HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The Company is incorporated in the Cayman Islands as
an exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The address of the registered
office and principal place of business of the Company are
disclosed in the Corporate Information of the annual report.

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. Its
subsidiaries are principally engaged in the development,
management and provision of essential and recreational
services for residential housing and leisure projects in
Discovery Bay, Lantau Island, other property development,
property investment, hotel operation, manufacturing,
securities investments and provision of health care
Services.

The Group’s associates are principally engaged in property
development, property investment, construction and
provision of health care services.

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 (“INTs”)
(hereinafter collectively referred to as “new HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) 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 tax 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 and
prior accounting years are prepared and presented:
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

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
1 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 was
capitalised and amortised over its estimated useful life.
The Group has applied the relevant transitional provisions
in HKFRS 3. With respect to goodwill arising on acquisition
of an associate previously capitalised on the consolidated
balance sheet, the Group has discontinued amortising
such goodwill from 1 April 2005 onwards and goodwill
will be tested for impairment at least annually or in the
financial year in which the acquisition takes place. Goodwill
arising on acquisition after 1 January 2005 is measured at
cost less accumulated impairment losses (if any) after initial
recognition. As a result of this change in accounting policy,
no amortisation of goodwill has been charged in the current
year. Comparative figures for 2005 have not been restated
(see note 3 for the financial impact).

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 was presented as a
deduction from assets and released to income based on
an analysis of the circumstances from which the balance
resulted. There was no negative goodwill at 31 March
2005, accordingly no opening adjustment has been
required. The discount on acquisition of an associate
during the year is recognised in profit or loss for the year
(see note 3 for the financial impact on current year income
statement).
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

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 1 January 2005, generally does not permit to
recognise, derecognise or measure financial assets and
liabilities on a retrospective basis. The principal effects
resulting from the implementation of HKAS 32 and HKAS
39 are summarised below:

Convertible bonds

Previously, convertible bonds were classified as liabilities
on the consolidated balance sheet. HKAS 32 requires an
issuer of a compound financial instrument that contains
both financial liability and equity components to separate
the compound financial instrument into the liability and
equity components on initial recognition and to account
for these components separately. At the date of issue,
the fair value of the liability component is estimated using
the prevailing market interest rate for similar non-
convertible debts. The difference between the proceeds
of issue of convertible bonds and the fair value assigned
to the liability component representing the conversion
option for the holders to convert the bond into equity, is
included in equity. In subsequent periods, the liability
component is carried at amortised cost using the effective
interest method (see note 3 for the financial impact on
current year income statement).

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.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

By 31 March 2005, the Group classified and measured its
investment in securities in accordance with the alternative
treatment of Statement of Standard Accounting Practice
(“SSAP™) 24. Under SSAP 24, investments in securities
are classified as “trading securities”, “non-trading
securities” or “held-to-maturity investments” as
appropriate. Both “trading securities” and “non-trading
securities” are measured at fair value. Unrealised gains or
losses of “trading securities” are reported in profit or loss
for the period in which gains or losses arise. Unrealised
gains or losses of “non-trading securities” are reported in
equity until the securities are sold or determined to be
impaired, at which time the cumulative gain or loss
previously recognised in equity is included in the profit or
loss for that period. From 1 April 2005 onwards, the Group
has classified and measured its debt and 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 investments”.
“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. “Available-for-sale financial assets” that
do not have quoted market prices in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by delivery
of unquoted equity instruments are measured at cost less
any identified impairment loss at each balance sheet date
subsequent to initial recognition. “Loans and receivables”
and “held-to-maturity investments” are measured at
amortised cost using the effective interest method after
initial recognition (see note 3 for the financial impact -
opening adjustments).
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Financial assets and financial liabilities other than
debt and equity securities

From 1 April 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities other
than debt and equity securities (which were previously
outside the scope of SSAP 24) in accordance with the
requirements of HKAS 39. As mentioned above, 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 investments”. Financial liabilities are generally
classified as “financial liabilities at fair value through profit
or loss” or “other financial liabilities”. “Financial liabilities at
fair value through profit or loss” are measured at fair value,
with changes in fair value being recognised in profit or
loss directly. “Other financial liabilities” are carried at
amortised cost using the effective interest method after
initial recognition.

Prior to the application of HKAS 39, option fee receivables
(included in other assets) was stated at the nominal
amount. HKAS 39 requires all financial assets and financial
liabilities to be measured at fair value on initial recognition.
Such receivable is measured at amortised cost determined
by using the effective interest method at subsequent
balance sheet dates. The Group has applied the relevant
transitional provisions in HKAS 39 (see note 3 for the
financial impact — opening adjustments).

Derivatives

HKAS 39 requires derivative financial instruments that are
within the scope of HKAS 39 to be carried at fair value at
each balance sheet date, regardless of whether they are
designated as effective hedging instruments. Derivatives
(including embedded derivatives separately accounted for
from host contracts) are deemed as held for trading
financial assets or financial liabilities, unless they qualify
and are designated as effective hedging instruments. The
corresponding adjustments on changes in fair values
would depend on whether the derivative financial
instruments are designated as effective hedging
instruments, and if so, the nature of the item being hedged.
Derivative financial instruments that do not qualify for hedge
accounting are deemed as investments held for trading.
Changes in fair value of such derivative financial
instruments are recognised in profit or loss in the period in
which they arise (see note 3 for the financial impact —
opening adjustments).
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Hotel properties

HK Interpretation 2 (“HK-Int 2”) The Appropriate
Accounting Policies for Hotel Properties clarifies the
accounting policy for owner-operated hotel properties. In
previous years, the Group’s self-operated hotel properties
were carried at revalued amounts and were not subject to
depreciation. HK-Int 2 requires owner-operated properties
to be classified as property, plant and equipment in
accordance with HKAS 16 Property, Plant and Equipment,
and therefore be accounted for either using the cost model
or the revaluation model. The Group has resolved to
account for these hotel properties using the cost model.
In the absence of any specific transitional provisions in
HK-Int 2, the new accounting policy has been applied
retrospectively. Comparative figures have been restated
(see note 3 for the financial impact — retrospective
adjustments).

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and
buildings were included in property, plant and equipment
and properties held for/under development. They are
measured at cost less accumulated depreciation and
impairment. 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 on a straight-line basis. This
change in accounting policy has been applied
retrospectively. Comparative figures have been restated
(see note 3 for the financial impact — retrospective
adjustments).
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

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 year in which
they arise. In previous years, investment properties under
the preceding standard were measured at open market
values, with revaluation surplus or deficits credited or
charged to the 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
consolidated income statement. Where a decrease had
previously been charged to the consolidated income
statement and revaluation surplus subsequently arose, that
increase was credited to the consolidated 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 from
1 April 2005 onwards. The amount held in investment
property revaluation reserve at 1 April 2005 has been
transferred to the Group’s accumulated profits (see note
3 for the financial impact — opening adjustments).

Leasehold land held for an undetermined future use
Previously, leasehold land held for an undetermined future
use was carried at cost less impairment. Under HKAS 17,
such leasehold land is classified as a prepaid lease
payment under an operating lease, carried at cost and
amortised on a straight-line basis over the lease term. In
the absence of any specific transitional provision in HKAS
17, such change in accounting policy has been applied
retrospectively. Comparative figures have been adjusted
in order to reflect the cumulative amortisation charge for
the leasehold land (see note 3 for the financial impact —
retrospective adjustments).
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

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 preceding 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 have been restated (see note 3 for the financial
impact — retrospective adjustments).

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 year, the Group has, for the first time, applied Hong
Kong Interpretation 3 Pre-completion Contracts for the
Sale of Development Properties 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 Hong Kong
Interpretation 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 apply the requirements of Hong Kong
Interpretation 3 to pre-completion contracts for the sale
of development properties entered into on or after 1
January 2005. Accordingly, no prior period figures have
been restated.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006

The effects of the changes in the accounting policies
described above on the results for the current and prior

E-FEAF=A=1—
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years are as follows:

Gain on fair value change on investment
properties

Increase in depreciation of self-operated
hotel properties

Increase in amortisation of prepaid lease
payments

Decrease in amortisation of goodwiill

Increase in effective interest expense on
the liability component of convertible
bonds

Increase in deferred tax expense on fair
value change on investment properties

Increase in discount on acquisition

Decrease in net surplus on revaluation of
hotel properties

Decrease in deferred tax expenses relating
to investment properties

Decrease in deferred tax expense using the
cost model on hotel properties

Gain arising from changes in fair value of
derivative financial instruments

Increase (decrease) in profit for the year

HAREELBEF

2006 2005
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SN Ein- Syl
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For the year ended 31 March 2006

The effects of the application of the new HKFRSs for the
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year ended 31 March 2005 are summarised below:

Income statement items

Cost of sales

Administrative expenses

Net surplus on revaluation of hotel
properties

Share of results of associates

Share of results of jointly
controlled entities

Taxation

Decrease in profit for the year

Minority interests

Y RIER
HEKA
TTHFX
BEBENERRTE

NIRBE N RE
DEHLREHERRS

MR
F AR D

DECR LS

HKR INTERNATIONAL LIMITED & B BB EEHR D H

BHE_TERF=A=1T—HILFEEAR

IR AN B MEER 2 BRmmT
Retrospective
2005 adjustments 2005
ZTTREF BYHEE —_ZTHF
HK$'M HK$'M HK$'M
B&EET B&EET B&EET
(originally stated) (restated)
(REZ251) (&%)
(1,352.2) (22.3) (1,374.5)
(274.3) (0.6) (274.9)
18.6 (18.6) -
293.1 (7.2) 285.9
0.4 0.4) -
(62.2) 20.9 (41.3)
(28.2)
(72.9) 2.2 (70.7)

ANNUAL REPORT 2005 / 2006 53k



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

The cumulative effects of the application of the new N-_EERF=A=+T—HERZ_ZZTRF
HKFRSs at 31 March 2005 and 1 April 2005 are WA—R EANEEMBHREER R

summarised below: AT
Opening
adjustments
at 1.4.2005
31.3.2005  Retrospective 3132006 WR-ETHE 1.4.2005
TR adustments —TERAE mA—-A  —ZER%
=R=1-H BPEE ZA=t-H  ZBUSEE mA—H
HK$'M HK$'M HK$'M HK$'M HK$'M
BEBT BEAT BT BT BEAT
(originally stated) (restated) (restated)
(R%Z251) (E31) E27)
Balance sheet items BEBRBXREE
Property, plant and equipment ~ #1% BB X% 2,230.0 (187.6) 2,042.4 - 2,042.4
Properties held for/under FER/RRTNE
development 2,608.1 (275.3) 2,332.8 - 2,332.8
Prepaid lease payments BENREMNR - 203.0 203.0 S 203.0
Interests in and amounts BE DR B RIER
due from (to) associates () B2 D RIFE 855.8 58.5 914.3 S 914.3
Interests in and amounts HRZHER 2 BR &T K
due from (to) jointly (FEfY) £REHIERIE
controlled entities 58.5 (58.5) = = =
Derivative financial instruments T4 4T A - - - (3.9) (39)
Held-to-maturity investments ~ #ZZ|HHE 4 - - - 16.4 16.4
Avallable for sale investments At HERE - - = 14.0 14,0
Financial assets at far value ~ RATFEFABR
through profit or loss LEREE - - - 1,6305 16305
Investment in securities BHNE 1,660.9 S 1,660.9 (1,660.9) =
Other assets HtEE 365.0 - 365.0 (5.9) 359.1
Deferred tax liabilties BREREGE (224.5) 18.7 (205.8) - (205.8)
Total effects on assets and HEERARZBYE
liabilities (241.2) 9.8)
Acoumulated profits EHpatl 48865 (207.9) 46786 (@.7) 46739
Asset revaluation reserve BEBhHE 1433 (13.9) 1294 - 1204
Investment property revaluation X & Bk
reserve 19.8 (14.7) 5.1 (6.1) -
Exchange reserve a1 (88.9) 37.1 (51.8) - (51.8)
Minority interests DERRER = = = 4865 486.5
Total effects on equity Hikgay 2 (199.4) 4767
Minority interests DEREER 528.3 (41.8) 486.5 (486.5) =

ANNUAL REPORT 2005 / 2006 53k



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The financial effects of the application of the new HKFRSs
to the Group’s equity at 31 March 2004 and 1 April 2004
are summarised below:

ERFE SIS RE S AEEN —F
FME=A=+—AR-FEMFMA—
B 2 B S5 R E R AT T

Opening
adjustments
at 1.4.2004

31.3.2004  Retrospective 3132004 R-TTWE 1.4.2004
“TEME  adustments  ZTEME  WA-Hz W ZTERE
=R=1-H B¥EE ZA=t-H AR mA—H

HK$'M HK$'M HK$'M HK$'M HK$'M
BT BEAT BT BT BEAT
(originally stated) (restated) (restated)
(R%251) (Z51) (Z31)
Accumulated profts ZEHH 41498 (1819) 39679 _ 3,967
Asset revaluation reserve EES(hRHE 153.1 (23.7) 129.4 = 1294
Exchange reserve a1 (119.4) 378 (81.6) - (81.6)
Minority interests DEREER - - - 389.8 389.8
Total effects on equity filEsy 2 (167.8) 389.8
Minority interests DEREER 4247 (349) 389.8 (389.8) =

The Group has not early applied the following new
standards and interpretations that have been issued but
are not yet effective.

The Group has commenced considering the potential
impact of these standards, interpretations and
amendments. The management anticipates the application
of these new standards, interpretations and amendments
will have no material impact on the Group’s consolidated
financial statements.
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For the year ended 31 March 2006

HKAS 1 (Amendment)
HKAS 19 (Amendment)
HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4
(Amendments)

HKFRS 6
HKFRS 7

HK(FRIC) - INT 4

HK(FRIC) - INT 5

HK(FRIC) - INT 6

HK(FRIC) - INT 7

HK(IFRIC) — INT 8

HK(FRIC) - INT 9

HKR INTERNATIONAL LIMITED & B BB EEHR D H

(2 _EENF=ZHA=1—HIFE

Capital disclosure'

Actuarial gains and losses,
group plans and disclosures?

Net investment in a foreign
operation?

Cash flow hedge accounting
of forecast intragroup
transactions®

The fair value option?

Financial guarantee
contracts?

Exploration for and evaluation
of mineral resources?

Financial instruments:
Disclosures'

Determining whether an
arrangement contains a
lease?

Rights to interests arising
from decommissioning,
restoration and
environmental rehabilitation
funds?

Liabilities arising from
participating in a specific
market — waste electrical
and electronic equipment?®

Applying the restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary
Economies*

Scope of HKFRS 2°

Reassessment of embedded
derivatives®

L Effective for annual periods beginning on or after 1

January 2007.

Effective for annual periods beginning on or after 1
January 2006.

Effective for annual periods beginning on or after 1
December 2005.

Effective for annual periods beginning on or after 1
March 2006.

Effective for annual periods beginning on or after 1

May 2006.

Effective for annual periods beginning on or after 1
June 2006.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

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

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

Basis of consolidation
The consolidated financial statements incorporated 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 their effective dates of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
in line with those used by other members of the Group.

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.

Goodwill

Goodwill arising on acquisitions prior to 1 January
2005

Goodwill arising on an acquisition of a subsidiary or an
associate for which the agreement date is before 1 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 or associate at the
date of acquisition.

ANNUAL REPORT 2005 / 2006 53k

REMERRRREE G ASMAE
hEBMEREERREL LN B BT
BREFEMRAES ETRAREEAF
ERPIFTAR EBRAREE R

BRETYWERERIADRATETE
o R A ISR TR B SE AN R AR
2 WHIIN TIIEFTBERA:

HaEE
AN RERBAAARANBAR
B

FREBARHE ZHBABIEED R H
WEEM AESHEEHEEMZHIE
(RERERE) St AR lER-

WEBE WEAR2 MHEE T UL
WS EHBRRRAEBE R E AR
RAE MR

SEARTHZAMBERS BHRRRXH
ERERE KRB -

FEMBAREEFENZ DHBEBIRERS
EAKEZ REIHZS - BEFENLZ
PHBERESBREREBAHBEHZE
PR BER - A M B & 0F B st D8k
RIEIEZ RS- L BEREIE BB
H 8 E A BB A R 2 s Bl
ERMENEE 2 BamtFh AR D
BRAERERBRIEFHEHERIR
g

BE
R-ZEELF-A—-AETRBREL
BE

RipEE S —TTRF— A —HAKE
MBARRBE R RIMEL BB IER
BRARRRASERKE 2 B G R
BARSBERR CAIFHEERAER
FEZ 8



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

For previously capitalised goodwill arising on acquisitions
prior to 1 January 2005, the Group has discontinued
amortisation from 1 April 2005 onwards, and such goodwill
is tested for impairment at least annually, and whenever
there is an indication that the cash generating unit to which
the goodwiill relates may be impaired (see the accounting
policy below).

Goodwill arising on acquisitions on or after 1 January
2005

Goodwill arising on an acquisition of a subsidiary or an
associate for which the agreement date is on or after 1
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 or an associate at the date of
acquisition. Such goodwill is carried at cost less any
accumulated impairment losses.

Capitalised goodwill arising on an acquisition of
subsidiaries is presented separately in the consolidated
balance sheet. Capitalised goodwill arising on an
acquisition of an associate is included in the cost of the
investment of the relevant associate.

For the purposes of impairment testing, goodwill arising
from an acquisition of a subsidiary 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
at least 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. WWhen 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 consolidated income statement. An
impairment loss for goodwill is not reversed in subsequent
periods.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Goodwill arising from acquisition of an associate included
in the cost of the investment of relevant associate is
assessed for impairment as part of the investment.

On subsequent disposal of a subsidiary or an associate,
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 or an associate 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 is recognised
immediately in profit or loss. A discount on acquisition
arising on an acquisition of an associate is included as
income in the determination of the investor’s share of
results of the associate in the period in which the
investment is acquired.

