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For the year ended 31st December, 2005

1.

GENERAL

The Company is a limited company incorporated in the Cayman Islands and its
shares are listed on The Stock Exchange of Hong Kong Limited. The deemed
immediate holding company as at 31 December 2005 is China Resources
(Holdings) Company Limited (“CRH”). The directors regard the ultimate holding
company of the Company to be China Resources National Corporation (“CRNC”),
a company incorporated in the Chinese Mainland. The addresses of the
registered office and principal place of business of the Company are disclosed

in the Corporate Information of the annual report.

The principal activities of the Group are property development, investment

and management.

The financial statements are presented in Hong Kong dollars, which is the
functional currency of the Company as the Company is a public company
incorporated in Hong Kong with the shares listed in Hong Kong Stock
Exchange, where most of its investors are located in Hong Kong. The majority
of the Company’s subsidiaries are operated in the Mainland China with

Renminbi as their functional currency.

APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied, for the first time, a number of new
Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations (hereinafter collectively referred to
as the “new HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants that are effective for accounting periods beginning on or after 1
January 2005. The application of the new HKFRSs has resulted in a change in
the presentation of the consolidated income statement, consolidated balance
sheet and consolidated statement of changes in equity. In particular, the
presentation of minority interests and share of taxation of associates have
been changed. The changes in presentation have been applied retrospectively.
The adoption of the new HKFRSs has resulted in changes to the Group’s
accounting policies in the following areas that have an effect on how the

results for the current or prior accounting years are prepared and presented.

Business combinations
In the current year, the Group has applied HKFRS 3 “Business Combinations”
and the principal effects of the application of HKFRS 3 to the Group are

summarised below:
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APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Goodwill

In previous years, goodwill arising on acquisitions prior to 1 January 2001 was
held in reserves. The Group has applied the relevant transitional provisions in
HKFRS 3. Goodwill of HK$10,218,000 previously recognised in reserves has
been transferred to the Group’s retained earnings on 1 January 2005.

Comparative figures for 2004 have not been restated.

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

“negative goodwill”)

In accordance with HKFRS 3, any excess of the Group’s interest in the net fair
value of acquiree’s identifiable assets, liabilities and contingent liabilities over
the cost of acquisition (“discount on acquisition”) is recognised immediately
in profit or loss in the period in which the acquisition takes place. In previous
years, negative goodwill arising on acquisitions prior to 1 January 2001 was
held in reserves. In accordance with the relevant transitional provisions in
HKFRS 3, the Group has derecognised all negative goodwill previously recorded
in reserves amounting to HK$62,928,000, with a corresponding increase to

retained earnings at 1 January 2005.

Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-based Payment”
which requires an expense to be recognised where the Group buys goods or
obtains services in exchange for shares or rights over shares (“equity-settled
transactions”), or in exchange for other assets equivalent in value to a given
number of shares or rights over shares (“cash-settled transactions”). The
principal impact of HKFRS 2 on the Group is in relation to the expensing of
the fair value of directors’ and employees’ share options of the Company
determined at the date of grant of the share options over the vesting period.
Prior to the application of HKFRS 2, the Group did not recognise the financial
effect of these share options until they were exercised. The Group has applied
HKFRS 2 to share options granted on or after 1 January 2005. In relation to
share options granted before 1 January 2005, the Group has not applied HKFRS
2 to share options granted on or before 7 November 2002 and share options
that were granted after 7 November 2002 and had vested before 1 January
2005 in accordance with the relevant transitional provisions. However, the
Group is still required to apply HKFRS 2 retrospectively to share options that
were granted after 7 November 2002 and had not yet vested on 1 January
2005. Comparative figures have been restated (see note 3 for the financial

impact).
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Notes to the Financial Statements

APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Classification and measurement of financial assets and financial liabilities
The Group has applied the relevant transitional provisions in HKAS 39 with
respect to classification and measurement of financial assets and financial

liabilities that are within the scope of HKAS 39.

By 31 December 2004, the Group classified and measured its equity securities
in accordance with the benchmark treatment of Statement of Standard
Accounting Practice 24 (“SSAP 24”).

Investments in securities held under non-current assets are carried at cost
less impairment losses (if any) while investments in securities held under
current assets are measured at fair value, with unrealised gains or losses
included in the profit or loss. From 1 January 2005 onwards, the Group classifies
and measures its equity securities in accordance with HKAS 39. Under HKAS
39, financial assets are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”, “loans and receivables”, or
“held-to-maturity financial assets”. The classification depends on the purpose
for which the assets are acquired. “Financial assets at fair value through profit
or loss” and “available-for-sale financial assets” are carried at fair value, with
changes in fair values recognised in profit or loss and equity respectively,
except for those investment in equity securities that do not have quoted market
price in an active market are carried at cost less impairment as their fair value
cannot be reliably measured. “Loans and receivables” and “held-to-maturity
financial assets” are measured at amortised cost using the effective interest
method. As a result of the adoption of HKAS 39, the Group has redesignated
the “investments in securities” under non-current asset of HK$314,430,000
and current asset of HK$226,395,000 to “available-for-sale investments”, carried
at cost less impairment, and “investments held for trading”, carried at fair
value as at 1 January 2005 respectively. No effect on the profit and loss of the

Group is resulted from this redesignation.

Financial liabilities under HKAS 39 are classified as “financial liabilities at fair
value through profit or loss” or “financial liabilities other than financial
liabilities at fair value through profit or loss (“other financial liabilities”)”.
Other financial liabilities are carried at amortised cost using the effective

interest method.
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APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Derivative financial instruments

From 1 January 2005 onwards, all derivatives that are within the scope of
HKAS 39 are required to be carried at fair value at each balance sheet date
regardless of whether they are deemed as held for trading or designated as
effective hedging instruments. Under HKAS 39, derivatives (including embedded
derivatives separately accounted for from the host contracts) are deemed as
held-for-trading financial assets or financial liabilities. Changes in fair values
of such derivatives are recognised in profit or loss for the period in which they
arise. On 1 January 2005, the Group recognised the fair value of the currency
swaps held for trading of HK$37,198,000 as a liability on the balance sheet

with a corresponding adjustments to the Group’s retained earnings.

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and buildings were included
in property, plant and equipment and measured using the cost model. In the
current year, the Group has applied HKAS 17 “Leases”. Under HKAS 17, the
land and buildings elements of a lease of land and buildings are considered
separately for the purposes of lease classification, unless the lease payments
cannot be allocated reliably between the land and buildings elements, in which
case, the entire lease is generally treated as a finance lease. To the extent that
the allocation of the lease payments between the land and buildings elements
can be made reliably, the leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are carried at cost and amortised
over the lease term. This change in accounting policy has been applied
retrospectively. Comparative figures for 2004 have been restated (see note 3

for the financial impact).

Investment properties

In the current year, the Group has, for the first time, applied HKAS 40
“Investment Property”. The Group has elected to use the fair value model to
account for its investment properties which requires gains or losses arising
from changes in the fair value of investment properties to be recognised directly
in the profit or loss for the period in which they arise. In previous years,
investment properties under the predecessor accounting standard were
measured at open market values, with revaluation surplus or deficits credited
or charged to investment property revaluation reserve unless the balance on
this reserve was insufficient to cover a revaluation decrease, in which case the
excess of the revaluation decrease over the balance on the investment property
revaluation reserve was charged to the income statement. Where a decrease
had previously been charged to the income statement and revaluation
subsequently arose, that increase was credited to the income statement to the
extent of the decrease previously charged. The Group has applied the relevant
transitional provisions in HKAS 40 and elected to apply HKAS 40 (see note 3
for the financial impact) retrospectively. Comparative figures have been

restated.
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Notes to the Financial Statements

APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

Pre-completion contracts for the sale of development properties

Previously, the Group applied the stage of completion method to recognise
revenue from pre-completion contracts for the sale of development properties.
In the current period, the Group has, for the first time, applied Hong Kong
Interpretation 3 “Pre-completion Contracts for the Sale of Development
Properties” (“HK — INT 3”) which clarifies that the use of stage of completion
method to recognise revenue from pre-completion contracts for the sale of
development properties is not appropriate. Under HK — INT 3, revenue arising
from pre-completion contracts for the sale of development properties are
recognised only when all of the criteria specified in paragraph 14 of HKAS 18
“Revenue” are met. The Group has elected to retrospectively apply the
requirements of HK — INT 3 to pre-completion contract for the sale of
development properties entered into before 1 January 2005 (see note 3 for the
financial impact). Comparative figures have been restated. The effect of
application of HK — INT 3 on the balance sheet of 31 December 2004 has
resulted in the balance sheet being restated by increase in inventory of
properties of HK$743,368,000, an increase in trade payables, other payables
and deposits received of HK$1,287,152,000, a decrease in deferred taxation
liabilities of HK$40,499,000 and a decrease in minority interests of
HK$142,636,000. The effect of HK — INT 3 also resulted in a net decrease in
profit of HK$132,421,000, which is contributed by a decrease in turnover of
HK$519,113,000, a decrease in cost of sales by HK$418,171,000 and a
corresponding increase in deferred taxation recognised to income statement

of HK$31,479,000 (see note 3 for the financial impact).

The Group has not early applied the following new standards and interpretations
that have been issued but are not yet effective. The directors of the Company
anticipate that the application of these standards or interpretations will have

no material impact on the financial statements of the Group.
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2. RAEFZRHTRER () APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (continued)
A e A 15 P& R EL HKAS 1 (Amendment) Capital disclosures !
(&2 4537)
AL F 195 AR E - E B HKAS 19 (Amendment) Actuarial gains and losses, group plans
(&2 4537) &I & and disclosures ?
Fr g3 £ 21357 RS S S HKAS 21 (Amendment) New investment in a foreign operation 2
(&2 4537)
AR %399 Ei U R A1 I il HKAS 39 (Amendment) Cash flow hedge accounting of forecast
(48 4537) X HZAEREHT intragroup transactions 2
ot R k2
AR £ 3998 PN Rt 2 HKAS 39 (Amendment) The fair value option 2
(&2 4531)
A g3 A £ 399 R PR A 492 HKAS 39 and HKFRS 4 Financial guarantee contracts 2
VESH S (Amendments)
R F A3 (8 453T)
Ak w4 BE KRR HKFRS 6 Exploration for and evaluation of mineral
F65% FAET resources !
Fr BB H P R A Ak T B! HKFRS 7 Financial instruments: Disclosures !
FTH
Fr i (BB 3 F 3R ERAEHRAT LI HK(IFRIC) - INT 4 Determining whether an arrangement
RARBERE) AL G2 contains a lease 2
—RAFRLR
Fr i (BB 3 9 3R #oak EAE LR A HK(IFRIC) - INT 5 Rights to interests arising from
RAI 2L E E) RIS E L decommissioning, restoration and
—2AEH5H HE 3 Z A A2 environmental rehabilitation funds 2
Fr i (BB 3 F 3R SAF R WL A HK(IFRIC) — INT 6 Liabilities arising from participating in
RAI 2L B E) —BEENRETH a specific market — waste electrical and
— A F 65 fa3 electronic equipment 3
A (BB P 4R AP A RGNS HK(IFRIC) — INT 7 Applying the restatement approach under
RAIDFZEE E) PR AN & £0k-9:73 HKAS 29 Financial Reporting in
—2BETH B RO A Hyperinflationary Economies *
A E 7 &
! —RERLF—A—BRZEMABZFENM ! Effective for annual periods beginning on or after 1 January 2007.
i o
2 A ZEEXF A BRI BZIFENM 2 Effective for annual periods beginning on or after 1 January 2006.
*:r‘_ &
3 —RRBEF T A —BRZIAMBZIFEY 3 Effective for annual periods beginning on or after 1 December 2005.
f'j LR
4 —ERENFZA BRI AMABZFENM 4 Effective for annual periods beginning on or after 1 March 2006.
i o
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3.  SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES

The effects of the changes in the accounting policies described above on the

BAEEEY

results for the current and prior year are as follows:

| 3L22005] 3112200

Increase in general and administration expenses in
relation to share options granted to employees
Increase in other income arising from changes in
fair value of investment properties
Increase in other income arising from changes in
fair value of derivative financial instruments,
measured at fair value through profit or loss
Increase in share of results of associates resulting from
changes in fair value of investment properties
Decrease in share of results of associate arising from
reclassification of taxation in associates
Increase in taxation in respect of deferred taxation
liabilities on changes in fair value of investment properties
Decrease in taxation arising from reclassification of
taxation from associate
Net decrease in profit resulting from the application of
HK — INT 3 (refer to note 2)

Increase (decrease) in profit for the year

BT HHFFL
HK$'000 HK$’000
(4,918) (3,593)
49,084 68
13,742 -
6,443 -
(8,454) (3,785)
(16,417) -
8,454 3,785
(8,400) (132,421)
39,534 (135,946)
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SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES (continued)

The cumulative effects of the application of the new HKFRSs as at 31 December

2004 are summarised below:

P S R AZEEWE
+=A=+—18 +=A=+—8
As at HE As at
31.12.2004 Adjustments 31.12.2004
BT FlET FlET
HK$'000 HK$'000 HK$'000
(3R % 25)) (Z7])
(originally stated) (restated)
%8 %A Retained profits 1,124,881 (364,174) 760,707
e B B A B 2 A Employee share-based compensation reserve = 3,593 3,593
BAEMET S Investment property revaluation reserve 48 (48) =
VR R Minority interests 897,629 (142,656) 754,973
SR Z M7 Total effects on equity 2,022,558 (503,285) 1,519,273
My B B R AR Property, plant and equipment 431,705 (43,131) 388,574
FAAT AL A Prepaid lease payments = 43,131 43,131
mEGE Inventory of properties 4,772,793 743,368 5,516,161
JEAT B 2R oA JE AT BR TR & Trade payables, other payables and
T A deposits received (827,361) (1,287,152) (2,114,513)
i 3EHLIA B AR Deferred taxation liabilities (44,571) 40,499 (4,072)

JER M A B P RENHAERA K Ew
F— A —BZBEAGHHY BT

The financial effects of the application of the new HKFRSs to the Group’s

equity at 1 January 2004 are summarised below:

WA R A B —

253N

oA 2 98 %

= R % 2.7 Adjustments
As as a result

originally of application
stated of HK - INT 3

7]
As restated

g & A Retained profits
D 38 &: %1 Minority interests
HR A Z 4 Total effects on equity

wUTE  BETL BEFR
HK$°000 HK$°000 HK$°000
1,015,303 (235,385) 779,918
940,867 (135,479) 805,388
1,956,170 (370,864) 1,585,306
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

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

below.

