolument band of less BNESZME45151,0000008 T AT 28E
than HK$1,000,000. &7 o
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Notes to the Financial Statements
For the year ended 31st December, 2004

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

(b) Employees’ emoluments
Of the five individuals with the highest emoluments in the Group, two
(1.4.2003 to 31.12.2003: one) were independent non-executive
directors of the Company whose emoluments are included in (a) above.
The emoluments of the remaining three (1.4.2003 to 31.12.2003: four)

individuals were as follows:

Salaries and other benefits %ﬁ FEMER

Retirement benefit scheme contributions EBIRE R FT BB

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

During the year ended 31st December, 2004 and nine months ended 31st
December, 2003, 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. During the nine months ended 3 1st December, 2003, one director
waived emolument of HK$2,492,000. No directors waived any emoluments in
the year ended 31st December, 2004.
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B2 —FTNFF —HA=1+—HILFEZE

1N.EEREEME ()

by EEBMS
AEBAIVBSTMESHFRUASERA
AZBYNHTES (TS =FNA—H
E-ZZ=F+-A=+—-80:—1) H
BEEREIREXQ) - BT=(Z2F
=FNBE—BRE=_EE=F+=-HA=+—
B:Ou) ATt zBEeEREINOT :

1.1.2004 1.4.2003

to 2 to &
31.12.2004 31.12.2003
HK$'000 HK$'000
FET F#& T
1,020 917

46 22

1,066 939

F{ AL 2B £ 51,000,000 7T LT 2 B

TR
REE-ZZENF+-A=t-HLEFEARE
E-EE=FF+A=F+-ALAEAR - FF

BEHREXNEAHETFZAUESHHES (B
BES)FAEMASIMARNEE R ZHH - &
E-RE=FF-_A=t+-HUEAEAR  B—
UEEHRE2492,0008 T2ME - BE_ZZWN
F+ZA=+t-BLFER  YEEBREEM
[




Notes to the Financial Statements
For the year ended 31st December, 2004

12. GAIN ON DEBT RESTRUCTURING

During the nine months ended 3 1st December, 2003, pursuant to the financial
restructuring of the Company (the “Restructuring”), the Company was deemed
to have issued a total of 470,628,426 new shares together with a cash
payment of approximately HK$4.7 million, to repay as full and final settlement
of the debts owed to the convertible bondholders and certain creditors of the

Company (note 31(a)).

During the nine months ended 31st December, 2003, Koga Limited (“Koga"),
a former minority shareholder of a subsidiary of the Company, had served a
notice to the Group and the Company to exercise the put option to sell back its
50% equity interest in Legend Power Ltd.. Pursuant to the shares put option
agreement entered in December 2000 and a supplemental agreement
entered in June 2002, the Group has to settle the outstanding loans to and
advances from Koga with the interest in arrear when Koga exercises the put
option. The aggregate amount claimed by Koga under the put option was
approximately HK$38.0 million after netting off the advance of HK$16.0 million
to Koga.

The Group then entered into a settlement deed with Koga on 15th July, 2003
(the “Settlement Deed"), whereas the claim from Koga of approximately
HK$38.0 million was settled by a cash payment of approximately HK$0.38

million and the issuance of 37,987,988 new shares in the Company (note

31(b)).

Any difference between the amounts of settlement and the book values of the
debts settled under the Restructuring and the Settlement Deed had been

credited to the income statement.

BARS R & R

BE_FTEFEF—_A=+—HIFE

12. EXEAHzZWHE

RBE-ZZE=F+=-A=+—HLEAER R
BAATZHMBEA(EA] - ADAREREE
175 $£470,628 426 FT R - BRIB S HFRD
4,700,000 7T » EHE R AIERESIFEARSK
NALETERABEZZERERER (M
31@)) °

RBE-ZZE=F+-A=+—HLEAEA =&
=) M B A =] 2 B 2 BB 5 Koga Limited ([Kogal)
EMAEERADBEEBN  TEIEEUAEE
=] ELegend Power Ltd.Z 50%8% #& - RIER ==
EETZAFTIZROBEHZERR =-ZZ=
i/\HT_/_Zﬁ?ETﬁmi IR E B XA [ Kogafd 2
i R B 7k R B3R [E] KogadT 166 33 i 488 B 2 FE < R
8. o &HIBREIKogaB T 2 16,000,00078 T4 + Koga
HRY5 38 0h B B 3R 2 48 BH 40 % 38,000,000 7T °

AEBHENR-_ZTZT=5+t A+ 5 HHEKogar] L
—IEEERE ([EERE]) » BiltKogaz BEHN
38,000,000 7T 2 &8 X 431 £ #380,000/ T &
#1737,987,988 A A R FRADEIE (HIFE31(b)) ©

EEARREEAREEREEE ZER 2RE
BEmME =58 Bt ARERA -

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements
For the year ended 31st December, 2004

13. TAXATION

The (credit) charge comprises:

Taxation of the Company and its subsidiaries
— Overprovision of Hong Kong Profits Tax
in previous years

— Taxation outside Hong Kong

Deferred taxation (note 34)

BARSR R

B2 —FTNFF —HA=1+—HILFEZE

13. 418

1.1.2004 1.4.2003
to & to &
31.12.2004 31.12.2003
HK$'000 HK$'000
FTHER FET
(E%R) ZHBE
KABRREWB AR ZHIE
- BEFEEBBREH
BERE - (106)
—BBUNMEFIE 3 1
3 (105)
IR FE B 1E (it 5E34) 47) 148
(44) 43

No provision for Hong Kong Profits Tax has been made as the group EEAREHMLEBREH  BARFE HH
companies which are subject to Hong Kong Profits Tax either incurred tax EEBRBEBREAANREEBLURHEFE 5
losses for the year/period or have tax losses brought forward to set off B2 ERBER  NEBERBEBFNESHERS -

assessable profit for the year/period.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the Hit B 2 B2 HEDNREHEREZEEER 2B

relevant jurisdiction.

G-PROP (HOLDINGS) LIMITED  Annual Report 2004

+¢

BHE o




Notes to the Financial Statements

For the year ended 31st December, 2004

13. TAXATION (cont'd)

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

BARS R & R

BE_FTEFEF—_A=+—HIFE

13. BiIE (48)

FE/HBZHE (ER) XHEFS KSR ZKR
BADRMERMT ¢

1.1.2004 1.4.2003
to 2 to &
31.12.2004 31.12.2003
HK$'000 HK$'000
Tz FTHExT
Profit before taxation B 4 A1 v A 10,204 439,910
Taxation at the income tax rate of 17.5% BB HBER1750TE 2 FH 18 1,786 76,984
Tax effect of income not taxable for tax purpose BAFRBRBAZB B E (2,601) (87.463)
Tax effect of expenses not deductible for tax purpose RBELATHNRXIHZBBEE 716 6,559
Tax effect of tax losses not recognised TFEAREEB 2B EEE 172 3,922
Utilisation of tax losses previously not recognised B AERIARER ZRIEEE (251) -
Tax effect of share of result of a jointly EAEHBZEHEREE
controlled entity ZhisEE 134 -
Increase in opening deferred taxation resulting HERENEBELER B
from an increase in tax rate A EERE N - 41
Taxation for the year/period FE HREBIE (44) 43

EIEB IR 2 S B E R34 o

BRAR

Details of deferred taxation are set out in note 34.

14. EARNINGS PER SHARE

’@Hﬁgz{xgﬂﬁﬂiiﬁiﬁﬁu102480005%7‘5(—i
=FMAB—-HE=ZTZE=F+=-A=+—H:
439,867,ooo;§m)&ZKEIEE%GEEHQ
691,257,800 (ZEZE=FMA—HE=-TE=
F+-A=+-—H ZERZ2MEFHRE

113,816,9248%) T & -

The calculation of the basic earnings per share is based on the profit for the
year of HK$10,248,000 (1.4.2003 to 31.12.2003: HK$439,867,000) and on
691,257,800 ordinary shares in issue during the year (1.4.2003 to 31.12.2003:
weighted average of 113,816,924 ordinary shares).