Interests in associates

The results and assets and liabilities of associates are
incorporated in the consolidated 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.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

When a group entity transacts with an associate of the
Group, unrealised profits or losses are eliminated to the
extent of the Group’s interest in the associate, 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.

Jointly controlled assets

When a group entity undertakes its activities under joint
venture arrangements directly, constituted as jointly
controlled assets, the Group’s share of the jointly controlled
assets and share of any liabilities incurred jointly with other
ventures are recognised in the consolidated financial
statements and classified according to their nature.
Liabilities and expenses incurred directly in respect of
interests in jointly controlled assets are accounted for on
an accrual basis.

Income from the sale or use of the Group’s share of the
output of the jointly controlled assets, together with its
share of any expenses incurred, are recognised when it is
probable that the economic benefits associated with the
transaction will flow to/from the Group.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and presents amount receivable
for goods and services provided in the normal course of
business, net of discounts and sales related taxes.

Revenue from sale of properties in the ordinary course of
business (including revenue from pre-completion contracts
for the sale of development properties) is recognised when
all of the following criteria are met:

° the significant risks and rewards of ownership of
the properties are transferred to buyers;

o neither continuing managerial involvement to the
degree usually associated with ownership nor
effective control over the properties are retained;

. the amount of revenue can be measured reliably;

. it is probable that the economic benefits associated
with the transaction will flow to the Group; and

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

Income from sales of completed properties are recognised
on the execution of legally binding, unconditional and
irrevocable contracts.

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

Service income is recognised as services are rendered.
Hotel operation income is recognised upon the provision

of services and the utilisation by guests of the hotel
facilities.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Dividend income is recognised when the Group’s right to
receive payments has been established.

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.

Property, plant and equipment

Property, plant and equipment other than construction in
progress are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is 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.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets
or, where shorter, the term of the related lease.

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 losses. 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 is provided in respect of construction in
progress until it is completed and is ready for its intended
use.

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 consolidated income statement in the year in which
the item is derecognised.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Leasehold land and buildings under development for
future owner-occupied purpose

When the leasehold land and buildings are in the course
of development for production, rental or for administrative
purposes, the leasehold land component is classified as
a prepaid lease payment and amortised over a straight-
line basis over the lease term. During the construction
period, the amortisation charge provided for the leasehold
land is included as part of costs of buildings under
construction. Buildings under construction are carried at
cost, less any identified impairment losses. Depreciation
of buildings commences when they are available for use.

Impairment losses (other than goodwill (see the
accounting policies in respect of goodwill above))
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. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, such 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.

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.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use or no future economic benefits are expected from
its disposals. 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 asset)
is included in the consolidated income statement in the
year in which the item is derecognised.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Inventories

Properties held for/under development

Costs relating to the development of the properties,
including amortisation of leasehold land, financial costs,
are capitalised and included as properties held for under
development until such time they are completed for transfer
to properties for sale.

Properties held for sale

Properties for sale are completed properties and are
classified under current assets and are stated at the lower
of cost and net realisable value.

Freehold land held for development for future sale
Freehold land held for development for future sale in the
ordinary course of business is stated at the lower of cost
and net realisable value.

Other

Inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and, where
applicable, direct labour costs and those overheads that
have been incurred in bringing the inventories to their
present location and condition. Cost is calculated using
the weighted average method. Net realisable value
represents the estimated selling price less all estimated
costs to completion and costs to be incurred in marketing,
selling and distribution.

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated 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 tax
is calculated using tax rate that have been enacted or
substantively enacted by the balance sheet date.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Deferred tax is recognised on differences between the
carrying amount 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 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 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 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 is realised base on the tax rates that have been
enacted or substantively enacted by the balance sheet
date. Deferred tax is charged or credited to the
consolidated 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.

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
consolidated 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.
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The Group as lessee

Assets held under finance leases are recognised as assets
of the Group at their fair value at the inception of the lease
or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is
included in the consolidated balance sheet as a finance
lease obligation. Lease payments are apportioned between
finance charges and reduction of the lease obligation so
as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly
to profit or loss.

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.

The leasehold interests in land are operating leases, which
are carried at cost and amortised over the lease term on a
straight-line basis.

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. 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.
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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, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, 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 borrowing costs capitalised.

All other borrowing costs are expensed in the period in
which they are incurred.

Financial instruments

Financial assets and financial liabilities are recognised on
the consolidated 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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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 accounting policies adopted in
respect of each category of financial assets are set out
below.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss has two
subcategories, including financial assets held for trading
and those designated at fair value through profit or loss
on initial recognition. At each balance sheet date
subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised directly in profit or
loss in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. At each balance sheet date
subsequent to initial recognition, loans and receivables
(including trade receivable, pledged bank deposits, bank
balances and cash, amount due to associates and amount
due from associates) 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 the 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.

Cash and cash equivalents comprise cash on hand and
demand deposits which are subject to an insignificant risk
of changes in value.
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Held-to-maturity investments

Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive
intention and ability to hold to maturity. At each balance
sheet date subsequent to initial recognition, held-to-
maturity investments are measured 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 estimated future
cash flows discounted at the effective interest rate
computed on initial recognition. Impairment losses are
reversed in subsequent periods when an increase in the
investment’s recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had
the impairment not been recognised.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as any of the other
categories (set out above). 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 be reversed in profit or
loss in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently reversed
if an increase in the fair value of the investment can be
objectively related to an event occurring after the
recognition of the impairment loss.
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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.

Financial liabilities (including bank and other borrowings,
trade and other payables) are subsequently measured at
amortised costs, using the effective interest method.

Convertible bonds

Convertible bonds issued by the Company that contain
both financial liability and equity components are classified
separately into respective liability and equity components
on initial recognition. On initial recognition, the fair value of
the liability component is determined using the prevailing
market interest of similar non-convertible debts. The
difference between the proceeds of the issue of the
convertible bonds and the fair value assigned to the liability
component, representing the embedded call option for
the holder to convert the bonds into equity, is included in
convertible bonds equity reserve.

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

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the proceeds. Transaction
costs relating to the equity component are charged directly
to equity. Transaction costs relating to the liability
component are included in the carrying amount of the
liability portion and amortised over the period of the
convertible bonds using the effective interest method.
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Equity instruments
Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Derivative financial instruments and hedging

The Group uses derivative financial instruments (primarily
foreign currency swap contract) to hedge its exposure
against foreign currency fluctuation. Such derivatives are
measured at fair value regardless of whether they are
designated as effective hedging instruments.

Derivatives that do not qualify for hedge accounting
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.

Derecognition

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

Financial liabilities are removed from the Group’s
consolidated balance sheet when they are extinguished
(i.e. when the obligation specified in the relevant contract
is discharged, cancelled or expires). The difference
between the carrying amount of the financial liability
derecognised and the consideration paid or payable is
recognised in profit or loss.
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Share-based payment transactions

Equity-settled share-based payment transactions
Share options granted to directors (including independent
non-executive directors), full-time employees and
consultants 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 share options reserve.

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

Retirement benefit cost
Payments to defined contribution retirement benefits
schemes are charged as expenses as they fall due.

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

Fair value of investment properties

Investment properties are carried in the consolidated
balance sheet at 31 March 2006 at their fair value of
HK$4,797.2 million. The fair value was based on a valuation
on these properties conducted by an independent firm of
professional valuer using property valuation techniques
which involve certain assumptions of market conditions.
Favourable or unfavourable changes to these assumptions
would result in changes in the fair value of the Group’s
investment properties and corresponding adjustments to
the amount of gain or loss reported in the consolidated
income statement.
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Properties held for/under development

The properties held for/under development are valued
using the cost method, less any identified impairment. They
are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may
not be recoverable. The recoverable amount has been
determined based on the higher of their fair value less
costs and their value in use. These calculation and
valuations require the use of judgments and estimations.
Should the future economic benefits expected to be
obtained from the further operation of properties under
development is less than the carrying cost, an impairment
loss will be recognised in the consolidated income
statement.

Impairment of amounts due from associates
Included in the consolidated balance sheet at 31 March
2006 amount due from an associate, Tung Chung Station
Development Company Limited, engaging principally in
property development activities. Management assessed
the recoverability of this amount based on an estimation
of the net realisable value of the underlying developed
properties and properties under development which
involves, inter-alia, considerable analyses of current market
price of properties of a comparable standard and location,
construction costs to be incurred to complete the
development and a forecast of future sales. If the actual
net realisable values of the underlying properties are more
or less than expected as a result of changes in market
condition and/or significant variation in the budgeted
development cost, material reversal of or provision for
impairment losses may result.

Deferred tax assets

At 31 March 2006, a deferred tax asset of HK$33.8 million
in relation to tax losses have been recognised in the
Group’s consolidated balance sheet. 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 consolidated income statement for the
period in which such a reversal takes place.
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Estimation of fair values of securities investment
The fair values of listed securities are stated at quoted
market prices. The fair values of unlisted securities are
based on fair values reported by professional investment
managers. In determining the fair value, the investment
managers use well-established valuation techniques based
on a set of prevailing market parameters. Adoption of the
parameters which depends on the judgement made by
the professional investment managers may affect the fair
values.

The Group’s major financial instruments include held-to-
maturity investments, available-for-sale investments,
financial assets at fair value through profit or loss, pledged
bank deposits, bank balances, trade and other receivables,
trade and other payables, amounts due from associates,
amounts due to associates, bank borrowings, other
liabilities and convertible bonds. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments arise in the
normal course of the Group’s business. The exposure to
risks are managed and monitored closely in accordance
with the Group’s financial management policy as set out
below to ensure appropriate measures are implemented
on a timely and effective manner.

(a) Market risk
(i) Currency risk

The Group’s currency risk is primarily
attributable to the net investments in foreign
operations located in Thailand, Singapore,
Philippines and China, and investments in
foreign securities and other financial assets
and liabilities denominated in foreign
currencies. In respect of the overseas
operations, the Group has a policy of
matching assets with borrowings in the
same currency. During the year, the Group
also entered into foreign currency swap
contracts as part of its effort to manage its
exposure to currency risk.

The management monitors foreign exposure
and will consider significant foreign currency
exposure should the need arises.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

(b)

(c)

(ii) Interest rate risk

The Group’s exposure to cash flow interest
rate risk relates principally to floating rate
loans which have the loan interest liabilities
of each fixing affected by fluctuation of
prevailing market interest rates. To mitigate
the risk, the Group has maintained a
balanced combination of fixed and variable
rate debts.

The management has centralised treasury
function to monitor interest rate movement
and manage the potential risk related
thereto.

(iii) Price risk
The Group is exposed to equity price risk
because part of the Group’s financial assets
are listed securities and measured at fair
value at balance sheet date.

Credit risk

The Group’s credit risk mainly arises from
transactions of financial instruments with financial
transactions, rental and other trade receivables, and
second mortgage loan lending under which the
counterparty may not meet its outstanding financial
obligation.

All financial instrument contracts are entered into
with well-established and high credit rating financial
institutions. Second mortgage lending is granted
through stringent internal credit policy and
managed by external professional loan
administrator.

Credit risks relating to rent and loan receivables
are closely monitored on an ongoing basis by the
management. At 31 March 2006, the Group has
no significant concentrations of credit risk.

Liquidity risk

It is the Group’s policy to regularly monitor current
and expected liquidity requirements and to ensure
that adequate funding is available for operating,
investing and financing activities.

Cash and committed credit facilities are sufficient
to meet its future funding demand. At 31 March
2006, the Group has undrawn committed credit
facilities stood at HK$3,186.6 million.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Fair value estimation

The carrying amounts of the Group’s financial instruments
are mostly carried at fair values that the estimation of
approximate values is as follow:

(@

The fair values of listed and marketable securities
are stated at market bid prices. Unlisted
investments for which current bid prices are not
readily available, fair values are estimated using
either prices observed in recent transactions, values
obtained from current bid prices of comparable
investments or valuation techniques when the
market is not active.

The carrying values of bank balances, trade
receivables, trade payables, bank borrowings, and
provision are assumed to approximate their fair
values due to the short-term maturities of these
assets and liabilities.

The fair values of swaps are calculated as the
present value of the estimated future cash flows at
appropriate discount rates.

All financial instruments are carried at amounts not
materially different from their fair values at 31 March 2006.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Turnover represents the aggregate of the amount of sales
proceeds attributable to the Group derived from property
development and investment activities, net amounts
received and receivable in respect of sales of goods and
services rendered to outside customers, securities
investment income, rental income from property letting
and interest income from provision of financial services to
first hand purchasers of the Group’s developed properties
during the year. An analysis of the Group’s turnover is as

follows:

Sales of properties YISESHE

Services rendered RHARTE

Rental income HEWA

Investment income FERA

Interest income from provision of IR IEARTE 2
financial services FLEWA
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2006 2005
—RFAFE  —TTEF
HK$'M HK$'M

BEBET BEBT

13.5 640.2
847.2 766.9
262.0 227.5
155.1 239.7

16.0 18.0

1,293.8 1,892.3




For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

(2 _EENF=ZHA=1—HIFE

The Group’s turnover and contribution to profit from
operations analysed by principal activity and sales revenue
analysed by geographical location are as follows:

Business segments

For management purposes, the Group is currently
organised into five operating divisions: property
development, property investment, services provided,
hotels and securities investment. These divisions are the
basis on which the Group reports its primary segment
information.

Segment information about these operation divisions for
the year ended 31 March 2006 is presented below:

AEERERXGE D EFXBREEHH
R AT RIRMIRAL B 85 85 & has
Z MR

eSS

HEERME AEEBZRAEL AEME
X0 El MEBR - DEIE R R
BEREFRE ZEN A EE 2]
TEDHERZEE.

BRAZERBEIBNBE_TETRF=A
=t —BLFEEZOMERZINMT:

Property  Property  Services Securities Con-
development investment  provided Hotels investment Eliminations  solidated
NERR  MERE  RUERH BE  B5RE B &
HK$'M HK$M HK$M HKSM HK$'M HKSM HKSM
EE#n HEBn BE%En PEEET  EBEEn  EEEnT  HEER
For the year ended 31 March 2006 BZ=ZF~E=A=+-8
LEE
TURNOVER X0
External sales HIMEE 295 262.0 580.9 266.3 155.1 - 1,293.8
Inter-segment sales” AL HE - 504 204 - - (19.8) -
Total &t 205 3214 601.3 266.3 155.1 (198) 1,938
RESULTS -
Segment results™ AREE 43 500.6 12 36.1 106.2 6574
Interest income MERA 49
Unallocated comporate expenses ~ AAEZARER (486)
Proft from operations EERT 650.7
Finance costs HHER (160.7)
Share of results of associates MEBELAEE 506.2 - (01) - - 506.1
Profit before taxation BT 996.1
Taxation b (85.0)
Profit for the year ERaf] 911.1

Inter-segment sales are entered into in accordance with
the relevant agreements, if any, governing those

* D EbELZ S ETIRIERERZFER S
Z B (0F) T X BB

transactions in which the pricing was with reference to T2 B BN 152
prevailing market price or actual cost incurred, as K (iEAE) mEE -

appropriate.
** Segment results have incorporated the non-cash
expenses as set out in Other Information of business
segments.
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For the year ended 31 March 2006

At 31 March 2006

ASSETS

Segment assets

Interests in and amounts due
from associates

Taxation recoverable

Deferred tax assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES

Segment liabilities

Taxation liabilities

Deferred tax liabilities
Unallocated corporate liabilties

Consolidated total liabilties

OTHER INFORMATION

Allowance for doubtful debts

Capital addttions

Depreciation

Amortisation of prepaid lease
payments

Impairment losses recognised
in consolidated income
statement

HKR INTERNATIONAL LIMITED & B BB EEHR D H

BE—FENF=A="1+—HILFE

R-2EAF=A=1-H

&E
NHAE
%ATZEE&FW

AN

AREHR
BRRgEE
KR AFAE

RRAERE

£f

PBaE
RBaE
EEHBAE
FARAAIEE

e ARER

RtrE
REE R
EXRE

&
EIGEGE £

RERRaERER AERE

Property
development
NEER
HK$'M
BEER

3,778.2

1,357.2

1,344.7

8.1
6.9

0.2

Property
investment
NERE
HK$'M
HEET

5,268.0

0.6

117

09
1,627.3
10.8

3.3

Services
provided
RAtR%

HK$'M
BEER

1,142.9

534

924.6

1.0
65.7
85.0

1.3

153

Securities

Hotels investment

B
HKS'M
BEER

1,3568.0

66.6

200.2
30.3

03

BERE
HKS'M
BEER

1,939.2

144

Con-
solidated
&4
HKS'M
HE#T

13,486.3

14112
1.0
25

876

14,988.6

2,568.0
313
281.4
3,641.0

6,433.7

1.9
1,901.3
133.0

5.1

15.3
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For the year ended 31 March 2006

For the year ended 31 March 2005

TURNOVER
External sales
Inter-segment sales”

Total

RESULTS
Segment results™

Interest income
Unallocated corporate expenses

Profit from operations

Finance costs

(Gain on disposal of a subsidiary
Share of results of associates
Amortisation of goodwil

Profit before taxation
Taxation

Profit for the year

HKR INTERNATIONAL LIMITED & B BB EEHR D H

(2 _EENF=ZHA=1—HIFE

HE_TERE-A=1-H

IHEE

HEKA
AEZRRER

BB
A

HENBAR 2
FBENAEE

BEER

AT
]

EREH

Propety ~ Property  Services Securities Con-
development investment  provided Hotels  investment  Eliminations  solidated
nRER  WERE  RERH BE  E5RE b3f: A
HKSM HKSM HK$M HKSM HKSM HKSM HK$M
BE#T BEBT BEBT BEFr  REET  REET  BEER
658.2 215 5130 2539 239.7 - 189238
= 498 06 09 = (61.3) =
£58.2 2713 5136 2548 239.7 (1.3) 18923
1331 469.6 178 400 55.6 716.1
178

(64.6)
679.3

(61.5)
19 - - - - - 1.9
286.7 - (0.8) - - - 2859

01) - 02) - - - 03)
9153

#.3)
874.0

Inter-segment sales are entered into in accordance with

the relevant agreements, if any, governing those
transactions in which the pricing is with reference to
prevailing market price or actual cost incurred, as

appropriate.

