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Corporate Information

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability. The Company’s shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (“Stock
Exchange”).

The address of the Company’s registered office and principal place of
business are Clifton House, 75 Fort Street, P.O. Box 1350 GT, George
Town, Grand Cayman, Cayman Islands and Room 2301, 23/F, Fortis
Bank Tower, 77-79 Gloucester Road, Wanchai, Hong Kong respectively.

The principal activity of the Company is investment holding and the
principal activities of the subsidiaries are set out in note 15.

The financial statements on pages 34 to 87 have been prepared in
accordance with the Hong Kong Financial Reporting Standards
(“HKFRSs”) which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants. The financial statements include the
applicable disclosure requirements of the Rules Governing the Listing
of Securities on the Stock Exchange and the disclosure requirements
of the Hong Kong Companies Ordinance.

The financial statements for the year ended 31 December 2006 were
approved by the directors on 30 March 2007.

Adoption Of New And Amended HKFRSs

Adoption of new and amended HKFRSs effective on or after 1 January
2006

From 1 January 2006, the Company and its subsidiaries (collectively
known as the “Group”) have adopted all the new and amended HKFRSs
which are first effective on 1 January 2006 and relevant to the Group.
The adoption of these HKFRSs has resulted in changes in the Group’s
accounting policies on financial guarantee contracts.

HKAS 39 & HKFRS 4 (Amendment) Financial Instruments: Recognition
and Measurement and Insurance Contracts — Financial Guarantee
Contracts

The amendments to HKAS 39 require an entity to account for certain
financial guarantee contracts in accordance with that standard. To
comply with the requirements of the amended HKAS 39, the Group
has adopted a new accounting policy to recognise financial guarantee
contracts. On initial recognition, these contracts are measured at fair
value and they are subsequently stated at the higher of:

— the amount initially recognised less where appropriate,
cumulative amortisation recognised in accordance with the
revenue recognition policies; and

— the amount of the obligation under the contract, as determined
in accordance with HKAS 37 “Provision, Contingent Liabilities
and Contingent Assets” (“HKAS 37").
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2. Adoption Of New And Amended HKFRSs (Contd)

Adoption of new and amended HKFRSs effective on or after 1 January
2006 (Cont'd)

Details of this new accounting policy are set out in note 3(r).

Prior to this new accounting policy, the Group disclosed the financial
guarantees issued as contingent liabilities in accordance with HKFRS
4 “Insurance Contracts” and HKAS 37. Provisions for the Group’s
liabilities under the financial guarantee contracts were made when it
was more likely than not that the guaranteed party would default and
the Group would incur outflow of resources embodying economic
benefits.

This new accounting policy has been applied retrospectively to the
extent that the financial guarantee contracts were in existence at 1
January 2005. These financial guarantee contracts were recognised in
the Company'’s balance sheet according to the accounting policies (see
note 3(r)) with the corresponding adjustments to the opening adjustment
to the opening balance of retained profits of the Company at 1 January
2005. Comparatives of the Company’s balance sheet were restated.

The effects of adoption of accounting policies for the year ended 31
December 2005 and 2006 are summarised below:

Balance sheet — Company

Increase in assets and (liabilities) BEK(BE) &M
— Investment in subsidiaries — KRB RRNKEE
— Financial guarantee contracts — B ERELN
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At 31 December

R+=A=+—H
2006 2005
HK$’000 HK$’000
THET THET
8,500 6,500
(8,500) (6,500)

Other than the above, the adoption of these new and amended HKFRSs
did not result in any significant changes in the Group’s and Company’s
accounting policies.

New or amended HKFRSs that have heen issued but not yet effective

The Group has not early adopted the following HKFRSs that have been
issued but are not yet effective. The directors of the Company anticipate
that the adoption of such HKFRSs will not result in material financial
impact on the Group’s financial statements.

HKAS 1 (Amendment)
HKFRS 7
HK(IFRIC) — Int 7

Capital Disclosures !

Financial Instruments — Disclosures *

Applying the Restatement Approach under

HKAS 29 Financial Reporting in
Hyperinflationary Economies 2

Scope of HKFRS 2 3

Reassessment of Embedded Derivatives *

Interim Financial Reporting and Impairment °

HKFRS 2 — Group and Treasury Share

Transactions ©

HK(IFRIC) — Int 8
HK(IFRIC) — Int 9
HK(IFRIC) — Int 10
HK(FRIC) — Int 11
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2. Adoption Of New And Amended HKFRSs (Cont'd) 2.

