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Notes to the Financial Statements
For the year ended 31st December, 2005

1. GENERAL

The Company is incorporated in Bermuda as an exempted company with limited
liability. The shares of the Company are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The address of the registered office and
principal office of the Company are disclosed in the section headed “Corporate
Information” of the annual report. Its ultimate holding company is Chinese
Estates Holdings Limited (“Chinese Estates”), a company incorporated in

Bermuda with its shares listed on the Stock Exchange.

The financial statements are presented in Hong Kong dollars, which is the same

as the functional currency of the Company.

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

principal subsidiaries are set out in note 37.

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

In the current year, the Group has applied, for the first time, a number of new
Hong Kong Financial Reporting Standards (“HKFRS(s)"), Hong Kong Accounting
Standards (“HKAS(s)") and Interpretations (hereinafter collectively referred to
as “new HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants that are effective for accounting periods beginning on or after 1st
January, 2005. The application of these 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. The changes in
presentation has 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 and prior accounting periods

are prepared and presented:
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Notes to the Financial Statements
For the year ended 31st December, 2005

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (cont'd)

Business combinations

In the current year, the Group has applied HKFRS 3 Business Combinations
which is effective for business combinations for which the agreement date is on
or after 1st January, 2005. The principal effects of the application of HKFRS 3 to

the Group are summarised below:

Goodwill

In previous years, goodwill arising on acquisitions before 1st January, 2005 was
capitalised and amortised over its estimated useful life. The Group has applied
the relevant transitional provisions in HKFRS 3. With respect to goodwill
previously capitalised on the balance sheet, the Group on 1st January, 2005
eliminated the carrying amount of the related accumulated amortisation of
HK$100,481,000 with a corresponding decrease in the cost of goodwill (see
Note 18). The Group had fully amortised and impaired such goodwill as at 1st
January, 2004 and therefore, no amortisation of goodwill was provided for the
two years ended 31st December, 2005. Gooduwill arising on acquisitions after
Tst January, 2005 is measured at cost less accumulated impairment losses (if
any) after initial recognition. The application of HKFRS 3 has no significant impact

to the Group.

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 periods,
negative goodwill arising on acquisitions prior to 1st April, 2001 was held in
reserves, and negative goodwill arising on acquisitions after 1st April, 2001 was
presented as a deduction from assets and released to income based on an
analysis of the circumstances from which the balance resulted. In accordance
with the relevant transitional provisions in HKFRS 3, the Group derecognised all
negative goodwill which previously recorded in reserves of HK$82,000 on 1st
January, 2005. A corresponding adjustment to the Group's retained earnings of
HK$82,000 has been made.
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Notes to the Financial Statements
For the year ended 31st December, 2005

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (cont'd)

Financial instruments

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

result of implementation of HKAS 39 are summarised below:

Financial assets and financial liabilities other than debt and equity
securities

From 1st January, 2005 onwards, the Group classifies and measures its financial
assets and financial liabilities other than debt and equity securities in accordance
with the requirements of HKAS 39. Financial assets under HKAS 39 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”. Financial
liabilities are generally classified as “financial liabilities at fair value through profit
or loss” or “financial liabilities other than financial liabilities at fair value through
profit or loss (other financial liabilities)". “Other financial liabilities” are carried at
amortised cost using the effective interest method. Club debenture classified
under non-current assets with carrying amounts of HK$220,000 as at 31st
December, 2004 were reclassified to available-for-sale financial assets on 1st

January, 2005.
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Notes to the Financial Statements
For the year ended 31st December, 2005

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (cont'd)

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 profit or loss for
the year in which they arise. In previous years, investment properties under the
predecessor standard were measured at open market values, with revaluation
surplus or deficit 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 a revaluation surplus subsequently arose, that increase was
credited to the income statement to the extent of the decrease previously
charged. The Group has applied the HKAS 40 retrospectively. The application of
HKAS 40 has no material impact on how the revaluation increase or decrease
for investment properties of the Group are presented for current and prior

accounting periods and comparative figures have not been restated.

Deferred taxes related to investment properties

In previous years, deferred tax consequences in respect of revalued investment
properties were assessed on the basis of the tax consequence that would follow
from recovery of the carrying amount of the properties through sale in
accordance with the predecessor Interpretation. In the current year, the Group
has applied HK(SIC) Interpretation 21 Income Taxes — Recovery of Revalued
Non-Depreciable Assets which removes the presumption that the carrying
amount of investment properties is to be recovered through sale. Therefore, the
deferred tax consequences of the investment properties are now assessed on
the basis that reflect the tax consequences that would follow from the manner
in which the Group expects to recover the property at each balance sheet date.
In the absence of any specific transitional provisions in HK(SIC) Interpretation
21, this change in accounting policy has been applied retrospectively.
Comparative figures for the year ended 31st December 2004 have been
restated. The Group's retained profits as at 1st January, 2004 has been increased
by HK$1,367,000 and the profit for the year ended 3 1st December, 2004 has
been increased by HK$262,000 (see Note 3 for the financial impact).
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Notes to the Financial Statements
For the year ended 31st December, 2005

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (cont'd)

Interests in jointly controlled entities

In previous years, interests in jointly controlled entities were accounted for using
the equity method. HKAS 31 Interests in Jointly Controlled Entities allows entities
to use either proportionate consolidation or the equity method to account for its
interests in jointly controlled entities. Upon the application of HKAS 31, the Group
has elected to account for its interests in jointly controlled entities using equity
method and the application of HKAS 31 has no material impact on how the
interests in jointly controlled entities are presented for the current and prior

accounting periods.

3. SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES

The effects of the changes in the accounting policies described in Note 2 on the

results for the current and prior years are as follows:

(Increase) decrease in deferred tax liabilities relating

to investment properties afE (GEm) md
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3. SUMMARY OF THE EFFECTS OF THE CHANGES 3.
IN ACCOUNTING POLICIES (cont'd)

inlilig

i
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The cumulative effect of the new HKFRSs, as at 31st December, 2004 and 1st R-EENFF+_A=+—HBR_ZTTRF—A
January, 2005 are summarised below: —H - AU EREEL 2 B ER
T
As at 31st
December, As at 31st As at 1st
2004 December, January,
(originally 2004 2005

stated) Adjustments  (Restated) Adjustments (Restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(Note 2) (Note 2)
—ZETF —ZETF i
+=A +=A —EERF
=+—H =+—H —H—H
(R%) A (&%) A (E35))
FHET FHEL FHET FHET FTHET
(f7E2) (i3 2)
Balance sheet items EEBERER
Impact of HK(SIC) — INT 21 HK(SIC) — 2 FEZE 21 4
ZE
Deferred tax assets BRERIEE = - 1,093 1,093 = 1,093
Deferred tax liabilities RLEHAEEE (536) 536 - - -
Impact of HKAS 39 BB ERIE 39 %
2 e
Club debentures SHEEFH 220 - 220 (220) -
Available-for-sale financial assets AREE R EE - - = 220 220
Total effects on assets and liabilites $EEREGEZ
FEb-Z (316) 1,629 1,313 - 1,313
Gooduwill reserve B 82 = 82 (82) -
Retained profits IR 8 Vi A 90,057 1,629 91,686 82 91,768
Total effects on equity HRAZ e 90,139 1,629 91,768 - 91,768
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Notes to the Financial Statements
For the year ended 31st December, 2005

3. SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (cont'd)

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

equity at 1st January, 2004 are summarised below:

Retained profits

As originally

Rt A
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HK(SIC) - As

stated Int 21 restated
HK(SIC) -

&3 REENH ER 7

HK$'000 HK$'000 HK$'000

FHET FHET FHET
(Note 2)
(P E 2)

63,509 1,367 64,876

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 Group

anticipate that the application of these standards or Interpretations will have no

material impact on the financial statements of the Group.