The consolidated financial statements have been prepared in accordance with
the new HKFRSs. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited and by the Hong Kong

Companies Ordinance.

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

the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during the year are included
in the consolidated income statement from the effective dates of acquisition

or disposal, as appropriate.

All intra-group transactions, balances, income and expenses are eliminated on

consolidation.

Minority interests in the net assets of consolidated subsidiaries are presented
separately from the Group’s equity therein. Minority interests in the net assets
consist of the amount of those interests at the date of the original business
combination and the minority’s share of changes in equity since the date of
the combination. Losses applicable to the minority in excess of the minority’s
interest in the subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding obligation and is

able to make an additional investment to cover the losses.

Discount on acquisition

A discount on acquisition arising on an acquisition of a subsidiary for which
an agreement date is on or after 1 January 2005 represents the excess of the
net fair value of an acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of the business combination. Discount on acquisition
of subsidiaries from shareholders is treated as capital contribution from

shareholders and is recognised in capital reserve.

—RERFEFR
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in associates

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

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.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable
and represents amounts receivable for goods and services provided in the normal

course of business, net of discount and sale related taxes.

Income from sale of properties held for sale is recognised when all of the

following criteria are met:

. the significant risks and rewards of ownership of the properties are

transferred to buyers;

. neither continuing managerial involvement to the degree usually

associated with ownership nor effective control over the properties are

retained;
3 the amount of revenue can be measured reliably;
3 it is probable that the economic benefits associated with the transaction

will flow to the Group; and

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

be measured reliably.

Interest income from a financial asset is accrued on a time basis, by reference
to the principal outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash receipts through

the expected life of the financial asset to that asset’s net carrying amount.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

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

Property management income is recognised when services are provided.

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

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

Property, plant and equipment
Property, plant and equipment other than construction in progress are stated
at cost less accumulated depreciation and amortisation, and any identified

impairment loss.

Depreciation and amortisation are provided to write off the cost of items of
property, plant and equipment other than construction in progress, over their
estimated useful lives from the date on which they are in the manner of
intended use and after taking into account of their estimated residual values,

using the straight-line method. The estimated useful lives are as follows:

Buildings 40 years or over the unexpired term of lease,
whichever is shorter

Furniture and equipment 5 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 income statement in the year in which

the item is derecognised.

Construction in progress represents assets in the course of construction for
production, rental or administrative purposes. They are carried at cost, less
any identified impairment loss. Cost includes all construction expenditure and
other direct costs, including borrowing costs, attributable to such projects.
Costs on completed construction works are transferred to other appropriate

category of property, plant and equipment.

No depreciation and amortisation are provided in respect of construction in

progress until it is completed and is ready for its intended use.

—RERFEFR
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investment 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. Gains or losses
arising from changes in the fair value of investment property are included in

profit or loss for the period in which they arise.

Impairment

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

Inventory of properties
Inventory of properties includes properties under development and properties

held for sale which are stated at lower of cost and net realisable value.

The carrying value of properties under development comprises the leasehold
interest in land together with development expenditure, which includes

construction costs, capitalised interest and ancillary borrowing costs.
Land cost includes land premium and expenditure for demolition.

Other inventories
Other inventories are stated at the lower of cost and net realisable value. Cost

is calculated using the weighted average method.

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

the Group. All other leases are classified as operating leases.

Rental expense arising from operating leases is recognised in the income
statement on a straight-line basis over the periods of the respective leases.
Benefits received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the lease terms on a

straight-line basis.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recorded in its functional currency (i.e. the currency
of the primary economic environment in which the entity operates) at the
rates of exchanges prevailing on the dates of the transactions. At each balance
sheet date, monetary items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Non-monetary items carried
at fair value that are denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a foreign currency are

not retranslated.

Exchange differences arising on the settlement of monetary items, and on the
translation of monetary items, are recognised in profit or loss in the period in

which they arise.

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

period in which the foreign operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, are capitalised as part of the cost of those
assets. Capitalisation of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs eligible for

capitalisation.

All other borrowing costs are recognised in profit or loss in the period in

which they are incurred.

—RERFEFR
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
Income tax expense represents the sum of the tax currently payable and deferred

taxation.

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 expense 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 taxation is calculated using tax rates that have been enacted or

substantively enacted by the balance sheet date.

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

neither the taxable profit nor the accounting profit.

The carrying amount of deferred taxation 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 taxation is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised based on the tax
rates that have been enacted or substantially enacted by the balance sheet
date. Deferred taxation is charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which case the

deferred taxation is also dealt with in equity.

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 profit or loss.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Trade and other receivables, amounts due from fellow subsidiaries

Trade and other receivables and amounts due from fellow subsidiaries are
subsequently measured at amortised cost using the effective interest method.
Appropriate allowances for estimated irrecoverable amounts are recognised in
profit or loss when there is objective evidence that the asset is impaired. The
allowance recognised is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the

effective interest rate computed at initial recognition.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and bank deposits and are

subject to an insignificant risk of changes in value.

Available for sale investments

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

asset. Such impairment losses will not reverse in subsequent periods.

Bank loans

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

costs.

Trade payables, other payables and deposits received, amounts due to fellow
subsidiaries and advance from a holding company

Trade payables, other payables and deposits received, amounts due to fellow
subsidiaries and advance from a holding company are subsequently measured

at amortised cost, using the effective interest method.

Derivative financial instruments
Derivative financial instruments are initially measured at fair value on the

contract date, and are remeasured to fair value at subsequent reporting dates.

Derivatives that do not qualify for hedge accounting are deemed as financial
assets held for trading or financial liabilities held for trading. Changes in fair

values of such derivatives are recognised directly in profit or loss.

—RERFEFR
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (continued)
Share-based payments

Share options granted to employees of the Group

Equity-settled share-based payments are measured at fair value (excluding the

effect of non market-based vesting conditions) at the date of grant.

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 employee share-based

compensation reserve.

At the time when the share options are exercised, the amount previously
recognised in employee share-based compensation will be transferred to share
premium. When the share options are still not exercised at the expiry date, the
amount previously recognised in employee share-based compensation reserve

will be transferred to retained profits.

Retirement benefit contributions
Payment to defined contribution retirement benefit schemes are charged as an

expense as they fall due.

CRITICAL ACCOUNTING JUDGMENT AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies, which are described
in note 4 above, management had made the following judgements that have
the most significant effect on the amounts recognised in the financial

statements.

Inventory of properties

Inventory of properties are measured at lower of cost or net realisable value.
The management of the Group reviews the carrying amount of the inventory
of properties at each balance sheet date, and makes allowance for inventory
items identified to be carried at lower recoverable value through estimation of

the expected property prices under current market conditions.

Deferred taxation

As at 31 December 2005, a deferred taxation asset of HK$248,863,000 in relation
to allowance for bad and doubtful debts, allowance for inventories and
impairment of investments has been recognised in the Group’s balance sheet.
In the opinion of the directors of the Company, these allowances will be
absorbed by profits to be generated, based on the Group’s medium business
plans and budgets, in the coming few years. Accordingly, the deferred taxation

assets are recognised in the Group’s balance sheet.

92 —RELFREFR
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Notes to the Financial Statements

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include investments in securities,
available for sale investments, trade and other receivables, investments held
for trading, cash and bank balances, trade payables, other payables and deposits
received, derivative financial instruments and bank loans. Details of these
financial instruments are disclosed in respective notes. The risks associated
with these financial instruments and the policies on how to mitigate these
risks are set out below. The management 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 2005 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.

The Group has no significant concentration of credit risk, with exposure spread

over a number of counterparties and customers.

Currency risk

The Group collects all of its revenue in Renminbi (“RMB”) and most of the
expenditures including expenditures incurred in property sales as well as capital
expenditures are also denominated in RMB. Dividends receivable by the Group
from the associates were also collected in RMB. Minimum currency risk is

noted in its operation.

RMB is not a freely convertible currency. Future exchange rates of RMB could
vary significantly from the current or historical exchange rates as a result of
controls that could be imposed by the People’s Republic of China (the “PRC”)
government. The exchange rates may also be affected by economic developments
and political changes domestically and internationally, and supply and demand
of RMB. The appreciation or devaluation of RMB against Hong Kong Dollars
(“HKD”) and United States Dollars (“USD”) may have positive or negative impact

on the results of operations of the Group.

Certain borrowings of the Group are denominated in HKD and USD. The Group
currently does not have a foreign currency hedging policy. However, the
management monitors foreign exchange exposure and will consider hedging

significant foreign currency exposure should the need arises.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Interest rate risk

The Group manages its interest rate exposure based on interest rate level and
outlook as well as potential impact on the Group’s financial position arising

from volatility.

The Group’s policy is to maintain an appropriate level of borrowings in fixed
rates and variable rates. The interest rates and terms of repayment of bank

borrowings are disclosed in note 30.

TURNOVER

Turnover represents income from sale of developed properties, property rental

income, property management and related services as follows:

SHE R EME Sale of developed properties
LA PN Rental income
My % 1R R W IR A

Property management and related services

B i BT
HK$’000 HK$’000
(Z3])
(restated)
2,547,266 1,794,098
68,101 21,881
91,519 73,701
2,706,886 1,889,680

—RELFREFR
Annual Report 2005



A A SRR 32

Notes to the Financial Statements

8.

PE:b Ea
(a) FHoH

RE-RRZFT-A=+—ALEFA

E¥m
914k
EX5y
S HEES

kB A BN
EO N SR SN
AN
KB E) 3H
JEAE T 2 3] ¥ A
e % 9

PR ALAT 3 A1
HIA

79 i A

8. SEGMENT INFORMATION

(a) Business segments
Year ended 31 December 2005

BELER
mE

Sale of developed
properties

LEZ'S Y
R E R
Property
investments
and
management

i
Consolidated

AT BT BT
HK$’000 HK$’000 HK$’000
Turnover
External sales 2,547,266 159,620 2,706,886
Result
Segment result 363,110 73,059 436,169
Unallocated interest income 1,009
Unallocated other income 13,742
Income from investments 103,921
Unallocated corporate expenses (18,183)
Share of results of associates 15,892
Finance costs (67,290)
Profit before taxation 485,260
Taxation (46,937)
Profit for the year 438,323
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8. »>#EEH ()
(a) EHaHa ()

HEZREEST A =+ —HEFE ()

R

AARER

I A s

R R AR

FE T AL 4R A SR R
S48

B W B R R
548

8. SEGMENT INFORMATION (continued)

(a) Business segments (continued)

BETLER
mE
Sale of developed
properties
BT T
HK$’000
Other information
Capital additions 109,688
Depreciation and amortisation 14,377
Allowance for bad and doubtful debts 101,759
Impairment loss recognised in respect
of available for sale investments -
Loss on disposal of property, plant and
equipment 194

R E R
Property
investments
and
management

BT
HK$’000

53,182
5,198

Year ended 31 December 2005 (continued)

A%
Unallocated

BHF A
HK$’000

109
127
2,060

7,299

i
Consolidated

BHF A
HK$'000

162,979
19,702
103,819
7,299

194

—RELFREFR
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8. 4 EEAH (%) 8.  SEGMENT INFORMATION (continued)
(a) EHor># () (a)  Business segments (continued)
BRE_BRRIF+ _A=+—BEFE Year ended 31 December 2005
WERFE
R AT
ECEE Property
Wi investments
Sale of developed and i
properties management Consolidated