A EBREARERFN AFEEECBRTEBR
691257,800R (ZEZE=FWA—BE=ZE=
F+ZH=+—H EBRZMEFHIREY
113,816,9241) » D EEREEHBRIER T
17:2470,628,4268% R 10 R AR 1B B B BB E4
FE17237,987,988 IR 13 - AR BITZERG
ZERGUBEER-_ZTE=F+_A=+—HAE
B MZEROGERAERBE_EZ=F1
“HA=t—HLABARET (ME3

For the purpose of calculating basic earnings per share, ordinary shares in issue
of 691,257,800 shares for the year (1.4.2003 to 31.12.2003: weighted
average of 113,816,924 ordinary shares) includes the 470,628,426 shares
deemed to be issued under the Restructuring and 37,987,988 shares deemed
to be issued under the Settlement Deed as if they were issued during the nine
months ended 31st December, 2003, as the pre-requisites for issuance of
these shares had been satisfied as at 31st December, 2003 (note 31).
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Notes to the Financial Statements
For the year ended 31st December, 2004

14. EARNINGS PER SHARE (cont'd)

For the nine months ended 3 1st December, 2003, the calculation of basic loss
(excluding restructuring cost and gain on debt restructuring) per share was
based on the loss (excluding restructuring cost and gain on debt restructuring)
for that period of HK$55,170,000 and on the weighted average number of
113,816,924 ordinary shares in issue (including shares deemed to be issued)

during that period.

The weighted average number of ordinary shares for the purpose of calculating
basic earnings per share for the nine months ended 31st December, 2003 had
been adjusted for the effect of the share consolidation which was effective on
21st November, 2003.

For the year ended 31st December, 2004, no diluted earnings per share has

been presented as there are no dilutive potential shares in issue.

The calculation of the diluted earnings per share for the nine months ended

31st December, 2003 was based on the following data:

Profit for that period and earnings for the purposes of

basic earnings per share and diluted earnings per share

Weighted average number of ordinary shares for the
purpose of basic earnings per share
Effect of dilutive potential ordinary shares in respect of

wETE

convertible bonds

Weighted average number of ordinary shares for

the purpose of diluted earnings per share

For the nine months ended 31st December, 2003, the computation of diluted
earnings per share had not assumed the exercise of the share options as the
exercise prices of these share options were higher than the market price for
shares immediate before the suspension of trading of the shares on 19th
February, 2003. The trading of the shares was suspended throughout that
period.
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BARSR R

BE—TEWFf A=+~

HIEFE

BE-ZTZT=F+=-A=+—-HLNEAR 8K
EXREGE (TeREARAREESEA 2R T
RIEZERE 855,170,000 7T (T EIEE A KA
REXEA W) REPEERTEER ZM
EFHRE 113,816,924 (BIEWR(ER FRIT
Z R 1)

AHEREE_ZEE=FF+_-_A=t—-HILAEA

ZEREXRRR  ETERZMNETFHRBCH=
ZFE+-A=+-HZROGHZHEEL

EE;&Q

BE_ZENF+-A=1T—-HLFE HRL

BOUBRTAECHEZERG  RAEZIER
WERBA -

BECER=F1t-A=t—-HLAEARZER
HERANDRETIEHEAHE

HK$'000
TET

HAENRAUGTESRELRF
EER#BERN AT

439,867

RUSEERERBRN 2EBR
Z N1 R B
EETBRREZ2EEEER

113,816,924

45,283,555

AUGTESREBERAN 2EBR
ZIFEF I RE

159,100,479

HREREZTEESREERONR-ZZT=F
“ATHAREFEEARGZHE  HBE=Z
ZE=FTZA=+-HLENERZERBERT
ZA HEUBBRZEEREZITE - RONREE
HEEEEE -




Notes to the Financial Statements
For the year ended 31st December, 2004

15. INVESTMENT PROPERTIES

BARS R & R

HE_FETFES —H="1+—HILFE

15. REYFE

HK$'000
TR
THE GROUP RE
VALUATION fHE
At 1st January, 2004 R-ZEZENFE—F—H 107,350
Surplus on revaluation BHAER 730
At 31st December, 2004 R-ZEZENF+-A=1+—H 108,080

The Group's investment properties comprise land and buildings in Hong Kong

as follows:
Long leases REBHEY
Medium-term leases R HEAFR 49

At 31st December, 2004, the Group's investment properties were revalued by
Norton Appraisals Limited, an independent firm of professional property
valuers, on an open market value basis. The surplus arising on revaluation has

been credited to the consolidated income statement.

AEBTEERELIHREFIREMENT ¢

2004 2003
HK$'000 HK$'000
FTERT TR
480 250
107,600 107,100
108,080 107,350

FEBZRENMER-"ZZENF+-_A=+—H
MBI SR XA EME BRI EERA AR
NHATEEEETER ERBHEHARENR

mR e

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - BMERZE
Furniture,
Energy fixtures and
saving Plantand  equipment
machines machinery &M@ Total
BERETEE BERKE HRERRE M
HK$'000 HK$'000 HK$'000 HK$'000
FE T FE T FET FET
THE GROUP xE
COST 59N
At 1st January, 2004 R-_ZEZENMF—-—F—H 7185 1,744 888 9,817
Disposal of subsidiaries R F B 2 A (7,185) (1,744) (888) (9,817)
At 31st December, 2004 R-ZEENFEF+-H=+—H - - - -
DEPRECIATION AND MERITE
IMPAIRMENT
At Tst January, 2004 R-TETZNFE—HF—H 7144 1,744 888 9,776
Provided for the year FERE 2 - - 2
Disposal of subsidiaries R B A A (7,146) (1,744) (888) (9,778)
At 31st December, 2004 R-EENF+-_A=+—H - - - -
NET BOOK VALUES BREEE
At 31st December, 2004 R-EENE+_-_H=+—H - - - -
At 31st December, 2003 R-EE=F+=-H=+—H 41 - - 41
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Notes to the Financial Statements B R R AT

For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE
17. GOODWILL 17. 528
HK$'000
FTERT
THE GROUP REHE
CoST RS
At 1st January, 2004 R-ZEZENFE—F—H 122,883
Write off or eliminated upon disposal of subsidiaries AT BR B BB D = B 4 £ = B BR (22,402)
At 31st December, 2004 R-ZEZENF+-A=1+—H 100,481
AMORTISATION AND IMPAIRMENT BERTE
At 1st January, 2004 A—_ZEENFE—-—F—H 122,883
Write off or eliminated upon disposal of subsidiaries A B BR B B8 2 B RRF B 8 R (22,402)
At 31st December, 2004 R-_ZEZENFEF+_-_A=1+—H 100,481
NET BOOK VALUE REFE
At 31st December, 2003 and NR-ZEBEE=F+-_FA=1+—-HK
31st December, 2004 —EENF+=-A=+—H -
18. INTANGIBLE ASSET 18. ML &=
Patent
ERE
HK$'000
THT
THE GROUP NEH
COST AR
At 1st January, 2004 and R-ZBZENF-A—HR 30,600
31st December, 2004 —EENF+=-A=+—H
AMORTISATION AND IMPAIRMENT BERITE
At 1st January, 2004 and NRZEBEZENFE-F—ARK
31st December, 2004 —EENF+ZA=+—H 30,600
NET BOOK VALUE REFE
At 31st December, 2003 and MR-BEE=F+-_A=1+—-HK
31st December, 2004 —EENF+=-A=+—H =
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Notes to the Financial Statements
For the year ended 31st December, 2004

19. INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost

o TR

Less: Impairment

Amounts due from subsidiaries, less allowance

The amounts due from subsidiaries are unsecured and have no fixed terms of
repayment. At 31st December, 2004, other than a gross amount of
HK$44,804,000 (2003: HK$39,742,000) which carries interest at prevailing
market rates, the remaining balance is interest free. In the opinion of the
directors, the amounts will not be repayable within the next twelve months

from the balance sheet date and are therefore shown as non-current.