>k

Segment results have incorporated the non-cash

expenses as set out in Other Information of business

segments.
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For the year ended 31 March 2006

At 31 March 2005
ASSETS

Segment assets

Interests in and amounts due from
associates

Deferred tax assets

Unallocated corporate assets

Consolidated total assets

LIABILITIES

Segment liabilities

Taxation liabilties

Deferred tax liabilities
Unallocated corporate liabilties

Consolidated total liabilities

OTHER INFORMATION

Capital additions

Depreciation

Amortisation of gooawil

Amortisation of prepaid lease
payments

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

RZFERE=A=1-H

HBAE

BEAAZ RN
¥R

BERAAE

RAR ATEE

RRAESE

&

AR
HEAE
ELHEAR
AP RARE

RaRAREE

RtrE
AXFE

&

AR
EWEHEGE £

Geographical segments
For the two years ended 31 March 2006 and 2005, the
Group’s operations or its underlying operating assets are
located in Hong Kong, North America, South East Asia,
the People’s Republic of China other than Hong Kong

(“PRC”) and Australia.

Property Property Services Securities
development investment  provided Hotels  investment Consolidated
NRER  WERRE  RERK BE  E5RE e
HK$'M HKSM HKSM HK8M HKSM HKEM
BEET BEET BEET BEET  BEET  BEER
2,9%.3 37722 1,1634 1,368.9 18447 11,1355
865.4 04 58.5 - - 914.3
79
285.4
12,343.1
1,219.4 183.6 900.3 64.9 96 24378
21.7
205.8
2,414
5406.7
2.7 235.7 21.0 111.8 - 371.2
199 254 80.8 278 - 1539
0.1 - 02 0.3 - 06
02 33 13 03 - 51

b 35 55 BB

The property development, property investment and
services provided activities are carried out principally in
Hong Kong, South East Asia and the PRC. Hotel operation
is carried out in South East Asia. The operating assets of
securities investment segment are principally located in

North America.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #HZ=ZFTNF=A=1+—HILFZF

The following table provides an analysis of the Group’s
sales by geographical location, irrespective of the origin

of the goods/services:

Hong Kong
South East Asia
North America
PRC

Australia

&%
RFjas
1EEM
F
BN

The following table is an analysis of the carrying amount
of segment assets and additions to property, plant and
equipment, investment properties and prepaid lease
payments, analysed by the geographical location in which

the assets are located:

Hong Kong B
South East Asia REgge
North America JEEM
PRC =
Australia SEM

TRDAEEIZDEA B HERE 2
AT B EE RS R IRE 2 R

Sales revenue by

geographical location

BN E

Elo 2z HE W=
2006 2005
—EEXREF —ETRF
HK$’'M HK$'M
HEETT B&ZET
632.0 1,194.0
339.0 306.8
205.7 274.4
74.4 83.4
42.7 33.7
1,293.8 1,892.3

TRIZREEMEMIZMUES D 2 H#E
EREERYDE BELERE REDER
BENHEENTREZ DM

Additions to
property, plant,
and equipment,

investment
properties
Carrying and prepaid
amount of lease payments
segment assets ME-HER
g R REWER
EEREE ANHEENRFE
2006 2005 2006 2005
ZEBERE _TTRF ZBERF __TTILF
HK$'M HK$'M HK$’M HK$'M
BEEITT BEET BEET BEET
9,459.5 7,584.1 1,725.5 238.5
1,846.5 1,792.7 165.7 108.1
1,671.5 1,546.5 - =
1,968.2 1,370.9 10.1 24.6
404 41.0 - -
14,986.1 12,335.2 1,901.3 371.2
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For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

Other operating income includes the
followings:

Unrealised fair value gain on financial
assets at fair value through profit or loss

Fair value gain on derivative financial
instruments

Interest on

Bank loans wholly repayable within
five years

Other borrowings wholly repayable within
five years

Convertible bonds - liability component
wholly repayable within five years

Total borrowing costs
Less: Amounts included in the cost of
qualifying assets

Bank loans arrangement fees and bank
charges

Included in the share of the results of associates is an
amount relating to the share of profit of Tung Chung Station
Development Company Limited (“TCSDCL”) of HK$449.2

million (2005: HK$262.5 million).

BE—FENF=A="1+—HILFE

Hib Q& WA BT
THEIR:

BAFER AR
RERRA
TTESMIAZR

< SMARE
ATAEIR
Tl

THIREEE ZH &
ARAFRTRERZ
RITER
BEROFERNERERZ
HipfaE
ABEES AR AFA
BEERZBESRS

RIS
WETAREREE
KA &8

RITERLTHEA R
R1TU E

2006 2005
—EEXRE —ETRHF
HK$’'M HK$'M
BEEETT B&Z% T
123.9 59.8

0.8 -

2006 2005
—EEXRE —EETRF
HK$’'M HK$'M
BEEETT B&Z% T
72.0 40.9

20.0 26.4

83.1 -

175.1 67.3
(20.0) (19.7)

155.1 47.6

5.6 3.9

160.7 5145

SEEE RARIEEFBIEEBSETung
Chung Station Development Company
Limited ([TCSDCLJ) 2 F449.25 &%

T(CEERE262.5HEBTT)
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

2006 2005
—EBERE —TERF
HK$'M HK$'M
BEET B&ET
The charge comprises: X HBEE:
Hong Kong Profits Tax calculated at 17.5% 24 & &t FER B FI
(2005: 17.5%) on the estimated L EA7.5%
assessable profit for the year (ZEZRF:17.5%)
SHE 2 BEBNER 12.1 25.3
Overseas tax calculated at rates prevailing ZE B AERBER 2
in respective jurisdictions REAE 2 8INRIA 12.0 13.1
24.1 38.4
Deferred taxation for current year (note 30) AEEIELERE (H17£30) 60.9 2.9
85.0 41.3
The tax charge for the year can be reconciled to the profit AREFERIE S AT BRAR A SR AR TR AT
before taxation per the consolidated income statement e F SRR AT
as follows:
2006 2005
—EBERE —TERF
HK$'M HK$'M
BEEET BE%T
Profit before taxation BR A% B s ) 996.1 915.3
Less: Share of results of associates S8 (RERE AR EE (506.1) (285.9)
Profit before taxation attributable KAa REWB AR RN
to the Company and its subsidiaries BREF R 490.0 629.4
Tax at the domestic income tax rate BAHFTSEIRLE17.5%
of 17.5% TR HIE 85.8 110.1
Tax effect of income not taxable BARTMA 2 G2
for tax purpose (38.0) (33.2)
Tax effect of expenses not deductible AR A 2 iR 2
for tax purpose 38.7 27.0
Tax effect of tax losses not recognised RERMIBBEMBHE 10.9
Utilisation of tax losses previously FABRERER 2 HIEEE
not recognised - (12.7)
Effect of different tax rates of subsidiaries R Efth BlARE R 2 E ~
operating in other jurisdictions WE AR E THZ%; 24 3.0
Tax effect of deductible temporary BARMERATRE
differences previously not recognised EEI B2 (18.6) (52.6)
Others HAth 3.8 (0.3)
Taxation attributable to the Company KAal REWBAFIFEA
and its subsidiaries for the year FEMRTHIR 85.0 41.3
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

Profit for the year has been arrived at after
charging (crediting):

Auditors’ remuneration

Amortisation of prepaid lease payments
Less: Amounts included in construction
in progress

Amortisation of goodwill of subsidiaries
(included in general and administrative
expenses)

Cost of inventories recognised as
an expense

Depreciation of property, plant and
equipment
Owned assets
Assets under finance leases

Discount on acquisition of an additional
interest in an associate (included in
share of results of associates)

Impairment loss recognised in respect of
property, plant and equipment

Impairment loss recognised in respect of
available-for-sale financial assets

Operating lease rentals in respect of
land and buildings

Gain on disposal of property, plant and
equipment

(Reversal of impairment) impairment loss
recognised in respect of certain
development projects

Net loss (gain) from disposal of financial
assets at fair value through profit or loss

Net exchange loss

Bank and other interest income
Interest income from provision of financial
services

Total interest income

Allowance for doubtful debts

Staff costs (including directors’
remuneration)

Share of tax of associates (included in
share of results of associates)

Net rental income under operating
leases on
Investment properties
Other properties
Less: Outgoings

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

REFHFIB G GEA)
TH&E:

e =

BN THE R R
BEAERTIREZER

B 8 /2 B e 2
(BFtA—BR
TR A)

FERAERSER

HEEE
BMEMNEE

BB FE

IR FEE N Rl FE S ME RS
ZIiE (BFt ARG
L EY/NCIES=))

ME BRE KRR
MR B EEE

AL ECREE
R R EEE

THIRIETF AL
MAMHEER

REDZE - BB RS 2 Was

METHRIERBER
CRERR) BEEE

HERAHEFABRZ
TRMEEEIR (a) FE8R
BEE i 5 1R 2R

HRIT R E AR S UA
REFERE 2
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M BHA R

R
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HAib¥ %
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2006 2005
—¥EAFE  —TTHF
HK$'M HK$'M
BEEETT B&2% T
3.4 4.0
5.1 5.1
(3.0) (2.9)
2.1 2.2

- 0.3
228.8 796.0
129.9 153.7
3.1 0.2
133.0 153.9
(1.4) -
15.3 —
0.8 =
20.2 18.4
(0.6) (1.3)
(17.2) 0.6
3.3 (1.9)
11.2 55
(41.9) (17.8)
(16.0) (18.0)
(57.9) (35.8)
1.9 -
298.6 263.0
7.1 6.2
(255.6) (222.1)
(6.4) (5.4)
13.6 12.3
(248.4) (215.2)




For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

(i) Details of directors’ remuneration are as (i) EEMEFROT:
follows:
The emoluments paid or payable to each of the BN ERNT =% (ZETRF:
thirteen (2005: twelve) directors were as follows: TZR)EEEAZHESIT:
For the year ended 31 March 2006 BE-_ZZEAF=A=1+—AHL
FE
Cha Cha  Cheung Chung Ho Pak Tang Cha Wong Cha Ronald Cheng  Cheung  Cheung
Cha MouSing MouZing  Tseung  SamTin Ching Moon MouDaid MayLung  Joseph KarShun  KinTung Wing Lam
ChiMing  Payson Victor Ming  Abraham Loretta Wah  Johnson  Madeline Arculli Henry Marvin Linus Total
EER  BEBR  EEA B BV fME  BRE  ERE TEEE 0 EHE B34 RER BRAR a5t
HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM  HKSM
HE%n BE#nT HBEEn  EBEET  EBEEn  BREn  BE¥n  HEEn  BEER  AEEn  BEER  BEET  BEER  BEER
Fees ik 0.1 - 03 - - - - 0.1 0.1 0.2 03 03 - 14
Other emoluments A6
Salaries and other & RE
benefits & - 33 44 19 18 3.2 30 - - - - - - 176
Performance fEug
related incentive (k)
payment (note) - 25 45 04 04 0.9 1.0 - - - - - - 9.7
Retiement RINE
benefits BE e
schemes
contrioution - 0.1 0.2 0.1 0.1 0.1 02 - - - - - - 08
Totel emoluments ~ H& 28 04 59 94 24 23 42 42 04 04 0.2 03 0.3 - 25
For the year ended 31 March 2005 HE-TTRF=A=+—HLt
a3
Cha Cha  Cheung Chung Ho Pak Tang Cha  Wong Cha Ronald Cheng  Cheung
Cha  MouSing  MouZing Tseung  SamTin Ching Moon  MouDaid  May Lung Joseph  KarShun  Kin Tung
ChiMing Payson Victor Ming  Abraham Loretta Wah  Johnson ~ Madeline Arcull Henry Marvin Total
BER  ERB EEK  REH  ELE  fmE  BRE  BBE IsxE  EEE SxE RER @zt
HKSM  HKSM  HKEM  HKSM  HKEM  HK$M  HKSM  HK§M  HKSM  HKSM  HKSM  HKSM  HKSM
BEBT EEET HBEET BEET EEET REET EEET ABEET BEAT EEBT BEET REET REAT
Fees ik 0.1 - 02 - - - - 0.1 0.1 0.1 0.1 0.1 0.8
Other emoluments e
Salaries and other FeREM
benefts Al - 33 44 19 17 28 09 - - - - - 15.0
Performance related TR
incentive payment (note) (Hist) = 1.0 50 03 04 08 02 = = = = = 7.7
Retirement beneftts RAER
schemes contrioution EIF 11550 - 0.4 02 0.1 0.1 0.1 0.1 - - - - - 07
Total emoluments e 0.1 44 98 23 22 37 1.2 0.1 0.1 0.1 0.1 0.1 242

Note:

The performance related incentive payment is

determined with reference to the operating
results, individual performance and comparable
market statistics during the year.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

(ii) Employees’ remuneration

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

(ii)

For the year ended 31 March 2006, the five highest
paid individuals of the Group included four (2005:
three) executive directors, whose emoluments are
disclosed above. The emoluments of the remaining
one (2005: two) employee were as follows:

Salaries and other benefits

Performance related incentive
payments

Retirement benefits schemes
contributions

e R EAbER]

RIREFIFT B

Their emoluments were within the following bands:

HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000
HK$4,000,001 to HK$4,500,000

3,000,001 77T — 3,500,000/ 7T
3,500,001 77T — 4,000,000/ 7T
4,000,001 77T — 4,500,000/ 7T

EEME
BE_FEF=A=+—HL
FE AEBRERSHIMAL,

Hppi% (C2ZREF: =5) B
TEE REZHMEN EXRE-
BT R (CETRF ML) EE
ZBE T

2006 2005
—RFAFE  —TTHF
HK$’'M HK$'M
FHEBT =~ HAET
3.1 6.7

1.0 =

0.2 =

4.3 6.7

REZHESAR 2RI :

Number of employees

Final dividend paid for 2005 of HK7 cents —ZZRFEIRAHAKRS
(2004: HK5 cents) per share — &7 A
(ZZ=ZTIWEF:574l)
Interim dividend paid for 2006 of HK3 cents —ZZ /42 RAPHIKE
(2005: HK3 cents) per share —E=RE3EAL

Proposed final dividend of HK9 cents

(ZZEZTRF:3E)

B R HIR S — &9

(2005: HK7 cents) per share (ZEZRE 7
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EEAZ
2006 2005
ZEEX —EERF
- 1
- 1
1 —
2006 2005
—EEXRE —EETRF
HK$’'M HK$'M
BEET BE%T
81.0 57.9
34.7 34.7
115.7 92.6
121.5 81.0




HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

At the board meeting held on 29 June 2006, the Directors
resolved to recommend a final dividend of HK9 cents per
share for the year ended 31 March 2006 for approval at
the forthcoming annual general mesting of the Company.
The proposed dividend is not recognised as liabilities in
the financial statements for the year ended 31 March 2006.

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:

Earnings E&%U

Earnings for the purpose of calculating HEEBRERRF 2 AT
basic earnings per share

Effect of dilutive potential ordinary shares:
Interest on convertible bonds

ABTHEYE
AR ES 2 I8
Earnings for the purpose of diluted earnings SHEEREERT 2 AT
per share

Number of shares BRE
Weighted average number of ordinary shares

for the purpose of the basic earnings per share
Effect of dilutive potential ordinary shares

relating to convertible bonds

IEFE

TEZEBEK

AR EREERAN T
I8

Weighted average number of ordinary shares
for the purpose of diluted earnings per share

The number of shares for the purpose of calculating basic
earnings per share for year 2005 has been adjusted to
reflect the rights issue of shares in January 2006.
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e

AEERERBMNZ BBk

RIZEERNENAZTNERTZESS
R EFRRAEBREHE_ZTTRN
F=ZA=1+T—BHLEFEZRARSETR
9B WH AR FIEERRBERE 17
S ERRRRETEEREC
SERE=ZA=T—HILFE2HHRE
NERRAE-

RAPE BB A ANREEBRERR
BHERNRE TSR

2006 2005
—EEXRE —TTRF
HK$'M HK$'M
BEEETT BEEETT
856.3 803.3

83.1 -

939.4 803.3

2006 2005
—EEX —ZETRF

1,198,258,540 | 1,164,322,297

AARESEHAREEE

202,492,347 =

1,400,750,887 | 1,164,322,297

AAEER _ZT F-AETHR B
B_ETRFERERANZBOEEE
(=



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The adjustment to basic and diluted earnings per share,
arising from the changes in accounting policies shown in
note 3 above, is as follows:

B £ MY R R R B3 Bk
ARBEEFZ BEMT:

2006 2005
—EEAREF —ETRF
Basic Diluted Basic Diluted
K e R e
HK cent HK cent HK cent HK cent
Bl Bl BN BN
Reconciliation of earnings BREMN 2 HER
per share
Figures before adjustments  FAEERTEUE 46 45 72 N/A
Adjustments arising from EFNE SIS
the adoption of HKFRSs BRI FTEE A SR 25 22 (3) N/A
71 67 69 N/A
No diluted earnings per share has been presented for the AR FATEETABEEREYE LR
year ended 31 March 2005 because there were no RARTEZINEE_TZERF=A=
potential ordinary shares outstanding during the year. T—HIEFE 2 BREERT-
2006 2005
—EEXRE —ETTRF
HK$’'M HK$'M

FAIR VALUE AFE

At beginning of the year F1)

Currency realignment B

Additions (note) RNE (ML)

Disposals e

Increase in fair value recognised Rz R R
in income statement B

Surplus on revaluation EhEAR

At end of the year F&

Note: The additions include the acquisition of an investment
property namely CDW Building through a property holding
company, CDW Building Limited, from Mingly
Corporation (“Mingly”) for an aggregate consideration of
HK$1,400.0 million together with certain rental and utilities
deposits.
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BEEETT B&Z% T

2,906.1 2,277.8
0.6 1.4
1,621.3 216.7
(87.5) -
356.7 -
- 410.2
4,797.2 2,906.1

Mzt ANEBERENE,400.088ET
BRETHSRAR®EES B8
A 4% A 5JCDW Building Limited
mE N EEERERRR ([87])
W — 1B 1% Y S B AR B



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

An analysis of the investment properties of the Group held REER RNEERFE 2REMES T
at the balance sheet date is as follows: ™

2006 2005

—EEXRE —ETTRF

HK$’'M HK$'M

BEEET BEET

Freehold outside Hong Kong LA BB AIMI IR Z KA S 152.3 143.0

Long leases outside Hong Kong R BB R Z RHEEA 456.0 456.0

Long leases in Hong Kong R EEZ REAHEL 306.4 171.7

Medium term leases in Hong Kong RAEEZ P HAEA 3,882.5 2,135.4

4,797.2 2,906.1

The fair value of the Group’s investment properties at 31
March 2006 has been arrived at on the basis of a valuation
carried out on that date by the following independent
qualified professional valuers not connected with the Group
who have appropriate qualifications and recent
experiences in the valuation of similar properties in the
relevant locations. The valuation, which conforms to The
International Valuation Standards, was arrived at by
reference to market evidence of transaction prices for
similar properties and by reference to net rental income
allowing for reversionary income potential.