BT BT BT

HK$’000 HK$’000 HK$°000

#E Assets

SHREE Segment assets 8,151,377 7,298,938 15,450,315

AT SN G X HEH Interests in associates 689,372

Ko BN E FE Unallocated corporate assets 1,635,016

Yo E SR Consolidated total assets 17,774,703
A Liabilities

PE B-Eiy Segment liabilities 5,221,304 2,378,629 7,599,933

KB E) A Unallocated corporate liabilities 1,844,927

b Btk sR Consolidated total liabilities 9,444,860

—EREFEER 97
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8. 4 EEAH (%) 8.  SEGMENT INFORMATION (continued)
(a) £ () (a) Business segments (continued)
BE-_REwmHE+ A =+—H.L4FE (&) Year ended 31 December 2004 (continued)
WERFE
R AT
ECEE Property
Wi investments
Sale of developed and i
properties management Consolidated
BT l BT
HK$’000 HK$’000 HK$°000
(£7]) (Z73]) (£71))
(restated) (restated) (restated)
BEH Turnover
95 4k External sales 1,794,098 95,582 1,889,680
ES Result
HEEHR Segment result 39,812 3,646 43,458
kB A BN Unallocated interest income 953
BN Income from investments 60,342
ko B d I Unallocated corporate expenses (12,699)
M KA Finance costs (28,636)
JEAL BN 3] E Share of results of associates 16,204
FRAHEAT 28 A Profit before taxation 79,622
HLIA Taxation (108,676)
) Eil Loss for the year (29,054)

98 —REAE R
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8. »#MAHM (#)
(a) EHaHa ()

BE_ZZwE+_A=+—80LEE (&)

F A

FREA

R VE 2

S IR ARAR

Wk A

B HAE A AR R
fi548

8. SEGMENT INFORMATION (continued)

(a) Business segments (continued)
Year ended 31 December 2004 (continued)

R AT
ECERE Property
¥ investments
Sale of developed and k4B
properties management Unallocated

BT T HHFFL A

HK$°000 HK$’000 HK$’000
Other information

Capital additions 2,294 17 —
Depreciation and amortisation 20,283 226 124
Allowance for bad and doubtful debts 116,671 - -
Allowance against inventory of properties 10,441 - -
Impairment loss recognised in respect

of investments in securities = - 4,450

i
Consolidated

BHF A
HK$'000

2,311
20,633
116,671
10,441

4,450

—RERFEFR
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8. A (4) 8.  SEGMENT INFORMATION (continued)
(a) £ () (a) Business segments (continued)

AZBEWELZA =8

At 31 December 2004

WERFE
R E R
e Property
BRME investments
Sale of developed and i
properties management Consolidated

phEtL BB FL BETR

HK$’000 HK$’000 HK$°000
(Z71]) (£7])
(restated) (restated)
#E Assets
SHREE Segment assets 8,721,397 26,633 8,748,030
AT NG 2 A S Interests in associates 694,253
KB d HE Unallocated corporate assets 932,425
A ERM Consolidated total assets 10,374,708
A Liabilities
PE B-Eiy Segment liabilities 1,936,535 71,140 2,007,675
KB E) A Unallocated corporate liabilities 3,883,986
b Btk sR Consolidated total liabilities 5,891,661
(b) wAREBRETENLLEEEH AT (b)  No geographical segment analysis is shown as the Group’s operating

VA S 2 5] B R E e o AR K
ERAFEHEATE N

—ERELEEFR
Annual Report 2005

business is solely carried out in the Chinese Mainland. All the assets of

the Group are situated in the Chinese Mainland.
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Notes to the Financial Statements

9. HAbson 9.  OTHER INCOME
* Eal s
HK$’000 HK$°000
BEADENTFRAEHZ N E Gain on changes in fair value of investment properties 49,084 68
RS &SN N Dividend income from listed securities 7,242 1,609
R & Exchange gain 70,064 =
& M R B R R B Gain on disposal of property, plant and equipment - 68
FEHN Interest income 28,143 15,719
HEEFRFATREES Gain on changes in fair value of investments held
Z M H for trading 96,679 58,733
ITAEERITENTRIAES Gain on changes in fair value on derivative financial
Z M H instruments 13,742 =
F Others 12,900 9,666
277,854 85,863

—EREFEFR
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10. £¥84 10. DIRECTORS’ EMOLUMENTS
CATRIEAT T 144 (ZEEwWEF144) TFX The emoluments paid or payable to each of the 14 (2004: 14) directors were as
B 4 4o T follows:
5% wRF A%
HEA fEE  EREZ K %kE  MER shi ~RE1%
9 H& Lau £ ®E R E§ He Paul  Chi Wang, i Wong Ho Wing Total
WangYin ~ YanBiao Pak Shing ~ ZhongYi ChenYing  Chen Kai Tang Yong Zheng Rong  Wolansky Ralph ~ Wang Shi ~ Kong Chi  Hin Ngai Ching 2005
Bbtn BFtr BEfR RRfA AR BRA BEPR BEPR Bt REPR BFPR BEfR REfR RRtR BRPR
HES'000  HESO000  HKS000  HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKSO000  HKS000  HKS000  HKS'000  HKS000  HKS000  HK§'000
A Fees
EXiE Executive directors (] (] m (] (] (] (] (] - - - - - - 560
FihEE Non-executive directors - - - - - - - = 70 10 = = = = 140
Rifilies Independent non-
executive directors - - - - - - - - - - 100 100 32 68 300
0 0 10 0 10 0 0 70 0 10 100 100 32 68 1,000
Feas Other emoluments
FARLMAA Salaries and other benefts 78 - - - 873 760 §71 749 - - - - - - 0%
BRENL Share option expense - 246 I} - 129 19 129 129 - - - - - - 806
EA AR Contribution to retirement
henefits schemes 67 - - - 3 31 31 3 - - - - - - 191
Heug Total emoluments 850 26 4 - 1,033 920 1,031 909 - - - - - - 5,033
5% 5% L]
Ning HEA e ERE  Keng FEE  AAEF 2REnk
Gao Ning, 19 HE& Lau £ wE R E§ He Paul  Chi Wang, ik Wong Shi Total
PFrank  WangYin ~ YanBiao Pak Shing  ZhongYi ChenYing  ChenKai Tang Yong Zheng Rong ~ Wolansky Ralph ~ Wang Shi ~ Kong Chi Wing Ching 2004

A

VIR E:
e
BitiirE®

Elas
FertpRA
BIHRL
BkBAHER

7% 4]

Fees
Executive directors
Non-executive directors
Independent non-executive
directors

Other emoluments
Salaries and other benefits
Share option expense
Contribution to retirement
benefits schemes

Total emoluments

Bt REEL RBEG BEER RtG REER RBtR RERR BtR REER RtL REER RBtR REER RER
HESUOO HRSUO  HRSOO HESON HESOOD HKSON) HKSON RSO0 HRSUO  HESWNO HKGWO HKSON HESON) HKSOD)  HRSOO
W owm w owm W w W » - - - -
= = = = = = = = = 2 2 = = = 1
e T T
now owm W owm W owm W mww % s
- - - - - 689 611 98 653 - - - - - 2,751
- - - - - 26 216 216 26 - - - - - 1,104
- - - - - 18 18 18 18 - - - - - V)
- - - - - 983 905 1,092 %7 - - - - - 391

—RELFLFR
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Notes to the Financial Statements

11. &E8& 11. EMPLOYEES’ EMOLUMENTS
AEBALBRGUAALT O =4 (ZEEw Of the five individuals with the highest emoluments in the Group, three (2004:
FiZ %) ARXFEEF MEFZH A RN LI three) were directors of the Company whose emoluments are included in the
M 10WME-ELBRELE (CEEWFE RL)A disclosures in note 10 above. The emoluments of the remaining two (2004:
+Z B4 two) individuals were as follows:
R NS -
* Eal s
HK$’000 HK$°000
Fr o A b Ag A Salaries and other benefits 2,314 2,100
B ARAE A 3 E AR AR Contribution to retirement benefits schemes 37 12
e R REAZL AL Performance related incentive payments 200 220
2,551 2,332
HEZB AT T EE Their emoluments were within the following bands:
% B AE

No. of employees

e s

£ — 3% %1,000,000T Nil to HK$1,000,000 1 1
#11,000,0015T £ ##2,000,000T HK$1,000,001 to HK$2,000,000 1 1
2 2
12. ##%H %A 12. FINANCE COSTS
| 200 2004
* Eal s
HK$’000 HK$°000
TFAB XA E: Interest on:
T 45 B AR S Convertible bonds - (28)
SRAT R Bank loans (186,413) (101,922)
AR AT MR Other bank charges - (1,830)
(RN Total borrowing costs (186,413) (103,780)
TR B R Less: Amount capitalised in properties
WEE A under development 119,123 75,144
(67,290) (28,636)
AFEWAFTAZIBERERA L8 —RER & Borrowing costs capitalised during the year arose on the general borrowing
HEFTERASTR T EZN L HA R R pool and are calculated by applying a capitalisation rate of 4% (2004: 4%) to
4% (R R wF:14%) 35 - expenditure on qualifying assets.
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13. #t=&

13. TAXATION

| 25 2004

X e
Py #4408
¥ B Py b AT AR AL Ik
B AR AR (BHRR)
¥ B Py b4 AT AR AL Ik

% 3E AR (I 3222)

AR B JE A5 AR

The charge comprises:
Current tax:
Chinese Mainland enterprise income tax charged

Over(under) provision in prior years:

Chinese Mainland enterprise income tax charged

Deferred taxation (note 22)

Taxation attributable to the Group

7 BT T
HK$’000 HK$’000
(50,661) (61,814)
24,202 (84,737)
(26,459) (146,551)
(20,478) 37,875
(46,937) (108,676)

A8 S B4 P B P9 b f BT AT AL e AR L ARR
R A B PO R T A ) 6448 W 4 S T AR AL R
AR SR B TR ERALE A S AT A

ARAE B R AE R P B AR AT JE R AL
o ¥ B B SRR AR B A R A AT AL
Hio

WAEF B ARE— R W B A G L — I
NF B ZRER ZFRBAE LR A F
P BT A h B8 S AL RS SRR M X BLIA ke

—ERELEEFR
Annual Report 2005

Provision for Chinese Mainland enterprise income tax for both years has been
made based on the Group’s estimated assessable profits calculated in accordance
with the relevant enterprise income tax laws applicable to the subsidiaries in
the Chinese Mainland.

No provision for Hong Kong Profits Tax has been made in the financial

statements as the Group did not have any assessable profits for both years.

The underprovision in prior years represent tax charge in connection to an
additional tax assessment made in that year against a subsidiary’s assessable

profits in respect of the years of assessment 1998-2002.
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Notes to the Financial Statements

13. #LA (%1)

A AT GO B SR B AR

4o T

BT 3

13. TAXATION (continued)

The taxation charge for the year can be reconciled to the profit before taxation

per the consolidated income statement as follows:

* Eal s
HK$’000 HK$°000

FhALAT i3 A1 Profit before taxation 485,260 79,622
B AL T A 8] £ A Less: Share of results of associates (15,892) (16,204)
K E) B H B 8] JE A Profit before taxation attributable

PR LA 25 A to the Company and its subsidiaries 469,368 63,418
He R IbAHLF33% (=R AR vF:33%) Tax charge at domestic tax rate of

FHEZ AR 33% (2004: 33%) (154,891) (20,928)
SLALFE IR A e R X Tax effect of expenses not deductible for tax purpose

P A (20,073) (10,278)
FRALH R BB RHRNZ Tax effect of income not taxable for tax purpose

Bt & 47,512 31,438
KAEDBHIAGIR LA H B Tax effect of tax losses not recognised (6,897) (29,284)
B 1845 b R M A BLIE AR Utilisation of tax losses previously not recognised 7,431 5,113
HERAE FURANZIHHYHE Tax effect of income under different tax base (Note)

(M 32) 55,779 -
AR A R R R Over (under) provision in prior years 24,202 (84,737)
RSF AR I Taxation charge for the year (46,937) (108,676)

Mz AMBAISEAEGEA S EH210% L3 Note:  Amount represented income tax charged on subsidiaries based on 10% of turnover

T3 B A 8) BOK X T A3 o

as deemed profits.

—EREFEER
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14. FwiaA (F4R) 14. PROFIT (LOSS) FOR THE YEAR
Y N NI
* Eal s
HK$’000 HK$°000
(Z31)
(restated)
FREA (FE) Sderk: Profit (loss) for the year has been arrived at after charging:
T EH A Directors’ emoluments
a4 Fees 1,000 370
AR b A Salaries and other emoluments 5,033 3,927
F Ao B TARA Other staff costs 66,498 43,713
BARAGF R A T BL1EF] A Retirement benefit cost, excluding amount included
FTEM L A in directors’ emoluments 8,910 4,704
ol B AR AR A B 2 (OF L4 Other share option benefits expenses (excluding amount
5| b EFE 2R ) included in directors’ emoluments) 4,112 2,489
B TR A Total staff costs 85,553 55,203
RO ABRTHETRER Less: Amount capitalised in the properties under
development (11,381) (17,291)
74,172 37,912
FERA B XX A H R A Cost of inventories recognised as expense 2,133,519 1,662,256
7\ % dh 5 RN A B ARG Allowance against inventory of properties included
in cost of sales - 10,441
5 B — AR BRAT R Z 2 T & Impairment loss recognised in respect of available for sale
BE B HE K AR investments/investments in securities included in general
J&5 48 and administrative expenses 7,299 4,450
A% 3 ER B A Auditors’ remuneration 2,110 1,597
TA AT AR 4 Hi4H Amortisation of prepaid lease payments 923 923
L& 2 Depreciation and amortisation 19,702 20,633
th & A R B R A B AR Loss on disposal of property, plant and equipment 194 =
oAk T e N B HLIR (PN Share of tax of associates (included in share of results
JE AL B 5 3] B of associates) 8,454 3,785
BAWEML A Gross rental income from investment properties 68,101 21,881
BeFNEEASRAZIEZF Less: Direct operating expenses from investment properties
MEZ HELER L that generated rental income during the year (48,152) (17,533)
19,949 4,348

—RELFLFR
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15. k&,

=

15.