During the year, the directors of the Company reviewed the carrying amount of
the interests in subsidiaries in light of the current market condition with
reference to the financial results and business operated by certain subsidiaries.
A net written back of allowance of approximately HK$2 million (1.4.2003 to
31.12.2003: an allowance of HK$70 million) in respect of the amounts due

from subsidiaries was identified.

Details of the Company’s principal subsidiaries at 31st December, 2004 are set

out in note 42.
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19. f1 B A Bl #E &=

2004 2003
HK$'000 HK$'000
FET F& T
1 659,110

= (659,110)

'I —
74,345 86,940
74,346 86,940

EWHMELARMRIEBERBEIERREEEZERS - ®
“EEWNE+ZA=1T—H BR—ELEEH
44,804,000 T (ZBE=F : 39,742,000 T) 2
RERTSFEFEN  HBRRIERRE - ES
RE - BEEREBARGERRT T —EARNE
B HEEEEGRAINRIERD -

FR - AAREBRTBHEATESZEB AT
MTZREME > TESZETHEB AR Z T B
BREEZER - AATEHREWRKMELRRE
fEHE#2,0000008 T (ZEE=FMNA—HE=
ZTE=F+=HF=+—H : #70,000,000/% )
ZEFEFRE o

ARABETEMNBLAAR-ZEZMNFE+ A=+ —
B2 ERNMEEs2 -
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For the year ended 31st December, 2004

BARS R & R

BE_FTEFEF—_A=+—HIFE

20. INTERESTS IN ASSOCIATES

20. Hzﬁ X /‘\ EJ *‘"‘

B

THE GROUP
rE
2004 2003
HK$'000 HK$'000
FTERT FE T
Share of net assets of associates BOtHMEARNEEFHE = =
Goodwill arising on acquisition of an associate WEHE AR FR2EHE
less amortisation and impairment (Note) R B K I8 (M9 EE) - =
Note: Goodwill arising on acquisition of an associate Mzt WBHELARFTRZEE
HK$'000
FERT
cosT R
At 1st January, 2004 R=ZZEZWNE-F—H 29,000
Eliminated upon disposal of a subsidiary H B B B 2 =0 B M BR (29,000)
At 31st December, 2004 R-ZEZEEFE+-A=+—H -
AMORTISATION AND IMPAIRMENT BERITE
At 1st January, 2004 R-ZEZWNFE—-—H—H 29,000
Eliminated upon disposal of a subsidiary B BT B 2 =0 B BR (29,000)
At 31st December, 2004 R-_ZEZENFE+_A=+—H -
NET BOOK VALUE IR EFE
At 31st December, 2003 and R-EZE=F+-_A=+—HK
31st December, 2004 R-ZEZEWNFE+-_A=+—H -
Details of the Group's principal associates at 31st December, 2004 are set out AEEFTEBRELAANR-ZENF+=RA=1+—

B2 B E M43 -

in note 43.
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For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
21. INTERESTS IN JOINTLY CONTROLLED ENTITIES 21. HEEHIEEER
THE GROUP
KE
2004 2003
HK$'000 HK$'000
FET FiEx
Share of net assets of jointly controlled entities BB ZEFEREEFE - 767
Details of the Group's principal jointly controlled entities at 31st December, AEBR-ZENF+-A=+—Bz2HEZEH
2004 are set out in note 44. BREHFBEHNMHTELS -
22. CLUB DEBENTURES 2. BEES
THE GROUP THE COMPANY
RE PN
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FExT FiET
Club debentures, at cost BEGS  BEAX 220 220 100 100
23. TRADE AND OTHER RECEIVABLES 23. E G R H B RIE

Included in trade and other receivables of the Group are trade receivables of AEEZE S REAMBEBKRIER & A594,000% T

HK$594,000 (2003: HK$434,000) comprising mainly rental receivables which (ZZE=F 1 4340008 T) 2EWE 5 FIE -
are billed in advance and settlements are expected upon receipts of billings. Its TEAELER2REMBEHINKZIRERZE X
aged analysis at the balance sheet date is as follows: HT2RBHEE - UTAREEB ZREDN ¢
THE GROUP
rE
2004 2003
HK$'000 HK$'000
THET T
Within 30 days 30BA 299 104
31 - 60 days 31-60H 219 99
Over 60 days HiB60H 76 231
594 434
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BARS R & R

HE_FETFES —H="1+—HILFE

24. SHORT-TERM LOANS RECEIVABLE

Loans receivable

Less: Allowance for bad and doubtful debts

e W & X
o RIBIRERE

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 one year.

25. FINANCE LEASE RECEIVABLES

THE GROUP rE
Amount under finance leases —FARAEKRZ
receivable within one year B REE
Less: Unearned finance income DA N X v
B 3 U A
Present value of minimum EWiE €K
lease payment receivable MEZRE
Less: Allowance for bad and w o REER
doubtful debts D]
Amount due within one year —F RN B EAIL
included in current assets ARBEE
2 FE8

No finance leasing agreements have been entered by the Group during the

year/period.

24. BWIEHI & K

THE GROUP
REE

2004 2003

HK$'000
FTER

7,371

(7,371)

HK$'000
TET

26,133
(26,133)

AEBEEERN zERBEMRAREZFER
Ko REEAREHH 2 BWERRRDBB—F -

25. FE W Bt # 40 49 708

Minimum

lease payments

Present value of

minimum lease payments

HERERE HEeRBERERE

2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
TR FET F#ET F#& T
- 454 — 439
- (15) — =
- 439 - 439

= (439)

AEBRNE BRBET LZEHBED -
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For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
26. INVESTMENTS IN SECURITIES 26. BHFBRE
THE GROUP
A
2004 2003
HK$'000 HK$'000
F& T FET
Other investments in Hong Kong: REBZHMIRE :
Listed securities, at carrying value EmEZs o RREE = 4,800
Market value of listed securities tHEEeTE - 19,800
27. FUNDS HELD BY SCHEME ADMINISTRATOR 27. 5B BB A EZES

At 31st December, 2003, the amount represented the funds transferred by the R-BEZ=F+-A=+—8 ZEREALE
Group and the Company to and held by the scheme administrator for ERALNDRELAE-ZZE=F+—-A=+—H
distribution to the Company's creditors as partial settlement of their TEMERGERTHIAEEASEEZES U
outstanding debts and related expenses when the Restructuring became DIRTALBDERAMERBOBEERERERR
unconditional on 21st November, 2003. Upon the completion of the FERX BER-ZEZENFE-—A=+—-HER
Restructuring on 2 1st January, 2004, the scheme administrator distributed the % STEBEEBEADRKEBRES T AOGERA

funds to the Company's creditors.