HKAS 1 (Amendment)

HKAS 19 (Amendment)

HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 & HKFRS 4

(Amendments)

HKFRS 6
HKFRS 7
HK(IFRIC) - INT 4
HK(IFRIC) - INT 5

Capital disclosures '

Actuarial gains and losses, group plans and disclosures 2

The effects of change in foreign exchange rates-net
investment in a foreign operation 2
Cash flow hedge accounting of forecast intragroup

transactions 2

The fair value option 2

Financial guarantee contracts 2

Exploration for and evaluation of mineral resources 2
Financial instruments: Disclosures ’

Determining whether an arrangement contains a lease 2
Rights to interests arising from decommissioning,

restoration and environmental rehabilitation funds 2
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Notes to the Financial Statements
For the year ended 31st December, 2005

3. SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (cont'd)
HK(IFRIC) —

INT 6 Liabilities arising from participating in a specific market,

waste electrical and electronic equipment

HK(IFRIC) = INT 7 Applying the restatement approach under HKAS 29

Financial Reporting in Hyperinflationary Economics #

! Effective for annual periods beginning on or after 1st January, 2007.

? Effective for annual periods beginning on or after 1st January, 2006.
3 Effective for annual periods beginning on or after 1st December, 2005.
i Effective for annual periods beginning on or after 1st March, 2006.

4.  SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under the historical
cost convention except for the investment properties which are measured at
revalued amount, as explained in the accounting polices below. The consolidated
financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants. 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 made up to 31st December each year.

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

up to the effective date of disposal, as appropriate.

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

consolidation.

B 5 ¥Rk M o

BE-TERF+- A=+ HIFE

5. BHBERDYENE

HK(FRIC) —2EF 6% 2H8KEMS - BWE
ERETFREMEL
Z8f&E>

HK(FRIC) —R2EE 758  BERBFERIE 29
% [BHARERRE
ER2BBmE] B
R&E5)%

! R_BELF—A— A2 Rl FRRRE

e
? R_FENF—A— A2 R FRRRE
’ R-ZBEAF+—A—HZEFHIEZ FEAE
/ RZBENF=H—Ha 2 &5 FEHEE
e

4. FE@SIHHEHE

HAMBHRERTIBRBEELRAERE - RS
HEAEZREMERID - R8P BRRIRE

EREEHMAERM 2 EEMBREEIRER -
AN SREMBRRBEEEHARIMARRA
Al S Em R R BB R RGP E 2 8 5
EDER

REEE
HEMBRERBRARARENBA
ETZA=+—HIEZMBHRE -

RIBFH

FAKBREEZMBRR 2 EETHEREE
BHEsk = BREERS L (WER) ftALS
WK o

AESREARRIRZIER S MEHRESA TS
BERY T A -

“EERFFHR ECEARAR

47




48

Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Goodwill

Goodwill arising on acquisitions prior to 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which the agreement date
is before 1st January, 2005 represents the excess of the cost of acquisition over
the Group's interest in the fair value of the identifiable assets and liabilities of

the relevant subsidiary at the date of acquisition.

For previously capitalised goodwill arising on acquisitions after 1st April, 2001,
the Group has discontinued amortisation from 1st January, 2005 onwards, and
such goodwill is tested for impairment annually, and whenever there is an
indication that the cash generating unit to which the goodwill relates may be

impaired (see the accounting policy below).

As explained in Note 3 above, the Group had fully amortised and impaired the
goodwill as at 1st January, 2004 and therefore, no amortisation was provided
for two years ended 31st December, 2005.

Gooduwill arising on acquisitions on or after 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which the agreement date
is on or after 1st January, 2005 represents the excess of the cost of acquisition
over the Group's interest in the fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant subsidiary at the date of acquisition. Such

goodwill is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is presented

separately in the balance sheet.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4.  SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Goodwill (cont'd)

Goodwill arising on acquisitions on or after 1st January, 2005
(cont'd)

For the purposes of impairment testing, goodwill arising from an acquisition is
allocated to each of the relevant cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the
acquisition. A cash-generating unit to which goodwill has been allocated is tested
for impairment annually, and whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition in a financial year, the cash-
generating unit to which goodwill has been allocated is tested for impairment
before the end of that financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill allocated to the unit
first, and then to the other assets of the unit pro rata on the basis of the carrying
amount of each asset in the unit. Any impairment loss for goodwill is recognised
directly in the income statement. An impairment loss for goodwill is not reversed

in subsequent periods.

On subsequent disposal of a subsidiary, the attributable amount of goodwill
capitalised is included in the determination of the amount of profit or loss on

disposal.

Excess of an acquirer’'s interest in the net fair value of an acquiree’s
identifiable assets, liabilities and contingent liabilities over cost
(“discount on acquisitions™)

A discount on acquisition arising on an acquisition of a subsidiary, an associate
or ajointly controlled entity for which an agreement date is on or after 1st January,
2005 represents the excess of the net fair value of an acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of the business

combination. Discount on acquisition is recognised immediately in profit or loss.

As explained in Note 3 above, all negative goodwill as at 1st January, 2005 has
been derecognised with a corresponding adjustment to the Group's retained

earnings.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

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

less any identified impairment loss.

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.

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

referred to as jointly controlled entities.

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

jointly controlled entity.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Jointly controlled entities (cont’d)

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

of losses is recognised.

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

respective leases.

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

outstanding and at the interest rate applicable.

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.

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

life, using the straight line method.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its
tangible assets to determine whether there is any indication that those assets
have suffered an impairment loss. For intangible assets with indefinite useful
lives and intangible assets not yet available for use, they are tested for impairment
annually by comparing their carrying amounts with their recoverable amounts,
irrespective of whether there is any indication that they may be impaired. If the
recoverable amount of an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable amount. An

impairment loss is recognised as an expense immediately.

When 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.

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

are classified as operating leases.

The Group as lessor

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

the lease term.

The Group as lessee

Rentals payable under operating leases are charged to profit or loss on a straight-
line basis over the term of the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are recognised as a reduction of

rental expense over the lease term on a straight-line basis.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

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, except for exchange differences arising on a monetary item
that forms part of the Group's net investment in a foreign operation, in which
case, such exchange differences are recognised in equity in the consolidated
financials statements. Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly in equity, in which cases,

the exchange differences are also recognised directly in equity.

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

tax.

The tax currently payable is based on taxable profit for the year. Taxable profit
differs from net profit as reported in the income statement because it excludes
items of income and expense that are taxable or deductible in other years, and

it further excludes income statement items that are never taxable or deductible.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Taxation (cont’d)

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

neither the tax profit nor the accounting profit.

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

future.

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

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

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

credited directly to equity, in which case the deferred tax is also dealt with in

equity.
Retirement benefits scheme contributions

The pension cost charged in the income statement represents the contributions

payable in respect of the current year to the defined contribution schemes.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Financial instruments

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

immediately in profit or loss.