DIVIDENDS

38 fE

IR R M MR B — AR 3.34
(=R R w5 B R HE3.000)

) A A AT A% o B O IR
R

per share

Ordinary shares:

share options

Bk i BT
HK$’000 HK$’000
Final, proposed — HK3.3 cents per share (2004: HK3.0 cents)
102,679 45,080
Additional final dividend for prior year due to exercise of
200 -
102,879 45,080

Ao 8 3 A FIRAT KRB R
(ZRRwF B3 040) » 75 A%
¥ 8 3,111,483,691 MM 43t b A AR R
AR SRR KRG

16. # &2 A
ERN R L R PN ST Y E R S ¥
#1758 T AR5

16.

The final dividend of HK3.3 cents (2004: HK3.0 cents) per share has been
proposed by the directors of the Company which is based on the latest number
of shares of 3,111,483,691 in issue and is subject to approval by the shareholders

in the forthcoming general meeting.

EARNINGS PER SHARE
The calculation of the basic and diluted earnings per share attributable to the

ordinary equity holders of the Company is based on the following data:

BT BT
HK$’000 HK$°000
(Z31)
(restated)
2 A Earnings
e B R KB A 2 2B A Earnings for the purpose of basic earnings per share
(23] B R B A AL (profit for the year attributable to equity holders
KA A) of the Company) 384,512 21,361
H He FEAF R 84 T 8 AR Effect of diluted potential ordinary shares:
T 35 R A A B Interest on convertible bonds - 28
sl AT TR A A A L4 Amortisation of direct expenses on issuance of
convertible bonds - 5
F AR A e B A 2 B A Earnings for the purpose of diluted earnings per share 384,512 21,394

—EREFEER
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16. AR ZA (47) 16. EARNINGS PER SHARE (continued)
(Z31)
(restated)
Ry A Number of shares
F ARt B R R B A 2 e A Weighted average number of ordinary shares for the
LB EER purposes of basic earnings per share 1,552,007,867 1,502,667,428
7V A HE AR A 5 E Effect of dilutive potential ordinary shares
— BB AR HE — Share options 25,016,462 4,420,754
— T4 IR A — Convertible bonds - 217,249
JA AR B R e B A 2 L@ B3 B Number of ordinary shares for the purposes of diluted
earnings per share 1,577,024,329 1,507,305,431
EHBREHZIHE Impact of changes in accounting policies
T AR AR AR W B Z Y The following table summaries the impact on both basic and diluted earnings
per share.
HERAKREA AR B A
ZHE ZHE
Impact on basic Impact on diluted
earnings per share earnings per share
2005 2004 2005 2004
A AL AL A
HK cents HK cents HK cents HK cents
AEAT ZHRETF Reported figures before
adjustments 24.6 10.0 24.2 10.0
EHB R EHE R AL Adjustments arising from changes
in accounting policies 0.2 (8.6) 0.2 (8.6)
24 F7) As reported/restated 24.8 1.4 24.4 1.4

—RELFLFR
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17. %% B A EAM 17. PROPERTY, PLANT AND EQUIPMENT
TR EHIAE
Furniture # %  Construction
T and Motor in #t
Buildings equipment vehicles progress Total

AT BT B BT BT

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
A& H THE GROUP
A COST
H_BEEwWFE—H—8 At 1 January 2004 436,141 17,313 13,243 = 466,697
NE Additions = 1,779 532 = 2,311
£ Disposals = (870) (422) = (1,292)
A_REWF+—_A=+—8 At 31 December 2004 436,141 18,222 13,353 = 467,716
483 Currency realignment 10,773 382 299 = 11,454
NE Additions 82,976 29,034 1,676 = 113,686
B T B N 3] i IR AF Acquired on acquisition of

subsidiaries 8,768 16,865 4,757 18,903 49,293
£ Disposals = (678) (1,354) = (2,032)
H_REAF+_A=+—8 At 31 December 2005 538,658 63,825 18,731 18,903 640,117
RV E 2 DEPRECIATION AND
AMORTISATION

H_BEEwWFE—H—8 At 1 January 2004 41,106 8,599 10,081 = 59,786
& Provided for the year 15,666 3,938 1,029 = 20,633
B B4 Eliminated on disposals = (855) (422) = (1,277)
H_BEEWE+ A =+—8 At 31 December 2004 56,772 11,682 10,688 = 79,142
B3R Currency realignment 1,603 217 256 = 2,076
& Provided for the year 13,923 4,597 1,182 = 19,702
B B4 Eliminated on disposals = (484) (1,354) = (1,838)
H_BEERIF+_A=+—8 At 31 December 2005 72,298 16,012 10,772 = 99,082
B E 15 CARRYING VALUES
H_REAF+_A=+—8 At 31 December 2005 466,360 47,813 7,959 18,903 541,035
A REWF+—_A=+—8 At 31 December 2004 379,369 6,540 2,665 = 388,574

HEFATA P B PR 2L BAAL A A o

Buildings are located in the Chinese Mainland and are held under medium-

term leases.
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18. FEAHALA
AEBZFAAAEEA TR P b B4
Fr A o FAATAL A #:50F HA HE 44 o

19. #FHE

18.

19.

PREPAID LEASE PAYMENTS
The Group’s prepaid lease payments are situated in the Mainland China and
held under medium term leases. The prepaid lease payments are amortised

over 50 years.

INVESTMENT PROPERTIES

PSS
HK$°000

AR FAIR VALUE

A_EEWE—H—H At 1 January 2004 =
BEAMELT Transferred from inventory of properties 440,732
AN R AR Z N T B3 e Increase in fair value recognised in income statement 68
IZEEWE+ A =+—8 At 31 December 2004 440,800
AL 98 A Currency realignment 9,848
Bid AT A Acquisition of subsidiaries 5,951,377
NE Additions 3,759
A AMELFE Transferred from inventory of properties 512,766
AN 3R R FE R Z N AE RS e Increase in fair value recognised in income statement 49,084
Hh=EEArHE+-_A=+—8 At 31 December 2005 6,967,634

AEBBRAMEA_REIF+T_A=+—8
ZAFE YRR EREAMEZIBIOAR
& AR BT B R AR T AR AT RN 8] AN B AT
F A8 2 R JEAR o # IR AL TR AL AT TR AN 8] A6 4R
7 24 (Institute of Valuers) & B » #4 & &
o RETAFEAEALE MY EZ 8B
B M AE LT & B B304 JE A - 75 4 B JA A
E2 R H @A GERF S

FEEARTALIAMFEALENEIMAT L
WZEHMEREZAANTFEHEXFE L5
HARIMERAME-

A EEFHE+_A=+—A KAEBRKITY
#42289,102,000 X & A £ (—E R
) AF AR E B R AATRR T XAV

—RR AR
110 Annual Repor’t‘ZOOS

The fair value of the Group’s investment properties at 31 December 2005 have
been arrived at on the basis of a valuation carried out on that date by CB
Richard Ellis Limited, independent qualified professional valuers not connected
with the Group. CB Richard Ellis Limited are members of the Institute of
Valuers, and have appropriate qualifications and recent experiences in the
valuation of similar properties in the relevant locations. The valuation, which
conforms to International Valuation Standards, was arrived at by reference to

market evidence of transaction prices for similar properties.

All of the Group’s property interests in leasehold land to earn rentals or for
capital appreciation purposes are measured using the fair value model and are

classified and accounted for as investment properties.

The Group has pledged investment properties of approximately
HK$2,289,102,000 at 31 December 2005 (2004: Nil) to secure general banking
facilities granted to the Group.
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20. AMBNIN MR 20. INTERESTS IN ASSOCIATES
* Eal s
HK$’000 HK$°000
AT AN G JE E TR A ZRA Cost of unlisted investments in associates 65,831 65,831
JEAE A 3 A » 48 de TR SR Share of post-acquisition profits, net of dividend received 392,833 392,273
458,664 458,104
JEN — R I %N 8] A 42 o TR I&AH  Amount due from an associate, net of allowances 230,708 236,149
689,372 694,253
AEBBENE M ARBEE R =T Summarised financial information in respect of the Group’s associates is set
out below:
* T Eal s
HK$’000 HK$°000
A EHAA Total assets 1,765,474 1,740,507
A 1k s Total liabilities (777,698) (596,692)
FESE Net assets 987,776 1,143,815
A SR B REAE T BN ] XA E AR Group’s share of associates’ net assets 458,664 458,104
Pl -2 Revenue 116,012 102,931
£ 79 % A Profit for the year 25,467 31,535
AR B FE AL B8 3] XS 9 i A Group’s share of associates’ profit for the year 15,892 16,204
B — RSN FOALERIT LER LR The amount due from an associate is unsecured, interest free and does not
RREHP AN ETERAZFHALTEALK have fixed terms of repayment. In the opinion of the directors of the Company,
K+ =18 A IR E IR AE IR AR B2 A o Bk the amounts will not be repayable in the next twelve months, accordingly, the
AR ST 4B AR 2 o amounts are shown as non-current. The carrying amount approximates to the
fair value.
A BTSN G X F R 22410) - Particulars of the Group’s associates are set out in note 41(b).
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21. ##F

21.

INVESTMENTS

BT
HK$’000
TR ERA: Available for sale investments:
LR PUP I o o S Unlisted equity securities in the Chinese Mainland 371,908
R IRAR B AR Less: Impairment loss (12,642)
359,266

WA R I E B AT T AR Ae 4B
SENMNEZEE LR ABANEFRS
AL SR T B BOR M R AR de Tk
AR 7 B o

WA BGENEIORMAT A _REAHF
—A—aR FABBELAR TR ABE ST
SRNEHSBATHEERTRIMEE FR
FoA_REwE+_A=+—8 FAHE
FHH BB FAAE 4 0 A B H314,430,000
TR #5226,390,0007T 0

—RELFREFR
Annual Report 2005

The above were stated at cost less impairment since the equity investments do
not have a quoted market price in an active market and the range of reasonable
fair value estimates is so significant that the directors of the Company are of

the opinion that the fair value cannot be reliably measured.

From 1 January 2005 onwards, non-current investments in securities and
current investments in securities have been reclassified to available for sale
investments and investments held for trading respectively, in accordance with
the requirements of HKAS 39. At 31 December 2004, non-current investments
in securities and current investments in securities amounted to HK$314.43

million and HK$226.39 million, respectively.
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22, HEMAEFE (AHK) 22. DEFERRED TAXATION ASSETS (LIABILITIES)
T AEARFEERBEFZCHERZL TR REIL The followings are the major deferred taxation assets (liabilities) recognised
HIBEE (AE) ARHME S and movements thereon during the current and prior years.
RERRT
LES A
Profit on BREDE ES 4590
pre-sale of Investment Allowance
properties properties for bad and
under (W32) doubtful Hb st
development (Note) debts Other Total
BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A _EEwFE—H—R At 1 January 2004 (71,978) = 165,973 34,949 128,944
EHRREGIHE Effect of changes in accounting
(W 3£2) policies (note 2) 71,978 = = = 71,978
- - 165,973 34,949 200,922
HA (e f) KEEKN Credit (charge) to income
for the year - (4,072) 38,502 3,445 37,875
Hh_EERrE—HA—H At 1 January 2005 - (4,072) 204,475 38,394 238,797
A 98 Currency realignment = (91) 4,568 858 5,335
HA (e f) KEEKN Credit (charge) to income
for the year - (21,046) (2,759) 3,327 (20,478)
W B 3] E A Arising from acquisition of
subsidiaries - (482,733) - - (482,733)
AZEERFE+ A =+—8 At 31 December 2005 - (507,942) 206,284 42,579 (259,079)
Mii: BADEZ LSRG ITE LA AT E Note: The deferred taxation on investment properties represents the tax effect of
Z AP ELEBE LARARZ A ENTA temporary differences arising as a result of the differences between accounting
F B XA eI AT A R depreciation and tax depreciation and on changes in fair value of investment
fi o properties. Other represents allowance for inventories and impairment of
investments.
AR XA YN T Analysis of the deferred taxation balances at the balance sheet date is as
follows:
BT BT
HK$’000 HK$°000
HIEAIE K E Deferred taxation assets 248,863 242,869
EIEALA Bt Deferred taxation liabilities (507,942) (4,072)
(259,079) 238,797
AnE EEFR A HAGIE AL IR AR R No deferred taxation has been recognised in respect of estimated tax losses of
B hAE R X B 4 JERALE A I Bk R HK$316,482,000 (2004: HK$318,100,000) as, in the opinion of the directors of
316,482,000 (=& & w 1 4318,100,000 the Company, it is uncertain that the tax losses can be utilised offset future
) XAk ALIE B A8 A R R 32 AL A o AL A BT AR taxable profit under local tax jurisdictions. The tax loss could be carried forward

K% T 5 for a maximum of 5 years.