=5
28. TRADE AND OTHER PAYABLES 28. B R H At (S FRIE
Included in trade and other payables of the Group are trade creditors of B REMEMNRIEDF A2270008 T (Z2F
HK$227,000 (2003: HK$2,033,000). Its aged analysis at the balance sheet =4 120330008 T) ENESGRE - AT H
date is as follows: REE R ZBRER DT ¢
THE GROUP
AEH
2004 2003
HK$'000 HK$'000
FEx FiET
Within 30 days 30BA 30 504
31 — 60 days 31-60H 29 36
Over 60 days HiB60H 168 1,493
227 2,033
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For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE
29. SECURED BORROWINGS FROM A FELLOW 29. B A B F 2 BIE
SUBSIDIARY B8
THE GROUP
rE
2004 2003
HK$'000 HK$'000
THET THET
The secured borrowings from a fellow EEN N PN R i E
subsidiary are repayable as follows: BEZIHBWNT :
Within one year or on demand —FARZBH 969 922
Between one and two years —FEWMER 1,019 969
Between two and five years MEZRFER 3,381 3216
Over five years hFE% 17,780 18,967
23,149 24,074
Less: Amount due within one year o — F R E I B4
included in current liabilities MEBBEZMRE (969) (922)
Amount due after one year —FE B 2R 22,180 23,152

The secured borrowings were fully repaid subsequent to 31st December, EHEBEEER _SENE+_A=+—H#%&R
2004. HEE o
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
30. OBLIGATIONS UNDER FINANCE LEASES 30. B B AV R
THE GROUP
rE
Minimum Present value of
lease payments minimum lease payments
HEeERENRE HERBERERE
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
TET FERT TET T
Obligations under finance —FREMN 28
leases payable within one year LRI - 1,013 - 971
Less: future finance charges W BEREHHE
W - (42) - -
Present value of lease obligations BB EERER
and amount due —FREEL
within one year included FIERBEE
in current liabilities 2R

G-PROP (HOLDINGS) LIMITED  Annual Report 2004

= 971 = 971




Notes to the Financial Statements

BARS R & R
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For the year ended 31st December, 2004

31. SHARE CAPITAL

Authorised:

At Tst April, 2003 (HK$0.01 each)

— consolidation of shares of 100 into 1

— subdivision of each unissued
consolidated share (including the
unissued consolidated shares arising
from the capital reduction)

into 100 new shares

At 1st January, 2004 and 31st December, 2004
(HK$0.01 each)

Issued and fully paid:

At st April, 2003 (HK$0.01 each)

— consolidation of shares
and capital reduction

— issue of shares

At 1st January, 2004 (HK$0.01 each)

— issue of shares

At 31st December, 2004 (HK$0.01 each)

31. RS
Number of
ordinary shares Amount
ZEBREAE N
HK$'000
FiET
ETE R A
R-ZEE=FMA—H
(BRMEE0.01%E T) 80,000,000,000 800,000
— 100 B E B B8 (79,200,000,000) =
- BERRBITZEH
B 15 (B 45 Bl R AR 2
EEZRBITEH
B%15) 3% 48 % 10088
il 79,200,000,000 =
R-ZEZENF—-—HA—HK
—EENFE+-A=+—H
(BRMEE0.01%E T) 80,000,000,000 800,000
ERITRBZRA
R-_ZEZE=FMA—AH
(E R M E0.013 T) 1,264,138,618 12,641
-ERH R
Hll R B A (1,251,497.232) (12,515)
— BT 170,000,000 1,700
R-ZEZENFE—HF—H
(E R ME{E0.0178 T) 182,641,386 1,826
- BITRG 508,616,414 5,086
R-ZEZENFE+_-_A=+—H
(BRMEE0.01%E T) 691,257,800 6,912
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Notes to the Financial Statements
For the year ended 31st December, 2004

31. SHARE CAPITAL (cont'd)

During the year, the Company has the following changes in the share capital:

(a) Pursuant to the Restructuring, 470,628,426 ordinary shares of HK$0.01
each, credited as fully paid, are issued as the partial settlement to the
convertible bondholders and certain creditors of the Company on 21st
January, 2004.

(b) Pursuant to the Settlement Deed, the claim from Koga of approximately
HK$38.0 million was settled by a cash payment of approximately
HK$0.38 million and allotment of 37,987,988 ordinary shares of
HK$0.01 each in the Company upon the completion of the Restructuring
during the year. Shares to Koga were formally issued on 2nd February,

2004 upon completion of the Restructuring.

At 31st December, 2003, the shares stated in (a) and (b) above were deemed
to be issued as all necessary preceding conditions for the allotment had been
satisfied. The shares deemed to be issued were recognised as equity of the

Company at 31st December, 2003.

All the new shares issued during the year rank pari passu with the then existing

shares in all respects.
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31. BR7A (&)
FR o ARTREEATED -

(@) MWBEEH R=TETNF-—A=+—H
470,628 426/ F R EE0.018 T ARSI %
BE2EBRRDBETFARAZABRRKRE
SREARETEREA  UEENMHEE -

(b) RIBEEBEZE  Koga®38,000,000/8 T2 &
B F R 5E R EH B UL 23R £ 49380,000
7T R B3 37,987,988 E R EE0.0158 T
REQREBRRMDZFRT & o Lulihg
PREAZREFEE-ZZENF-_A=-HE
H 347 FKoga °

REZZBZ2E=F+ZA=+—-H  AREERHHA
B2 RRRHEEER  EX@Rb)FFz
ROBPEHEERT - WRBEBT2ZROR=
ZE=FFT A=+ -HBEIBZEFQFARE -

FRBITZAEHRESFEYRER Z2RER
NERRSER -




Notes to the Financial Statements
For the year ended 31st December, 2004

32. SHARE OPTION SCHEMES

The Company has adopted share option schemes on 23rd August, 2000 (the
“2000 Scheme") and 15th February, 2002 (the “2002 Scheme”) for the
primary purpose of providing incentives to directors and eligible employees.

Details are as set out below:

(a) 2000 Scheme

Pursuant to the terms of the 2000 Scheme which was terminated on 15th
February, 2002, the Company may grant options to directors and full time
employees of the Company or its subsidiaries to subscribe for shares in the
Company at a consideration of HK$1 per grant. Options granted are exercisable
at any time during a maximum period of ten years after the date the options
are granted and accepted. Options granted should be accepted within 21 days

from the date of offer.

The subscription price of any option shall not be less than the higher of 80%
of the average of the closing prices of the shares as quoted on the Stock
Exchange on the five trading days immediately preceding the date of offer of

an option or the nominal value of the shares.

The maximum number of shares in respect of which options may be granted
under the 2000 Scheme may not exceed 10% of the issued share capital of

the Company from time to time.

No option may be granted to any one person which, if exercised in full, will
result in the total number of shares already issued and which may fall to be
issued to him under all the options previously granted to him pursuant to the
2000 Scheme exceeding 25% of the maximum aggregate number of shares
for the time being issued and which may fall to be issued under the 2000

Scheme.

BARS R & R

HE_FETFES —H="1+—HILFE

32. B EET

ARALEKR-EEEFNA-+=AR-ZF
—FE-AtEARABRENH (HHER=2
EREHBIR-BT-_FHE)  FEANR
RMESRAAMRES  FHERAIMT

(a9 =ZFZZFHE

REER-_ZZ_F_ATHEARKLZ_ZTZTE
FHE 2B RRAATRIBIZAEDERA
AREMEARCEER 2 BES R HAREAX
NARHZERE - EREEZBRENT L B H
Bt ERTF BN MERTE - IRHEZB
RERIZE BHRT2IRAATHER -

BRECABEFISERRORBEBRERZ
AMAIAMERS B EBR MR W HEFEE
Z80%NH BB EE (UBRSERE) °

Z_EZEFEFEATTREZCEBRESR ZRE
ERAEGEBADTD N 2B BITRE Z10% °

MEAZHOTEKTFRERZBRESEHERER
AR-_ZEEEHARBECTEEREMCER
AERTZRNAEBBERFE ST ZFHE
CERAUERTZROBE LR Z225%  BIFE
BZA T REEFABRE -

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements
For the year ended 31st December, 2004

32. SHARE OPTION SCHEMES (cont'd) 32. B IR RERT 8 (88)
(a) 2000 Scheme (cont'd) (@) =ZZEZF:iE ()

TRESRE-FTTEHBAMES (BFEP)
BEZALABRERZSHRERSE MR
BEHE

The following tables disclose details of the Company's share options issued
pursuant to 2000 Scheme held by employees (including directors) and

movements in such holdings during the year/period:

Number of share options

BREHE
Outstanding
at
31.12.2003
and
Outstanding 31.12.2004
at R-ZE2=F
Exercise 1.4.2003 Waived +=HB=+—~H
price Exercisable ~ R=ZZ=f during R=-ZTWF
Name of director Date of grant per share period H—H the peiod +=HA=+—H
BEEnE ZEBH BRITEE THEH e R 1T &€ AR BE i R 1T
HK$
B TT
Category 1: Executive directors
B8 HTES
Mr. William 26.8.2000 8.790 26.8.2000 —
Lee, Sze-kwong 25.8.2010 444,495 (444,495) -
FkiE 21.2.2001 1.740 2122001 -
2022011 57280 (57,280) =
Mr. Roger 26.8.2000 8.790 26.8.2000—
Cheung, Kwai-sun 25.8.2010 229,121 (229,121) =
BEHLE 21.2.2001 1.740 21.2.2001-
2022011 57280 (57,280) ~
788,176 (788,176) =
Category 2: Employees
E-H:EE
26.8.2000 8.790 26.8.2000—
2582010 294,421 (294,421) -
21.2.2001 1.740 21.2.2001-
2022011 647,269 (647,269) =
941,690 (941,690) =
Total all categories
EHEE 1,729,866 (1,729,866) =
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32. SHARE OPTION SCHEMES (cont'd)
(b) 2002 Scheme

Pursuant to the terms of the 2002 Scheme which will expire on 14th February,
2012, the Company may grant options to 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 the 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.

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%.

BARS R & R

B2 _TTmF+_—_HA=1+—HIFE

32. B EET & (&)
b) —BE-Fil

BESR-B-——F-_AtNEERZ=-ZZ=
FiE > AARAHTRI0BT2REARAAHA
MEARZESEREZBESRHTIABALFTR
HzBRE - —E2_FHECROIDBEHFN
DNAEBRE  HBRESRONVREBREBRR
FERRERMRZWHERRDNEER LA
HAAERXS BEBIMEARERA T ZWH
BEFHGEGRSERE) - ERHZBRENAK
NEEEEAE BN TR  HEZHE
RZUBERERDBHEFTFRR - ARHZ
BRENEZ BAHB 2V RA A HER -

HTEE-_SE-FHERAMFIALTERZ
FEBREMAFRTZRBLR - TEBBER
—ERRCFHAMNAERTEHEBITREZ10%
(MR - RETEXERER - CEEZB
BREFTEEA - ARIBE  BEHEEREBEER
BRESR 2RO Bt AMERRERE 2B
% o

RERBERREBRRAS LHUER ATHERTER -
HEERTEE-ZSZ-FEREMBRETHR
H2EBRETTRTZROLH - THEA
S EMRRMEER 2B EITRMDZ10% B
REE  BER-SZZ-FIHIRABBRES
BRH2BERE (BERTE -BFEHE B-Z
ZEFEARAQAAAEMBRES R ZBR
EREITEZEBRE) - R EEHH 2 10%E R
RPN

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements
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32. SHARE OPTION SCHEMES (cont'd)
(b) 2002 Scheme (cont'd)

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 31st December, 2004 and 31st December,

2003 under the 2002 Scheme. No options were granted, exercised, cancelled

or lapsed during the year/period.
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32. BB ERTE (&)
(b) —EE=FiHEE)

AABAERRARRASHEZERT » R
B8 100%FR 5 2 BB R 18 - BB 1000PR 28 2 B8 IR
ERARTARARERRRYUAERIIAZES -

BRIFBRAN MBS RELE - TR - BITER
EA+=EAHBrEEEERH ZBRE (&
FETERARTERBRE) MOCERSERITZ
ROBE  THEBARRACBHTRE Z1% - W
BEARSEE-IRHBRESEFRALTER
BEE-SRUEBREZES EAHREEER)
EzEA+=ERHEANKERSEERZFE
BRE (BREETE BSEHERARTEZBRE)
MEEREERT 2R - aHBBERTRNG
2% AE—SRHBRECEEAERRAS
ERRRSTHE MEBEEREBEALY

)
THRE-

R RTEARATDMERRESSRE 22
BREMT FRITZROZEERS > FEE8
TR ZEBITRM Z30% °

R=ZBFONF+-_A=1+-HBR=-FF=F1+=
A=+—R BE-FF_FHEZBRENK
e F /MR BEBRERL - 7 EH
HEXK °
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For the year ended 31st December, 2004

33. SHARE PREMIUM AND RESERVES

THE COMPANY

At 1st April, 2003

Effect of capital reduction
(note)

Transfer

Premium arising on
issue of shares

Shares deemed to be
issued under
Restructuring and
Settlement Deed
(note 31)

Profit for the period

At Tst January, 2004

Effect of capital
reduction

Transfer

Shares issued under
Restructuring and
Settlement Deed
(note 31)

Profit for the year

At 31st December, 2004

KA F]

R-ZEZ
mA—
Bl 3R iR AR
ZEE
(B =E)
LR
BITRG
2B
RESAR
EEREW
BREBRT
&)
(B =E31)
HA R &R A

F

m |l

R-ZZWMF
—HA—H
P ES
2
LR
RESAR
EEREW
BREBRT
Z R 5
(Bf=£31)
FERA

R-ZZMF

+=A=+-H

3. R B REE

Share
capital
deemed to (Deficit)
be issued retained
Share #Wi_AH Contributed profits
premium 21T surplus (&5 41) Total
IR 17 355 18 Z R A BABER REBER HEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FTHERT FHERT T T
162,599 - 392,480 (943,079)  (388,000)
(162,599) = 175,114 = 12,515
- - (567,594) 567,594 -
16,300 = = = 16,300
= 5,086 = = 5,086
= = = 438,007 438,007
16,300 5,086 = 62,522 83,908
(16,300) - 16,300 - -
- - (16,300) 16,300 -
- (5,086) - - (5,086)
= = = 3,097 3,097
- - - 81,919 81,919
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Notes to the Financial Statements
For the year ended 31st December, 2004

33. SHARE PREMIUM AND RESERVES (cont'd)

Note: The balance of the contributed surplus of the Company at 1st April, 2003
represented the difference between the nominal value of the share capital issued
by the Company and the underlying net assets of subsidiaries which were
acquired by the Company pursuant to the group reorganisation in 1990; and the
credit arising from the reduction of share capital and cancellation of share
premium, net of application towards elimination of the deficit of the Company.

Pursuant to a resolution passed at the special general meeting on 13th
October, 2003, upon the completion of Restructuring, the total credit in the
share premium account amounting to HK$16,300,000 arising from the
subscription of shares by Million Point Limited (“Million Point”), a wholly owned
subsidiary of Chinese Estates, under the Restructuring has been credited to the
contributed surplus account. The directors were authorised to apply appropriate
sum from such contributed surplus account to set-off the deficit of the

Company.