Name of valuer

fhEET &8

DTZ Debenham Tie Leung Limited
BRRITERAF

Associated Property Consultants Pte. Ltd.

N&A Appraisal Company Limited

This valuation gave rise to an increase in fair value of
HK$356.7 million which has been recognised in the
consolidated income statement.

All of the Group’s property interests held to earn rentals or
for capital appreciation purposes are measured using the
fair value model and are classified and accounted for as
investment properties. At 31 March 2006, the carrying
amount of such property interests amounted to
HK$4,797.2 million (31 March 2005: HK$2,906.1 million).

At 31 March 20086, the Group had a 50% interest in a
jointly controlled asset in respect of an investment property.
The carrying value recognised in these financial statements
amounted to HK$843.7 million (2005: HK$751.2 million).
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REER _TERFA=1T—RHZKE
YRR FETHEIA T EAREE EEE
B A BERBEXMEMNZ B ETHE
REENE R ARRHE 2 B EMA
BN EAEEEER RO RER %A
BEINREBEERGELER 2ZBLUYEK
REzTEEREI2EFHASWAREE
AR E ARz T{EETT

Location of investment properties

REVEEZE 2 &

Hong Kong and other parts of the PRC
8 K B E A=

Singapore

Frhnsg

Thailand

2z

IR EER A TEIE IN356.78 B AT
BRGE SR ER

RNEBAT AR ERIE S SREEANFHER
B YEERHRAATERRFE I
DR ARINEREYME - N =TT NF
“A=+—B ZEVEREEEEER
4797 2B BB T (ZEERE=A=1+—
H:2,906.1E&H8TT) °

RIEBEERNF=A=+—H XEER—
TER B Y3 2 R E E T A 50%5E
& ZIBR A YENRT ERRNER R
HEA843.7TEEBIL (ZETRF 751.2
BEBIT) °



For the year ended 31 March 2006

COST
At 1 April 2004

- as originally stated

- adjustments arising
from the adoption
of HKFRSs

- as restated
Currency realignment
Additions
Reclassfications
Disposals
Disposal of a subsidlary

At 1 Apr 2005

Currency realignment

Adattions

Disposals

Transferred to property
under development

Acquired on acquisition
of subsidiaries

At 31 March 2006

DEPRECIATION AND
IMPAIRMENT
At 1 April 2004

- as originally stated

- adjustments arising
from the adoption
of HKFRSs

- asrestated
Currency realignment
Provided for the year
Eliminated on disposals
Eliminated on disposal

of a subsidiary

At 1 April 2006

Currency realignment
Provided for the year
Eliminated on disposals
Eliminated on transfer
Impairment loss
recognised (note 2)

At 31 March 2006

CARRYING VALUE
At 31 March 2006

At 31 March 2005

BE
R-ZTmE
mA-A
-R%23|
~ROERHE
HEER
EEHR

"l
e

1

555
£

bE-3HELT

i
mA-A

[

AE

he

ERTERRNE

YENBLRE
EIN

HoEEAE
ZA=t-8

FERAE

RZZEME
TA-H
B2
- B AIH

BERAEL
LHR

)

g

AEER

hests

#8-7KELT
i

RZZZRF
mA-A
1
KERARE
i ERE
gy
BRZHERR
(Hiik2)
R-EERE
=A=t+-8
FAE
R-EERE
ZA=t+-8
R-ETRE
=R=t-H

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

Commer- Furniture, Plant, Ferries,
cialand  Leasehold fixtures machinery  launches
Freehold Construction leisure  improve- and and  and motor
Hotel land  Land and in facilities ments  equipment equipment  vehicles
properties XA buildings  progress BER  HENE BREE EREE BB M Total
BENE  $ELH IHRET  HEIR REEE &% ET ] JE ] k8 Eh
HON BN HON  HGN  HON  HGN BN HON  HOW O
BEAT EBE%T BT FEAT  REET  AEST  BEAT  BEAT  BEAT  BEAn
(Note 1) (Note 3}
(W) (W3
1,012.1 - 544.2 60.2 614.7 %38 1416 2259 4822 3176.7
(1.7) 167.5 (66.7) 1149 - - - - - 1480
934.4 167.5 4875 175.1 614.7 9.8 1416 2259 4822 33247
200 07 02 0.1 - 03 08 02 02 225
245 82.4 - 109 - 180 135 1.2 36 164.1
22 - - 22) - - - - - -
(42) (05) 0.1) - 07) (04) (1.7 0.9) 6.1) (286)
- - - - - (24) 02) - - (26)
976.9 250.1 4876 183.9 614.0 113 140.0 2064 4799 34701
19 59 26 1.0 - 08 20 38 01 181
490 101.3 - 519 08 12 24 35 12.7 252.8
(96) - - - (17) (16.1) 87) - 87) (39.8)
- (874) (46.8) (344) - - - - - (168.6)
- - - - - 73 165 - - 238
1,018.2 269.9 4434 2024 613.1 1145 171.2 2087 484.0 3,556.4
- - 1429 341 3.7 634 816 1486 260.8 975.1
325.3 - (10.3) - - - - - - 3150
325.3 - 1326 341 43,7 634 81.6 1486 260.8 1,291
50 - - - - 02 03 0.1 02 58
262 - 173 - 204 234 18.6 2.7 213 1639
(42) - - - - (04) (86) (09) (56) (19.7)
- - - - - (22) 02) - - 24)
3623 = 1499 344 264.1 844 91.7 168.5 282.7 14217
19 - 15 03 - 1.0 04 24 - 75
285 - 170 - 175 127 28 8.6 249 1330
(84) - - - (12) (18.7) 28) - (76) (33.7)
- - (46.8) (344) - - - - - (81.2)
- - - - - - - 153 - 163
374.3 - 121.6 - 2804 844 1134 194.8 300.0 1,468.6
643.9 269.9 321.8 2024 3827 30.1 64.1 389 184.0 2,087.8
624.6 250.1 381.7 149.8 349.9 269 483 571.9 1972 20424
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For the year ended 31 March 2006

Notes:

HKR INTERNATIONAL LIMITED & B BB EEHR D H

(2 _EENF=ZHA=1—HIFE

Owner-occupied leasehold land is included in property,
plant and equipment as the allocations between the land
and buildings elements cannot be made reliably.

During the year ended 31 March 2006, the directors
conducted a review of the Group’s operating assets and
determined that a number of those assets were impaired,
due to under-capacity usage. The review led to the
recognition of an impairment loss of HK$15.3 million, that
has been recognised in profit or loss. The recoverable
amount of the relevant assets has been determined on
the basis of their value in use. The discount rate used in
measuring value was 6%.

The carrying amounts of the Group’s plant machinery
and equipment includes an amount of HK$12.6 million
(2005: HK$2.0 million) in respect of assets held under
finance leases.

ltems of property, plant and equipment are depreciated
on a straight-line basis, over their estimated useful lives
as follows:

Freehold land

KAFRRELH

Hotel properties

BRI

Land and building, commercial and
leisure facilities

T RAETF A R ERAER R

Leasehold improvements

HEMEEE

Furniture, fixtures and equipment

R B RRE

Plant, machinery and equipment

S~ Hees M AR s

Ferries, launches and motor vehicles

B M RO E

The carrying value of properties shown above comprises:

Hotel properties

Mzt

HRETAREE LTRSS
AT HERFED BT AR
RS B afs e

HE_ZTRF=ZA=+—HIF
B EEENAERLESEE YR
EZHRNETEERER TR HER
1B % EB SRR ERR15.38
AT EREMNKERER -F R
BEZAIWE SR IREFERER
EE AEEEMRIERES 6% °

AEEHE#E REE I REER
EEEREREROBEEEZS
E126E& 5L (ZTETRF 208
g5 e

Y B KRR TR B IR EAARLA T
A ERFEHRAE:

No amortisation
7 A B

30 — 86 years
30E86%F

5 - 40 years
52404
5 years

5%

3 -5 years
3E5F
5—-15 years
5Z15%F

5 - 20 years
52204

L REERE:

Freehold land

Land and buildings

BRENE KALELH THREF
2006 2005 2006 2005 2006 2005
“EERE | CETREF CBERE CTTRE ZBERE CITRF
HK$'M HKS'M HKS'M HK$M HKS'M HK$'M
BE#n| BEET EREn BEET  BEEm BEET
Freehold outside Hong Kong TN EBIAIMIE 2 KA 1649 1609 269.9 250.1 - -
Long leases outside Hong Kong AR ETB AN & E A 479.0 4637 - - - -
Medium term leases outside Hong Kong - IR E B IMEE 2 R /4 - - - - 76.0 819
Long leases in Hong Kong NN BTS2 &R - - - - 1158 1180
Medium term leases in Hong Kong AT 2 AR - - - - 103.2 1082
Short leases in Hong Kong firE 2 R A - - - - 2.8 206
6439 62456 2099 250.1 3218 3977
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The amount comprises: SEBRE:
Non-current JETRED
Current Mok

Discovery Bay development project
Other properties held for/under
development outside Hong Kong

Properties expected to be completed
within one year

Properties expected to be completed
after one year

Freehold KA ZERE
Long leases RHEAFAAY
Medium term leases FRERFE 49

At the balance sheet date, total borrowing costs capitalised
in the properties held for/under development were
HK$203.5 million (2005: HK$183.5 million).

During the year, due to the recovery of the property market
in overseas, the Group has undertaken a review of its
development projects to assess the recoverable amount
with reference to valuations made by independent qualified
professional valuers. A reversal of impairment loss
recognised in previous years amounting to HK$17.2 million
in relation to infrastructure costs and certain development
projects in overseas was credited to consolidated income
statement during the year (2005: HK$0.6 million was
impaired).
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R EHRAR
BERINEMTER,
BRTPYFE

RN —F1R

BB —FRER

£k YE

2006 2005
“¥EAF  —TTHF
HK$’'M HK$'M
BEEETT B&Z% T
- 249.5
2,727.9 2,083.3
2,727.9 2,332.8
1,733.8 1,479.9
994.1 852.9
2,727.9 2,332.8
(1,148.8) -
1,579.1 2,332.8
373.0 249.5
188.1 181.7
2,166.8 1,901.6
2,727.9 2,332.8

REEH 203588 EB L (CETRHF:
183.5A BB TT) 2 BIEERANE BEF3
B/ ERERYE TR AR

FR ARNEINETSER AKECE
BHEZERIER 2EBUAEBEXRME
BMFAETTIA(E - FHA AT SR - SRR A
A RBINE T RIA R B O SRR ERE
B172BEETT ZBHECHAFARS
WHERA(ZETRFREC.6AERE
T



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Included in above other properties held for/under
development outside Hong Kong an amount of RMB624.8
million equivalent to HK$603.6 million (2005: RMB624.8
million equivalent to HK$589.2 million), was the land cost
comprising demolition and resettlement cost and urban
utilities construction cost, paid by the Group up to 31
March 2006 for a project in Jingan District, Shanghai, the
PRC. In 2002, the Group entered into agreements with
Jingan Land Bureau and the Jingan District Government
for the purchase of three pieces of land in Jingan District,
Shanghai, PRC for redevelopment purposes.

On 1 December 2005, the Group entered into
supplemental contracts with the Jingan District
Government and other relevant parties for the demolition,
resettlement and other associated works (the “Contracts”)
under which the resettlement and other costs will be
charged on an “at-actual-cost-incurred” basis with
reference to the prevailing market rates determined
according to the relevant regulations in the PRC.

The Group’s prepaid lease payments comprise:

MR EEEIN M FRE, R
MEEHE_TTFZA=+—HAK
SEFRPEESTMEFLEIBETARA
R#624.8E 8T (FHEMR603.6E &5
o) (ZETRF: ARE624.88 57T (18
EI589.2BEETT) ) L KA EFE
FERBLZEB R MR EERE NEEH
R-TE - FHSTEIMERERRFL
ERFIOEBETE mETE =Rt
H{EERAR

R-ZZRF+-F— 0 FEERSE
S T EL AR 5 7 BB B AR
TIETUSERAAD ((ZEA0)) B
U - T A A AR R B 0 A B 1
Bl RS ETIBER U IR EE ]
.

REEZ BERONRERE:

2006 2005
—RTAFE  _TTEF
HK$’'M HK$'M

BEEETT B&2% T

Leasehold land in Hong Kong REBZHEELH
Medium term leases FR EARE 4V 168.0 171.8
Short leases ySEERERS) 3.6 3.9
Leasehold land outside Hong Kong R EEAIMOE 2 FHE T
Long leases KEIFEA 15.1 12.3
Medium term leases FR AR 4Y 15.0 15.0
201.7 203.0

Leasehold interest in land is amortised over the terms of
the leases on a straight-line basis.

ANNUAL REPORT 2005 / 2006 53k

Rtz HE R AT SR B 5H



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

COST

At 1 April 2004

Elimination of fully amortised goodwiill
Eliminated on disposal of a subsidiary

At 31 March 2005
Arising on acquisition of a subsidiary

At 31 March 2006

AMORTISATION

At 1 April 2004

Charge for the year

Elimination of fully amortised goodwiill
Eliminated on disposal of a subsidiary

At 31 March 2005 and 31 March 2006

CARRYING VALUE
At 31 March 2006

At 31 March 2005

Particulars regarding impairment testing on goodwill arising
from acquisition of subsidiaries are disclosed as follows:

As explained in note 7, the Group uses business segments
as its primary segment for reporting segment information.
For the purposes of impairment testing, goodwill has been
allocated to the cash generating units (“CGUSs”) of service
provided business segment. The carrying amount of
goodwill at 31 March 2006 allocated to the CGU of service
provided business segment is HK$6.3 million.

The recoverable amount of the CGU has been determined
based on a value in use calculation. That calculation uses
cash flow projections based on financial budgets approved
by the management covering a five-year period and
discount rate of 10%. No growth rate is assumed in the
calculation. Another key assumption for the value in use
calculation is the budgeted gross margin, which is
determined based on the unit’s past performance and
management’s expectation for the market development.

HKS'M
B&ET
RE
R-ZETPFENA—H 242.9
B EE N ENLHE (242.7)
S B O BB £ 0.2)
R-ZERF=A=+—H =
Wb — KM B A RIFTEAE 6.3
R-BERFE=A=+—H 6.3
ey
R-ZEZTWEFMYAH—H 242 5
FEYMH 0.3
B EE N ENLHE (242.7)
HE—RM B a5 0.1)
R-EZERF=A=1+—-80K
—EBAF=A=t-H -
BREE
R-BEEXFE=ZA=+—H 6.3

R-_ZBERF=A=+—H =
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T REEOIRERHRE 2 EBSH2
ReELSMN (BEEAEM]) R-R=
EERNFZA=Z+—H oEZRERS
ESHHzReELEVHEENES
6.3FEA T

ReEAEU AR EeBEREREER
SRR - ARRAR S RETRA
WHRE T2 B Ptk R = D A HAR 2 B 1578
B R EA0% At H st B A ERRE
EERR-Z—(AEREEFENEZE
RERB[AAEEMN DREMZEFERE
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

During the year ended 31 March 2006, management of
the Group determines that there is no impairment of any
of its CGUs containing goodwiill.

Until 31 March 2005, goodwill arising on a acquisition of
subsidiaries had been amortised over the estimated useful

life of five to ten years.

Cost of investment in associates

NN §= AN

Listed in Hong Kong REBLT
Unlisted JELETH
Share of post-acquisition profits, FEAS W IR 12 A
net of dividends received HERE WA B
Share of reserves FE(L
Advances to TCSDCL # FTCSDCL
Impairment losses recognised in respect B FTCSDCLIER
of advances to TCSDCL RIEEE
Fair value of a listed investment —IBEMEEZAFE

The Company has a 31% (2005: 31%) equity interest in
TCSDCL, which is engaged in the development of Tung
Chung Station Package Il project.

Details of the principal associates of the Group at 31 March
2006 are set out in note 47.