—EREFEER
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23. HEAEH 23. INVENTORY OF PROPERTIES
2005 2004
* Eal s
HK$’000 HK$°000
BREPHE Properties under development 4,997,773 4,564,010
KEME Properties held for sale 1,070,554 952,151
6,068,327 5,516,161
W EGFAAT B AR A LA o TAH The inventory of properties were located in the Chinese Mainland under medium
THhELAALFT EA KK ZHELEE N> term lease. Inventory of properties which are expected to be recovered in more
HMARHAE RBAALZFHERANTARANE than twelve months after the balance sheet date are classified under current
B EEE SR asset as it is expected to be realised in the Company’s normal operating cycle.
24, A AEH 24, OTHER INVENTORIES
|20 2004
* T Eal s
HK$’000 HK$°000
JR A Raw materials 445 6,818
AL A Consumables and others 9,844 27
10,289 6,845
R RALT) e The inventories were carried at cost.
25.  JEMCPRARE F AL KRR IR 25. TRADE AND OTHER RECEIVABLES
BT BT
HK$’000 HK$°000
JE N B 2 Trade receivables 717,955 584,159
F b JE N AR A B FAAT 2R Other receivables and prepayments 548,576 707,492
W R EHRE Less: Accumulated impairment (501,848) (386,062)
764,683 905,589

EAREDOEHRE AED—HAELT
KR HEFERE-

Due to the nature of business of the Group, the Group generally grants no

credit period to its trade customers.

—RELFLFR
1 ]-4 Annual Repor{{ 2005
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25.

—4% 7
—$ 2k

JEOMBR AR B At O BR R (47) 25.

AR Z RN IR IR M e T

Within one year
Over one year

TRADE AND OTHER RECEIVABLES (continued)

The following is an aged analysis of trade receivables at the balance sheet date:

2005 2004
B EXE
HK$’000 HK$’000
351,554 156,690
70,106 193,518
421,660 350,208

26.

27.

28.

IZEEAF+ A =+—8 KEBBKK
BB H A JE YRR TR Z T A S AR JE AR & AR AR
o

JENC R 4 W B A E) #0R 26.

HMBOAL £ 2 ERIAHD —F IR
KNG EFRLRIEILA T A

BERBATHSE 27.

AR F QIR IATT A BN
HHBEBA_ERERIET A=+ —BZH®
B S E AR 35 o

JEAT BB Al JEAT BR A A BT A 28.

The fair value of the Group’s trade and other receivables at 31 December 2005

was approximate to the corresponding carrying amount.

AMOUNTS DUE FROM FELLOW SUBSIDIARIES
The amounts are unsecured, interest-free and repayable within one year. The
directors of the Company consider that the carrying value approximates the

fair value.

CASH AND BANK BALANCES
Cash and bank balances comprise short-term bank deposits at prevailing market
interest rates. The carrying amount as at 31 December 2005 approximates the

fair value.

TRADE PAYABLES, OTHER PAYABLES AND DEPOSITS
RECEIVED

AT A AT
HK$’000 HK$°000
(Z31)
(restated)
JEAT B3R Trade payables 1,094,841 582,305
FAE M E T IKITE Deposits received from pre-sales of properties 1,178,065 1,195,363
A JE AT REOR AT R R Other payables and accrued charges 405,305 336,845
2,678,211 2,114,513

—EREFEER
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28. AT R HALBAT R A CKITE 28. TRADE PAYABLES, OTHER PAYABLES AND DEPOSITS
(#%) RECEIVED (continued)
AR X AP RIS T The following is an aged analysis of trade payables at the balance sheet date:
BT T
HK$’000 HK$’000
—F R Within one year 953,938 526,976
—F 2k Over one year 140,903 55,329
1,094,841 582,305
I EREEF A=+ —8 KEB AR The fair value of the Group’s trade payables, other payables and deposits received
oo B JEAT BE VA R B ST A 2 A A S48 JE at 31 December 2005 was approximate to the corresponding carrying amounts.
AR ) AL AR 25 o
FAMTAGAE D RFT_MA KL FXITAEY Deposits received from pre-sale of properties which is expected to be settled in
EOWITA L BEAAD AL RR AT ETE more than twelve months after the balance sheet date is classified under current
TR T A KRN E S ER 4 Eo liability as it is expected to be settled in the Company’s normal operating
cycle.
2. AR LWEAGHIE —F A 29. AMOUNTS DUE TO FELLOW SUBSIDIARIES/ADVANCE
3 FROM A HOLDING COMPANY
H MBI L BRI 5 B R AR E 2 The amounts are unsecured, interest-free and repayable on demand. The
BN E] 2Pk e A KNG — R B advance from a holding company has been subsequently converted into capital
AXEABE R AN FEFRLLHRAIELAT investment in a subsidiary of the Company. The directors of the Company
fEAR 2o consider that the carrying value approximates to the fair value.

—RELFREFR
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30. SRATHR 30. BANK BORROWINGS
BT BT
HK$’000 HK$°000
A& AT Secured 1,345,400 =
kAT Unsecured 4,456,348 3,750,019
5,801,748 3,750,019
AT F B M AR Bk e Carrying amount repayable:

BB RR—FN On demand or within one year 1,842,210 1,937,000
—F VA EAn AR i o More than one year but not exceeding two years 1,047,490 554,600
WA BB R AR i A More than two years but not more than five years 2,912,048 1,258,419
5,801,748 3,750,019

BRI AR 5N Less: Amounts due within one year shown
P2 Fom under current liabilities (1,842,210) (1,937,000)
3,959,538 1,813,019

AEBAAMER TR AT A
HMAZAE R R T

The Group’s borrowings that are denominated in currencies other than the

functional currencies of the relevant group entities are set out below:

BT BT
HK$’000 HK$°000

B Hong Kong dollars 320,000 320,000

E S United States dollars 218,224 218,224

538,224 538,224
HHBAOIEETHBA LA ELIIR (ZREW Amount included fixed-rate bank loans of HK$3,507,546,000 (2004:
4L TR)FEBZEERTRBE HK$1,662,530,000) which carries interest at average fixed rate of 4.9% (2004:
3,507,546,000C (=& R vy % H1,662,530,000 4.7%) and variable-rate borrowings of HK$2,294,202,000 (2004:
) B g Ar BARAT R E A7 8 7 m0.45 2 S 44 HOSR HK$2,087,489,000) which carried interest at HIBOR + 0.45% and LIBOR +
TR ENE S ISR (= BERvwF A B RITR 3.50% (2004: HIBOR + 0.45% and LIBOR + 3.50%). The loans are repayable by
£ 78 5 m0.45 )2 S FARAT R £ A7 8 55 m3.5 instalments or in a lump sum upon maturity in accordance with the terms set
) 3H 82 B R R 2,294,202,000T (=& out in the respective loan agreements. The directors consider that the carrying

g4 5 H2,087,489,000T) o AR IEAD MR B value approximates to the fair value.
HAT B RBIAAZ B SRR —FBIE
BoFFRAROMEMN TN

—EREFEER
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30.

31.

T s s

AT R (8)
VA bR IR B HOF A2 5 12,280,336,000 T
(ZRRwF:#%487,860,0000) & #
**218 223,000 (=& K va 4 % %314,957,000
) Z BB P B EMAEN (EE) HRe
%ﬂ”%%$§®3%A#%%m9%0%wt
(=R Evwg £ 3 1819,000,000T) X 44T & #
ERAMREM RSO EN (£8) 4%
BB PR T R R 8] BT R AR
435% °

A 8] A

30.

31.

BANK BORROWINGS (continued)

Included in the loans of the Group above, loans amounting to HK$2,280,336,000
(2004: HK$487,860,000) and HK$218,223,000 (2004: HK$314,957,000) were
guaranteed by CRNC and CRH respectively. Also, in respect of bank loans of
the Group amounted to HK$819,000,000 (2004: HK$819,000,000), in accordance
with the terms of the respective loan agreements, CRH is required to hold not
less than 35% of the issued share capital of the Company at any time during

the period of the loans.

SHARE CAPITAL OF THE COMPANY

Number of shares Share capital

AR @A 0,100
i g

R

4

AR ERFNA TR
3 (W32)

o

E AT R R

S

A7 4% B R AHE (LI 3232)

A 2 BR8] ZAXAE
o BAT (LI 3£33)

Ordinary shares of
HK$0.10 each

Authorised:

At the beginning of the year

Increase on 27 June 2005
(Note)

At the end of the year

Issued and fully paid

At the beginning of the year

Exercise of share options
(see note 32)

Issued in consideration for the
acquisition of subsidiaries
(see note 33)

BAr#A
2004

BT BT

HK$'000 HK$’000
2,000,000,000  2,000,000,000 200,000 200,000
3,000,000,000 - 300,000 -
5,000,000,000  2,000,000,000 500,000 200,000
1,502,667,428  1,502,667,428 150,267 150,267
15,397,000 = 1,540 -
1,255,606,263 = 125,560 =
2,773,670,691 1,502,667,428 277,367 150,267

Mizi: REMREA_EEZFAA_FLRBB
T k%% %8 8939 3£3,000,000,000 8% A
FE@ A0 . 1 X KA G kA Y
#4200,000,000T3% £ 3 %500,000,000T 0 7
FEMGBNAE T @B R FHRAF
WL o

—RR AR
Annual Report 2005

Note: Pursuant to a written resolution passed by the shareholders on 27 June 2005, the
authorised share capital of the Company was increased from HK$200,000,000 to
HK$500,000,000 by the creation of an additional 3,000,000,000 shares of HK$0.1
each, which rank pari passu in all respect with the existing shares.
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32.

A R A <t 8

N8 S I RCHE ST #)  Bp [ 3] ) &[5 34
EIREP R TR E EO L EE S IR E
AF R AN B AR

\aw-

TS AN R —EA R REE LA =
BB FEL &&%ﬁm1%‘Ai %
T — B AT AR A A B RS o
r—4%—A=+—8" $¢ﬂ&$%ﬁ%¢
CHE AR AR 2Ol R HE o B 3
%%ﬂ%%%$ ) B F T N 8] Z AR
AN EFEN) ARBEFI AN
BRI ZATIE AR AT AR R AT AR B
—RE—FHA—BAERAZHF RIS H AT
AN E A dkmA ETARA ([ EF48 ) %
HFZATE R R RARA RN DX
fHoE 33 X B MR AEAT AL L B3 T & Stk
ZOBITRT THEATZ R D HE RS AN
—RE—FAA—BAEA X EFRAESFZ
ko

E«

Poof Py omom oo
E A

%@‘mr

\&s)xm(\\ﬂ% | —\-W‘

B IEMEAER —_F— A=+ —A 2B
FREEREDRANG RN BT K
NEAFEGTEE AL BER B BRM #
ELEBEAE ORRANIATRIEHITE
FiRHAANG ZEMBERE - FTRIEIITEE
it e DRI EAKER
2 B FRAM - B M R B M AR AT K
ANB g B ARANE KR B S NE) A7H
BERREZR R ADNE X FTE fTHARAL
FEMEGTRANR T B R B AR
#etE o ANE EEF R A RAMEZATEAR
BEREEAA T ZHZ RSB RN BN E
SRR E B TR R A TS A
BhHEOWNABELENXFHRFTREE NG
A8 o AR IR AT 3T ) 4% b A iy R AT 48 Z BT AT B B HE
FEARBATEET T BT 8 AR AR
F 2T B M 4% kX BT B R A AT T LB
FZBD KSR AR E LS EHFE TT
BZRHEB 2 AMEAEHFEITH ETA
A FT A2 E R

ARIEATARIAF I AR ZHR G
ZHAZFARN A4S RBFITHRBE
TR A IR S B RAT IR E
B RN T A0 B R AR A v SR R AT AR
W R BN R B AR R RSt
o fib g B AR AHE ST B AT AR B K R B R
HEAS & K Ao

32.

SHARE OPTION SCHEMES

The Company operates share option schemes for the purpose of promoting
additional commitment and dedication to the objectives of the Company by
participants, namely the “Old Scheme” and the “New Scheme”.

The Old Scheme refers to the share option scheme adopted by the Company
pursuant to a board resolution passed on 20 July 2000, which subsisted until
31 January 2002. On 31 January 2002, the shareholders of the Company
approved the termination (to the effect that no further options shall be offered)
of the Old Scheme. Eligible participants of the Old Scheme were the employees
of the Company and the subsidiaries (including directors of the Company).
The exercise price of the share option under the Old Scheme is determined by
the directors of the Company. The exercise price will not exceed the maximum
discount permitted by the Rules Governing the Listing of Securities in Hong
Kong of The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
applicable prior to 1 September 2001 and not less than the nominal value of
the Company’s shares. The maximum number of shares issued and permitted
to be issued on the exercise of options under the Old Scheme and to be
granted to each participant does not exceed the maximum limit as permitted
by the Listing Rules applicable before 1 September 2001.