Financial assets

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

respectively and the accounting policies adopted are set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, trade and other receivables are
carried at amortised cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired, and is measured as the difference
between the asset's carrying amount and the present value of the estimated
future cash flows discounted at the original effective interest rate. Impairment
losses are reversed in subsequent periods when an increase in the asset's
recoverable amount can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed does not exceed what the

amortised cost would have been had the impairment not been recognised.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Financial instruments (cont'd)
Financial assets (cont’d)

Available-for-sale financial assets

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

occurring after the recognition of the impairment loss.

Financial liabilities and equity
Financial liabilities and equity instruments issued by a group entity are classified
according to the substance of the contractual arrangements entered into and

the definitions of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities. Equity instruments issued

by the Company are recorded at the proceeds received, net of direct issue costs.

The Group's financial liabilities are mainly comprised of other financial liabilities
which include secured borrowings from a fellow subsidiary, trade and other
payables and amounts due to fellow subsidiaries which fall within the category
of other financial liabilities. These financial liabilities are subsequently measured

at amortised cost, using the effective interest rate method.
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Notes to the Financial Statements
For the year ended 31st December, 2005

4. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Share-based payment transactions
Equity-settled share-based payment transactions

Share options granted to employees of the Company
The fair value of services received determined by reference to the fair value of
share options granted at the grant date is expensed on a straight-line basis over

the vesting period, with a corresponding increase in equity (share option reserve).

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

to retained earnings.

5. CRITICAL ACCOUNTING JUDCGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group's accounting policies which are described
in Note 4, management has made the following judgment that have most
significantly effect on the amounts recognised in the financial statements (apart

from those involving estimations, which are dealt with below).

Income taxes

As at 31st December, 2005, a deferred tax asset has been recognised in relation
to the unused tax losses of approximately HK$1,140,000 (2004:
HK$1,947,000). The realisability of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary differences will be available
in the future. In cases where the actual future profits generated are less than
expected, a material reversal of deferred tax assets may arise, which would be
recognised in the income statement for the period in which such a reversal takes

place.
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Notes to the Financial Statements
For the year ended 31st December, 2005

6. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's major financial instruments include borrowings, trade receivables
and trade payables. 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 31st December, 2005 is the carrying
amount of trade and other receivables 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.

G-PROP (HOLDINGS) LIMITED  Annual Report 2005

BIFSERR M o

BE_FFERFF+ _H=1—HIFE

6. BBEAKREIERZRBR

FEFEZTIZ2EMTABERE BHERIGIA
REZENFIR - ZE2MTAZHBERENS

MIFEA - S 2R T AN 2 EkR R A B
BZERRIBRHANTX - EEEEERER
ZERR - MREAGR I ARBEREE 2
i

FERR

HEZXGHFEERTREBRE _TTRAF+—

A=+—Bz@ER AKEAZZZEREERR
RIERBERBRAIIRZE S REMBERFIA
ZIRHE - AREREEERR  AEETERE
EREK—MAEBREEEFERE  FEH#ER
HiEEEIRfF @ WRERIETSEWAHE

Ko WA REEEER - AEBRSRER
B 5 EIAZ A EIRIE - R AW G FHRIEE
M BERE - BT E - ZARNEERA

AEBEZEERREKRERE -



Notes to the Financial Statements
For the year ended 31st December, 2005

7. TURNOVER

Turnover represents the net amounts received and receivable from third parties

and is summarised as follows:

Sales of investments in securities HEBLHEE
Rental income e WA
Income from finance B U

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into two operating
divisions — (i) investment and finance and (ii) properties investment. These
divisions are the basis on which the Group reports its primary segment
information. The segments of property rental and leasing of equipment and
trading of properties held for resale for the year ended 31st December, 2004
were grouped into the business segment of properties investment in order to in
line with the presentation for the year. The business segments of energy saving
machine (manufacturing and trading of energy saving machine) and other
investments (trading of investments in securities) have not been presented
because of these segments for the year did not have significant contribution to

the Group.

Principal activities are as follows:

Investment and finance — investing and financing activities

Properties investment ~ —  property rental and leasing of equipment and

trading of properties held for resale
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Notes to the Financial Statements

For the year ended 31st December, 2005

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

Business segments (cont’d)

Segment information about these businesses is presented below:

For the year ended 31st December, 2005

Income Statement:

Turnover

External sales

Segment result

Interest income
Unallocated corporate expenses

Finance costs

Profit before taxation

Taxation

Profit for the year

At 31st December, 2005

Balance Sheet:

ASSETS
Segment assets

Unallocated corporate assets
Consolidated total assets
LIABILITIES

Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities
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I8 (2,124)
F A5 A 7,092
R-ZEZEEF+-A=+—H
BESEX
BE
DEEE - 108,866 108,866
KOBERREE 27241
LREBEAE 136,107
af&
DEAEE - 3,104 3,104
AoERAFAE 1,205
o= == 4,309
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Notes to the Financial Statements

For the year ended 31st December, 2005

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

Business segments (cont’d)

For the year ended 31st December, 2004

B 5 ¥Rk M o

BE-TERF+- A=+ HIFE

8. EBiEoHE (

EXB¥oE (&)
BE_ZTNF+-A=1+T—-HLEHFE

&)

Energy Investment
saving Other and  Properties
machine investments finance investment Consolidated
BR REH
B4 88 Ht & B NERE &E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TAL TEL TEL TAL
Income Statement: Wi -
Turnover BT
External sales SNREHE - 4,800 422 4,140 9,362
Segment result A CE 551 (28) 7,643 3,230 11,396
Interest income | B U 15
Unallocated corporate expenses RABRARAX (2,696)
Finance costs B FE A AR (1,180)
Share of result of a jointly JE 1 2L R 42
controlled entity HEEE - - - (767) (767)
Gain on disposal of subsidiaries G NG AL & 3,436 = = = 3,436
Profit before taxation B 4 B ) 10,204
Taxation 18 306
Profit for the year F R 7l 10,510

SEEAFEH SEMEERAT 6




Notes to the Financial Statements
For the year ended 31st December, 2005

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(cont'd)

Business segments (cont’d)

For the year ended 31st December, 2004 (cont’d)

At 31st December, 2004

Balance Sheet:

ASSETS
Segment assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities

Other Information:

Depreciation

Geographical segments

The Group's operations are principally located in Hong Kong. All identifiable

assets of the Group are located in Hong Kong. Accordingly, no geographical

segments is presented.