During the year, a discount on acquisition of HK$1.4 million
arising on the acquisition of additional interest in Health &
Care Group Limited has been included in the Group’s share
of results of associates.
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BE_ZTRF=_A=1t—HILFE K
SETEERS HAABEZRESESL
B R (E

HE_ZTRF=A=1t—0B KEBEHB
RRIEL ZEHERAAERFHEE T+
FHH-

2006 2005
—BRAE  —TTHF
HK$'M HK$'M
BEET B&ET
160.2 160.2

54.0 70.1
63.4 (29.0)

15 23.0

279.1 204.3
1,302.3 1,751.5
(1,302.3) (1,751.5)
279.1 204.3

130.3 98.7

AAFUES1% (ZEZRF :31%) fiE 2
TCSDCL * HFBEKAEREBL FE
F_HIEERIER-

REER _TERFA=1T—HAZIE
B R R] 2 AR 4T

FA EFEREFESEARAREIIME
mEEREBITEI4ARBEBTERAR
SEEEBERAIREN-



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

At 31 March 2005, goodwill included in the cost of
investment in associates is HK$0.7M arising on acquisition
of certain associates. The movement of goodwill is set
out below.

COST
At 1 April 2004 and 31 March 2005

Elimination of accumulated amortisation upon

the application of HKFRS 3 (hote 3)
Impairment loss recognised

At 31 March 2006

AMORTISATION

At 1 April 2004

Charge for the year

At 31 March 2005

Elimination of accumulated amortisation upon
the application of HKFRS 3 (hote 3)

At 31 March 2006

CARRYING VALUE
At 31 March 2006

At 31 March 2005

R-ZZERF=A=1+—8"

FEAR B &

RARERAZHBROTEEET T
BETHEAREL HEEHN T XH

Zlfo
HK$'M
B&2% T
RE
R-_ZETNFENE—HR
—ETERF=A=1+—H 1.8
& FA B8 B T A5 2 RN S5 350 A
IR (AE3) (1.1
AR R 0.7
R-BERFE=A=+—H -
ey
R-ZETPFENA—H 0.8
FELH 0.3
R-EERF=A=+—H 1.1
& R B8 B T R A5 22 RN S5 350 A
HEH R (AaE3) (1.1)
R-BEXNE=ZA=+—8H -
BRMEE
R-BEXNE=ZA=+—8H -
R-EBEERE=RA=1+—H 0.7

Due to the changes in current market condition and
probable future volatility, the Group has taken the best
estimate to revise its cash flow forecasts for the associates.
The goodwill included in interests in associates has fully
written off through recognition of an impairment loss of
HK$0.7 million. The recoverable amount of the goodwill
included in interests in associates are determined from
value in use calculations. The Group prepares cash flow
forecasts derived from the most recent financial budgets
approved by the management of the associates for the
next three years and extrapolates cash flows based on an
estimated growth rate of zero percent. The rate used in
discounting the forecast cash flows from the associates
is 6%.

Until 31 March 2005, goodwill arising on acquisition of

associates had been amortised over the estimated useful
life of five years.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The summarised financial information in respect of the

Group’s associates is set out below:

Total assets
Total liabilities

Net liabilities

Group’s share of net liabilities
of associates

Turnover

Profit for the year

Group’s share of results of associates
for the year

BRAAREER SRR MEERI RS

W
2006 2005
—EEARF —ZEThEF
HK$’'M HK$'M
BEEET BE%T
BEBE 4,900.2 3,399.9
BfEHERR (8,502.8) (8,572.1)
BEFHE (3,602.6) (5,172.2)
REBEIGHE QA
AEFE (1,013.7) (1,521.5)
= 1,836.2 2,267.5
REE A 1,575.3 906.8
RNEEEIGHEE AT
REEEE 509.3 292.2
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

Investment in securities at 31 March 2005 are set out == £¢ =+—HZBHEER
below. Upon the application of HKAS 39 on 1 April 2005, TXEI - R_EERFINA—HERS
investment in securities were reclassified to appropriate BEEERE 395ﬁ % BHIRERBEES
categories under HKAS 39 (see notes 3 and 23 for details). SEHERFEIREF D EAR AR (5F
SKIEE3R23) °
2005
—ZETRF
HK$'M
BE%T
Held-to-maturity BEZEHA
Unlisted debt securities IELEMEBE 16.4
Non-trading RS
Equity securities — Unlisted BAFES—IELE™ 14.0
Trading x5
Equity securities and managed investment funds: BABHLERIEERES:
Listed W 179.2
Unlisted JEET 998.6
1,177.8
Debt securities and managed bond portfolios: BEEEFREEEHIEEAS:
Listed L 292.0
Unlisted LT 160.7
452.7
Total trading securities RS BH B 1,630.5
1,660.9
Analysis for reporting purposes: MWD
Current i 1,630.5
Non-current IEmED 30.4
1,660.9
Market value of listed securities: EhESEmE:
Listed in Hong Kong REE LT 2.4
Listed overseas FgIN T 468.8
471.2
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

2005
—_ZTThF
HK$'M
BEET

Trading securities represent: RHBHREK:

Managed treasury investment funds (note 1) EEBRICERES (M) 1,175.3
Managed bond portfolios (note 2) BEEFRERE (KiE2) 413.9
Securities issued by banks and other financial RITREMM B RITZ
institutions B2 39.5
Securities issued by corporate entities ENBRRETT 2 B 1.8
1,630.5
The maturity of the debt securities and managed bond BEEA5 K ERELFRE
portfolios fall into: HEZFIERINT:

Within three months =EAA 38.8

Over five years hFiE 16.4

Unspecified RAYERIEH 413.9

469.1

Notes: Htat:

1. The managed treasury investment funds are managed 1. EEBEFNEECHEERELE
by professional investment managers and the underlying FREIR %SRS 2 BEREEE R
investments of these funds include investments in equity FERAFEHIZE -
securities.

2. The managed bond portfolios are managed by 2. EREFREHAAEERELE
professional investment managers and these portfolios FREIR ZEREHEETERIERR
mainly comprise securities issued by central banks, banks RITIRIT R EAD BT I KA A B
and other financial institutions and corporate entities. BEEIT 2 B o
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

Held-to-maturity investments
Unlisted debt securities (hote 1)

Available-for-sale financial assets
Unlisted equity securities (hote 2)

Financial assets at fair value through profit or loss

Equity securities and managed investment funds:

Listed (note 3)
Unlisted (note 4)

Debt securities and managed bond portfolios:
Listed
Unlisted

Total financial assets at fair value through profit or loss

Notes:

Held-to-maturity debt securities are measured at
amortised cost less any impairment losses. It will mature
in 2018 and the current interest rate is 7% per annum.
The Directors consider the carrying amount of the held-
to-maturity debt securities approximate their
corresponding fair value.

At 31 March 2006, unlisted equity securities amounting
to HK$9.2 million are measured at fair value which is
estimated by adjusted applicable earnings multiple. The
remaining securities are at cost less impairment for any
permanent diminution in value as there is no active market
information available.

The fair values of all listed securities are determined by
the quoted market bid price available on the relevant
exchanges.

Fair values of unlisted management investment funds are
provided by independent financial institutions or fund
managers. The valuation is generally based upon the
quoted market price of the underlying listed investments.

2006
—EERE
HK$'M
BEEET
BEIHRE
I EMEBES (HfaF1) 15.6
AR ESREE
IEEMRAE S (Hfat2) 10.3
BRAFEFABRZSREE
BRABALEBIREES:
Em (#/7E3) 134.5
JE T (Bfat4) 1,188.2
1,322.7
BREENEREFNERE:
+ 253.1
JEET™ 196.7
449.8
BATEFABSZSREERE 1,772.5
1,798.4

Hfst:

(1)  BEINEEBESFTIZEEK AR
EREBETE SR _—F—\F
A BB FENEATE - BEERA
%Eﬂﬁﬁﬁﬂ‘% g7 FREE R EAR
e A FHERE

2 RZZEENF=ZA=+—H &%
928 BB T I ETIRAFSH IR
FRARBARNEREH ZATE
FT2 o AN E R T 5 &R A 4tE
FA - 82T B IR AR E K ARE
Bi@at g

@) B EmES < R HEDR A HE
RS SRAER 2 5 H(E

fE

@) FEMERKRERES Z A TETIH
1B I SHEIB SRR S IR R M — R
IR EMIREPTIRm EE T E

ANNUAL REPORT 2005 / 2006 53k



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Analysis for reporting purposes:
Current
Non-current

Market value of listed securities
Listed in Hong Kong
Listed overseas

Financial assets at fair value through profit or loss:
Managed investment funds (note a)
Managed bond portfolios (note b)
Securities issued by banks and other financial
institutions
Securities issued by corporate entities

The maturity of the debt securities and managed
bond portfolios falls into:
Over five years
Unspecified

Notes:

a. The managed investment funds represents units of
unlisted investment vehicles, managed by professional
investment managers, the underlying investments of
which comprises mainly investments in equity securities.

b. The managed bond portfolios are managed by
professional investment managers and these portfolios
mainly comprise securities issued by central banks, banks
and other financial institutions and corporate entities.

2006
—EEXE
HK$'M
BEEET
2RO
VL) 1,772.5
JEmED 25.9
1,798.4
rFhEEmE
REBL™ 1.7
=% Wl 385.9
387.6
BAFEFABSZ ERMEE:
ERIERES (Hfita) 1,320.8
EREHFNEHE (Witb) 411.4
SRIT R E b B TS B 37T
2% 39.3
SEANBREETT 2 5 1.0
1,772.5
BEREENERESFKRE
HesRHHAmT:
AF% 15.6
RERTEIEA 449.8
465.4

Hfst:
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Mortgage instalment receivables (note a)
Long term deposits with banks (note b)
Option fee receivable (note c)

FEMIRIE 7 FAE R (Hfata)
RIT 2 REER (Hatb)
FEMRIBEE (fatc)

Loans receivable (note d) FEWE R (Katd)
Unlisted debentures and other assets, FEEMEHFLEMEE:
net of impairment loss MERREEE

Notes:

The mortgage instalment receivables represent the
financing provided to buyers of development properties
of the Group. The amounts bear interest at prime rate
minus 1% and are receivable by instalments over a period
of not more than 20 years from the sale of the relevant
flats. The receivables are secured by a second mortgage
over the properties. The portion of mortgage instalment
receivables due within one year of HK$8.6 million (2005:
HK$17.5 million) is included as trade receivables in current
assets.

At 31 March 2006, the long term deposits represent
deposits placed with banks of which HK$54.6 million
and HK$39.0 million carried at an average interest rate
of 3.4% and 6.4% for the year, and will mature in 2013
and 2015 respectively.

At 31 March 2005, the long term deposits represent
deposits placed with banks of which HK$54.6 million,
HK$3.9 million and HK$39.0 million carried at an average
interest rate at 6.2%, 7.0% and 7.6% for the year and
will mature in 2013, 2014 and 2015 respectively.

The option fee receivable represents an initial fee paid to
Castro Valley Properties, Inc. (“CVPI”) for an option
granted to the Group to purchase The Castro Valley
Ranch, a property located in Santa Clara County,
California, The United States of America. The amount
will be refundable to the Group pursuant to an agreement
to terminate the property development. CVPI is a related
party of a trust, the discretionary objects of which include
Dr CHA Chi Ming, the Chairman of the Company. The
option fee receivable is carried at amortised cost using
the effective interest method, less any identified
impairment losses.

At 31 March 2005, the portion of loans receivable due
within one year of HK$4.5 million is included as other
receivables in current assets.
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Hfst:

2006 2005
—EERE —TEREF
HK$’'M HK$'M
BEEETT B&Z% T
130.3 243.0

93.6 97.5

7.2 13.4

- 0.1

22.6 11.0

253.7 365.0

JEWIZ R 5 A R T IRt T AR E
MEBERER ZME IEFIZRE
BRI ER R e EBBEE
BUERETBB - TFEANDHK
@ IR TIA B EIESE —
AR A — F N B B 2 FEURI% 8
HHEEFSEEB T (ZEERF:
17.5B B8 Bt ATERBIEEZ
eI & S BRFNA

R-ZEERNF=A=+—8 KHiF
FIEIRITIER EH546EEE TR
30.08BAETZFHENESRIA
BABNBAE BHRR_TE—=F
F—Z—RHFHH-

R-ZEZRE=A=+—8 K#ifF
RIERITER HF54.6EEET
3.9FEHETRI0.0AE BT
ERRH R AE6.2E 7.0ER7.6/E"
BORR-—BE—=F - —F—NEK
—ZE-RHFRH

EWRERE D EEE T ASEE
BN RSB IIFEE RN E K7
)2 The Castro Valley Ranchz #
F|MmCastro Valley Properties, Inc.
(TCVPI) Tz EHAB R Rk —
TER LRI R 2 s R
BieRENEE-CVPII—IB{ER
BB AT ZETCEREEER
BREARREFEERB LI -BUR
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The director consider the carrying amount of the Group’s
other assets at the balance sheet date approximates their
corresponding fair value.

Consumable stores SFEm
Raw materials R
Work in progress FBIR
Finished goods BURK an

The credit period allowed by the Group to its customers
is dependent on the general practice in the industry
concerned. For property sales, sales terms vary for each
property project and are determined with reference to the
prevailing market conditions. Sale of properties are
normally completed upon the execution of legally binding,
unconditional and irrevocable contracts and the sale prices
are usually fully paid when the properties are assigned to
the purchasers. Deferred payment terms are sometimes
offered to purchasers at a premium. Property rentals are
receivable in advance. Payments for club and hotel
services are receivable on demand. The general credit
terms allowed for customers of manufactured goods range
from 30 to 90 days.
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2006 2005
—RTAFE  _TTEF
HK$’'M HK$'M

BEEETT B&2% T

37.7 34.8
15.9 17.0
1.6 1.1
50.6 43.9
105.8 96.8
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

The following is an aged analysis of trade receivables at REF R BERE SRR BRI :

the balance sheet date:

2006 2005

—EERF —ETERF

HK$'M HK$'M

BEET BE%T

Not yet due AEIH 1.7 12.6
Overdue: BHER:

0 - 60 days 0—60X 38.6 39.1

61 — 90 days 61—90K 4.8 4.8

Over 90 days HBEI0K 5.5 6.9

50.6 63.4

The carrying amount of the Group’s trade receivables at
the balance sheet date approximates their corresponding
fair value.

At 31 March 2005, a loan was granted to an associate
which was unsecured, bore interest at 3% above 3 month
US$ Singapore Inter Bank Offered Rate and was initially
repayable by October 2004 with further extension made
during the year ended 31 March 2005 to October 2005.
Accordingly, such loan HK$9.1 million was classified as
current at 31 March 2005. The loan was convertible to
the share capital of the associate when relevant conditions
are met. During the year, the Group acquired a further
21.21% equity interest in the associate. Upon the
completion of the acquisition, the associate becomes a
66.67% owned subsidiary of the Company.

The Directors consider the carrying amount of the Group’s
presale proceeds held by stakeholders, deposits, other
receivables, amounts due from associates and pledged
bank deposits at the balance sheet date approximates
their corresponding fair value.

The pledged bank deposits and bank deposits carry
interest at market rates.
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For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

Included in trade payables, provision and accrued charges
are trade payables of HK$115.6 million (2005: HK$108.9
million), an aged analysis of which is as follows:

Not yet due R EIER
Overdue: BHR:
0 - 60 days 0—60X
61 — 90 days 61—90K
Over 90 days #B3B90K

The trade payables, provision and accrued charges has
included provisions for certain construction obligations of
HK$350.3 million (2005: HK$355.4 million). In the course
of the property development activities, the Group is obliged
to construct certain common or public facilities within the
development projects in accordance with the development
plans approved by the relevant authorities. Provision for
such construction costs has been made when a reliable
estimate can be made of the amount of this obligation
and the details of the movement of the provision are set
out below.

Balance at 1 April 2004
Utilised during the year

Balance at 1 April 2005
Utilised during the year

Balance at 31 March 2006
The directors consider the carrying amount of trade

payables at the balance sheet date approximates their
corresponding fair value.

N-TTUEMA—B2EH

FABA

R-_TZTRFHA—B &

FABA

REBERFE=ZA=+—H2Z&t
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e E BER BB M BT B AT 2R

NEZERF116.6BE8E T (ZTTRF:

108.9F & L) HERW AT :
2006 2005
—EEREFE —EEREF
HK$'M HK$'M
BEEETT B&EET
73.6 91.7
31.8 13.7
0.9 0.5
9.3 3.0
115.6 108.9

BN ESER BERETERRERS
FRREASEFTERAES50.3B 88T (=8
TRF 3548 8B AKEETYE
BREY 2 BEF BREEEE BitE
ZERFTE O NBERERNERETAL
SR FRRRHE © Bl 1kt » AN 65 B 2 A AT S 1L TR
2 & BER A S AR MRS ER
AE R B - L TR B IBES 0
—Fo

HK$'M
B&2F T

356.3
0.9)

355.4
(5.1)

350.3

E=ZRR RNEER BNESRF IR
BEREARAFERS-



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006

HE-ZEENF=A=1+—HIFFE

The following are the major deferred tax liabilities and
assets recognised and movements thereon during the

current and prior reporting periods:

ERREREEHARBMEEARER

RITREERBHR 2 ESNT:

Fair value
Accelerated change of
tax  investment Tax Others
depreciation properties losses (note) Total
REn%
MEFERE AVEED RERS it (A3 st
HK$'M HK$M HKEM HK$M HKEM
AEET BERT AEAT AEET BERT
At 1 April 2004 RZZETMENA—H
- as originally stated -R%25] (131.8) (80.0) 17.7 13.7 (180.4)
- adustment arising fromthe ~ —RAEBE K REER
adoption of HKFRSs EECRR 50.3 (21.3) 1.6 (2.7) 27.9
- as restated — &3 (81.5) (101.3) 19.3 11.0 (152.5)
Exchange realignment B X AR (1.2) (0.2) - - (1.4)
Charge to equity for the year 1B AFEfRE - (41.1) - - (41.1)
(Charge) credit to income (In8) SIAREEHA
for the year 2.2) (17.5) 14.5 2.3 (2.9)
At 31 March 2005 RZZZRF=A=1—H (84.9) (160.1) 338 13.3 (197.9)
Exchange realignment R (0.4) 2.5 0.1 - 2.2
(Charge) credit to income (In8) SIAREEHA
for the year (28.1) (29.1) (8.0) 4.3 (60.9)
Acquisttion of a property WENEHELRA
holding company (26.1) (10.1) 79 - (28.3)
At 31 March 2006 R-BErE=A=1+-R (139.5) (196.8) 33.8 176 (284.9)
Note: These represent net deferred tax assets recognised in BtaE: hETYEREIEE RS HA

relation to unrealised profit of certain property

development projects.