The New Scheme refers to the share option scheme adopted by the Company
which was approved by the shareholders in general meeting on 31 January
2002. The board of directors may grant options to eligible participants,
including executive or non-executive directors of the Company, any
discretionary object of a discretionary trust established by any employee,
executive or non-executive directors of the Company, any executives and
employees of consultants, professional and other advisors to the Group, chief
executive, substantial shareholder of the Company, associate companies of the
Group, associates of directors, chief executive and substantial shareholder of
the Company, and employees of substantial shareholder. The exercise price of
the share option under the New Scheme is determined by the directors of the
Company, and will not be less than the higher of the closing price of the
Company’s shares on the date of grant, the average closing price of the shares
for the five business days immediately preceding the date of grant, and the
nominal value of the share. The total number of shares that may be issued
upon the exercise of all options granted and yet to be exercised under the New
Scheme and the maximum number of shares that may be issued upon exercise
of all options to be granted thereunder and the maximum entitlement of each
participant under the New Scheme is respectively, equivalent to the maximum
limit permitted under the prevailing Listing Rules.

The offer of a grant of share options under both schemes may be accepted
within 28 days from the date of the offer together with the payment of HK$1
in total by the grantee. The vesting and exercise period of the share options
granted is determinable at the entire discretion of the board of directors with
the vesting period not exceeding four years and the exercise period will not
exceed a period of ten years immediately after acceptance of grant. Options are
lapsed if the employee leases the Group before the options vest.

—EREFEER
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32, MEALAESTE] (1)

A_RErF+ZA=+—0 CERRET

AR A 2 R A

Tk 2 B I AEAR M 2R
¥ B ) A23,765,000 5% % 94,018,000 4 (=
KR4 :29,615,0004% % 82,760,000 %) + 48 %
ARG A E B X AT 0.86% %£3.39%
(ZEEwW4H:1.97%%5.5%) o

TRBERE (BHIEFEN) FHZANF
RAER AR R

®E8H
Date of grant

e 0ld Scheme
27/06/1997

20/07/2000

# 33 New Scheme
01/03/2002

04/03/2002
15/04/2002
07/10/2002
28/04/2004
29/04/2005
01/06/2005
02/06/2005

27/06/2005

i
AR
Subscription
price

per share

HKS$
4.592

0.990

1.610
1.590
1.610
0.960

1.040

1.23

1.27

e
Exercisable
period

27/06/1997 to
217/05/2007
20/07/2000 to
27/05/2007

01/03/2002 to
28/02/2012
04/03/2002 to
03/03/2012
15/04/2002 to
15/04/2012
07/10/2002 to
06/10/2012
28/04/2004 to
27/04/2014
29/04/2005 to
28/04/2015
01/06/2005 to
31/05/2015
02/06/2005 to
01/06/2015
27/06/2005 to
26/06/2015

32.

SHARE OPTION SCHEMES (continued)

At 31 December 2005, the number of shares in respect of which options had
been granted and remained outstanding under the Old Scheme and the New
Scheme were 23,765,000 and 94,018,000 (2004: 29,615,000 and 82,760,000)
shares, representing 0.86% and 3.39% (2004: 1.97% and 5.5%), respectively,

to the shares of the Company in issue at that date.

The following tables disclose details of the Company’s share options held by

employees (including directors) and movements in such holdings during the

year:
AR
Number of share options
e
AZERER S +=A
—HA—H =Z+—8
) AATHE FRRH F AT EAcEE: 4 # AATH
Outstanding Granted Exercised Lapsed  Outstanding
at during during during at
1.1.2005 the year the year the year 31.12.2005
16,075,000 - - - 16,075,000
13,540,000 - (5,850,000) - 7,690,000
29,615,000 - (5,850,000) - 23,765,000
12,200,000 - - - 12,200,000
28,170,000 - (1,840,000) (600,000) 25,730,000
4,400,000 - (900,000) - 3,500,000
9,350,000 - (4,602,000) - 4,748,000
28,640,000 - (1,505,000) (325,000) 26,810,000
- 8,580,000 - (550,000) 8,030,000
- 11,700,000 (700,000) - 11,000,000
- 1,200,000 - - 1,200,000
- 800,000 - - 800,000

82,760,000 22,280,000 (9,547,000) (1,475,000) 94,018,000

112,375,000 22,280,000 (15,397,000) (1,475,000) 117,783,000

—RELFRFR
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32, MEALAESTE] (1)

#haM

Date of grant

%+ 0ld Scheme
27/06/1997

20/07/2000

# 3t E) New Scheme
01/03/2002

04/03/2002
15/04/2002
07/10/2002

28/04/2004

£33

AR

Subscription

price

per share

#
HKS$
4.592

0.990

1.610
1.590
1.610
0.960

1.040

!
Exercisable
period

27/06/1997 to
217/05/2007
20/07/2000 to
27/05/2007

01/03/2002 to
28/02/2012
04/03/2002 to
03/03/2012
15/04/2002 to
15/04/2012
07/10/2002 to
06/10/2012
28/04/2004 to
27/04/2014

32. SHARE OPTION SCHEMES (continued)

R AHER R
Number of share options

e
—HA—8

E X4 FRRE F TR ERLEE

Outstanding Granted Exercised Lapsed

at during during during

1.1.2004 the year the year the year

AZREwE
+=A
=+—8
#ARAT I
Outstanding

at

31.12.2004

17,349,000 - - (1,274,000) 16,075,000
13,890,000 = = (350,000) 13,540,000
31,239,000 - - (1,624,000) 29,615,000
12,200,000 = = = 12,200,000
28,170,000 - - - 28,170,000
5,300,000 = = (900,000) 4,400,000
10,250,000 = = (900,000) 9,350,000
- 29,590,000 - (950,000) 28,640,000
55,920,000 29,590,000 = (2,750,000) 82,760,000
87,159,000 29,590,000 = (4,374,000) 112,375,000

—EREFEER
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32, MEALAESTE] (1) 32.  SHARE OPTION SCHEMES (continued)
R QRN ) EE TR B R HE A R Details of the movements of the share options during the year held by the
NZEHFE T directors of the Company included in the above table are as follows:
BB AR
Number of share options
ARz E
AZER2HE +=A
R —A-—H zZt+—n
AR MAAE FREE SRR FRkE ZHaR BASR
Subscription L Outstanding Granted Exercised Lapsed  Reallocation  Outstanding
#®bBaM price Exercisable at during during during (M3£1) at
Date of grant per share period 1.1.2005 the year the year the year (Note 1) 31.12.2005
B
HK$
%3t 0ld Scheme
27/06/1997 4.592 27/06/1997 to 6,800,000 - - - (2,500,000) 4,300,000
27/05/2007
20/07/2000 0.990 20/07/2000 to 8,200,000 - - - (2,500,000) 5,700,000
27/05/2007
15,000,000 - - - (5,000,000) 10,000,000
# 3t E) New Scheme
01/03/2002 1.610 01/03/2002 to 8,400,000 - - - - 8,400,000
28/02/2012
04/03/2002 1.590 04/02/2002 to 120,000 - - - - 120,000
28/02/2012
15/04/2002 1.610 15/04/2002 to 1,600,000 - - - - 1,600,000
28/02/2012
28/04/2004 1.040 28/04/2004 to 11,500,000 - - - - 11,500,000
27/04/2014
02/06/2005 1.27 02/06/2005 to - 1,200,000 - - - 1,200,000
01/06/2015
21,620,000 1,200,000 - - - 22,820,000
36,620,000 1,200,000 - - - 32,820,000
T3 Notes:
1. M R HE & B B A AR AR AN KR 1. The reallocation of options arose when the option holders changed their positions
BEANGZREWBRES AT ERYEE in the Company from employees to directors or vice versa during the year. The
A B E A o MR HE S AN 18 AR R R options were granted to them in previous years.

ST

—RR AR
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32, MEALAESTE] (1)

R

AR

Subscription

®¥idad price
Date of grant per share

%+ 0ld Scheme
27/06/1997

20/07/2000

# 3t E) New Scheme
01/03/2002

04/03/2002
15/04/2002

28/04/2004

#
HKS$
4.592

0.990

1.610
1.590
1.610

1.040

!
Exercisable
period

27/06/1997 to
217/05/2007
20/07/2000 to
27/05/2007

01/03/2002 to
28/02/2012
04/02/2002 to
28/02/2012
15/04/2002 to
28/02/2012
28/04/2004 to
27/04/2014

32. SHARE OPTION SCHEMES (continued)

AREWE
—A—8
AT

Outstanding
at
1.1.2004

Number of share options

Iy
Granted
during
the year

WEAEER

F TR
Exercised
during
the year

ERAE 4
Lapsed
during

the year

AZREwE
+=A
=+—8
#ARAT I
Outstanding

at

31.12.2004

6,800,000 - - - 6,800,000
8,200,000 = = = 8,200,000
15,000,000 - - - 15,000,000
8,400,000 = = = 8,400,000
120,000 - - - 120,000
1,600,000 = = = 1,600,000
= 11,500,000 = = 11,500,000
10,120,000 11,500,000 = = 21,620,000
25,120,000 11,500,000 - - 36,620,000

SR PIAT I X B AR 2 AT AR B B X A A

¥ AR BB 1123 (

) e

—

Vg4 1,04

In respect of the share options exercised during the year, the weighted average

share price at the dates of exercise is HK$1.23 (2004: HK$1.04).
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32. B RAEE (4%)

BMEZRRES+ZAZ+—BLFE An
A AWA -+ B A —H A =_HAN
A =k B R HE o BT A% ik B AR X 45 3t
N4 75 He bl Fy S e AT M M ST AR AL X GH o B
ENER S iy o

M A 3 AR Weighted average share price

&t Exercise price

AT 4 R Expected life

£ R A Risk-free rate

bl 8ok &S Expected dividend yield

AR B R AT

33.

RHATH B AT Bl T AR

Fair values of option
at grant date

Closing share price
immediately before

date of grant

W32t v A AR ) 6 o AT ) A7 I A ST AR AL XA e A 4R
B EMZARR QIR IRS R T RMRE
A M A TR E R E

FAH NG TS AL R TFAI AR S RA 0 % FH A %
B3 77 35260 K i 42 0% B - 39 B kMo st
TR TAHA T A8 R S AR IR E P2 R sk R T
FLREFFITERPNARITAEE B LA
#o

BRE-_ERZF+ _A=+—8LFE KK
B A s2 R 8] P as b s AR L s sk
4,918,000 (=& &R v 1 343 593,0007T) o

e ALY PAL)

AZEEAFT A=+ B RAREEARMEE
#3,207,315,3875% i #Boom Go Group Limited
% King Role Limited 2 3 & 47 B K ol i & 48
F A B3 i AR OB BT E A ZOKCE AT SR
#1,131,520,000 TALAL A2 A 8) 22 F i
TEPANA R

King Role Limited# 7 # ¥ % 3b (LX) Bt A
MRS ([ wEMEN]) 21.53% MK E B
AT EMERZAHESE KB RRT0.43% 3%
7m £91.96% °

—RELFLFR
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32.

33.

SHARE OPTION SCHEMES (continued)

During the year ended 31 December 2005, options were granted on 29 April, 1
June, 2 June and 27 June. The estimated fair values of the options granted
were calculated using the Black-Scholes pricing model. The inputs into the

model were as follows:

28.4.2004 29.4.2005 1.6.2005 2.6.2005 27.6.2005
#1027 #710.98 T #1230 #1270 #1310
BI04 #1420 #1230 #1270 #1350
[ 4 (s 4 %

3.82% 4.00% 4.71% 3.491% 3.409%
2.65% 2.76% 3.48% 4.56% 4.58%
#1£0.358 T #14£0.259 L #1£0.334 T #10.352 70 #1£0.352 L
#1037 #1.387 #1250 #1237 #1347

Note: Because the Black-Scholes option pricing model requires the input of
highly subjective assumptions, including the volatility of share price,
changes in subjective input assumptions can materially affect the fair

value estimate.

The expected volatility measured at the standard derivation of expected share
price returns of 40% is used, which is based on average of 260 day historical
volatility. The expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non transferability, exercise

restrictions and behavioral considerations.

The Group recognised the total expense of approximately HK$4,918,000 for
the year ended 31 December 2005 (2004: HK$3,593,000) in relation to share
options granted by the Company.

ACQUISITION OF SUBSIDIARIES

On 20 December 2005, the Group acquired 100% of the issued share capital of
Boom Go Group Limited and King Role Limited for consideration of
HK$3,207,315,387. This acquisition has been accounted for using the purchase
method. The discount on acquisition of HK$1,131,520,000 arising as a result
of the acquisition was deemed as capital contribution from holding company

and credited against capital reserve.

King Role Limited holds 21.53% on China Resources Land (Beijing) Co. Ltd.
(“CRL Beijing”). As a result of the acquisition, the Group’s interest in CRL
Beijing increased from 70.43% to 91.96%.
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33. KRB (81
PR i 2B A SN T AL AR 8 0 o T R
A Z AR HI 4F

33.

