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Financial Operation Review

RESULTS

Turnover of the Company and its subsidiaries (the “Group”) for the year ended
31st December, 2006 (the “Year") fell slightly by 14% to HK$2.9 million, down
from HK$3.4 million in the year 2005. The fall in turnover was due to decrease
in rental income as a result of drop in occupancy rate caused by the building
extension work at Gemstar Tower during the year. Gross profit for the Year
amounted to HK$1.7 million compared to HK$2 million of last year, representing
a 17% drop.

Fair value changes on investment properties for the Year amounted to HK$14.9
million, representing more than three-fold increase over HK$4.6 million recorded
in 2005.

Included in current year results are net allowance for impairment loss on amounts
due from associates and former associates of HK$12.6 million (2005: write-

backs of allowance of HK$9.7 million).

Share of the results of associates for the Year recorded at HK$84.9 million,
down by HK$16.1 million from HK$101 million in 2005. This result reflected
relatively slow down of the increase in the fair value gain on investment properties
held by the associates. The Group shared from associates an increase in fair
value on investment properties, net of deferred tax impact, of HK$80.4 million
(2005: HK$92.5 million). No properties disposal was recorded by associates
during the year while the Group shared gain on disposal of investment properties

of HK$6.3 million from an associate in 2005.

Profit attributable to equity holders of the Company for the Year was HK$94.3
million (2005: HK$121.5 million). Earnings per share for the Year recorded at
HK27.85 cents (2005: HK36.40 cents).

NET ASSET VALUE

As at 31st December, 2006, net asset value attributable to equity holders of
the Company amounted to HK$761.5 million, representing an increase of
HK$94.4 million or 14% compared to HK$667.1 million in preceding year. The
increase was due to profit retained for the Year. Net asset value per share to
equity holders of the Company was HK$2.25 (2005: HK$1.97).
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Financial Operation Review

DEBT AND GEARING

The Group continued to maintain a strong capital and cash position for the Year.
As at 31st December, 2006, cash and bank balances amounted to HK$187.9
million (31st December, 2005: HK$195.1 million). The moderate decrease
was mainly due to payment of development expenditure for building extension
work carried out at Gemstar Tower. The Group did not have any bank borrowings
for both years. The majority of the Group's income for the Year was denominated
in Hong Kong dollars and no hedging for non-Hong Kong dollars assets or

investment has been made during the Year.
PLEDGE OF ASSETS

As at 31st December, 2006, no assets were pledged by the Group to secure
any banking facility and the Group did not have any obligation under banking

facility documentation.
CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31st December,
2006.

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income for the Year amounted to HK$12.8 million, representing an
increase of HK$3.4 million compared to HK$9.4 million in 2005. The increase
in interest income was attributable to higher average deposit rate during the
Year. The Group recorded imputed interest expenses on interest-free loans from
the minority shareholders of subsidiaries of HK$0.1 million (2005: HK$2.1

million).

B 7% 5 755 [ R

BEFEMERNEREL X

REERAFREEBHRETRMZEARRBR &M
MR _EBEERF+_A=1+—H B& MR
415 /187,900,0008 L (ZEZTAF+ A=
+—H1:195,100,000/%& 7T) <)@ gk iE £ E =2 3t
BEPLETEEIEMI N Z2BERALMRA
Be-ARERMEELETMNBTEE-A5H
RAFEE 2 KEBH WA BT ERRRIES
TEESREETE o

&

RIBERFT_A=+—R AEELEH
ERMEEBRTURSRITEE MAEERE
EARBERITEEXHABITZEE

HRBIE

RZEEAF+_A=+—"H8 AEELTET
MERSIAEE-

B RMBEEA X

AEEZFEWAA12,800,0008 L R_ZE
T A £ 29,400,000/% JT 1 13,400,000/ JT
FBWAZABIDEAAFE 2 FHGFERNEER
FrigmeREBEESEHMBRAR I BERREEE
N2 BEFBHEZ100,0008 T (ZEZTRF:
2,100,000/ 7T) °

At
W

NEFH EHBEXBRAA

9




Financial Operation Review

B 7% 5 755 [ BB

REMUNERATION POLICIES AND SHARE OPTION
SCHEME

As at 31st December, 2006, the Group employed a total of 12 staff. Employees
were remunerated on the basis of their performance, experience and prevailing
industry practice. Remuneration packages comprised salary and year-end
discretionary bonus based on market conditions and individual performance.
The directors of the Company continued to review employees' contributions
and to provide them with necessary incentives and flexibility for their better
commitment and performance. No share option scheme was adopted by the

Group for the Year.

PROPERTY VALUATION

A property valuation has been carried out by Norton Appraisals Limited,
independent qualified professional surveyors, in respect of the Group's
investment properties held as at 31st December, 2006 and that valuation was
used in preparing this year's financial statements. The Group's investment
properties were valued at HK$63.4 million, the net increase in fair value of
approximately HK$14.9 million was credited to the income statement for the
Year. The Group also shared an increase in fair value on investment properties
of the associates of HK$80.4 million (net of deferred tax impact of HK$16.6
million). Development properties and non-investment properties were stated

at cost less impairment, if any, in the financial statements.
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