New or amended HKFRSs that have been issued but not yet effective
(Cont'd)

Effective for annual periods beginning on or after 1 January 2007
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
Effective for annual periods beginning on or after 1 November 2006
Effective for annual periods beginning on or after 1 March 2007

o O WN =

Adoption of other accounting standards during the year
HKFRS 2 Share-based payment

During the year, share options were granted to the employees of the
Group and the Group adopted the accounting policy on such share-
based employee compensation. HKFRS 2 requires all goods and
services received in the course of share-based payment transactions
to be measured at fair value and recognised in the financial statements
with a corresponding credit to equity, unless the transaction is settled
in cash. When applied to employee share-based compensation, this
leads to the recognition of share options which have been granted and
are expected to vest as an expense in profit or loss.

Details of the new accounting policy are set out in note 3(s)(i).

The effects of adoption of accounting policies for the year ended
31 December 2006 is summarised below:
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(a) Consolidated income statement (a) #REkKEE
HK$’000
FHET
Increase in administrative expenses 1T RS 42 AN
— Employee share-based payment expense — LARX ) X R E R X (7,628)
Total decrease in profit AR (7,628)
Attributable to: LXT/\:':F’ETE
Equity holders of the Company NREDIFB A (7,628)
Decrease in basic earnings R B AR B F k>
per share (HK cents) (L) (1.15)
(b) Balance sheet (by EBEAEEXR
Group Company
AEE AAF
HK$’000 HK$’000
FHET FHExT
Increase in net assets & EEFE I N
— Investment in subsidiaries — REBRRZ&E — 909
Increase/(Decrease) in equity R, Cd)
— Share option reserves — RS 7,628 7,628
— Retained profits — REBABA (7,628) (6,719)

41

FRERBRAR —EEREER



Notes to the Financial Statements

Br R SRR MY aE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(c)

Basis of preparation

The financial statements have been prepared in accordance with
the significant accounting policies set out below. The financial
statements have been prepared on the historical cost basis except
for the revaluation of investment properties, hotel properties and
certain financial assets and liabilities. The measurement bases
are fully described in the accounting policies below.

It should be noted that accounting estimates and assumptions
are used in preparation of the financial statements. Although
these estimates are based on management’s best knowledge of
current events and actions, actual results may ultimately differ
from those estimates.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
December each year.

Subsidiaries

Subsidiaries are entities over which the Group has the power to
control the financial and operating policies so as to obtain benefits
from their activities. The existence and effect of potential voting
rights that are currently exercisable are considered when
assessing whether the Group controls another entity. Subsidiaries
are fully consolidated from the date on which control is transferred
to the Group. They are excluded from consolidation from the
date that control ceases.

Business combinations (other than for combining entities under
common control) are accounted for by applying the purchase
method. This involves the revaluation at fair value of all identifiable
assets and liabilities, including contingent liabilities of the
subsidiary, at the acquisition date, regardless of whether or not
they were recorded in the financial statements of the subsidiary
prior to acquisition. On initial recognition, the assets and liabilities
of the subsidiary are included in the consolidated balance sheet
at their fair values, which are also used as the bases for
subsequent measurement in accordance with the Group’s
accounting policies.

Intra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated in
preparing the consolidated financial statements. Unrealised
losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are carried at cost
less accumulated impairment losses. The results of the
subsidiaries are accounted for by the Company on the basis of
dividends received and receivable at the balance sheet date.

3.
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(c)

For the year ended 31 December 2006
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(c)

(d)

(e)

Subsidiaries (Cont’d)

Minority interest represents the portion of the profit or loss and net
assets of a subsidiary attributable to equity interests that are not
owned by the Group and are not the Group’s financial liabilities.

Minority interests are presented in the consolidated balance sheet
within equity, separately from the equity attributable to the equity
holders of the Company. Profit or loss attributable to the minority
interests are presented separately in the consolidated income
statement as an allocation of the Group’s results.

Associates

Associates are those entities over which the Group is able to
exert significant influence, generally accompanying a
shareholding of between 20% and 50% of voting rights but which
are neither subsidiaries nor investment in a joint venture. In
consolidated financial statements, investment in associates is
initially recognised at cost and subsequently accounted for using
the equity method. Under the equity method, the Group’s interest
in the associate is carried at cost and adjusted for the post-
acquisition changes in the Group’s share of the associate’s net
assets less any identified impairment loss unless it is classified
as held for sale (or included in a disposal group that is classified
as held for sale). The consolidated income statement includes
the Group’s share of the post-acquisition, post-tax results of the
associate for the year, including any impairment loss on goodwill
relating to the investment in associate recognised for the year.