ACQUISITION OF SUBSIDIARIES (continued)
The carrying amount of net assets acquired approximates to the fair values,

and the discount arising, are as follows:

A7) BR AT AU T 2
i3 T AN o
Acquirees’
carrying amount
and fair value
before combination
BT
HK$’000

BT A E A Net assets acquired:
Wy~ R B BB Property, plant and equipment 49,293
HAME Investment properties 5,951,377
AT NG XS Interest in associates 601,725
TR E R Available for sale investment 917
B Inventories 9,392
JENC AR A B 3 BV BR TR Trade and other receivables 25,149
RERBATEH Cash and bank balances 168,051
JEAT R AL JEAT ARTA R 23T & Trade payables, other payables and deposits received (530,997)
JEATHEIR Taxation payable (2,229)
AT AR Bank loans (1,451,110)
i IEFLIR A Deferred taxation liabilities (482,733)
4,338,835
BT RR Discount on acquisition (1,131,520)
3,207,315
W ARAR VAT 3] 75 X AT Total consideration satisfied by:
FATIEAY (H32) Shares issued (Note) 2,872,199
g — R B A (W3234) Disposal of a subsidiary (note 34) 323,074
JEAL AR 2 B R A Direct cost attributable to the acquisition 12,042
3,207,315
WCRE BT E A Z A NG Net cash inflow arising on acquisition:
PR AR R SIEE R Cash and cash equivalents acquired 168,051
EAT A RAR Cash consideration paid (12,042)
AN B NG Z AR AL Net inflow of cash and cash equivalents in
FEA B RAANFA respect of the purchase of subsidiaries 156,009

M3zt fEA¥HBoom Go Group Limited%ZKing
Role Limited XA —3f4 &84T AN E)
1,255,606,263 AR @EAAE0.1 L2 &
i (W 3231) o 35 RO B B0 5T AT 2 A5 R
Bt X RN AR A A B
2,872,199,327 7T

Note:

As part of the consideration for the acquisition of Boom Go Group Limited and
King Role Limited, 1,255,606,263 ordinary share of the Company with par value of
HK$0.1 each were issued (Note 31). The fair value of the ordinary shares of the
Company, determined using the published price available at the date of the
acquisition, amounted to HK$2,872,199,327.
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33.

34.

B REW B A E] (#)

kA REAFE— A — B R A
Z SR WA E B AR Y3,158,000,000T 0 @
B A A A #152,433,000,000 T o 45 A A
BB R — BB T SRR R
F—A—BERARBZERELEAA LS
HaR 9 A R E A TR o K SR B AT T
S KR AT RS ERAEA B KR

i o

hE—RWHE NS

A RRaFEFT A=t B RAERBE LW
/% 2] Full Knowledge Investments Limited * 4§
%Y #Boom Go Group Limited%King Role
Limited 232 /&K{E-Full Knowledge
Investments Limited# & B #1 # & i$ {840
T:

33.

34.

ACQUISITION OF SUBSIDIARIES (continued)

If the acquisition had been completed on 1 January 2005, total group turnover
for the period would have been HK$3,158 million, and profit for the year
would have been HK$2,433 million. The proforma information is for illustrative
purposes only and is not necessarily an indication of turnover and results of
the Group that actually would have been achieved had the acquisition been
completed on 1 January 2005, nor is it intended to be a projection of future
results. The turnover and profit contributed by the subsidiaries acquired to

the Group from the acquisition date was insignificant.

DISPOSAL OF A SUBSIDIARY

On 20 December 2005, the Group disposed of its subsidiary, Full Knowledge
Investments Limited as part of the consideration for the acquisition of Boom
Go Group Limited and King Role Limited. The net assets of Full Knowledge

Investments Limited at the date of disposal were as follows:

—RELF
+=A=+8
20.12.2005
AT
HK$'000

EHETFARZIAEFME

HAER FHRA

AR AR AR

Investments held for trading

Consideration for acquisition

NET ASSETS DISPOSED OF

323,074

323,074

35.

HEHREAZTEEYEo

e R T A

35.

No cash flow effect arising on the disposal.

DERIVATIVE FINANCIAL INSTRUMENTS

Currency swap

# 7 #HEF
HK$’000 HK$’000
(23,456) -

—RELFLFR
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35. frAEL#IE (%) 35. DERIVATIVE FINANCIAL INSTRUMENTS (continued)
AR E=ZFNA =+ AERR—RBATIT On 30 June 2003, the Group has entered into a currency rate swap with a bank
SR R Bt K AR B R SRATHE o A E of which, the Group acted as the fixed rate payer of RMB538,031,000 and the
A AR, H538,031,000T % 65,000,000 & T B bank as the fixed rate payer of US$65,000,000. The transaction will be settled
FHREIME R GHA_EREXESAZTH on 30 June 2006.
& e
LiEATAE T A AL AR AT E L The above derivatives are measured at fair value at each balance sheet date.
NTEARBEAELDRE T A TIFRRE Their fair values are determined based on the quoted market prices for
o equivalent instruments at the balance sheet date.

36. A AKIE 36. CAPITAL COMMITMENT

* Eal s
HK$’000 HK$°000
HRKHEEEIARAZAARARL: Capital expenditure in respect of the acquisition of

construction in progress:

— BT & M KA R A R — Contracted for but not provided in the
financial statements 28,878 —
37. BELEMYRH 37. OPERATING LEASE ARRANGEMENTS
A LR MAE A ARAA The Group as lessee
AREE NS ERYRBEAT S LR Minimum lease payments paid under operating leases during the year in respect
IRAL L AT A B H937,000T (R EwF % of office premises was HK$937,000 (2004: HK$769,000).

#769,0007C) o

KEFMAEFE DRI THF2E % R T H4H At the balance sheet date, the Group had commitments for future minimum
BEALYZ R R RAKMYMAHAE 0T lease payments under non-cancellable operating leases which fall due as follows:
| 2005 2004
BT BT
HK$’000 HK$°000
—F R Within one year 2,290 645
F_ERHAF (BIEEAWF) In the second to fifth year inclusive 4,572 =
E-¥ 3 After five years 11 -
6,873 645
BEMUYSREALER SR LS TFHAZHER Operating lease payments represent rentals payable by the Group for certain of
fHZ AL o AL T W F AW &AL T T its office premises. Leases are negotiated for an average term of one year to
Bl mERE T five years and rentals are fixed for an average of two years.

—EREFEER
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37. BEMAYEH () 37.

AKEBEAHBAA

AR BRI ) AL AN B 5 %68,101,000
(= E R4 #%%21,881,000T) i A EE
BREATREIHEC AL TS A1
E5F 2 A0

AEMALEE E AR T A T A AR
YT e Tr

OPERATING LEASE ARRANGEMENTS (continued)

The Group as lessor

Property rental income earned during the year was HK$68,101,000 (2004:
HK$21,881,000). The properties held by the Group for rental purpose have

committed tenants for an average ranged from 1 to 5 years.

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

following future minimum lease payments:

BT T Eal s
HK$'000 HK$'000
—F N Within one year 480,456 37,763
FH_EHAF (LIEEAERF) In the second to fifth year inclusive 777,530 114,143
A After five years 169,058 67,793
1,427,044 219,699
38. iBARAR A HE 38. RETIREMENT BENEFITS PLANS
(a) #H* (a)  Hong Kong

AEBAREFEENER SR —ERRE
AT 2 (AT 2s]) 32
M2 B4R stEl ot E A — A E gk
FEHE d R AR B ARIR R AR 2R
AR IAR ke

0SB A AT B A
R ST LS Y 0
A3 BV BT 3T 0 2 S 3 4 ok 2
EXL S R

The Group participates in a pension scheme, which was registered under
the Mandatory Provident Fund Scheme Ordinance (the “MPF
Ordinance”), for all its employees in Hong Kong. The scheme is a defined
contribution scheme and is funded by contributions from employers

and employees according to the provisions of the MPF Ordinance.

During the year, the total amounts contributed by the Group to the
scheme in Hong Kong and charged to the consolidated income statement
represent contributions payable to the scheme by the Group at rates

specified in the rules of the scheme are as follows:

* Eal s
HK$’000 HK$°000
EAE R B &AL HE KR Amount contributed and charged to the
JerhZ A8 consolidated income statement 100 =
(b) +H& (b)  PRC

AEBATBEZARER AT EE T BT
B 42 % B R R R ARAR A SHEI Z R B e
AEBARKEFERAT LG
N SR PR S Pt N |
A F I o — KR AR 4R

%
E

—RELFLFR
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The employees of the Group in the PRC are members of state-managed
retirement benefit schemes operated by the respective local government
in the PRC. The Group is required to contribute a specified percentage
of payroll costs to the schemes to fund the benefits. The only obligation
of the Group with respect to these schemes is to make the specified

contributions.
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38. BARARAFE (%) 38. RETIREMENT BENEFITS PLANS (continued)
(b) FE (4) (b)  PRC (continued)
AEABFE LA T EZ I | K4 The total cost charged to the consolidated income statement in respect
H F Ao Th X MR A4 T of the above-mentioned schemes in the PRC during each of the years

are as follows:

* Eal s
HK$’000 HK$°000
EAE & B Ak Ak Amount contributed and charged to the
e RZ Ak A consolidated income statement 8,810 4,704
39. MiEAERS 39. RELATED PARTY TRANSACTIONS
(i) R AW B NGRS ZR S (i) Transactions with fellow subsidiaries/holding companies
AT AREBRARFENYE IR LMW The following is a summary of the significant related party transactions
BN BATZ ERMEALR SIS entered into by the Group with its fellow subsidiaries during the year:
RERA
LAHAA # Construction
Rental paid Purchase cost

I F A ET FTE TR TR TS

REFA é*n’“fc MH‘:L é*n’“fo »%»"“-T“:L BT

Relahonshyp HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERAFARANE China Resources Construction BN DS
Company Limited Fellow subsidiary - - - - 128,842 101,476
EHERA RN China Resources Management R T
Limited Fellow subsidiary 190 - - - - -
£ (L&) EMARAD  China Resources (Shandong) EEYCY DS
Stone Products Company Limited Fellow subsidiary - - - 2,642 - -
FRR B E & AT R AR B AR During the year, the Group also acquired subsidiaries from its holding
1B B AR A A Galn Ahead Group company, Gain Ahead Group Limited through issue of shares as
Limited K i % M B 2 8] o K £ B Bk consideration. As a result of the acquisition, the Group has obtained
MR T ERERZ AL (R additional interest in CRL Beijing (see note 33).

i 3£33) ©

—EREFEER
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39. M AEF (4)
(i) EZ2FBARZMNK
ARNNEFR AN EIRERARDEN
Z e

39.

42 H A48 A Short-term benefits
X TR FR A Post-employment benefits
FE A At 2% Share-based payments

RELATED PARTY TRANSACTIONS (continued)
(ii) Compensation of key management personnel
The remuneration of directors of the Company and other members of

key management during the year was as follows:

2005 2004
EYEES BT A
HK$’000 HK$’000

5,036 3,121
191 72
806 1,104

6,033 4,297

AN EERLTEHAARZIFM AW
& B s H 5 AR B R IR T 5 AR 3
H e o

(ili) SAWEFEHNETUIT /&6
&ﬁ@mé»mu¢l&ﬂﬁﬁ*&
(T RIEH Ea]) 15 £33 3h 4569 425
HETEE RIS RERRAGTATH

Kﬂ%&'z¢@§ﬁﬁT*mﬁkﬁ
BRI B 8 2 — g

X (i) ERNEE 30 ¥ -8 S
l FEHE T T £ 5

() ALBEABDFEHBRFAST
BERERNETRIATHEAR
TR~ AR BT F e — R SR AT R
Ko gBATFRAATRHZIHE F
ERAAGLBIREL LT K-

by ALBREPAMEHLEFTEF
XHh mEERLEHEAIRTF
ZHE MR HAETRL

RBEREBREREFTE RN E
[ o

FTERL ZERRENTHRALD
W FRITZEH MBS =T

—RELFREFR
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The remuneration of directors of the Company and key executives is
determined by the remuneration committee having regard to the

performance of individuals and market trends.

(iii) ~ Transactions/balances with other state-controlled entities in the PRC
The Group operates in an economic environment currently
predominated by entities directly or indirectly owned or controlled by
the PRC government (“state-controlled entities”). In addition, the Group
itself is part of a larger group of companies under CRNC which is

controlled by the PRC government.

Apart from the disclosure in (i) above, the Group also conducts business

with other state-controlled entities as follows:

(a) The Group has certain deposits placements, borrowings and other
general banking facilities, with certain banks which are state-
controlled entities in its ordinary course of business. In view of
the nature of those banking transactions, the directors are of

the opinion that separate disclosure would not be meaningful.

(b) The Group has sales and purchases transactions with customers
and suppliers, in which the directors are of the opinion that it
is impracticable to ascertain the identity of the counterparties
and accordingly whether the transactions are with other state-

controlled entities.