R-ZEZENE+=-A=+—~H

BERMEX:

G-PROP (HOLDINGS) LIMITED  Annual Report 2005

BIFSERR M o

BE_FFLFT_A=1—HILFE

8. FEkiENE (&)

¥¥o8E (8

BE-ZZNE+-_A=+—BLFE (&)

Energy Investment
saving Other and  Properties
machine investments finance  investment Consolidated
BR RER
EER HittRE B NERE i)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THx TER THT THx TER
= = = 109,119 109,119
17,086
126,205
_ - 44 3,147 3,191
24,100
27291
— — — 2 2
WwEDE

REE 2 EBEERUNERE - NEBFAE A #5
BEDUNEE - Bt WEZFHR DM



Notes to the Financial Statements B 7 TR R B 5

For the year ended 31st December, 2005 HE-—FTFEAF+_A=Z+—HIFFE
9. OTHER OPERATING INCOME 9. Efba&=ZWA
2005 2004
HK$°000 HK$'000
FET FET
Other operating income included the following: Hin & WA BIEATIEE ¢
Write back of allowance for bad and BB SRR
doubtful debts 388 7,782
Write back of allowance for amount due 18 0] e Ui — P 2K (R 42 )
from a jointly controlled entity WS FRIB 2 B - 686
Write back of allowance for amount due BERl W —HE AT E QR
from an investee FRIB 2 P - 122
Interest income, other than from FEWA (TEEREEKER)
loans receivable 429 15
10. FINANCE COSTS 10. Ff B AR
2005 2004
HK$°000 HK$'000
FET FET
Interest on bank and other borrowings not BEARAFAZHERZ
wholly repayable within five years RIT R EAME TR E 159 1,180
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Notes to the Financial Statements B 7% R B 5

For the year ended 31st December, 2005

11. PROFIT BEFORE TAXATION

Profit before taxation have been arrived

at after charging:

Staff costs:
Directors’ remuneration (Note 12)
Salaries and other benefits
Retirement benefit scheme contributions,
excluding directors and after forfeited
contribution of HK$8,000 (2004: Nil)

Depreciation of property, plant and equipment

Auditors’ remuneration

and after crediting:

Property rental income, net of outgoings of
HK$ 1,103,000 (2004: HK$1,610,000)

BE_FTRF+-AZ+—HAIEE

11. BR B A&
2005 2004
HK$"000 HK$'000
FET FET
B B Al A 2 H0BR -
BITHA :
BEME (MizE12) 153 13
e REMEFR 976 1,020
BRINEFFEER  TEEES
I 2 R E 2 WL R 8,000 78 T
—TENF &) 40 46
1,169 1,179
ME BEEIEZITE - 2
1% B AT B & 460 340
WEFTA -
Y FEM 2 WA — BBk R
1,103,000 7 7T
—ZTPE : 1,610,000 % 7T) 3,086 2,530
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Notes to the Financial Statements B 7% e 2% M 5
For the year ended 31st December, 2005 HE-—FTFEAF+_A=Z+—HIFFE

12 DIRECTORS' EMOLUMENTS AND EMPLOYEES' 12 E5kEENME
EMOLUMENTS

(a) Directors’ emoluments (a) E=E#M<
2005 2004
HK$°000 HK$'000
FET FET
Directors' fees: o
Executives AT - -
Independent non-executives B IETT
— Leung, Yun-fai — 2 EE 52 50
— Lam, Yat-fai — M A R 51 50
— David Chain, Chi-woo —EHEE 50 13
153 113
Other emoluments: HEi & -
Executive directors: HWITES
Salaries and other benefits e hEMEF - =
Retirement benefit scheme contribution RREF B - =
Independent non-executive directors B IEMITES = -
Total directors’ emoluments EEMerE 153 13
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Notes to the Financial Statements
For the year ended 31st December, 2005

12 DIRECTORS' EMOLUMENTS AND EMPLOYEES'

(b)

EMOLUMENTS (cont'd)

Employees’ emoluments

Of the five individuals with the highest emoluments in the Group, one
(2004: two) was independent non-executive director of the Company
whose emoluments are included in (a) above. The emoluments of the

remaining four (2004: three) individuals were as follows:

Salaries and other benefits e REMBEF
=

Retirement benefit scheme contributions RIRERET SR

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

During the year ended 31st December, 2005 and 31st December, 2004, no

emoluments were paid by the Group to the five highest paid individuals,

including directors, as an inducement to join or upon joining the Group. No

directors waived any emoluments in the year ended 31st December, 2005 and
31st December, 2004.
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B 5 R MY et
BE_FTRF+-AZ+—HAIEE

= (&)

12. 5 N e 8 B

(b) EEME
rEFBRfUSSHFMEEEP —UAEA
AZBIFATES (ZZETHF M
i) - EMEEREIIN EX@) - T
fii (ZZZMF : =fz) AEtzMeER

YT
2005 2004
HK$'000 HK$'000
FET TET
976 1,020
a1 46
1,017 1,066

BALZ8E A 1,000,000 ETLATZ
& F Al o

REE_ZTRF+_A=+—HUEFER_-ZT
TNFE+-—A=+—BILEFERN  AEEBES
e FZAMNGE=HEES (REES)
EAEMARIINAKRER R 2B - HE—TF
AF+—A=+—ARZZTMF+_A=1+—
BIEFERN TEESHETAHS -



Notes to the Financial Statements
For the year ended 31st December, 2005

B 5 ¥Rk M o

BE-TERF+- A=+ HIFE

13. TAXATION 13. BiIA
2005 2004
HK$°000 HK$'000
FTER FAT
The charge (credit) comprises: T (Ee) B
Taxation of the Company and its subsidiaries AR REWBE QR 2FIE
— Taxation outside Hong Kong — BB AIM & 18 = 3
Deferred taxation (note 30) EERIE (MH5E 30) 2,124 (309)
2,124 (306)

No provision for Hong Kong Profits Tax has been made as the group companies
which are subject to Hong Kong Profits Tax either incurred tax losses for the year

or have tax losses brought forward to set off assessable profit for the year.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the

relevant jurisdiction.

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

per the consolidated income statement as follows:

SERRAGNEEMNESH - BERNFRNELHR
BEE S AR RIS B 1R AR S A 2 ERR B4
M MERBREBENSHER -

H A RDE R 2 BIR 0% B AR [ B 2

R E -

FR2BEXH (ER) Biga Wi ZRTAT
i HE RN

2005 2004

HK$'000 HK$'000

FERT FET

Profit before taxation B 15 B = 9,216 10,204

Taxation at the income tax rate of 17.5% BB E 175018 2/ 1A 1,612 1,786
Tax effect of income not taxable for tax purpose BEARMBAZB BT E (2,523) (2,601)

Tax effect of expenses not deductible for tax purpose B E NIRRT 2 714 716

Tax effect of tax losses not recognised PTHAMBERZHEZE 2,321 278
Utilisation of tax losses previously not recognised AL AR HEER - (619)

Tax effect of share of result of a jointly controlled entity — FE{f HERIFR I EE 45 2 S & - 134
Taxation charge (credit) for the year FEREAEXH (BEx) 2,124 (306)

Details of deferred taxation are set out in note 30.

EIERLIA 2 FIE M EE 30 o
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Notes to the Financial Statements
For the year ended 31st December, 2005

14. DIVIDENDS

Proposed final dividend of HK$0.01 (2004: Nil)

per share

The directors have resolved to recommend the payment of a final dividend of
HK$7,941,000 representing HK$0.01 (2004: Nil) per share in respect of the
year ended 3 1st December, 2005. The final dividend proposed after the balance

sheet date has not been recognised as a liability at the balance sheet date.
15. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the profit for the year
of HK$7,092,000 (2004: HK$10,510,000) and on the weighted average
number of ordinary shares in issue of 781,383,827 shares during the year
(2004: 691,257,800 shares).