When the Group’s share of losses in an associate equals or
exceeds its interest in the associate, the Group does not recognise
further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate. For
this purpose, the Group’s interest in the associate is the carrying
amount of the investment under the equity method together with
the Group’s long-term interests that in substance form part of
the Group’s net investment in the associate.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest in
the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred.

Goodwill

Goodwill represents the excess of the cost of a business
combination over the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses.
Goodwill is allocated to cash-generating units and is tested
annually for impairment (Note 3(p)).

Any excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of a business combination is recognised immediately
in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(e)

(f)

Goodwill (Cont'd)

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

Property, plant and equipment

(i)

(ii)

Depreciation

Depreciation is provided to write off the cost or valuation
of property, plant and equipment over their estimated
useful lives, using the straight line method, at the following
rates per annum:

Buildings 2%
Leasehold improvements 10% - 20%

Motor vehicles 20%
Operating and office equipment 5% — 20%
Furniture and fixtures 20%

Hotel properties Period of the lease terms

The assets’ useful lives are reviewed, and adjusted, if
appropriate, at each balance sheet date.

Measurement bases

Property, plant and equipment, other than hotel properties,
are stated at cost less accumulated depreciation and
impairment losses. The cost of an asset comprises its
purchase price and any directly attributable costs of
bringing the asset to the working condition and location
for its intended use. Subsequent costs are included in the
asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably.
All other costs, such as repairs and maintenance are
charged to the consolidated income statement during the
period in which they are incurred.

Hotel properties held by an associate of the Company are
stated at valuation determined by external professional
valuers.

Changes in the value of hotel properties are dealt with as
movements in the hotel property, plant and equipment
revaluation reserve. If the balance of this reserve is
insufficient to cover a deficit, the excess of the deficit is
charged to the consolidated income statement.

When assets are sold or retired, any gain or loss resulting
from their disposal, being the difference between the net
disposal proceeds and the carrying amount of the assets,
is recognised in the consolidated income statement.

3.

(e)

(f)

For the year ended 31 December 2006
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(g)

(h)

(i

Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both is classified as investment property.
Investment properties comprise land held under operating lease
and building held under finance lease. Land held under operating
lease is classified and accounted for as investment property on
a property-by-property basis. Such land held under operating
lease is accounted for as if it was a finance lease.

Investment properties are measured initially at its cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are carried at fair value. Fair
value is determined by external professional valuers, with
sufficient experience with respect to both the location and the
nature of the investment properties. The carrying amounts
recognised in the consolidated balance sheet reflect the prevailing
market conditions at the balance sheet date.

Any gain or loss resulting from either a change in fair value or
the sale of investment properties is immediately recognised in
the consolidated income statement for the period in which they
arise.

Properties held under development

Properties held under development for future sale are included
in current assets and comprise land held under operating lease
(note 3(j)(ii)) and aggregate cost of development, materials and
supplies, wages and other expenses (“Development cost”).
Development costs are stated at the lower of cost and net
realisable value less any impairment losses. Other expenses
included (a) those costs that are incurred in bringing the
properties held under development to their present location and
condition and (b) a systematic allocation of fixed overheads that
are incurred on development of properties. Fixed overheads are
indirect costs which remain relatively constant regardless of the
size or volume of the development.

Net realisable value is the estimated selling price in the ordinary
course of business less estimated costs of completion and
estimated selling expenses.

Properties held for sale

Properties held for sale are stated at the lower of cost and net
realisable value. In the case of completed properties developed
by the Group, cost is determined by apportionment of the total
development costs for that development project, attributable to
the unsold properties. Net realisable value is the estimated selling
price in the ordinary course of business less estimated selling
expenses.

The cost of properties held for sale comprises all costs of
purchase, costs of conversion and other costs incurred in bring
the inventories to their present location and condition.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

()]

(k)

Leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines that
the arrangement conveys a right to use a specific asset or assets
for an agreed period of time in return for a payment or a series of
payments. Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless of whether
the arrangement takes the legal form of a lease.