PR BRI AR R
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

For the purposes of balance sheet presentation, certain
deferred tax assets and liabilities have been offset in
accordance with the Group’s accounting policy. The
following is the analysis of the deferred tax balances (after
offset) for financial reporting purposes:

Deferred tax liabilities EEHIBEEE
Deferred tax assets R IBEE

At the balance sheet date, the Group has unused tax
losses of HK$683.4 million (2005: HK$604.5 million)
available for offset against future profits. A deferred tax
asset has been recognised in respect of approximately
HK$193.1 million (2005: HK$193.4 million) of such losses.
No deferred tax asset has been recognised in respect of
the remaining HK$490.3 million (2005: HK$411.1 million)
due to the unpredictability of future profit streams. Included
in unrecognised tax losses at 31 March 2006 are losses
of approximately HK$4.0 million that will expire in 2011.
Other losses may be carried forward indefinitely.
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REREAEAERNE & TEEHEE
ERA B EAREY SHRERE
TRMRIS R 2 EERE (R
%) S

2006 2005
—EEXRE —ETRF
HK$’'M HK$'M
BEEET BEET
(Restated)
(&%)
(287.4) (205.8)
2.5 7.9
(284.9) (197.9)

REEE R NS BIRE ATIEEE 5683.4
BEBL(CETRF 6045B8ET)
AAREERTEF - AEBEHEF LY
1931 B8 (ZEZAF 19348 8%
7T EIBREREE A B T EBLAAEE
490.3FEATT (CETRAF 4111BER
7T) FERIRIE R I B = - RA A ETRAIR
BB BAAZTENF=A=1
—HABRRIEEEZBE BN =2 —
—FRH” EEA4.0F BB T HibEsia
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For the year ended 31 March 2006

Foreign currency swap contracts

E_LE

NF=ZA=+—HILFE

SN ERA )

Major terms of the foreign currency swap contracts are

as follows:

Notional amount

HE

Buy USD7.8 million
BAB78EEXETT

Maturity
ZIE8 A

30 July 2007

“EFLFLA=TA

The above derivatives are measured at fair value at the
balance sheet date. Their fair values are determined based
on the quoted market prices for equivalent instruments at

the balance sheet date.

Bank loans

HKR INTERNATIONAL LIMITED & B BB EEHR D H

2006

e
Liabilities
=V
HK$'M
BEABRT

3.5

SNEREIA K 2 ERIERIAT :

Exchange rates
Ex

THB/USD
TR ETT

BT TAERRNGEE R 2 A HERE
EAHEERGEE RS TAMHMERE

TEeo

Less: Amount due within one year
included under current liabilities

Amount due after one year
Bank loans are repayable:
On demand or within one year

Between one to two years
Between two to five years

Secured
Unsecured

2006 2005

—BEARE  _—TETILHF

HK$’M HK$'M

BEEET B&2% T

RITER 2,128.8 2,713.4

S ETATRBIAEZ

—FRE e (1,628.8) (412.3)

—FiRE e 500.0 2,301.1
IRITEFER THIHRER:

BB —FR 1,628.8 412.3

—FREMERN 500.0 1,901.1

MEERERFR - 400.0

2,128.8 2,713.4

B H 167.7 212.3

R 1,961.1 2,501.1

2,128.8 2,713.4
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

At 31 March 2006, the Group’s bank borrowings of
HK$114.4 million (2005: HK$136.3 million) carry fixed
interest at a range from 5.1% to 12.0% per annum with
over 95% at the lower bound. In addition, the Group has
variable-rate borrowings carry interest at an average
margin below 0.55% plus HIBOR or other relevant
interbank offer rates.

The carrying amounts of the Group’s bank borrowings

RZZEERNF=ZA=+—H KEBRTT
BE114.488% T (ZEEAF:136.38
BB REEFFERSAEE12.0FE5t
8 EPES%ERIEME- LN AEE
B2 EEE K055 2 FHFE N

EBRITREIR SRR A RTRE
SELE

AEERTEEZREERATERS

are denominated in the following currencies: &:
2006 2005
—EERE —TERF
Singapore dollar (million) (BB 47.8 47.8
Renminbi (million) AR (BET) 118.4 144.2
Philippine peso (million) FREHR (BETL) 0.7 160.0
The directors consider the carrying amount of the Group’s EERB RNEER K& IfﬁfﬂﬁEZﬁE
bank borrowings at the balance sheet date approximates EEEEAEATERE
their corresponding fair value.
2006 2005
—EEXRE —ETRF
HK$’'M HK$'M
BEEET BEET
Advances from minority shareholders (note) L ERRER z 23k (Mf7E) 646.5 626.5
Club debentures FrfE% 826.0 821.7
Obligations under finance leases BhE M A 8.6 2.1
Deferred consideration for acquisition of Wb T3k A SERE 2
the freehold right of the land BEIERE 10.0 18.8
1,491.1 1,469.1
Less: Amount due within one year included st AREIBEZ
under current liabilities —F R R HIFRIE (16.7) (9.8)
Amount due after one year —E1B B HAFOR 1,474.4 1,459.3
Note:  The amounts represent advances from minority shareholders Hiat: Ei%%ﬂlﬁi%%¥ MEBARZ Q%ZHQ%

of certain subsidiaries to finance operations of those
subsidiaries. The amount is not repayable within one year.
Advances amounting to HK$646.5 million (2005: HK$626.5
million) as at the balance sheet date bear interest at market

rate of 7%.
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For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

(2 _EENF=ZHA=1—HIFE

Club debentures are redeemable:

EESFAR N HIHREER

2006 2005

—EEXRE —ETRF

HKS$’'M HK$'M

BEEET BEET

Within 1 year —FR 1.2 =
Over 1 year but within 5 years —F U HERFURN 38.2 19.1
Over 5 years and before 2047 RE LR TP FH] 61.6 84.8
In 2047 AT F 725.0 717.8
826.0 821.7

These debentures are non-interest bearing, unsecured and
are issued to members of the following clubs operated by

HEEFGRRE RERE WETTT
JIRAREREEMMNER:

the Group:
2006 2005
—EEXRE —ETRF
HK$’'M HK$'M
BEEET B&ET
Discovery Bay Golf Club MEESRRRE 624.6 620.4
Discovery Bay Marina Club SEERES 67.5 67.5
Discovery Bay Residents Club hREREES 133.9 133.8
826.0 821.7
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Obligations under finance leases: B TR A
Present value
Minimum of minimum
lease payments lease payments
BEREAFR BEANNRZERE
2006 2005 2006 2005
ZEBERE _—_TTRF ZEERF __TTILF
HK$’M HK$'M HK$’'M HK$'M
BEETT BEAT BEETT BEET
Amounts payable RIEEE L
under finance leases: SRR
Within one year —FK 5.8 0.4 5.5 0.4
In the second to fifth years RE_ZFRFN
inclusive 3.4 2.0 3.1 1.7
9.2 2.4 8.6 2.1
Less: Future finance charges & - i 2R 81 75 & 3 (0.6) (0.3)
Present value of lease MAFREZIRE
obligations 8.6 2.1
Less: Amount due for SR —FANRIEER
settlement within KA (FI1E
one year (shown under mENEE)
current liabilities) (5.5) (0.4)
Amount due for settlement — IR HER Y
after one year FKIA 3.1 1.7

It is the Group’s policy to lease certain of its fixtures and
equipment under finance leases. The average lease term
is 5 to 7 years. For the year ended 31 March 2006, the
average effective borrowing rate was ranged from 2% to
5%. Interest rates are fixed at the contract date. All leases
are on a fixed repayment basis and no arrangements have
been entered into for contingent rental payments.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Finance lease obligations that are denominated in
currencies other the functional currencies of the relevant
group entities are set out below:

At 31 March 2006 R-EFT
At 31 March 2005 JrA—=

The directors consider the carrying amount of the Group’s
other liabilities at the balance sheet date approximates
their corresponding fair value.

In April 2005, the Company has issued zero coupon
convertible bonds (the “Bonds”) with a maturity date on
26 April 2010 in principal amount of HK$1,410.0 million.

The Bonds are convertible on or after 6 June 2005 up to
and including 27 March 2010 into fully paid ordinary shares
with a par value of HK$0.25 each of the Company at the
initial conversion price of HK$6.50 per share (which was
adjusted to HK$6.43 per share as a result of a rights issue
of the Company (note 36)), subject to adjustment. Unless
previously redeemed, converted or purchased and
cancelled, the Bonds will be redeemed at 128.948 per
cent of their principal amount at maturity.

Further details of the Bonds are also set out in the circulars
of the Company dated 22 April 2005.
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BRESEESRAINEEIIE  BER
HIETER SN T -

Singapore dollar
W IT

(million)

(B&T)

0.3
0.4

EERA NEER AEBEMBEZK
EEEEARAHERE-

R-EERFNA ARABITALE
1,410.0B BB T2 _E—ZTFNA—+
NERHE S AR ES ([EH]) °

BHEAR_ZEERFANANBHZE B
E2-FTTF=-A_++H B\BFEZH) It
2 BifE SR AN ) B E(E0.2578 7T
R E AR LA W E T HR6.50%
TTEARD I THRRAEEFR6.437%5
70 (A] FaA%E) (M97E36) Kt -BRIEFRIME
o] itk B B At B RIEH SRR HR
AEAREEE2128.948% &[0

BHESFZE—FHBIENARFIHEA
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The net proceeds received from the issue of the Bonds
have been split between the liability component and the
equity component, representing the fair value of the
embedded option to convert the liability into equity of the
Company. The effective interest rate of the liability
component is 6.3%, the movement of the component of
the bonds for the year as follows:

BITESAREAERRFREN KRE
o RIS BRI A EER AR
Al RA B2 A FE - BRES
D2 EBRNER6.IE - FRNEHE D 2 &
BT

HK$'M
BEBT
Nominal value of the Bonds issued BEITEFZEE (BERSKA)

(including transaction costs) 1,380.7
Equity component RS (75.1)
Liability component at date of issue RETRBEZzBESD 1,305.6
Imputed interest expense for the year — FRFT AR SR 83.1
Liability component at R-EEXF=ZA=+—HZ

31 March 2006 =Lt 1,388.7

The Directors estimate the fair value of the liability
component of the Bonds at 31 March 2006 to be
approximately HK$1,388.7 million. The fair value has been
calculated by discounting the future cash flows at the
Group’s market borrowing rate.

The Directors consider that the carrying amount of the
Group’s deposits received and other payables and
amounts due to associates at the balance sheet date
approximates their corresponding fair value.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

2006 & 2005
—EERER-EZERF
Number
of shares HK$'M
R85 BEET
Ordinary shares of HK$0.25 each BRMAE0.258 L2 LBk
Authorised: SRTERA: 2,000,000,000 500.0
Issued and fully paid: BT RBUB RN
At 1 April 2004 and 31 March 2005 R-ZEZNFOMA—B R
“EERF=A=+—8 1,157,378,029 289.3
Rights issue of shares at a price of BRI H 3.8 7T
HK$3.8 per rights share (note) 2 BREITHRAR (H5F) 192,896,338 48.2
At 31 March 2006 R-BERF=A=1+—H 1,350,274,367 337.5

Note: Rights issue of 192,896,338 shares of HK$0.25 each at
the subscription price of HK$3.8 per share were allotted
to the shareholders of the Company in proportion of one
rights share for every six existing ordinary shares then
held. The Company raised approximately
HK$720.0 million (net of expenses) and it was used to
finance the Group’s acquisition of CDW Building.

The Company currently has a share option scheme
adopted on 3 January 2002 which permits the directors
of the Company to grant options to all directors (including
independent non-executive directors), full-time employees
and consultants of the Company, its subsidiaries and/or
its associated companies to subscribe for shares in the
Company. No options have yet been granted under this
scheme.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

On 26 July 2005, the Group acquired a further 21.21%
equity interest in AmMed International Corporation Limited
(“AmMed”) at a cash consideration of HK$27.3 million.
Upon the completion of the acquisition, AmMed becomes
a 66.67% owned subsidiary of the Company.

The transactions has been accounted for using the

purchase method of accounting.

The net assets acquired in the transaction and the goodwill

arising, are as follows:

Net assets acquired:
Property, plant and equipment
Deposits and prepayments
Trade receivables
Bank and cash balances
Trade and other payables
Amount due to group companies
Finance lease obligations
Minority interests

Less: Minority interests

Net assets acquired
Transfer from interest in an associate
Goodwill

Total consideration, satisfied by cash

Net cash inflow arising on acquisition:
Cash consideration paid
Cash and cash equivalents acquired

The goodwill arising on the acquisition of AmMed is
attributable to the anticipated future operating synergies

from the combination.

RZZEZERFEAZ B AEEKR
SRE27IEEBIT E—
International Corporation Limited
(TAMMed] ) 21.21 %A% A 2 o Y B T2 K

U EEAmMed

1% * AmMedfX BN 5] HEH 66.67 % 2 B

BAF-

LUl

Acquirees’ carrying
amounts before

ZR S EEAE T IBEA R

RERXZTWE z BEFERMEERE

combination Fair value
EOFRTEBEE R
ZEREE AYE
HK$'M HK$'M
B&EET B&EET
Fr s & EF1E:

I ER IS 23.8 23.8
& RIBRIE 2.1 2.1
FEU R B BR K 2.5 2.5
RITRIRE 45 38.4 38.4
N E SRS &E@FH (13.5) (13.5)
ENEB AR FIE (10.0) (10.0)
R E T AR (10.2) (10.2)
DEIRRE R 0.2 0.2
33.3 33.3
8D BRAR R R e (11.2)
T EEFE 22.1
HEABE NG En (1.1)
EES 6.3
RRE RS 27.3

WHERMEAIR S IMAFEE:
BEEERE (27.3)
FriigERe MR SEIER 38.4
111
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The acquiree has contributed total revenue of HK$37.6
million and profit before taxation to the Group of
approximately of HK$0.1 million for the period between
the date of acquisition and the balance sheet date.

Had the acquisition been completed on 1 April 2005, total
group revenue for the year would have been HK$1,314.4
million, and profit for the year would have been HK$910.6
million. The proforma information is for illustrative purposes
only and is not necessarily an indicative revenue and results
of operations of the Group that actually would have been
achieved had the acquisition been completed on 1 April
2005, nor is it intended to be a projection of future results.

During the year ended 31 March 2005, the Group
disposed of a subsidiary, General Target Limited (“General
Target”), to Hanison Construction Holdings Limited
(“HCHL™), an associate of the Company. General Target
was engaged in property investment and a gain on
disposal of HK$1.9 million was recognised.

A summary of the effect of disposals of a subsidiary is as
follows:

Net assets disposed of: Tt E B EFRE:

Property, plant and equipment L ER S

Trade payables, deposits received

and accrued charges FEETER
Unamortised goodwill REHPS 2

Unrealised profit attributable
to an associate

Gain on disposal & TS e

Total consideration RAR[E

Satisfied by: BV
Cash consideration RERE

Net cash inflow arising on disposal: PEEEZHSRAFE:
Cash consideration received BUIRERE
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2005
—ETRF
HK$'M
BEET

0.1
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2.0
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3.9

3.9

3.9




HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The subsidiary disposed of during the year ended 31
March 2005 contributed insignificant turnover and profit
from operations to the Group respectively.

Bank balances and cash

Included in the bank balances and cash at 31 March 2006
were bank deposits with maturity within 3 months
amounting to approximately HK$1,166.0 million (2005:
HK$1,488.4 million).

The Group had pledged certain properties with a carrying
value of HK$465.5 million (2005: HK$472.0 million) and
bank deposits of HK$60.8 million (2005: HK$81.9 million)
and equipment of HK$0.1 million (2005: nil) to secure
banking facilities granted to the Group.

The Group’s investment in an associate TCSDCL was
pledged, and the loan to TCSDCL (before impairment)
amounting to approximately HK$2,379.3 million (2005:
HK$2,373.1 million) was subordinated to banks to secure
the banking facilities granted to TCSDCL.

HKR Properties Limited, one of the Company’s
subsidiaries, had also subordinated an intercompany debt
due from one of its subsidiaries of HK$25.2 million (2005:
HK$ 22.8 million) to secure certain general banking facilities
granted to that subsidiary.
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RITREBERE

REBE_ZTZERF=A=+—HILFE"
EHEMBARSARE 2 EXBREE
A BRI A E K

2006 2005
—RFAFE  _TTHF
HK$'M HK$'M

BEBET BEBT

1,179.0 1,543.4

R-IZEEXNF=ZA=1+—H8 BITE8K
BE&BIEASA1,166.08 88T (ZET
AF:1,488.4BEBT) R=1E A REIH
ZRITIE R

ANEBIKIFRMELS. A8 8T (CTE
AF 47208 8BL) 2 & T %60.8
BEET(ZEERF:81.98848T) 2
FITERKOAAEET (CETRF )

B MEAR FASERITEE 2K
ﬁo

AN KRB AR TCSDCLZ 8 &
MATCSDCLIEE 2 B CRIERT) 49
23793AEB T (ZEERF 2,373.18
BAETL) BERERETRIT (EART
TCSDCLZ $RIT{2E 2 i

RAREFR—FRHEATEBEE (W)
BRARIMEEREF —RFBARZA
AIEER2s.2EE AT (CETREFE 228
ABEBIT) (FRERE (EBRTFZHMBA
RIZET—RIBITEEZER.