The calculation of the basic earnings per share for the year ended 31st

December, 2004 have been restated as a result of the application of HKFRSs

BIFSERR M o

R AR HRR BB 0.01 BT
(ZEZTWNF : &)

HBE—TERE+—A=+—AIEE
14. fx &

2005 2004

HK$'000 HK$'000

FET FET

7.941 —

EERAERBEHE ST AT+ A =1—
BIEFE2Z2REKE 7,941,000 T © A&
0018 (ZZEZWF : &) - REEHE
BRE ARHRENGEERAN RBERREE -

15. BIR & F

BREARZRFIZEEAREF] 7,092,000 Fx (=ZF
T4 : 10,510,000 L) RFAE#EITER
& hn#e 35 R% £ 781,383,827 % (ZZTZTPUF -
691,257,800 %) &t & -

RMREREEMBREER  BE_TTMF+
A=t RLEFEZERERBNZAET X

and details are shown below: BEE% - FIEMT
Profit for the year Basic
31st December, earnings
2004 per share
HE_Z2NF
+=ZA=+—H
LEERAN SREXRER
HK$'000 HK$
FERT T
Reported figures before adjustments ABA 2 2HRET 10,248 0.015
Adjustment arising from application of new HKFRSs ~ FE 3T &8 81 7% 3 &5 2 Rl e A4 2 S & 262 -
Restated =5 10,510 0.015
For the year ended 31st December, 2005 and 3 1st December, 2004, no diluted BE_ZTZRAF+_A=1+—BER_ZZTWNF+

earnings per share has been presented as there were no dilutive potential

ordinary shares in issue.
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Notes to the Financial Statements
For the year ended 31st December, 2005

16. PROPERTY, PLANT AND EQUIPMENT

B 5 ¥Rk M o

BE_FTFRFT_A=1+—HILFE

16. W15 BB Mk

Energy Furniture,
saving Plant and fixtures and
machines machinery equipment Total
& -
R E W= R e RERRE B
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FHT FHT
COST %N
At Tst January, 2004 RZZETWF
—H—H 7,185 1,744 888 9,817
Disposal of subsidiaries i yEING| (7,185) (1,744) (888) (9,817)
At 31st December, 2004 and i
31st December, 2005 +—A=+—8K
“TTRE
+-A=+—H = = . _
DEPRECIATION AND RERITE
IMPAIRMENT
At Tst January, 2004 RZZTNFE—AF—H 7,144 1,744 388 9,776
Provided for the year FEERE 2 - - 2
Disposal of subsidiaries iGN (7,146) (1,744) (888) (9,778)
At 31st December, 2004 and i
31st December, 2005 +—A=+—8K
“TERE
+-A=+—H = = . _
NET BOOK VALUES REFE
At 31st December, 2005 R-ZTTHF
+-A=+—H = = . _
At 31st December, 2004 R-ZEME
+=A=t+—8 = - - _

The above items of property, plant and equipment were depreciated on a straight

line basis at the following rates per annum:

Energy saving machines 10%
Plant and machinery 15%
Furniture, fixtures and equipment 10 — 20%

W% - BERRB T E R A EAFES
NEREMBEERR - BEZFXRMT ¢

REREN A 83 10%
B T 25 15%
B HEREE 109%-20%
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Notes to the Financial Statements
For the year ended 31st December, 2005

17. INVESTMENT PROPERTIES

B 5 R MY et
BE_FTRF+-AZ+—HAIEE

17. IXEW=E

HK$'000
FHET
FAIR VALUE Q¥ E
At 1st January, 2004 R-ZZTNFE—-H—H 107,350
Increase in fair value recognised in income statement 2 7 U & 7= FE R 2 A FE 15 41 730
At 1st January, 2005 RZZZTRF—H—H 108,080
Disposals & (5,407)
Increase in fair value recognised in income statement 2 7 U & 7= FE R 2 A FE 1 40 5,047
At 31st December, 2005 R-FTRF+_A=1+—H 107,720

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

as follows:
Long leases R EATA A
Medium-term leases FRERFE 4

The fair value of the Group's investment properties at 3 1st December, 2005,
has been arrived at on the basis of a valuation carried out on that date by Norton
Appraisals Limited, independent qualified professional surveyors not connected
with the Group. Norton Appraisals Limited has appropriate qualifications and
recent experience in the valuation of similar properties in the relevant locations.
The valuation, which conformed to The Hong Kong Institute of Surveyors
Valuation Standards on Properties (1st Edition) published by the Hong Kong

Institute of Surveyors was based on open market value basis.
All of the Group's investment properties held under operating leases to earn

rentals or for capital appreciation purposes are measured using the fair value

model and are classified and accounted for as investment properties.
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AERGEEEBELHREFT ZIREYEMNT

2005 2004
HK$'000 HK$'000
FTER TR
620 480
107,100 107,600
107,720 108,080

AREFERENER_ZTHFE+_A=+—HZ

A ER - REREERERE B S ERE
FORGHRN TS BRI AR AR N Z B#ETZ
HEREEMNE - THERTHERAAERN
ARt Sz REA M EGEEFES A% RITH
ZEEESR - ZEMEDBSTE S EMB e
Bz EMEER (B—IR) @ WERARME
HEEBEITEM -

AEBERERBELAOFENRDESHEE
FIBERBZIREYE - TDARTFEEXGFTE
WHBERIEREYE -



Notes to the Financial Statements

For the year ended 31st December, 2005

18. GOODWILL

COST
At 1st January, 2004
Write off or eliminated upon disposal of subsidiaries

At 31st December, 2004
Eliminated upon the application of
HKFRS 3 (Note 2)

At 1st January, 2005 and 31st December, 2005

AMORTISATION AND IMPAIRMENT
At 1st January, 2004
Write off or eliminated upon disposal of subsidiaries

At 31st December, 2004
Eliminated upon the application of
HKFRS 3 (Note 2)

At 1st January, 2005 and 31st December, 2005

Goodwill was amortised for three years before 1st January, 2005.

19. INTANGIBLE ASSET

COST
At 1st January, 2004
Written off

At 31st December, 2004 and 31st December, 2005

AMORTISATION AND IMPAIRMENT
At 1st January, 2004
Written off

At 31st December, 2004 and
31st December, 2005

NET BOOK VALUE
At 31st December, 2004 and
31st December, 2005

Patent was amortised over twenty years.

B 5 ¥Rk M o

BE-TERF+- A=+ HIFE

18. &
HK$'000
FET
R
R-ZZEZNF—H—H 122,883
BB BR BT B 2 =) B 4 55 =k Bk (22,402)
R_ZEENF+-_A=+—H 100,481
KA BB 53R S 28
%3Gk (MaE2) (100,481)
R-ZEERF—F—AR-_ZTTRF+-_A=1+—8© -
BERITE
RZZEZNF—H—H 122,883
FARBR BT B8 2 =) B 4 55 =k Bk (22,402)
RZZEZNF+=—RA=+—H 100,481
KA BB Y 5 0R S 2L
% 3R (PR EE 2) (100,481)

RZZEZRF—F—HBRK
—ETERF+_A=+—H -

—TERF—H B BENKB=FEE -

1. B & E

Patent
=R
HK$'000
FHEIT
%N
R-ZEZWFE—H—H 30,600
i 34 (930)
RZZEZENFF+_A=+—HBK
—FFRFtTZA=1+—H 29,670
B RITE
R-ZEETMNE—H—H 30,600
H 85 (930)
RZZEZENFF+_A=+—HBK
—TFRFtZA=1+—H 29,670

MREFE
R_ZFZEOFE+_A=t—H8BEK
—ERRFE+-R=+—H N

EREDR-TFH# -

—TTRFFH SECEERAT




Notes to the Financial Statements B 7% R B 5

For the year ended 31st December, 2005 Bz —_FTFRF+_A=Z+—HIFFE
20. INTERESTS IN ASSOCIATES 20. BEE AR R
2005 2004
HK$'000 HK$'000
FH T T T
Share of net assets of associates BN N EEFH - -