(i) Operating lease charges as the lessee

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to the consolidated income statement on a straight
line basis over the lease terms. Lease incentives received
are recognised in the consolidated income statement as
an integral part of the aggregate net lease payments made.
Contingent rentals are charged to the consolidated income
statements in the period in which they are incurred.

(ii)  Classification of assets leases to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards
of ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the Group are classified
as operating leases, with the following exceptions:

Leasehold interests in land are up-front payments to
acquire the land use rights. The payments are stated at
cost less accumulated amortisation and any impairment
losses. Amortisation is calculated on the straight-line basis
to write off the up-front payments over the lease terms.

Leasehold interest in land is included in properties held
under development and properties held for sale, of which
the amortisation of prepaid land lease is capitalised as
part of the building costs during the development period
but charged to the consolidated income statement for
completed properties.

Properties leased out under operating leases are included
in investment properties in the consolidated balance sheet.
The recognition of rental income is set out in note 3(u).

Inventories
Inventories comprise consumable stores for own consumption

which are stated at cost. Cost is determined using the weighted
average method.

3.
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For the year ended 31 December 2006
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

U]

Financial assets

Financial assets of the Group are loans and receivables, and
cash at banks. All financial assets are recognised when, and
only when, the Group becomes a party to the contractual
provisions of the instrument.

Derecognition of financial assets occurs when the rights to receive
cash flows from the investments expire or are transferred and
substantially all of the risks and rewards of ownership have been
transferred. At each balance sheet date, financial assets are
reviewed to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment loss is
determined and recognised based on the classification of the
financial asset.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Loans and receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less any impairment losses. Amortised cost is
calculated taking into account any discount or premium on
acquisition and includes fees that are an integral part of the
effective interest rate and transaction cost.

At each balance sheet date, loans and receivables are reviewed
to determine whether there is any objective evidence of
impairment. If any such evidence exists, the impairment loss is
measured and recognised as follows:

If there is objective evidence that an impairment loss on loans
and receivables carried at amortised cost has been incurred,
the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at
initial recognition). The amount of the loss is recognised in profit
or loss of the period in which the impairment occurs.

If, in subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously
recognised impairment loss is reversed to the extent that it does
not result in a carrying amount of the financial asset exceeding
what the amortised cost would have been had the impairment
not been recognised at the date the impairment is reversed. The
amount of the reversal is recognised in profit or loss of the period
in which the reversal occurs.
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Br R SRR MY aE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

(m) Foreign currencies

(i)

(ii)

(iii)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollars, which is
the Company'’s functional and presentation currency.

Transactions and balances

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the consolidated
income statement.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Group companies

The results and financial positions of all the group entities
(none of which has the currency of a hyperinflationary
economy) that have functional currencies different from
the presentation currency are translated into the
presentation currency as follows:

(1) assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of that balance sheet;

(2)  income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation of
the cumulative effect of the rates prevailing on the
transaction dates, in which case income and
expenses are translated at the dates of the
transactions); and

(3) goodwill and fair value adjustments arising on the
acquisition of a foreign entity have been treated as
assets or liabilities of the foreign entity and translated
into Hong Kong dollar, at the closing date.

All resulting exchange differences are recognised as a
separate component of equity.
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For the year ended 31 December 2006
HE-_ZZTAF+_A=+—HBLEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(n)

(o)

(p)

Income tax
Income tax comprises current and deferred tax.

Current tax is the expected tax payable on the taxable income
for the year using tax rates enacted at the balance sheet date,
and any adjustment to tax payable in respect of previous years.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used
in the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which the temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from the initial
recognition of assets and liabilities in a transaction that affects
neither the tax 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 profits will be available to allow
all or part of the asset to be recovered. Any such reduction is
reversed to the extent that it becomes probable that sufficient
taxable profit will be available.

Deferred tax assets and liabilities are not discounted. Deferred
tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset realised. Most
changes in deferred tax is charged or credited to the consolidated
income statement. Only changes in deferred tax assets and
liabilities that relate to a change in value of assets and liabilities
that is charged directly to equity are charged or credited directly
to equity.

Cash and cash equivalents

Cash and cash equivalents include cash at banks and in hand,
deposits pledged against bank overdrafts less bank overdrafts
which are repayable on demand and form an integral part of the
Group’s cash management.

Impairment of assets

Goodwill, property, plant and equipment and investments in
subsidiaries and interests in associates are subject to impairment
testing.