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Guarantees given, to the extent
of the Group’s proportionate share,
in respect of banking and other facilities
(or secured indebtedness, if appropriate)
granted to:

— an associate — (secured indebtedness)
(note)
— investee companies

Note: The Group, together with other joint venture partners of BtaE:

AR KB L HI BIR
BTOIRRERRITR
HiEE A HRER
(GRER) 1 Z 2 1R

—BEAE -
(HHEARES) (Hi)

—XIRERA]

TCSDCL (collectively the “Guarantors”), has executed
undertakings in favour of certain banks in respect of
providing finance to TCSDCL amounting to HK$0.95
billion (2005: HK$1.08 billion) to procure that TCSDCL
or the Guarantors, as appropriate, will perform and
observe obligations under the development agreement
with MTR Corporation Limited and to achieve completion
of the Tung Chung Station Development Package I

project.

Capital commitments in respect of
project development costs:
Contracted for but not provided
Authorised but not contracted for

Capital commitments in respect of
acquisition of property, plant and
equipment:

Contracted for but not provided
Authorised but not contracted for

TRERKAZ EAESE:

BERLNEREE
EHUEERZER

R BAAEGE:

ERAERER
EHEEREL
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2006 2005
—EERF —_ETERF
HK$’'M HK$'M
BEET B & & T
- 18.6

153.2 152.1

153.2 170.7

NEEERTCSDCLY Efth & LBt
(B ERAL) BERE TRITED
AGE IR TCSDCLA#0.95 B
T (ZEEREF1.08HEBT) 2/
& DMEFETCSDCLEIER A (20iE
) BT R BT IR R B A PR A 7
ERZBRERZEZETRTREE
Uh FESE B R R R IR

2006 2005
—RFAFE  —TTHF
HK$'M HK$'M
FHEAT | HEET
495.0 980.4
163.1 79.4
658.1 1,059.8
225.2 1.4
28.5 20.7
253.7 32.1
911.8 1,091.9




HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

During the year ended 31 March 2006, the Group entered
into Contracts, pursuant to which, the estimated unpaid
land cost which comprises demolition and resettlement
cost and urban utilities construction cost in respect of
Jingan redevelopment project will be charged on an “at-
actual-cost-incurred” basis with reference to the prevailing
market rates determined according to the relevant
regulations in the PRC (see note 18). As such, the capital
commitment at 31 March 2005 (RMB681.0 million
equivalent to HK$642.2 million) under the original
agreements (“Agreements”) signed in 2002 has been
superseded, and the amount paid under these
Agreements will form part of the resettlement costs under
the Contracts entered in 2005.

At the balance sheet date, the Group had commitments
for future minimum lease payment under non-cancellable
operating leases in respect of land and buildings which
fall due as follows:

Within one year —FNKX
In the second to fifth year inclusive

Operating lease payments represent rentals payable by
the Group for its office premises and staff quarters. Leases
are negotiated for an average term of two years and rentals
are fixed for an average term of one year.

The Group is committed to leasing land in Singapore where
a hotel is situated for 86 years up to February 2074. The
annual lease payment is at the higher of approximately
HK$3.3 million or 5% of the total gross revenue of the
hotel.
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2006 2005
—EEXRE —EETRF
HK$’'M HK$'M
BEEETT B&ZET
6.6 10.0

3.6 6.5
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

The Group as lessor

Property rental income earned from investment properties
and other properties during the year was in aggregate
HK$262.0 million (2005: HK$227.5 million), of which
HK$255.6 million (2005: HK$222.1 million) was generated
from investment properties of the Group. Properties with
an aggregate net book value of HK$4,842.0 million (2005:
HK$2,950.1 million) were held for rental purposes as at
balance sheet date. Depreciation charged for the year in
respect of these properties was HK$1.3 million (2005:
HK$1.6 million). The properties held have committed
tenants for a period from one to six years. At the balance
sheet date, the Group had contracted with tenants for
the following future minimum leases payments under non-
cancellable operating leases which fall due as follows:

AEBEREHBAA
B R EAENTFRREZ WER
SWAEHE262.08EB T (ZTEER
F:2275E&EBIT) - EF255.6EE T
—ETRF 22 188 T) REALE
REME-REER FEEEFEAH
4,842 0B EHET (CEETRHF:2,95018
BT CMETHERERR -AFEN
EHZEMELTESZI L B13EERT
“ZETRHFAEEBBIT) FIFAEME
HEER BB —ENFTE-REE
B ANEEDEETHPEA MiRERT
BEH SRR T BRI 2 R SR &R
e

2006 2005
—RFAF  —TTHF
HK$'M HK$'M

BEEETT B&Z% T

Within one year —FNKX 212.8 146.3
In the second to fifth year inclusive FEFAT (BIEEERT) 152.2 118.4
Over five years AFE 0.6 -

365.6 264.7
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

A. Hong Kong A.

In order to comply with Mandatory Provident Fund
Scheme Ordinance, a Mandatory Provident Fund
Scheme (“MPF Scheme”) with employer’s voluntary
contributions has been established on 1 December
2000.

For the members of the MPF Scheme, the Group
contributes 5% of the relevant payroll costs to the
Scheme, which contribution is matched by the
employee.

The amount charged to the income statement
represents contributions payable of HK$12.0 million
(2005: HK$10.8 million) to the schemes by the
Group at rates specified in the rules of the schemes
less forfeitures of HK$2.6 million (2005: HK$1.8
million) arising from employees leaving the Group
prior to completion of the qualifying service period.

At the balance sheet date, there is no forfeited
contributions, which arose upon employees leaving
the retirement benefits schemes and which are
available to reduce the contributions payable in
future years (2005: nil).

B. PRC and Overseas B.

The employees of the Group in the PRC and
overseas are members of state-managed
retirement benefit schemes operated by the
respective local governments in relevant
jurisdictions. The Group is required to contribute
and recognise a specified percentage of payroll
costs to the schemes to fund the benefits. The
only obligations of the Group with respect to these
schemes are to make the specified contributions
and recognise the respective retirement pay in
accordance with terms set out in the schemes and
relevant jurisdiction requirements.

The total cost charged to the income statement in
respect of the above-mentioned schemes in the
relevant jurisdictions amounted to approximately
HK$6.7 million (2005: HK$6.9 million).

58
RIFARBIEAEREBIGRD A
SEER_TETF+_A—H
RIUEEEBRETCRFELTES
sHal ([eEeEEl) -

BIMAK ARESBIZKEZ
BEME ARBEIZRTEKAZ
5% ET B AT SRR S
PRI

ERERAFTAZHBEALAEER
BIEZEE 2 HREMARNZ
HE12.08 88T (CEERE:
10.8B&8E L) WHMHETIHELAE
% AR 7% HA LA BT B P AN SR B P8 AR
R FHE26EBE T (ZTEH
F18HBETT) °

REER YRERETREZSE
RIRTERIFH PR 2 B30 Mt
F AR R B Z FE K
kR (Z2TRAEFE:F) -

B R s

AEEFENEIMER SHER
AEEREE A LRAFERZ
B2 RABAET S 2K E AKHE
RRTERAZIEEBDLER
RART & R L HERE S A B = A
ARz ER B EREIN E AL
BzE—BERELMREZH
e WIRIERZ AT &) 2 16K R B RE 7
R REERS B ZERE

s A AR RDEE R Z 5T EIR
WERHGR 2 BRAKD6.7TEE
BT (CETRhF 69BEET) -

Subsequent to the balance sheet date, the Group entered REE BB ANEBRI L EE S ERE
into a sale and purchase agreement to acquire an #9135.08 BB T —HIREY -

investment property for a consideration of approximately
HK$135.0 million.
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Details of principal subsidiaries at 31 March 2006,
all of which were incorporated and have their
principal place of operation in Hong Kong, were

as follows:

Name of company
NRER

AmMed (Hong Kong Island
Center) Limited

CardioMed Limited #

Discovery Bay Commercial
Services Limited
MRERERBBRAA]

Discovery Bay Communication
Services Limited
WMRERARBERS

Discovery Bay Enterprises Limited
Discovery Bay Financial

Services Limited
RN EIREER AT

Discovery Bay Golf Club Limited
MRERRAREERL

Discovery Bay Marina Club Limited
R EEEEBRAT

Nominal value
of issued
share capital
28T

B2 EE
HK$

BT

868

400,000

(@ R=-EZF

RNE=ZA=+—RB &F

BEMRIREE TEHEA
AREET

Proportion of
nominal value
of issued &
voting share
capital held
by the Group
FEERESE
ERTRERERE
BRAEE 2 Al
%

Bk

61.44

80

50*

50

50*

50

50*

50
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Principal activities
TERE

Cancer treatment
operator
BRI AEEDE

Clinic operator in
cardiac treatment
DRRRZ AN

Property leasing

Leasee of communication
network

BB ZABEA

Operation of a shipyard
REMIS

Provision of financial
services to first hand
purchasers of properties
in Discovery Bay

AERE—FER
R B RS

Provision of club facilities
efte e

Provision of club facilities
RIS



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

(BT NF=A=

Name of company
NRER

Discovery Bay Residents Club Limited
BREREEERAA

Discovery Bay Road Tunnel
Company Limited
RRERERRAR

Discovery Bay Services
Management Limited
MRERBERERAT

Discovery Bay Transit Services Limited
MR AREERAR]

Discovery Bay Transportation
Services Limited
MREMERBBERAA]

DbAY Service Limited
mREYEBRERAT

Fame Wood Limited
BIRBR AR

Frosmate Company Limited
BEREBEAR

Grace Investment Limited
EERBEERAA

Greenyield Limited
YL YNG]

T—HILFE

Nominal value
of issued
share capital
R8T

B2 EE
HK$

BT

Proportio

n of

nominal value
of issued &
voting share
capital held

by the Group

AEEEE
BRIRERTE
BAEEZ )

%

B
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50

50

50

50*

50*

50

100

100

100

100

Principal activities
TERE

Provision of club facilities
R

Road tunnel operation

Estate management
BRER

Provision of bus services
REE TR
Provision of ferry services
AR RRT
Property agency services

MERIE IR

Property investment
MERBE

Investment holding
KREER

Property investment
MERE

Property investment

MEERE



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

Name of company
NRER

Hagent Investment Limited
B ERR AR

HKR Limited
BREXRFBRAT

HKR Properties Limited
BREE (M%) BRAR

Hong Kong Health Resort Limited

Hong Kong Resort Company
Limited
BREXARAR]

ImagingMed Central Limited

Jumbo Profits Limited

EFNBRLE

Lam Island Development
Company Limited

MBS BB AR

Lee Wo Company, Limited
MFER AR

Parocka Investments Limited

HE-ZEENF=A=1+—HIFFE

Nominal value
of issued
share capital
28T

B2 EE
HK$

BT

1,000

212,950,000.5™

20

2,000,000

300,000

20

Proportion of
nominal value
of issued &
voting share
capital held
by the Group
FEERESE
ERTRERERE
BRAEE 2 Al
%

Bk

100

100

100

100

50*

100

100

99.99

100

100
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Principal activities
TERE

Property investment
MERE

Property management

MEEE

Investment holding and
property development
REERRDRER

Property investment

MEERE

Property development and
investment holding
MRER RIRE R

Diagnostic imaging center
WSt D EER D

Investment holding
RERR

Property development
MEER

Property investment
MERE

Property development
MEER



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

Name of company
NRER

Pearl Development Limited
BEERBRAR

Perfect Landmark Limited
BRIBR QA

Qualigenics Medical Limited ##

Quebostage Limited
BREAERQAE

Rich Deal Limited
BRARAA]

Royston Investment Limited
MREERERRAF

Solar High-tech Company Limited
B ERRAR

TCS Project Management Limited

Wells Estate Services Limited
IS ERBER AT

(2 _EENF=ZHA=1—HIFE

Nominal value
of issued
share capital
R8T

B2 EE
HK$

BT

3,000

100,000

Proportion of
nominal value
of issued &
voting share
capital held
by the Group
FEERESE
ERTRERERE
BRAEE 2 A
%

Bk

100

100

80

100

100

100

100

100

100

ANNUAL REPORT 2005 / 2006 53k

Principal activities
TERE

Property investment
MERE

Investment holding
REEK

Clinic operator in diabetic
treatment
WEIRRIE BT S

Property investment

MEERE

Investment holding

REEK

Investment holding
REEK

Investment holding
REER

Property development
project management
MEZERBEEER

Estate management
BRER



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

Nominal value

of issued

share capital

Name of company 28T

NRER BRAZEE

HK$

ETT

Wells Property Management Limited 1,000
R EEEARAA

Yintaly Construction Company Limited 2

ENEETIRARAF

According to the shareholders’ agreement of
Hong Kong Resort Company Limited (“HKRC”),
the Group is able to control more than half of the
voting powers of the board of directors of HKRC
and its subsidiaries.

* In addition to 1 ordinary share of par value of
HK$0.25 each, 100% in the value of
HK$212,950,000 deferred shares are also held
by the Group (see note).

Note: The deferred shares held by the Group are shares
whose shareholders are neither to receive
notices, attend, vote at any general meetings nor
to receive any dividend out of operating profit
and have very limited rights on return of assets
of the companies.

# Trading in the name of “CardioMed Heart Centre”.

#i# Trading in the name of “Qualigenics Diabetes
Centre”.

Proportion of
nominal value

of issued &
voting share
capital held
by the Group
rEEHE
ERTRERER Principal activities
RAEEZ LA TEXK
%
Bk
100 Estate management
BRER
100 Property investment

*k

##
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MEERE

REFBAXERAA ([FEH
%) 2R ek AL B R ARSI
BEENEMBARCESSER
FH 2R F g

KRERESRAEE2SB T ZIKE
BN REBMTEFE100%EE
212,950,000 7T 2 IELE RS (RHT
&) °

AEBFA ZBLERD AR E R
ERA2ERRAGRNBREAS
FERF TR 2B S
DR EMBE - REEB UL ARIIE
FHERZEED RN

IATERAR DA L | 2 B REAR 2
PATHEERR PR E IR L | 2 B o



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

(b) Details of other principal subsidiaries at 31 March
2006 were as follows:

Proportion of
nominal value of
issued & voting

Nominal share capital/
value of issued  registered capital
Principal share capital/  held by the Group
Place of place of registered capital rEEEE
incorporation/  operation BRT EBROIRERER
Name of company registration IE R/ BRER BA& /R
AT B R A E L BEHY ZHE BAEELA
%
Bl
Abraham Holdings Limited Liberia  Hong Kong Nil 100
M 2D BB i
Abraham Investment British Virgin Note* US$1 100
Holdings Limited Islands iz i
REARRES
AmMed Intemational Cayman Islands Note™ US$179,999.96 66.67
Corporation Ltd. REHS s 179,999.96% T
Beaufort Holdings Cayman Islands Note™ HK$10,197,932 93.28
Limited ReHs MiE™ 10,197,982%T
Beaufort Sentosa Singapore Singapore $$43,696,126# 93.64
Development Pte Ltd g HE 43,696,126%% T#
Broad Base Interational British Virgin Note* US$1 100
Limited Islands (i 1%
REBARRES
CDW Building Limited Cayman Islands ~ Hong Kong HK$5,100,002 100
ReHs BB 5,100,002/7¢
Clarity Aesthetic Center, Philippines Philippines PHP250,000 100
Inc. FEE FEE 250000FRERR
Concord Management Thailand Thailand Baht2,000,000 100
Co., Ltd. HE RE 2,000,000%4k
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(b) R-TEERF=A=1+—H Hftt
TEMBARFENT:

Principal activities

FEEK

Securities investment
BHRE

Securities investment

A

Operation of
ambulatory cancer
diagnosis and
treatment centers

BERENMIER
SRBEH L

Investment holding
REER

Hotel operation
L2BE

Securities investment
BHRE

Property investment
WERE

Provision of
dermatology services
AL B R RS

Property fund manager
MEESILE



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

Place of

incorporation/

Name of company registration
DRER MR, BN
Dazhongli Properties British Virgin
Limited Islands
APEYEERLA EBABRES
D.B. Properties Inc. British Virgin
Islands

EBABRES

GenRx Holdings Limited British Virgin
Islands

ERERRNS

Grace Ivory Co., Ltd. Thailand
Great Wisdom Holdings British Virgin
Limited Islands
ERERRNS

Hanbright Assets Limited British Virgin
Islands

EBABRES

Healthway Philippines Inc. Philippines
FEE

HK Resort Intemnational

Cayman Islands

Limited HEHS
HKR Asia-Pacific Pte Ltd ##  Singapore
BAEEDANBRA Al gk

HE-ZEENF=A=1+—HIFFE

Principal
place of
operation
IE

Note*
(e

Note™
(i

Note*
(i

Thailand
Note*

Pt

Note*
(e

Philippines
FRE

Note*
(i

Singapore
AR

Nominal
value of issued
share capital/

registered capital

BRI
RA/ERER
2

US$1
e

US$1
S

US$
E

Baht100,000
100,000%=4k

US$1
E

US$1
e

PHP19,137,500
19,137,500
FREBRR

HK$?2
28T

§$5,000,000#
5,000,000 7#
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Proportion of
nominal value of
issued & voting
share capital/

registered capital
held by the Group

FRERA
ERTRARFE
B/
EFEELA

%

BAt

100

100

100

96.47

100

100

100

100

100

Principal activities
TEEH

Investment holding
RAER

Investment holding
REER

Investment holding
REER

Freehold land holding
FRKAKEL
Investment holding

REER

Investment holding
RAER

Investment holding
REER

Investment holding
REER

Investment holding
RERR



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

Place of

incorporation/

Name of company registration
ARER ML BN
HKR China Limited British Virgin
Islands

EBABRES

HMC, Inc. Philippines
FEE

Imperial Bathroom Products PRC

Ltd. #H# HE
BIZEBR N Al

Impulse Bathroom United
Products Ltd. Kingdom
5

Mantle Investments British Virgin
Limited Islands
ERERRNS

Maxbright Pte. Ltd. Singapore
IR

National Asset Limited British Virgin
Islands

EBABRES

Orthodontics Asia Limited ~ British Virgin
Islands

ERERRNS

(2 _EENF=ZHA=1—HIFE

Principal
place of
operation
IE

Note*
Fi

Philippines
FRE

PRC
G

United
Kingdom
5E

Note*
i
Singapore
HINR
Note™

M

Note*
iz

Proportion of
nominal value of

issued & voting
Nominal share capital/
value of issued  registered capital
share capital/  held by the Group
registered capital AEERE
BEfT CRETRERERE
&/ EmEL R/
ZEfE BEAREELA
%
Zpi)i
US$1 100
(E
PHP10,250,000 100
10,250,000
FRERZR
US$22,000,000 100
22,000,000%7T
£320,000 100
320,000 &5
US$1 100
1ET
S$1# 93.64
1HTH
US$1 100
1ET
Us$2 100
2XTT
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Principal activities
TEEH