Details of the Group's associates at 3 1st December, 2005 are set out in note AEFBMEANRN _ZETZRF+_A=+—8BZ
p

38, = IBEHTEE 38 o
21. INTERESTS IN JOINTLY CONTROLLED ENTITIES RIS B RS
2005 2004
HK$'000 HK$'000
TR FHT
Share of net assets of jointly controlled entities BEAREREREEFHE - =

Details of the Group's jointly controlled entities at 31st December, 2005 are set REBR_ZZRF+-A=+—H 2 HREZEH

out in note 39. B 7 FBENME 39 -
22. AVAILABLE-FOR-SALE FINANCIAL ASSETS 22. At E v e B E
2005 2004
HK$'000 HK$'000
FExT FET
Club debentures, at fair value gHES  ERTE 220 220
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Notes to the Financial Statements
For the year ended 31st December, 2005

23. TRADE AND OTHER RECEIVABLES

Included in trade and other receivables of the Group are trade receivables of
HK$182,000 (2004: HK$594,000) comprising mainly rental receivables which
are billed in advance and settlements are expected upon receipts of billings. Its

aged analysis at the balance sheet date is as follows:

Within 30 days 30HA
— 60 days 1—60H
Over 60 days 38 60 H

The fair value of the Group's trade and other receivables at 3 1st December, 2005

approximates to the corresponding carrying amount.

24. SHORT-TERM LOANS RECEIVABLE

U E 3R
Less: Allowance for bad and doubtful debts B RIBERES

Loans receivable

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

was over due.

B 75 R < B 7

BE_FFRF+ _A=+—HIFE

23, & H b fE U 5K IB

REBZE S REAMEKRFIBE A 182,000 74
T (ZZZPU4 : 594,00087T) 2EKRE SR
B EEABAFE 2 REMBHNKEIERE%
eXftzEKES - U TARGEER ZREHD

i
2005 2004
HK$000 HK$'000
FTERx FTAT
172 299
3 219
7 76
182 594

AEBEZESREMBRFER _STRF+—
A=t —RAZAFEEEREERLY -

24, J,T\Lly%4/ﬂi)fa'/\

2005 2004
HK$'000 HK$'000
FERT FHET
3,530 7,371
(3.530) (7,371)
REBREER 2 ERB#MAERRE 2 EER

il
R ARERGEAZREETREREEEH -
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Notes to the Financial Statements
For the year ended 31st December, 2005

25. TRADE AND OTHER PAYABLES

Included in trade and other payables of the Group are trade creditors of
HK$146,000 (2004: HK$227,000). Its aged analysis at the balance sheet date

is as follows:

Within 30 days 30EA
— 60 days 31 —60H
Over 60 days i@ 60 H

The fair value of the Group's trade and other payables at 31st December, 2005

approximates to the corresponding carrying amount.
26. AMOUNTS DUE TO FELLOW SUBSIDIARIES

The amounts are unsecured, non-interest bearing and repayable on demand.
The fair value of the Group's amount due to fellow subsidiaries at 31st

December, 2005 approximates to the corresponding carrying amount.

27. SECURED BORROWINGS FROM A FELLOW
SUBSIDIARY

The secured borrowings from a fellow subsidiary

are repayable as follows: FEARMAT ¢

Within one year or on demand —FARILBE A

Between one and two years —FEEMERA

Between two and five years MEZRFA

Over five years hF%

Less: Amount due within one year s —F A EIERE 5
included in current liabilities mENEEZ R

Amount due after one year —FIREIBZ KEE

At 31st December, 2004, the borrowings were repayable by instalments over a
period of 16 years, secured by the investment properties of the Company and

bore interest at market rates. The amount was fully repaid during the year.
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BIFSERR M o

BE_FFERFF+ _H=1—HIFE

Z) N E A e 5 508

REE 2B 5 REMBERNFKIEERTA 146,000 &
T (ZZEZM4E : 227,00087T) ZEMNBSHR
He UTRARGEER ZEREDT

25. &

2005 2004
HK$'000 HK$'000
FTER THTT
28 30

10 29

108 168

146 227

AEBZESREMENFER _ZTRF+
A=t+—HZAVEEEREERS

26. EfS B Z B~ RIFIR

BRASREREER %5& ?;zL%M@}a A&
Bz ENERAMBRARFER_FTAF+_H

=+—H Z”A?ﬁﬂﬂﬁi\ﬁ%ﬁfﬁ*ﬁﬁ

27. AZMB AR 2 B M E

g
2005 2004
HK$"000 HK$'000
FExT FET
=l
- 969
- 1,019
- 3,381
- 17,780
- 23,149
- (969)
- 22,180
R-ZZME+—A=+—8  ABEEEZR+
FHHEE  AARRIZREMEERIR - &m
BEEE - EEFBEERFTFANBHEE -



Notes to the Financial Statements B 7 TR R B 5

For the year ended 31st December, 2005 HE-—FTFEAF+_A=Z+—HIFFE
28. SHARE CAPITAL 28. IR
Number of
ordinary shares Amount
ZEREE RE
HK$'000
FET
Ordinary share of HK$0.01 each BRREE 0.01 Btz TRk
Authorised: JEEMRA
At 1st January, 2004, 31st December 2004 R-_ZETZWMF—HF—A8
and 31st December, 2005 EENF+_—_A=+—H
AZEERF+=A=+—8 80,000,000,000 800,000
Issued and fully paid: BBEITRHERKRA
At st January, 2004 R-ZEZEM4E—F—H 182,641,386 1,826
Issue of shares BEITRMD 508,616,414 5,086
At st January, 2005 R-ZEZER4¥—-A—H 691,257,800 6,912
Issue of shares (note) BT (PRTEE) 102,800,000 1,028
At 31st December, 2005 RZZEZTRF
+=-A=+—~H 794,057,800 7,940

Note: Pursuant to a share placing agreement dated 1st February, 2005, the Company MizE: BREBBHA—TTRF_A—HAZRMHREEH

issued 102,800,000 ordinary shares at a price of HK$0.255 per share in February, o ARRIRZEERF-REER 0255 %
2005. The proceeds was mainly used to repay the secured borrowings from a fellow JC2 B8 317 102,800,000 IR LB © FT15 5K
subsidiary. The new shares issued during the year rank pari passu with the then BEFrEANERRRMBAR FEREER -
existing shares in all respects. FRBITZAAEHRESTHGRERZIRE

B EHRERER -

“TEERFFR ECXARRAR 7
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Notes to the Financial Statements
For the year ended 31st December, 2005

29. SHARE OPTION SCHEME

The Company has adopted a share option scheme on 15th February, 2002 (the
2002 Scheme") for the primary purpose of providing incentives to directors and

eligible employees. Details are as set out below:

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

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

not lapsed will be counted as part of the Mandate Limit.

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

options) will not be counted for the purpose of calculating the refreshed 10%.
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Notes to the Financial Statements
For the year ended 31st December, 2005

29. SHARE OPTION SCHEME (cont'd)

The Company may, by the approval of the shareholders in general meeting, grant
options beyond the 109% limit provided that the options in excess of the 10%
limit are granted only to employees specifically identified by the Company before

shareholders’ approval is sought.

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

associates abstaining from voting.