In addition to retained profit, under the Companies Act 1981 of Bermuda (as
amended), contributed surplus is also available for distribution to shareholders.
However, a company cannot declare or pay a dividend, or make a distribution

out of contributed surplus; if:

(@) the Company is, or would after the payment be, unable to pay its

liabilities as they become due; or

(b) the realisable value of the Company's assets would thereby be less than
the aggregate of its liabilities and its issued share capital and share

premium accounts.
In the opinion of the directors, the Company's reserves available for distribution

represented by retained profits with an amount of HK$81,919,000 at 31st
December, 2004 (2003: HK$62,522,000).
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M ARBAR-ZE=FNA-—HAABRERES
DNEABRITRAZHEEZLAAR-NAAZTER
BEEEEABAMBAREREEFE2ZHEU
R HIBUIR A B 5E 88 RAD BB 7 2R 2 3EBR - BHIRR
FALAMSE A X R B AL 2 SRR -

RER-_ZZE=F+AT=BZRRAFIIKRSL
BBZRER  NEREAR - RIEZAAMIlon
Point Limited ([ Million Point]) (3 A\ B% 2 2 &Kt
BAR)RBROEEZRHEEREIER
16,300,000 T » B ABMARERIER - EBER
ERE EABARMR 2 EEEE  URHEAA
Al Z &AL e

BREREERIN - BREBRE-AN-FREE K
&) » MABBTAHDIKTRER - A - £
THERT » RABAAEERIKTRER B R
ABEREHDIK -

(@ A2ARBINXMGE EHEEIHE
EAOEMN K

b)) EAREEZUSRELREESER
BITRAERMDEER2AERAD o

ERE ARAR-EENF+-A=+—H
ARSIk 2 EEEIEREEFS1,919,000/E 7T (=
FEE=F : 62,522,000/87T) °




Notes to the Financial Statements
For the year ended 31st December, 2004

34. DEFERRED TAX LIABILITIES

The following are the major deferred tax liabilities (assets) provided
(recognised) by the Group and movements thereon during the current and

prior reporting periods:

BARS R & R

HE_FETFES —H="1+—HILFE

34 EXEFRIBEBEE

UTAARERBR £ —ERSHEHAEBRE
(R 2ERELEHEEE (EE) RERED :

Accelerated

tax Tax
depreciation losses Total
MEBETE RIEEE LR
HK$'000 HK$'000 HK$'000
FET FET FET
At 1st April, 2003 R-ZEZE=FMAH—H 2,758 (2,323) 435
Charge (credit) to income statement 8 GtA) BB R ER
for the period 865 717) 148
At Tst January, 2004 R-BEZENFE—HF—H 3,623 (3,040) 583
(Credit) charge to income statement GtA) B FEWHEXK
for the year (448) 401 (47)
At 31st December, 2004 R-ZBNEF
+=ZBA=+—8 3,175 (2,639) 536

Deferred tax assets have not been recognised in respect of the tax losses
amounted to HK$119,932,000 (2003: HK$133,743,000). These deferred tax
assets have not been recognised due to the unpredictability of future profit

streams.

35. AMOUNTS DUE TO SUBSIDIARIES

The amounts due to subsidiaries of the Company are unsecured, interest-free
and have no fixed terms of repayment. In the opinion of the directors, the
amounts will not be repayable within the next twelve months from the balance

sheet date and are therefore shown as non-current.

AAT WA 119,932,0008 T (ZEE=F :
133,743,000 7T) 2 BB IERARHELHEE
B ZEELHEEERERETERE B BEFR
BMAFHR

35. FE{S M B 1 Bl ;I8
FEAARABMBARFIELEIEIR - R EREE

EEMRY - EZRA FENRBEAREERR
T-EARMEE  RIEFREIEE -

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements B RS R S FRE

For the year ended 31st December, 2004 BE_TTWFT —A="1+—HIFFE
36. DISPOSAL OF SUBSIDIARIES 36. Hifl ER B B X A
1.1.2004 1.4.2003
to & to &
31.12.2004 31.12.2003
HK$'000 HK$'000
FTHERT T
Net liabilities disposed of: MERFEE
Property, plant and equipment M- BERKE 39 =
Bank balances and cash RITHEEFREAE 58 47
Trade and other payables BSREMELRE (2,905) (1,532)
Obligations under finance leases B 7 38 Q7R (971) —
Minority interests DY IR RS = (106)
Net liabilities FEE (3,779) (1,591)
Provision for guarantee given to financial B RS AR 1A B BR
institutions in respect of facilities MEARREEE
granted to a disposed subsidiary REER 343 -
Gain on disposal of subsidiaries ity B BT B A B U 2 3,436 1,591
Total consideration RELZE = =
Net outflow of cash and cash equivalents BEBEMRHE LT
in connection with the disposal of Z2HReRBREEE
subsidiaries: HE R EE
Bank balances and cash disposed of EMBRZRITEFRRES (58) (47)

During the year ended 31st December, 2004 and nine months ended 31st BE-ZENF+-_A=+-HLEERBZE=
December, 2003, the subsidiaries disposed of did not have any significant ZT=F+-_HA=+—HALNEA - FIMRZH
impact on the Group's cash flows, turnover or operating results. BARHAKSEZRESRE  EXBRKEESE

WEEMERZE -
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Notes to the Financial Statements
For the year ended 31st December, 2004

37. MAJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2004:

@

(b)

©

(d

470,628,426 ordinary shares of HK$0.01 each were formally issued to
convertible bondholders and creditors as partial settlement of debts and
set off against the shares deemed to be issued.

Upon the completion of the Settlement Deed, 37,987,988 ordinary
shares of HK$0.01 each were formerly issued to Koga as partial
settlement of debts and set off against the shares deemed to be issued.

Upon the completion of the Restructuring, the funds held by scheme
administrator of HK$5,000,000 were distributed by the scheme
administrator to the Company's creditors.

The share premium amounting to HK$16,300,000 was transferred to
contributed surplus to set-off against the deficit of the Group pursuant to
the Restructuring.

During the nine months ended 3 1st December, 2003:

(@

(b)

©

(d)

The share capital, share premium and contributed surplus amounting to
HK$567,494,000 in aggregate had been reduced and transferred to set-
off the deficit of the Group pursuant to the Restructuring.

Pursuant to the Restructuring, Million Point subscribed for 170,000,000
ordinary shares of HK$0.01 each, at an issue price of approximately
HK$0.1059 per share at total consideration of approximately HK$18
million, of which approximately HK$2.9 million were satisfied by the
assignment of the loan by Oriental Ford Finance Limited (“Oriental
Ford"), a wholly-owned subsidiary of the Chinese Estates, to the Group.

The debts owed to the convertible bond holders and certain creditors
were settled partially by ordinary shares of 470,628,426 of HK$0.01
each, credited as fully paid, which were deemed to be issued at the
balance sheet.

The net advances from Koga were settled partly by ordinary shares of
37,987,988 of HK$0.01 each which were deemed to be issued at the
balance sheet date under the Settlement Deed.

BARS R & R

B2 _TTmF+_—_HA=1+—HIFE

37.ERFBERERS

REBE-_ZFZENF+_A=1+—HLEFE:

@

(b)

©

@

BUBERESFEEARGREAERET
470,628,426 R B R AE0.01EB T 2 Z B -
LEESHEERIKERESFERTZR
3 o

REXREBEERZBER > @ KogalE X 1T
37,987,988 BIREE001 BT Z2EBER
DEERNEERIKEREETRITZR
o

REMREAR  FEEBAQRQEEE

A 2K Fr#4A 25,000,000 TEE °

IR 23518 16,300,000/ TEEHRZ M AZ -
LR EABEAEE ZEA -

REBE-ZEZE=F+-"A=t+—-HILIEAR :

@

(b)

©

©)

RIEEA - 5567,494,000/8 T Z R
BRAD S B R B B B 1 IR R B8 33 U3 8
REBZE# -

RIBEEA » Milion Points? 85 170,000,0008%
BREEOIEBIZERR  BRETEN
#0.1059/& T+ BRE A % 18,000,000/
7T EA#2,900000/8 T I AEABE 2
2EMBRARELMBERL R ([RLH
Bl AAEEEEERZAAIZM -

RABRESHEEARE TERAZEE
15 LA B4 1T 470,628,426 R B IR EIfE0.0178
TZARIABEERR 2 FNEE £
MO RAEREER BT -

RBEBEZE - Kogaz FERIM AT
37,987,988 R EIREE00 BT 2 EER 2
FREE  LRROBRABECREEH
o

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements
For the year ended 31st December, 2004