Investment holding
REER

Provision of medical
services
REEE RS

Manufacturing of
bathroom products
EEAZAM

Marketing of bathroom
products
AE R i

Securities investment
BHRE

Property holding
ESEL]

Marketing of bathroom
products
AE R i

Holding company of
orthodontics services
operators

BERBERE
ERDE



HKR INTERNATIONAL LIMITED & B BB EEHR D H

Place of

incorporation/

Name of company registration
ARER ML BN
Powerford Pte Ltd Singapore
gk

Prinia Pte Ltd Singapore
s

Ruthin Investments Pte Ltd Singapore
Gk

Sathorn Park Company Thailand
Limited RE
Spa Botanica Pte Ltd Singapore
gk

BE (08 ¥R PRC
BRAR # i
BE (L8 BHERR PRC
BRAT #i# i
BE (LB BHEER PRC
BRAE #h# th
e (Lg) BHERRE PRC
BRAT #i# G
B (L8) EREH PRC
BRAE #h# t

For the year ended 31 March 2006 #Z=—FTZTANF=H=1+—HILFE

Principal
place of
operation
IE

Singapore
HINR

Singapore
A

Singapore
HINR

Thailand
ZH

Singapore
AR

PRC
G

PRC
G

PRC
G

PRC
G

PRC
G

Nominal

value of issued
share capital/
registered capital
B8

BE/ ZRER
ZEfE

S$1,500,0004
1,500,000 70 #

S$o#
25T #

S$o#
25

Baht933,600,000
933,600,000% 5k

S$o#
25T

US$14,000,000
14,000,000% 7T

US$57,000,000
57,000,000%7T

US$40,000,000
40,000,000

US$12,500,000
12,500,000% 7T

US$350,000
350,000% 7T
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Proportion of
nominal value of
issued & voting
share capital/
registered capital
held by the Group
rEEREE
ERTRERERE
B,/
BEAREELA

%

Aot

100

100

100

96.47

100

100

100

100

100

100

Principal activities
TEEH

Property development
NERER

Investment holding
REER

Property investment
WERA

Hotel operation and
owner
BERERBE

Provision of spa
botanical services

BRI RS

Property investment

NERE

Property development
NERER

Property development
MEER

Property development
NERER

Property management
and consultancy
services

NEEENBRRS



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Notes:

*k

##

#iH#

These companies are engaged in securities
investment business of the Group and have no
specific principal place of operation.

The companies act as investment holding
companies and have no specific principal place
of operation.

Subsequent to the amended Company Act 2005
effective from January 2006, the issue capital of
a Singaporean Company is presented in a lump
sum including share premium.

“Frits BLEE R KA BR/A F)” represents the Chinese
business name adopted for use in Hong Kong.

These companies are wholly foreign owned
enterprises.
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et

*k

##

#iH#

HERARREAEE ZES
BREXEE AMRERELZ
TRREE M-

HERARRKREEZER AR
ATMEERECTEZEN
Fho

BB = BB RE AT
R-ZBAF— BAERE
—REPIE AT B BT
REIEIR D E A BB
%o

[EARETAARAT A
REBRAZHXBLS
e

HERRREINE RS-



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z—-ZFZF

(©

Details of principal associates at 31 March 2006

were as follows:

Name of company

NCIRE

Arrail Group Limited
ImREEFRA A

Bathroom & Kitchen
Supplies Pty. Ltd.

Champion Sources
Limited
BlEER LR

Discovery Park
Commercial Services
Limited
ST P KBRS
BRAH

Discovery Park Financial
Services Limited

Thi SR B 75 PR 75
BRAT]

Hanison Construction
Holdings Limited
FEEBIRIERBRA

Health & Care Group
Limited
EREEEBARA

NE=ZA=1+—HIFE

Place of
incorporation
11 B 2 e B

British Virgin
Islands
REEBARHES

Australia

S

Hong Kong
)

Hong Kong
B

Hong Kong
B

Cayman
Islands
HEHS

Hong Kong
)

(©)

Attributable
interest held
by the Group

REBE T
PEfhiEs
%

Bt

51.0%

63.7**

50.0

50.0

50.0

49.0

57.1%
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RZEERF=ZA=+—H0 FZ
BN RIFIBT

Principal activities

EREK

Development and
operation of dental
clinic chain

RN EEHEETEDE

Marketing of bathroom
products
A= A

Promotional activities

HERE

Property leasing
MERE

Provision of financial
services to first hand
purchasers of
Discovery Park

MR —FER
B RTS

Construction, property
development, property
investment and sales of
health products

BE - MERR MEKE
KIEREmIHE

Operation of dental
clinic chain
R E T O



For the year ended 31 March 2006

HKR INTERNATIONAL LIMITED & B BB EEHR D H

HE-ZEENF=A=1+—HIFFE

Place of

Name of company incorporation
AR BB S 110 B 32 3t B
Polyoung Limited Hong Kong
BHEERAA BB
Tung Chung Station Hong Kong
Development Company B

*%

Limited

The issued share capital of the investee company
comprises 4,000,000 shares of US$0.5 each.
The Group is holding 2,040,000 shares,
representing 51% of the total issued share
capital. According to the shareholders’
agreement of the investee company, the Group
is able to exercise significant influences in the
operation thereof.

The issued share capital of the investee company
comprises 329,861 ordinary shares of A$1.00
each. The Group is holding 210,198 shares,
representing 63.7% of the total issued share
capital. According to the Subscription Deed of
the investee company, the Group is able to
exercise significant influences in the operation
thereof.

Before 31 March 2006, the issued share capital
of the investee company comprising 510,000
ordinary shares of HK$1.00 each and 490,000
convertible preference shares of HK$1.00 each.
The Group held the entire issued convertible
preference shares, representing 49% of the total
issued share capital. Upon full conversion of the
issued convertible preference shares to ordinary
shares pursuant to the shareholders’ agreement,
effective on 31 March 2006, the issued share
capital of the investee company became
1,133,334 ordinary shares of HK$1.00 each. The
Group is holding 646,612 ordinary shares
representing 57.1% of the issued shares capital
of the investee company. According to the
shareholders’ agreement of the investee
company, the Group is able to exercise significant
influence in the operation thereof.

Attributable
interest held
by the Group

REBE i
PE(LRERE
%

Bt

31.0

31.0

*k
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Principal activities
TEEK

Provision of financial
services to first hand
purchasers of Coastal
Skyline

ERNEBE—FER
TR TSRS

Property development
MRER

BEXRELRZBEBHITRARE
4,000,000/ AR EEO0.5F T 2 %
Do ANEE I H 2,040,000/ (52 2%
TR AAZE 2 51%  IRBEIIRER
RIZ R e AR B T H BT
FERTES-

BEXREQARZEEITRARIE
329,861 xR EE1.003R T2 Ll
% o ANEEE3F A 210, 198X A% 15 16 2
BATIRIN4EEE 2 63.7% © RIEHERIR
BERRIZRBRIE AEBATHES
BITFERTE S

R-EERFE=ZA=1+—HA&EX
HENF 2 BETIRAEIES10,000
AR IR EE .00 T 2 EimAk &
490,000/ F I 1B 1.00/8 7T .2 Al 82
BWEER - AEBFEE2H D ETH
ERELR (hEBTRABE
49% o IRIEARR ek - B 31T A8 R
BEBRBEN _EEF=A="
— R AT ER ERE B
BN a2 BEBITRRZANA1,133,334%
ERAEE1.008 T2 LiEk-AEE
5 646,6120 L@ (HEXIRE
NEIDBITIRANET A% - IRIEETE
BRal 2 RE SR AR EEHE
BITFERTE -



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

All of the above principal subsidiaries and associates, other
than Abraham Holdings Limited, Beaufort Holdings
Limited, D.B. Properties Inc., Great Wisdom Holdings
Limited, Hanbright Assets Limited, HKR China Limited,
HK Resort International Limited and HKR Asia-Pacific Pte
Ltd, are held indirectly by the Company.

The above tables list the subsidiaries and associates of
the Group which, in the opinion of the directors, principally
affected the results or assets of the Group. To give details
of other subsidiaries and associates would, in the opinion
of the directors, result in particulars of excessive length.

Other than club debentures as set out in note 33, no other
loan capital has been issued by any of the subsidiaries.

During the year, the Group had significant transactions
with related parties as follows:
(A) Transactions with associates of Dr CHA Chi

BrAbraham Holdings Limited - Beaufort
Holdings Limited - D.B. Properties Inc. *
Great Wisdom Holdings Limited
Hanbright Assets Limited * HKR China
Limited * HK Resort International Limited
K HKR Asia-Pacific Pte Ltd 4N+ _EillFTA
FEMBAE KRB AR RAR A
FBe

REBEEZER ERAIIAEEZHE
REIRBERRHAEE 2 FEREE
ABTEFE-EZERR WMFMEMN
BRI RS RARRERITTR.

BRI IESBATSI Z G FTESFSN AN SR B Y
NEEETEMEERA.

T AR BENRIBEA LT BX
%5

(A) HEELAJEIFEEREI B

Ming, the chairman of the Company: ARRS:
2006 2005
—EBERE —ETRF
HK$’M HK$'M
BEEET BE%T
() Transactions with Mingly () BERNEEZERBRAF
Corporation (“Mingly”) and (T&871) RHE
its subsidiaries: WBRRIZXS:
Rental income received by NEBWE Z BEUA
the Group 14 1.4
Underwriting commission paid ENEHEAE 10.0 =
Acquisition of a property W ZEERR A ]
holding company (Note) (BiaE) (ZHfaE16)
(see note 16) 1,400.0 -

Note: By virtue of Dr CHA Chi Ming, chairman
of the Company, and his issue being
discretionary beneficiaries of certain
discretionary trusts of which the trustees
are the substantial shareholders of both
the Company and Mingly, Mingly
constitutes a connected person of the
Company, and the acquisition of the
CDW Building from Mingly constituted a
connected transaction.
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Hiat: BERARREFEEBEREBLREZ
BEERE T 2EET (AEFEAS
ARARREN 2 EBER) 2 2H#X
BN BNBRARRZEEAL
8 & D UE o B R R AE KRR



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

(i)

The Group has entered into a revised and
reformed participation agreement dated 9
November 2000 (the “Revised and
Reformed Participation Agreement”) with,
inter alia, Cagen Holdings Limited (“Cagen”)
for the management of retained portfolio of
a fund of the Group (the “Retained Fund”).
The Group paid an aggregate amount of
HK$5.3 million and would pay HK$5.7
million, totalling an aggregate amount of
HK$11.0 million (2005: HK$10.4 million) of
manager’s carried interest, to Cagen for the
year ended 31 March 2006. An incentive
carried interest amounting to HK$8.7 million
(2005: HK$4.2 million) was payable by the
Group to Cagen for the year. Cagen is
entitled to participation interest.

Details of the participation agreement are
as follows:

(a) a manager’s carried interest equal to
1% of the value of the Retained Fund
(see note).

(b) an incentive carried interest equal to
10% of the gain generated by the
Retained Fund for each year
provided that such gain exceeds an
amount which the Retained Fund
would have gained at the rate of the
last quoted 180 days US Treasury
Bill rate plus 1% (see note).

Note: The aggregate manager’s carried
interest and incentive carried
interest payable to Cagen under
the Revised and Reformed
Participation Agreement for any
one year shall not exceed an
amount calculated by reference
to 3% of the book value of the
net tangible assets of the Group
as disclosed in the immediate
preceding year’s published
audited consolidated financial
statements.
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AN E B 7 Cagen Holdings
Limited ([Cagen]) Fr& 2
AEBEZRBESHEA
([RHE %ﬁﬂéﬁﬁ$“
#5) Cagen 2T HEIA—
ETF+— ﬂhEZ%%
Rk E2HEGE ([&E
FINNELE R ) RE
BE_TERF=ZA=+—
AIEFE ANEEEXGA
He 3EEBIT WL
5.7TEBAIT 6#11.08
BET(ZETRF:104
BEET) BB AN
2= FCagen o ANEEBERARE
JEfEt T Cagen 8.7A &
T (ZETRF 42885
TL) Z SRR MY R s o
CagenBREZHE 2 MR-

SHEBpEFIFIT

(@ HEERREEL(E
BE1% 2 EE AN
ez (R

b)) HENRBEEES
FEAZWEZE10%
2 SRR AR A - M
s AR H R
BESERAMAT
#H180HFEHHE
BHEE RN % E
2 &8 (R -

Miat: WREBEES
RohE 2
Tg%uitﬁ/\ﬁi’{—,[
—FRENT
Cagen 2 &
N
a2 5% [ B
AR
TEHBIE E
FE R
B B XK AR
& Mk
P4 B8 AR &
Elp =Bk
EREFE
Z3%¢°



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

(B)

(©)

Transactions with associates of the Group (B)
During the year, the Group had significant
transactions with associates of the Group as

follows:

Construction transactions entered
into by subsidiaries of HCHL and
the Group

Interior and renovation transactions
entered into by subsidiaries of
HCHL and the Group

Sale of a property investment
subsidiary to HCHL

Sales of services to an associate

Sales of goods to an associate

Management fee and other
operating service fees received
from associates

Interest income received
from associates

Fifs Rl M B AR
REEETZ
BERS

BRI 2 M A E
REEETZ AERESE
KBRS

HEMERRENBAR T
ey =llF e

) & 8 B B RS

R EARILEEY

R d=NCIL
BEERHMEE
RIS &

=N
MEHA

Compensation of key management personnel
The remuneration of directors and other members
of key management during the year was as follows:

Fees we

Salaries and other benefits e hEMBER

Performance related incentive FIRAE R B IR
payments

Retirement benefits schemes RIRAERFT B
contributions

The remuneration of directors and key executives
is determined by the remuneration committee
having regard to the performance of individuals and
market trends.
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(©)

BEAKEBREARN ZRS
RAFERER NEEEBERTF 2
EARSZWMT:

2006 2005
—RFAFE  —TTHF
HK$'M HK$'M

EBET BEBT

187.5 180.8

0.5 1.4

- 3.9

0.4 0.3

42.7 33.7

0.3 0.3

1.4 1.6

TEEBAEME

EEREMTIEEEKERFA
ZBE T

2006 2005
—RFAFE  —TTHF
HK$’'M HK$'M

BEEETT B&Z% T

1.2 0.8
221 20.8
11.0 9.1

1.0 0.9
35.3 31.6

EERTETRABZME BT
MEzEe2EZMEBBETRERT

LB REE-



HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #Z=—FLZTANF=H=1+—HILFE

Balance sheet information of the Company at the balance RATREER 2 EEBBRERBIET
sheet date includes: FIIE=SEEE
2006 2005
—EEXREF —ETRF
HK$'M HK$'M
BEET B&ET
Non-current assets IEMENEE
Property, plant and equipment Y EN YN 3.2 1.3
Interests in subsidiaries B AR 6,243.1 4,797.9
Other assets HhEeE 19.4 7.9
6,265.7 4,807.1
Current assets MENEEE
Deposits, prepayments and e BT R EM
other receivables FEUW IR 25 1.8
Amounts due from associates JE Wi Bt 8 R B SR IE 2.8 2.6
Amounts due from subsidiaries FEUSRT B A Rk IE 4,545.5 4,413.5
Bank balances and cash R1THS ﬁﬁ%&fﬁﬁ 58.6 272.9
4,609.4 4,690.8
Current liabilities meaE
Trade payables and accrued BB SRR ETER
charges 9.3 6.8
Amounts due to subsidiaries FERIFHIEB A 5K IE 5,432.2 5,450.9
Bank loans due within one year AR —FRNEEZIRITER 1,461.0 200.0
6,902.5 5,657.7
Net current liabilities M BEFRE (2,293.1) (966.9)
3,972.6 3,840.2
Capital and reserves A&7 K
Share capital &N 3375 289.3
Reserves R 1,746.4 1,249.8
2,083.9 1,539.1
Non-current liabilities IEmEBE
Convertible bond - liability A#MRES - aEHD
component 1,388.7 -
Bank loans due after one year AR —FREEZIRITER 500.0 2,301.1
1,888.7 2,301.1
3,972.6 3,840.2
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HKR INTERNATIONAL LIMITED & B BB EEHR D H

For the year ended 31 March 2006 #EZ =TT NF=A=1+—HILFEZF

Loss for the year ended 31 March 2006 of the Company
amounted to approximately HK$134.8 million (2005:
HK$45.0 million).

Under the Company Law (Revised) Chapter 22 of the
Cayman Islands, the share premium of the Company is
available for distribution or paying dividends to
shareholders subject to the provisions of its memorandum
or articles of association and provided that immediately
following the distribution of dividends, the Company is
able to pay its debts as they fall due in the ordinary course
of business. In accordance with the Company’s articles
of association, dividends can only be distributed out of
the accumulated profits of the Company of HK$130.4
million at 31 March 2006 (2005: HK$380.0 million).
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