Goodwill is tested for impairment at least annually, irrespective
of whether there is any indication that they are impaired. All
other assets are tested for impairment whenever there are
indications that the asset’s carrying amount may not be
recoverable.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(p)

(q)

Impairment of assets (Cont’d)

An impairment loss is recognised as an expense immediately for
the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of
fair value, reflecting market conditions less costs to sell, and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessment of time
value of money and the rise specific to the asset. For the purposes
of assessing impairment, where an asset does not generate cash
inflows largely independent from those from other assets, the
recoverable amount is determined for the smallest group of assets
that generate cash inflow independently (i.e. cash-generating
units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level.
Goodwill in particular is allocated to those cash-generating units
that are expected to benefit from synergies of the related business
combination and represent the lowest level within the Group at
which the goodwill is monitored for internal management
purpose.

Impairment losses recognised for cash-generating units, to which
goodwill has been allocated, are credited initially to the carrying
amount of goodwill. Any remaining impairment loss is charged
pro rata to the other assets in the cash generating unit, except
that the carrying value of an asset will not be reduced below its
individual fair value less cost to sell, or value in use, if
determinable.

An impairment loss on goodwill is not reversed in subsequent
periods. In respect of other assets, an impairment loss is reversed
if there has been a favourable change in the estimates used to
determine the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation
or amortisation, if no impairment loss had been recognised.

Financial liabilities

Financial liabilities include bank loans and overdrafts, accruals,
accounts and other payables and amount due to a subsidiary.
They are included in balance sheet line items under current or
non-current liabilities.

Financial liabilities are recognised when the Group becomes a
party to the contractual provisions of the instrument. All interest
related charges are recognised as an expense in finance costs
in the income statement. A financial liability is derecognised when
the obligation under the liability is discharged or cancelled or
expires.
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For the year ended 31 December 2006
HE-_ZZTAF+_A=+—HBLEE

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(q)

(r)

Financial liabilities (Cont’d)

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Financial liabilities are subsequently stated at
amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in the
income statement over the period of the borrowings using the
effective interest method.

Accounts and other payables are recognised initially at their fair
value and subsequently measured at amortised cost, using the
effective interest method.

Financial liabilities are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the liability
for at least twelve months after the balance sheet date.

Financial guarantee issued

A financial guarantee contract is a contract that requires the
issuer (or guarantor) to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the terms of a debt
instrument.

Where the Group or the Company issues a financial guarantee,
the fair value of the guarantee is initially recognised as deferred
income within other payables. Where consideration is received
or receivable for the issuance of the guarantee, the consideration
is recognised in accordance with the Group’s policies applicable
to that category of asset. Where no such consideration is received
or receivable for a financial guarantee issued to lender in respect
of borrowing to a third party, an immediate expense is
recognised in profit or loss on initial recognition of any deferred
income. Where no consideration is received or receivable for a
financial guarantee issued by the Company to lenders in respect
of borrowings to its subsidiaries, the amount is recognised in
investments in subsidiaries as deemed capital contribution from
the Company on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred
income is amortised in profit or loss over the term of the guarantee
as income from financial guarantees issued. In addition,
provisions are recognised if and when it becomes probable that
the holder of the guarantee will call upon the Group under the
guarantee and the amount of that claim on the Group is expected
to exceed the current carrying amount i.e. the amount initially
recognised less accumulated amortisation, where appropriate.
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Br R SRR MY aE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

(s) Employee benefits

(i)

(ii)

Employee share-based payment transactions

The Group operates an equity-settled, share-based
compensation plan.

All employee services received in exchange for the grant
of any share-based compensation are measured at fair
value. These are indirectly determined by reference to the
share options awarded. Their value is appraised at the
grant date and excludes the impact of any non-market
vesting conditions (for example, profitability and sales
growth targets).

All share-based compensation is ultimately recognised as
an expense in consolidated income statement with a
corresponding increase in equity share option reserve. If
vesting periods or other vesting conditions apply, the
expense is recognised over the vesting period, based on
the best available estimate of the number of share options
expected to vest. Non-market vesting conditions are
included in assumptions about the number of share
options expected to become exercisable. Estimates are
subsequently revised, if there is any indication that the
number of share options expected to vest differs from
previous estimates. No adjustment to expense recognised
in prior periods is made if fewer share options ultimately
are vested than originally estimated.