38. OPERATING LEASE ARRANGEMENTS

The Group as lessee

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:

BARSR R

B2 —FTNFF —HA=1+—HILFEZE

38. MEHN LB

FEBE (UEBAAFD)

BERERNTNz2RERE

THE GROUP
rE

1.1.2004 1.4.2003
to to &
31.12.2004 31.12.2003
HK$'000 HK$'000
FHET FHE T
42 111

REER  AEBRTTHESEBN 2 04R
BERSREZIHAMT :

2004 2003

HK$'000 HK$'000

FERT FEx

Within one year —FR 42 8
In the second to fifth year inclusive F_EFLF (BEEARWMEEAR) 7 =
49 -

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.
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Notes to the Financial Statements
For the year ended 31st December, 2004

38. OPERATING LEASE ARRANGEMENTS (cont'd)

The Group as lessor

There was no energy saving machine rental income earned during the year.
Energy saving machine rental income earned during the nine months ended
31st December, 2003 was HK$152,000. At 31st December, 2003, no future
minimum lease payment contracted by the Group with lessees can be
quantified as the lease arrangement was made on the basis of energy saving

level.

Property rental income earned during the year was HK$4,140,000 (1.4.2003
to 31.12.2003: HK$2,234,000) with a rental yields of approximately 3.83%
(1.4.2003 to 31.12.2003: 2.1%). All of the properties held 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:

BARS R & R

BE_FTEFEF—_A=+—HIFE

REHENIRZH (E)

FEE (UHBAASHD)

FR - REREAERYERNESEA - RBE=
ZE=ZF+A=Z+—HLIER BHRAKEZ
RERET AR EE W AR 1520008 T - R=ZZTE=
F+ZA=1+—RB BAREEZHNERBEZ
BERUK PRI - MRS B AR B B AN AR 2
ZHEBEREHEE -

FRERBM 2 MERSWAH41400008 T (ZEF
=FMAB—RE-_ZEE=F+=-A=+—8:
22234000/ 7T) - HESWAEEHNH383%0(ZFF
=FNB—HEZBE=F+-A=1t—H:21%) °
FEZSYERRRMENDBETNZHES -

REEH  AEEREFEITEHENZBEARE
HEWT :

THE GROUP
&

2004 2003
HK$'000 HK$'000
FER FiER
Within one year —FRr 2,229 2,195
In the second to fifth year inclusive E_EFLF (BEEERWMEEA) 642 1,464
2,871 3,659

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements
For the year ended 31st December, 2004

39. PLEDGE OF ASSETS

At 31st December, 2004, the Group's investment properties amounting to
HK$73,100,000 (2003: HK$70,800,000) were pledged for certain loan
facilities provided by a fellow subsidiary of the Group.

In addition, at 31st December, 2003, the Group's investment properties of
HK$107,100,000 and the rights and benefits to the existing and future leases
in respect of those properties were pledged for the convertible bonds due
2006 of the Group. The pledge and assignment of such rights and benefits in
favour of convertible bondholders were released upon the settlement of
convertible bonds, which became unconditional before 31st December, 2003.

The releases were executed during the year ended 31st December, 2004.

40. RETIREMENT BENEFITS SCHEME

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/period.
The total cost charged to consolidated income statement of HK$46,000

(1.4.2003 to 31.12.2003: HK$24,000) represents contributions payable to
these schemes by the Group for the year/period.
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B2 —FTNFF —HA=1+—HILFEZE

39. EE

R-ZBZEMNF+-A=+—H » &A&E73,100,000
BT (ZZEZ=F : 70,800,000/ TT) 2 REWE
ERERAEE-BRAMBARREZETEE
2 o

s R=FBZB=F+=HA=+—H 107,100,000
BLZAEEREMEREBERARREL 2
ERARFZEAEAEER_SSAFRHZ
AERES BT - HFURRESIFEATH
ARG 2ERREZENENTRRESZ
e MARRESZBNAR=-FZ=F+=A
=+—HEAETBEWHERY - LHMIERREBE=
ZENF+-A=+—HLFERS EXMHER -

R AR R R ET &

FEERAFESERESRLERMENRE - &%
EHHcEERZIRAZHZESEE  UBY
RAEEBZEE - RANBIRFTBREREKRN
B ARAREAERAEEFE HHEZE
BN 2K -

RSN ERINR 22 EE46,0008 T (ZFF
=FNA-BE=-ZZE=F+=-A=+—8H
24,0008 7)) IAEEREE /B @ 2S5t S
2 IR o




Notes to the Financial Statements
For the year ended 31st December, 2004

41.

)

RELATED PARTY TRANSACTIONS AND
BALANCES

Transactions

During the year ended 3 1st December, 2004:

@

(b)

©

The Group paid interest of HK$1,180,000 (1.4.2003 to 31.12.2003:
HK$133,000) to Oriental Ford. This interest was charged at prevailing

market rates based on outstanding balances during the year.

The Group paid rent of HK$42,000 (1.4.2003 to 31.12.2003:
HK$4,000) to Chinese Estates, Limited, a fellow subsidiary of the
Company, for the lease of office premises to the Group. The amount

paid was based on terms agreed by both parties.

The Group received rental income of HK$82,000 (1.4.2003 to
31.12.2003: Nil) from The House of Kwong Sang Hong Limited (“KSH"),
an associated company of Chinese Estates. Up to 31st May, 2004, the
rental was calculated at 10% of monthly gross revenue achieved by
particular shop of KSH and commenced from 1st June, 2004, the rental

was charged at a fixed amount of HK$10,000 per month,

BARS R & R

B2 —TETPFEAf—

41.

U]

REBE

®)

©

A=+—HIFFE

BHEEALIXRZ K&

%5
“EEMF+-ASt—HLFE

AEEEELHERAF41,180,000% T (=
ZE=FNA-HE=-ZTT=F+=-A=
+—H : 1330008 7x) 2HE - ZEFIE
DRERZERRBUATBREAE

AEEBARTDZERMBLAREABEE
BRATMRBAEPRAZEFAEEZFES
420008 T (CEE=FNA—HE-_ZZT

=F+ZHA=+—H : 40008 T) ° &K
HRBEFHE ZFERZA -

FEBEFEABECHELNAEEEZEEGR
A= ([EEE]) WEFE € A 82,0005 T
(ZEZ=FB—RE-TZ=F+=A
=+—-H:%F) HE-ZEMHERA=1
— B ZESRBLEERSEERS AR
BAKAZ10%THE - B=EZTMFERA
— B ZELRE A 10,0008 T2 EE
SHEE o

ZEENFEFH SELCEXERQF
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Notes to the Financial Statements
For the year ended 31st December, 2004

41.

0]

RELATED PARTY TRANSACTIONS AND
BALANCES (cont'd)

Transactions (cont'd)

During the nine months ended 3 1st December, 2003:

@

(b)

©

(d)

©
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Koga charged interest of approximately HK$988,000 to the Group.
These interests were charged at prevailing market rates based on

outstanding balance during that period.

The Group sold goods of approximately HK$123,000 to Legend Power
UK Plc., an associate of the Group. These transactions were carried out

at cost plus a percentage of profit mark-up.

The Group paid management fee of HK$78,000 to Chase Master
Company Limited, a fellow subsidiary of the Company, as manager and
leasing agent of certain investment properties held by the Group. The

amount paid was based on terms agreed by both parties.

The Company was deemed to issue 37,987,988 ordinary shares of
HK$0.01 each together with a cash payment of approximately HK$0.38
million and the grant of a call option to Koga to settle in full its claim

against the Group under the Settlement Deed as detailed in note 12.