The directors consider those state-controlled entities are independent

third parties as far as the Group’s business with them are concerned.
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40. #HF A% FR 40. EVENT AFTER THE BALANCE SHEET DATE
H_ERENH$—HA =+ 8 Gain Ahead Group On 20 January 2006, Gain Ahead Group Limited (“the Vendor”) and the
Limited ([& 7)) &Z A28 #J.P. Morgan Company entered into a Placing and Subscription Agreement with J.P. Morgan
Securities (Asia Pacific) Limited ([JP Morgan]) Securities (Asia Pacific) Limited (“JP Morgan”) pursuant to which JP Morgan
3T B4R R GAME W SR #E 0t JP MorganPF & & agreed to place (or failing which itself to purchase) 300,000,000 existing shares
TR BN T2 AR B R YA L at a price of HK$3.725 per share owned by the Vendor to not less than six
SARBRARE (fhkedmE AldiE kg independent placees. The shares placed by JP Morgan (“the Placing”)
B) FHF#A300,000,0003H KAy-JP represented approximately 10.78% of the existing issued share capital of the
Morgan Frie & X 4y ([Be J) AR e A RN E Company of 2,783,593,691 shares on that date and approximately 9.73% of the
% B CHEATEA2,783,593,691 Ay 4 Company’s issued share capital as enlarged by the subscription and issue of
10.78% + Ao 8] 4238 85 2 4547300,000,000 8% 300,000,000 new shares (“the Subscription”). Pursuant to the Placing and
Ay ([28]) |RZ EBATRKL9.73% o Subscription Agreement, the Vendor had conditionally agreed to subscribe for
HBRERIMEHHE EFTAEER E2H 300,000,000 new shares equivalent to the number of the placing shares.
300,000,000 A% 37 A& 4+ 48 & A B & A $ A o
AP IFE R F B4 1,095,000,000 The net proceeds from the Subscription were approximately HK$1,095 million.
oA M B E R LB YR The aggregate expenses relating to the Placing and the Subscription amounted
22,400,000 T &L3EM A 2 £ %A & L b to approximately HK$22.4 million, including commissions, professional fees
H Ao and other ancillary expenses.

A1, TR o8] S BN 8] 41. SUBSIDIARIES AND ASSOCIATES
(@) ARXNEZTEZWBAIA_EELF+ = (a) Particulars of the Company’s principal subsidiaries as at 31 December

AZ+—BZAHEI =T 2005 are set out as follows:
BTN E A X LR
BeA 3 F A2 A
Proportion of nominal value
LETRAS of issued share capital/
AMERZIEA registered capital held by
T B 2 B) 4 A% Nominal value of issued A E] GY PAL] EE2EH
Name of subsidiary share capital/registered capital Company Subsidiaries Principal activities
BREEARANE ([BXHE] 76,000 % T 100% - AR
Strong Foundation Developments Limited US$76,000 Investment holding
(“Strong Foundation”)
Boom Go Group Limited 114 100% - AR
(“Boom Go”) US$11 Investment holding
Best Hope Group Limited 1£ 7T = 100% Erd il
(“Best Hope”) US$1 Investment holding
Big Leap Group Limited 12 — 100% Erd il
(“Big Leap”) US$1 Investment holding
Direct Win Group Limited 12 — 100% Erd Y
(“Direct Win”) US$1 Investment holding

—EREFEER
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Co., Ltd. (note b)

41. W3] LB NS (4R) 41. SUBSIDIARIES AND ASSOCIATES (continued)
W\ T A8 FA XL EAT
B R KR &
Proportion of nominal value
[ S50 & of issued share capital/
EMERZ @A registered capital held by
T B 8] % A4 Nominal value of issued A E] Tt B 2> 8 E2EWH
Name of subsidiary share capital/registered capital Company Subsidiaries Principal activities
Bright Choice Group Limited 1271 - 100% AR
(“Bright Choice”) US$1 Investment holding
King Role Limited 3£ 100% - FAER
(“King Role”) US$3 Investment holding
dbow MK A A A (Hd) 12,000,000 % T - 100% MEZF
Beijing China Resources Building US$12,000,000 Properties investment
Company Limited (note d)
AW EMS LA MRS (H32d) 370,000% T - 100% MEZF
Beijing China Resources Property US$370,000 Property management
Management Company Limited (note d)
EMFE W (BT B A RS A K, 1,300,000,0007T - 91.96% BEERA G ERE
(M 3za) RMB1,300,000,000 Investment holding
China Resources Land (Beijing) Co., Ltd. and property
(note a) development
EMENH (LR W ETEAM TN AR, #5,000,0007C - 100% HEER
(M 2x£b) RMBS5,000,000 Property management
China Resources Land (Beijing) Property
Management Co., Ltd. (note b)
Jb T M AR A dh E B A TR AR A AR, #264,329,3607T - 100% WEBR
(P 2£b) RMB264,329,360 Property development
Beijing China Resources Jingtong Property
Development Company Limited (note b)
Jb K E BT B E B A TR FAEA ] A K, 1180,000,000T - 100% WE B
(P 2£b) RMB180,000,000 Property development
Beijing China Resources Shuguang Real Estate
Development Co., Ltd. (note b)
b3 3 P 4 AR 40 PR AT RN 3] (T 32b) 10,000,000 & T - 100% WEBR
Beijing China Resources Jian Xiang Real US$10,000,000 Property development
Estate Development Co., Ltd. (note b)
IR E T BRMARAAENE (M D) AR 2,000,000T = 100% E A
Beijing Huazhao Electrical Equipment RMB2,000,000 Electrical engineering
Co., Ltd. (note b)
Jb 7% 3 M 5 Hh E 4s el IR E] (M 32D) AR, %500,0007C - 100% HERE
Beijing China Resources Property Agent RMB500,000 Property agency

—RR LA
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SUBSIDIARIES AND ASSOCIATES (continued)

W T 58 BoH L AT
A KA Z & AR )

Proportion of nominal value

41, WB A BB ENE (4) 41.
EHATRA,
AEMARZEME
Gl AL Nominal value of issued

Name of subsidiary

share capital/registered capital

of issued share capital/
registered capital held by
A8 Tt B 2> 8)

Company Subsidiaries

EEEH

Principal activities

bR E ML LA R FAEAE (W :2b)

Beijing China Resources Xin Zhen
Property Co., Ltd. (note b)

I PR AS A d E B IR E) (B 3c)

Beijing Zhongchengxin Property
Development Co., Ltd. (note c)

£ (L#) AIRAE (H:2d)
China Resources Shanghal
Company Limited (note d)

EMER (EH) AIRASE (H32d)
China Resources Land (Shanghai)
Limited (note d)

China Resources Land (Shanghai)
Management Co., Ltd. (Ff3£d) (note d)

MR I A PR 8] (I 22d)
China Resources (Shenzhen)
Company Limited (note d)

R EM Ay EF A A (Hid)
Shenzhen China Resources Property
Management Company Limited (note d)

EME R ORAR) A RAE (H32d)

China Resources Land (Chengdu) Limited (note d)

PRAR R B by £ E A RS (1 32b) (note b)

China Resources Land (Wuhan) Co., Ltd.

(M 22d) (Note d)

China Resources Land (Wuhan) Management

Co., Ltd. (#3£d) (Note d)

China Resources Land (Hefei) Co., Ltd.
(F3£d) (note d)

AR %£10,000,0007T
RMB10,000,000

AR #28,000,000T
RMB28,000,000

40,000,000 % 7
US$40,000,000

21,000,000 % 7
US$21,000,000

150,000 % 7T
US$150,000
A R #212,000,000T

RMB212,000,000

A&, 5,000,000
RMB5,000,000

17,000,000 % 7T
US$17,000,000

AR %£1,000,000T
RMB1,000,000

#%562,240,000T
HK$62,240,000

500,000 % 7
US$500,000

9,600,000 % &
US$9,600,000

- 100% WEBR

Property development
- 80% VE X3

Property development
- 100% MEZF

Properties investment
- 100% WEBR

Property development
- 100% WhEE R

Property management
- 100% WEZF

Properties investment
- 100% VE L&

Property management
- 100% WEBR

Property development
- 100% VE L&

Property management
- 100% WEBR

Property development
- 100% VE L&

Property management
- 100% WEBR

Property management

—EREFEER
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B3 L AR
Name of associate

Nominal value of issued
share capital/registered capital

36 2 B 5 R E B A RS (M dka)
Beijing Huazhongyuan Property Development
Co., Ltd. (note a)

11,000,000 % .
US$11,000,000

36T 2R K A R E) (H32D)
Beijing Hua Wei Center Co., Ltd. (note b)

12,920,000 % T
US$12,920,000

b E S e R LA FRAE) (M 32a) 350,000& T
Beijing Hua Jiade Decoration Engineering US$350,000

Company Limited (note a)

interest held by
CR (Beijing)

50%

50%

37.5%

AL, T8 LB A (4R) 41. SUBSIDIARIES AND ASSOCIATES (continued)
M3z Notes:
(a) WG T — AP B R R X A (a) The subsidiary is a joint stock limited company established in the Chinese Mainland.
FR 3] o
(b) GWBAE T —FEAT RN X AENE (b) The subsidiary is a domestic wholly owned enterprise established in the Chinese
¥ Mainland.
(c) WG T — AP B R R X AR A (c) The subsidiary is an equity joint venture established in the Chinese Mainland.
3
(d) WA G 7 — AP B R R X A (d) The subsidiary is a foreign wholly owned enterprise established in the Chinese
¥ Mainland.
FTEBINEER LI LY ERERM LGS A E The above table lists the subsidiaries of the Company which, in the opinion of
ZRNEMBANG  ANEFER LB L the directors, principally affected the results or assets of the Group. To give
RT3 Z 3t A G m A TR details of other subsidiaries would, in the opinion of the directors of the
Company, result in particulars of excessive length.
I Strong Foundation * Boom Go * Best Hope All the subsidiaries listed above are established and operating in the Chinese
Big Leap - Director Win ~ Bright Choice% King Mainland except for Strong Foundation, Boom Go, Best Hope, Big Leap, Direct
Role A% B kLB B Moh A RIWB A Win, Bright Choice and King Role which are registered in the British Virgin
SESTES PO e ¥ Islands.
T B o B) 3 S BATAEAT R H AR AR o No loan capital has been issued by the subsidiaries.
(b)) ALEEBBEAIA_ZRAIFE+_A= (b)  Particulars of the Group’s associates as at 31 December 2005 are set
+—BZEHEI T out as follows:
FMEWR (T
CRATRAS BA AR
EMERZ @ Attributable

EREH

Principal activities

HEZABER
Property investment
and management

VE T & WA i
Property investment
and management

Pk = ) AR IR A
Provision of exterior
decoration services

—ERELEEFR
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ARy PR S X PALNE ¥ 41. SUBSIDIARIES AND ASSOCIATES (continued)
P 3E: Notes:
(a) FHENE T —RATEANRZZNA A (a) The associate is a domestic enterprise established in the Chinese Mainland.
(b) I ENE T — FA P B R R X P A (b) The associate is a Sino-foreign equity joint venture established in the Chinese
HhESE Mainland.
TSN B ARG B I R A S o All the associates are established and operating in the Chinese Mainland.
42, ARNEAZFHEAHGRAH 42. BALANCE SHEET INFORMATION OF THE COMPANY

A s R 2 H R A A e

Balance sheet information of the Company at the balance sheet date includes:

| 205 2004

* Eal s
HK$’000 HK$°000
(Z31)
(restated)
AR FE Non-current assets
LR ¥ &2 Property, plant and equipment 307 356
AT B8 X HME S Interests in subsidiaries 4,117,192 4,484,296
4,117,499 4,484,652
REBAE Current assets
Fo o &V B 2B B TR AT 2R Other receivables and prepayments 3,800,154 8,922
RERBATEH Cash and bank balances 33,888 102,380
3,834,042 111,302
i/ B-Ki s Current liabilities
A JE AT REOR AT R R Other payables and accrued charges 50,807 9,817
SAT R — —F N E| Bank loans — due within one year - 1,326,000
TAEARRI AL Derivative financial instruments 23,456 =
74,263 1,335,817
AE A E (A FE Net current assets (liabilities) 3,759,779 (1,224,515)
7,877,278 3,260,137
R R B Ak A Capital and reserves
R (H2£31) Share capital (note 31) 277,367 150,267
lexicy Reserves 5,829,911 2,849,870
HE 3 4B Total equity 6,107,278 3,000,137
JEA B A 1R Non-current liabilities
BATR B ——F 438 Bank loans — due after one year 1,770,000 260,000
7,877,278 3,260,137

—EREFEER
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42. KNI ZFHEBHEFH () 42. BALANCE SHEET INFORMATION OF THE COMPANY
ARNAAZEEREZ B A BB (continued)
295,492,000 (=& & w9 4 1 # %5,703,000T) ° Profit of the Company for 2005 amounted to approximately HK$295,492,000

(2004: HK$5,703,000).

43. WEMBHREK 43. APPROVAL OF FINANCIAL STATEMENTS
FT2E2FH136 AT HI M BHH A A TR The financial statements set out on pages 72 to 136 were approved and
FEZA T B EEEGIERITHR Ko authorised for issue by the Board of Directors on 27th March 2006.

= RFEF LT
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