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

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

No options were outstanding at 31st December, 2005 and 31st December,
2004 under the 2002 Scheme. No options were granted, exercised, cancelled

or lapsed during the two years.
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Notes to the Financial Statements
For the year ended 31st December, 2005

30. DEFERRED TAX LIABILITIES (ASSETS)

The following are the major deferred tax liabilities (assets) provided (recognised)
by the Group and movements thereon during the current and prior reporting
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30. RERIBEEE (BE)

AT AR E B &k — S SR A B
(fER) <ET2RLEHREBEEE (BE) RERE

periods: &) -
Revaluation Accelerated
of investment tax Tax
properties depreciation losses Total
Efh hiikzs
REWE BIENE BEER mE
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHET THT FHET
At 1st January, 2004, RZZEZMF—HF—H
as originally stated (REZ7) - 3,623 (3,040) 583
Effect of changes BABREY  TE
in accounting policies (GEE))
(note 3) (2,409) - 1,042 (1,367)
At st January, 2004, as restated R _ZEZTPF
—A—8 (&%) (2,409) 3,623 (1,998) (784)
Charge (credit) to income me GtA) §£F
statement for the year Uz & 88 (448) 51 (309)
At 1st January, 2005 R_ZTZEREF
= e (2,321) 3,175 (1,947) (1,093)
Charge to income statement B FEKam K
for the year 858 305 807 1,970
Realised on disposal of HERE
investment property ) B R 264 (110) - 154
1,122 195 807 2,124
At 31st December, 2005 R_ZEZTRF
+=—A=+—8 (1,199) 3,370 (1,140) 1,031

At 31st December, 2005, the Group has unused tax losses of HK$709,059,000
(2004: HK$700,408,000) available for offset against future profits. A deferred
tax asset has been recognised in respect of HK$6,516,000 (2004:
HK$11,129,000) of such losses. No deferred tax assets have been recognised
in respect of the remaining tax losses of HK$702,543,000 (2004:
HK$689,279,000) due to the unpredictability of future profit streams. All unused
tax losses may be carried forward indefinitely.
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Notes to the Financial Statements
For the year ended 31st December, 2005

BE_FFRF+ _A=+—HIFE

1. DISPOSAL OF SUBSIDIARIES . R BT S 2 A
2005 2004
HK$°000 HK$'000
FTER FHEIT
Net liabilities disposed of: WERFEEE
Property, plant and equipment Mm% - BB RRiE = EY
Bank balances and cash RITHEERIRS - 58
Trade and other payables E 5 Kk H M A FRIE - (2,905)
Obligations under finance leases B ISR K A - 971)
Net liabilities FHEE = (3,779)
Provision for guarantee given to B T MR 1R 2 B
financial institutions in respect AR K EEIRMER
of facilities granted to a disposed subsidiary - 343
Gain on disposal of subsidiaries WIBR BB A B e - 3,436
Total consideration RERT - =
Net outflow of cash and cash equivalents ERMBRMBARIZERE R
in connection with the disposal of subsidiaries: REeFHEIAE MLFE :
Bank balances and cash disposed of BHbR 2 RITEFRRS - (58)
32. OPERATING LEASE ARRANGEMENTS 2. IEEHH T
The Group as lessee AEE (LEBEASMD)
2005 2004
HK$°000 HK$'000
FER FAET
Minimum lease payments paid REERAT 2
under operating leases EHE 42 42

“EERFFR FECEERA 79
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Notes to the Financial Statements
For the year ended 31st December, 2005

32. OPERATING LEASE ARRANGEMENTS (cont'd)

At the balance sheet date, the Group had commitments for future minimum

lease payments under non-cancellable operating leases which fall due as follows:
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2. REMBHTH (8)

REEH  AEERTIRBEEEENZBRER
EESAZZIHANT

2005 2004

HK$'000 HK$'000

FERT FHET

Within one year —FR 7 42
In the second to fifth year inclusive FE_ZFZRF (BEERMFEAN) - 7
7 49

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

premises. Leases and rentals are negotiated for a fixed term of two years.

The Group as lessor
Property rental income earned during the year was HK$4,189,000 (2004:
HK$4,140,000) with a rental yields of approximately 3.89% (2004: 3.839%).

Certain properties have committed tenants for the next two years.

REMNFREAEERRATWERN ZHE
T MBRHEE 2 BRHABEBME

AEE (UHBEAEHD)
FRHREB 2 MERS W AR 4,189,000 7% T
(ZZZTWF : 4,140,00087L) © HESWESR
#%3.89% (ZZTZMF : 3.83%) - AT
EREMFEHEBEFTHOZHES -

At the balance sheet date, the Group had contracted with tenants for the REER  AEEEAFETAAYNZ HEREK
following future minimum lease payments: HEHAT :
THE GROUP
AEE
2005 2004
HK$"000 HK$'000
FER FHET
Within one year —F R 1,627 2,229
In the second to fifth year inclusive FE_ZFRF (BEERMFEAN) 455 642
2,082 2871
33. PLEDGE OF ASSETS 33. BEHEM
At 31st December, 2004, the Group's investment properties amounting to RZBEZEME+ZA=Z+—HB K&

HK$73,100,000 were pledged for certain loan facilities provided by a fellow
subsidiary of the Group. The pledge was released upon the repayment of loans

during the year.
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Notes to the Financial Statements
For the year ended 31st December, 2005

34. RETIREMENT BENEFITS SCHEMES

The Group operates defined contribution schemes for all eligible employees.

The assets of the schemes are held separately from those of the Group, in funds

under the control of trustees. The retirement benefit cost charged to the

consolidated income statement represents contributions payable to those

schemes by the Group for the year.

The total cost charged to consolidated income statement of HK$40,000 (2004:
HK$46,000) after forfeited contribution of HK$8,000 (2004: Nil) represents

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

35. RELATED PARTY TRANSACTIONS AND
BALANCES

V)

()

Transactions

During the year ended 31st December, 2005:

(@

(b)

©

The Group paid interest of HK$159,000 (2004:
HK$1,180,000) to Oriental Ford Finance Limited, a fellow
subsidiary of the Company. This interest was charged at
prevailing market rates based on outstanding balances during

the year.

The Group paid rent of HK$42,000 (2004: HK$42,000) to
Chinese Estates, Limited, a fellow subsidiary of the Company,
for the lease of office premises to the Group. The amount

paid was based on terms agreed by both parties.

The Group received rental income of HK$118,000 (2004:
HK$82,000) from The House of Kang Sang Hong Limited,
an associated company of Chinese Estates. The rental was
charged at a fixed amount of approximately HK$10,000 per

month, which was based on terms agreed by both parties.