The Company was deemed to issue 62,899,924 ordinary shares of
HK$0.01 each together with a cash payment of approximately HK$0.63
million to Hutchison International Limited, a fellow subsidiary of Koga, as

settlement of convertible bonds under the Restructuring.

BARSR R

B2 —FTNFF —HA=1+—HILFEZE

4. BEEAEALIR G R

V)

(%)

X5 (&)

RBEZE-ZEZE=FF+-A=1T—-RLEAEAR:

@

®)

©

C))

©)

Kogarm) < £ [ L B FI| 2. 49 988,000/ 7T © #%
ERETRMAZE RRBEAT SRR

o

H o

REE M AR EE 2 B & A R Legend Power
UKPIcHEE R 1230008 T c ZEXR5
THIER A B INE T2 2 FEET -

FEERADNBZEARWBEL R REER
RAXFH78000B T2 EERE » EFRZ
RARAAEEFAZETRENEZE
ERRAREEREZER - ZAREE
T E 2 RAZA o

RIBEERE 0 AQFHIR 5 EKoga 1T
37,987,988 B RMEE001 B T2 EBR
B LH380,0008 TR IFFRBEE
LT 2T #Kogam AEEIR E 2 RE 15
RHIFE12) °

RIBSA - KA F R B @ Kogaz [ 7 K
BRI EEBRA R #1762,899,924%
BEREEBEBIZEBEREZNESAN
630,000 T » LEFMNATRBRES -
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For the year ended 31st December, 2004 BE—TTWFEf —A=+—HIFE

41. RELATED PARTY TRANSACTIONS AND 4. EBEAETR G REER
BALANCES (cont'd) (#4&)

()  Transactions (cont'd) () x5 @#@&

(f)  Pursuant to the Restructuring during the period, Chinese Estates became fH HR - ZABXERBEARDLIEEZE

the holding company of the Group and the loans granted by its wholly- RAR ME2EMBQRREZERRN
owned subsidiary was classified as borrowings from a fellow subsidiary —EE=F+-A=t+-—HARA—HEREZR
at 31st December, 2003. The amounts carried interests at market rates. WBARRMEZER - ERBEEMBA=R
Pursuant to an agreement dated 4th September, 2003, the repayment AR -RE-ZZR=FANATBF LM
schedules of the loans had been revised. B AEERZERMEMRER] -

(I) Balances (I #Eek

Details of balances with related parties at the balance sheet date are set out in REEBZBEAIRZERFFHANEEARE
the balance sheets and in note 29. KRR MFE29 ©

(I Others any Hfe

Details of pledged assets given by the Group to a related party are set out in AEENEEEALTRHUBEREE 2FEHEAR
note 39. MizE39 o
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Notes to the Financial Statements
For the year ended 31st December, 2004

42. PRINCIPAL SUBSIDIARIES

Details of the Company's principal subsidiaries at 31st December, 2004 are as

follows:

Nominal
value of issued
and fully
paid ordinary
Place of share capital
Name of subsidiary incorporation ERTRER
- NG FR 3L 3 B LBERAZEE
Boria Enterprises Limited Hong Kong HK$20
BAEEBRAA =B 20 T
Gold Concept Limited Hong Kong HK$2
THERAR B8 2% T
Great King Limited Hong Kong HK$2
REBRD A 58 28 7T
Legend Power Ltd. (note) British Virgin US$2,000
(P &) Islands 2,000 T

KEETRES
Superkey Development Limited Hong Kong HK$2
BHBRBRLOA B8 2% T

Note: Pursuant to the Settlement Deed, Koga is granted with a call option to acquire
50% interest in Legend Power Ltd., within the next 5 years from the date of the
completion of the transfer of the equity interest in Legend Power Ltd. from Koga to
the Group under the Settlement Deed, 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.

All the above subsidiaries operate in Hong Kong.

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.

B RS R S MR

B2 —FTNFF —HA=1+—HILFEZE

42. T EH B A T

ARABETEMBLARAR-ZEZMFE+ A=+ —
BZFIENT :

Attributable
proportion of
nominal value of
issued share capital
held by the Company
AAR S #RT Principal activity
IRAEE bt = FEXWK
Directly Indirectly

HE SiE=3

= 100% Property investment
MERE

- 100% Property investment
MERE

= 100% Property investment
NERE

- 100% Investment holding
REZR

- 100% Property investment
MERE

Mzt : ARIBEGERE > KogaERRBHE » MWKogalR i
EEZEEROAEEEERBEARERN > T
AT {8 52 B8 A #E B L 150,0005% 7T 5 Legend Power
LdZHEEHEREFES (ABEEBE) 2/
& » B A Legend Power Ltd.Z 50008 % ©

FELAWBARLDERBEE -

ERFVNABESARATIEXEAEBXEAREE
ZALNBMBAR - EERA » FHEHMHEEL
AZERSSREILR °

BRIBLEME A AR FRERFREMGEESR
EREEERES
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BARS R & R

B2 —TETPFEAf—

A=+—

HIFFE

43. PRINCIPAL ASSOCIATES

Details of the Group's principal associates which are held indirectly by the

Company at 31st December, 2004 are as follows:

Form of

Name of associate business structure

1 ENEIEE xHEHEEX

Legend GP (Canada) Incorporated
Limited A 32

Legend Power Incorporated
System Inc. =L AR 32

The above associates operate in Canada.

Place of

incorporation

FR 3L 3 B

British Virgin Islands
RBEBRRES

Canada

m&x

44. PRINCIPAL JOINTLY CONTROLLED ENTITIES

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

indirectly by the Company at 31st December, 2004 are as follows:

Name of jointly Form of

controlled entity business structure

AEEZEHERER E T =S
Golden Royce Investment Incorporated
Limited EERiLY A

EREREBERDF

Top Grade Assets Limited Incorporated
1 A 32

Upgrade Properties Limited Incorporated
gV

The above jointly controlled entities operate in the PRC.

Place of

incorporation

X 3L 3t 36

Hong Kong

i

British Virgin Islands

RBEBRRES

British Virgin Islands
KEBEREHES

43. Egﬁiﬁ** /'\—J

ARABRBESAZAEEIERENAR -

*J)Hi

ME+ZA=+—RA2&HBAT :

Proportion of nominal
value of issued

share capital held
BT

JR A TH B b &

50%

50%

EMBE NG EMNE

Principal activities

FTEXK

Investment holding

REZR

Trading of energy

saving machines

ey -

EERREAE S

KEE -

44, TEHEZEFIEE

e

E

Proportion of nominal
value of issued

share capital held
BT

JR AN TH B e &

40%

50%

50%

AABEESAZAEBTEARZEHE
z F+ZA=+t-HZHBAOT :

Principal activities

FTEX®
Investment holding
REZR
Property investment

MERE

Property investment

MERE

FHAEZFERIETREE
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45. POST BALANCE SHEET EVENT

Pursuant to a placing agreement entered into on 1st February, 2005, the
Company issued 102,800,000 ordinary shares of HK$0.01 each at a price of
HK$0.255 per share. The price of HK$0.255 per share represents a discount of
approximately 16.39% of the closing price of the Company’s shares on 1st

February, 2005 as quoted on the Stock Exchange.

The net proceeds from the placement is approximately HK$25.8 million, of
which approximately HK$23.0 million has been used to repay the borrowings
from a fellow subsidiary and approximately HK$2.8 million will be used as

general working capital of the Group.
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45. £ E HESEIE

BER-—ZZERF A —HIIYUZEREHZ &
A TR B IR0.2558 T 2 B 817 102,800,000/
BREECOIBTZERR - 8R0.2558 THRA
NARBR-_ZSZTRF_A—BEBIFAAHRZ
W BT A 16.39% °

B & 2 BT 18 7 18 7F §8 49 25,800,000 T 4
23,000,000 TE/EEEZE—ERAZAMB AR &
> M#2,800,0008 T AIEREB - —REE