Balances

Details of balances with related parties at the balance sheet date

are set out in the consolidated balance sheet.
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>

\
/

m x5
RBE_ZTRAF+ _A=+—HIHF
g

@ AEBMARRZEARKEBAA
Oriental Ford Finance Limited 3 15 Fl
2159000 T (ZEFTMF :

11wmm%ﬁ)°%ﬁﬂéﬁiw
M AR EE B RA BT 5 A R &t

b)) AEERARAZERHEDRE
ABEBRATAREERAET T A
EEYHHS 42,0008 T (ZZEF
PU4F : 42,00077L) - BEff 255
TRERE 2 FHHE -

© AEEREABEZHBENREL
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Notes to the Financial Statements

For the year ended 31st December, 2005

36. BALANCE SHEET OF THE COMPANY

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

Non-current Assets
Interests in subsidiaries
Club debenture

Current Assets
Trade and other receivables

Bank balances and cash

Current Liabilities

Trade and other payables

Amount due to a fellow subsidiary

Net Current Assets

Capital and Reserves
Share capital

Share premium and reserves

Non-current Liability

Amounts due to subsidiaries

FRBEE
BB A Al R

SHRES

MENEE

B 5 R E A U RIR

RITBEFRER

BB E

85 ME RN RIA
e R Z KB A )

MEEEFE

AR
&N
P £k (B X% s

FRBAR

J& A1 Y BB & =] IR
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36. ARRIBEERER

ARABRGEERZEERBERNT ¢

2005 2004
Notes HK$°000 HK$'000

B 5 FE T T T
89,309 74,346

100 100

89,409 74,446

280 275

26,575 14,881

26,855 15,156

487 598

B 109 66
596 664

26,259 14,492

115,668 88,938

7,940 6,912

@) 107,663 81,919

115,603 88,831

65 107

115,668 88,938
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For the year ended 31st December, 2005 BE_ZEZRF+_H=+—HIFE
36. BALANCE SHEET OF THE COMPANY (cont'd) 6. ARAIEERER (B)
Note: s
(a) Share premium and reserves (@) BOBEERHHE
Share
capital

Share deemed to Contributed Retained

premium be issued surplus profits Total
WEB
28T
R4 E Z A BABER R T B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FAET FHT FET FHET
THE COMPANY PN
At 1st January, 2004 RZZEZMFE—HF—H 16,300 5,086 = 62,522 83,908
Effect of capital reduction BB AR AN 2 R 2 (16,300) - 16,300 = =
Transfer 2 - - (16,300) 16,300 =
Shares issued under BB ERHBAEEIT 2 RHG
debt restructuring - (5,086) - - (5,086)
Profit for the year FEm A - - - 3,097 3,097
At st January, 2005 RZZEZRFE—H—H - - - 81,919 81,919
Shares placement fi & B (9 24,764 — — = 24,764
Profit for the year F 2 F = - - 980 980
At 31st December, 2005 RZFFAF+_A=1+—H 24764 = = 82,899 107,663
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Notes to the Financial Statements
For the year ended 31st December, 2005

37. PRINCIPAL SUBSIDIARIES

Details of the Company's principal subsidiaries at 31st December, 2005 are as

follows:

value of issued

and fully

Place of paid ordinary

Name of subsidiary incorporation share capital

ERITREE

)N o it B 3L 3t B EERARNEHE

Boria Enterprises Limited Hong Kong HK$20

EXKEEFRAA] B 20%7T

Gold Concept Limited Hong Kong HK$2

THAER AR S 28T

Great King Limited Hong Kong HK$2

REBRAA] HE 23T

Legend Power Ltd. (note) British Virgin US$2,000
(PRFEE) Islands

REBEBRERS 2,000 37T

Superkey Development Hong Kong HK$2

Limited BE 2T

BIFSERR M o
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37. T EWBE R A

RRAEEWNBRRR_ZEZRAF T _A=1+—

BZEBHT :

Attributable
proportion of
nominal value of

issued share capital

BEHERBRAF

Note: Pursuant to the debt restructuring in July, 2003, Koga Limited (a creditor of the
Group previously) was granted a call option to acquire 50% interest in Legend
Power Ltd., within the next 5 years from the date of the completion (January, 2004)
of the transfer of the equity interest in Legend Power Ltd. from Koga Limited to the
Group under the debt restructuring, at a consideration of the higher of HK$150,000
and 500% of the consolidated net tangible assets of Legend Power Ltd. when the

call option is exercised. Such option has not been exercised during the year.

All the above subsidiaries operate in Hong Kong.
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held by the Company Principal activity
KRR FEFE BT
JR < T {8 b = FEXK
Directly Indirectly
HE a1
= 100%  Property investment
MEERE
= 100%  Property investment
MERE
- 100%  Property investment
MERE
- 100%  Investment holding
BE R
- 100%  Property investment
MERE
Miz:: BRER-_ZZ=F+ATzBEHEA

Koga Limited (ZA&EBZ AIEREA) ERRE
HitE - X Koga IRIBEBEMETK M AEE T
X %7 Legend Power Ltd. f&##E (ZZTMF—
R) BFEFA - AR TR E BRI
150,000 /& 7.8k Legend Power Ltd.Z 47 & B 2
BEFES %N (ABReERE) 2RE B
A Legend Power Ltd.Z 500 # 25 ©

A LRMBRARIHERELE -



Notes to the Financial Statements
For the year ended 31st December, 2005

37. PRINCIPAL SUBSIDIARIES (cont'd)

The above table lists the subsidiaries of the Company which, in the opinion of
the directors, principally affects the results or assets of the Group. To give details
of other subsidiaries would, in the opinion of the directors, result in particulars

of excessive length.

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

year or at any time during the year.
38. ASSOCIATES

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

31st December, 2005 are as follows:
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37. T EWBE R A ()
PR AEERATEFEREFEEENEE

ZARRBIMBAR - EFRG - HIIEMKER
AzEMBESREILE

B AT B A B A F R e N R e E
EARERELKES -
38. Bt A A

ARABEERBEZAREEIEBRERRN_TF
EFE+-_A=+—RZHBWOT :

Al

Proportion of nominal

value of issued

share capital held

Principal activities

e #4T
RAEEL R FEXEK
50%  Investment holding
REER
50%  Trading of energy saving

Form of Place of
Name of associate business structure incorporation
N E 5 iR Si o 1 AR 3L 3t B
Legend GP (Canada) Incorporated British Virgin Islands
Limited Rl REBEBRES
Legend Power Incorporated Canada
System Inc. A AL mex

The above associates operate in Canada.

machines

o 25 AL JE A 2 o=
EBRENAE S

LB ERNRIENEANEE -
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39. JOINTLY CONTROLLED ENTITIES

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

Company at 31st December, 2005 are as follows:

BIFSERR M o
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39. KREHIEEE

MEFAZAEE T2 ARZEERER -

N/NC]
ZERF+_A=+—HZFBOT :

Form of Proportion of nominal
Name of business Place of value of issued
jointly controlled entity  structure incorporation share capital held Principal activities
R #47
HAEZHERER (BAREN & At B 37 3t B BRAEEBELER FEXEH
Golden Royce Investment Incorporated Hong Kong 40%  Property investment
Limited S 32 e MERE
SRMREFGR AT
Top Grade Assets Limited Incorporated British Virgin Islands 50%  Property investment
A Sz EEERREFD MERE
Upgrade Properties Limited ~ Incorporated British Virgin Islands 50%  Property investment
Rl REBER S MERE

The above jointly controlled entities operate in the PRC.

40. POST BALANCE SHEET EVENT

On 27th February, 2006, Great King Limited and Gold Concept Limited, being
wholly owned subsidiaries of the Company, entered into a preliminary sale and
purchase agreement with an independent third party to dispose of investment
properties with carrying value at 31st December, 2005 of HK$68.10 million at
an aggregate consideration of HK$67.80 million. The formal sale and purchase

agreement was signed on 13th March, 2006.

The transaction has not been completed at the date of this report.
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0. AHEBRREIRA
R-BBXE-A=1+A  REARLFARE

BAERAR (RprlzzEWBAR) H—2%
NE=FAUBRREER R WHERZZZER
F+ZA=+—HERMAEA 68,100,000 &L 2
KEME - BRER 67,800,000 5%7% o EXE
EMHZECR_ZEENF=A+=

RAREBEH  ZEXHHARTK °