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 forfeited or are not exercised at the expiry date, the
amount previously recognised in share options reserve will
be transferred to retained profits.

Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made for
the estimated liability for annual leave as a result of services
rendered by employees up to the balance sheet date.

Non-accumulating compensated absences are not
recognised until the time of leave.
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For the year ended 31 December 2006
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(s)

(t)

(u)

Employee benefits (Cont'd)
(iii)  Pension obligations

The Group contributes to a defined contribution retirement
benefit scheme (“MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance which are available
to its employees in Hong Kong. Contributions to the MPF
Scheme by the Group and employees are calculated as
percentages of employees’ basic salaries. The retirement
benefit scheme cost charged to the consolidated income
statement represents contributions payable by the Group
to the MPF Scheme.

Pursuant to the relevant regulations in the People’s
Republic of China (“PRC"), the Group has participated in
a local municipal government retirement benefit scheme
(the “Scheme”), whereby the Group is required to
contribute a certain percentage of basic salaries of its
employees to the Scheme to fund their retirement benefits.
The local municipal government undertakes to assume
the retirement benefits obligations of all existing and future
retired employees of a subsidiary in the PRC. The only
obligation of the Group with respect to the Scheme is to
pay the ongoing required contributions under the Scheme
mentioned above. The Group’s contributions to the
Schemes are expensed as incurred.

The assets of the MPF Scheme and the Scheme are held
separately from those of the Group in independently
administered funds.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value shares that have been
issued. Any transaction costs associated with the issue of shares
are deducted from equity (net of any related income tax benefits)
to the extent that they are incremental costs directly attributable
to the equity transaction.

Revenue recognition

Revenue arising from sale of properties held for sale are
recognised when the significant risks and rewards of ownership
of these properties held for sale have been transferred to the
purchasers and the Group retains neither continuing involvement
to the degree usually associated with ownership nor effective
control over properties held for sale. The transfer of risks and
rewards of ownership is evidenced by the passing of possession
of properties to the buyer when the property hand-over
confirmation is executed by the Group and the buyer. Deposits
and instalments received from purchasers prior to this stage and
pre-sale are included in current liabilities and are not recognised
as revenue.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(u)

(v)

Revenue recognition (Cont’d)

Rental income receivable under operating leases is recognised
as revenue in the consolidated income statement in equal
instalments over the accounting periods covered by the lease
terms. Lease incentives granted are recognised in the
consolidated income statement as an integral part of the
aggregate net lease payments receivable. Contingent rentals are
recognised as income in the period in which they are earned.

Management fee income, club house income and laundry service
income are recognised as revenue when the agreed services are

provided.

Dividend income is recognised as revenue when the right to
receive payment is established.

Interest income is recognised as revenue on a time proportion
basis using the effective interest method.

Borrowing costs

All borrowing costs are expensed as incurred.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

(a)

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below:

(i) Estimated fair value of investment properties

The investment properties of the Group were stated at fair
value in accordance with the accounting policy stated in
note 3(g). The fair value of the investment properties are
determined by a firm of independently qualified
professional surveyors and the fair value of investment
properties as at respective year end are set out in note
14. Such valuations were based on certain assumptions,
which are subject to uncertainty and might materially differ
from the actual results.

In making the judgement, consideration has been given
to assumptions that are mainly based on market conditions
existing at the balance sheet dates and appropriate
capitalisation rates. These estimates are regularly
compared to actual market data and actual transactions
entered into by the Group.
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REBENATWREESWA - REHREN
SRR AT D BIIARN AR & e Rk A FER
MR - ERXNEESERFHEEKE
o KAMSHEHARMEERBEA -

ERBEWA - SRERAREARE AR
175 7€ BR 765 B i 52 A ML 2 ©

(LSS ONNDE RN EEEE Al FTAvAS TR
R e

B U 2z B ] L 91 DA B B 6 RS Tk 2R A MR

Ec

v EERS
P BB AR TR EE LR FIEH -
BRI AT R A

flat R A B AR TR L - WREBEERE M
A= eFRAEELAESAENERREFOH
BEHAE -

(a)

EZES AR RER

REBEBARRIEL AT KRR - WHEEEH
SEHEFHBTARINERERAR o LT
FHEHEERABNREER MEAMEFEE
HREBRBENEARB G RER

(i) REYRLAEMGE

REBHIREYETHBIEH 3 S
& BRRAAEIIR - REWEH
RAER R —FBILE EREZZA
TEE  FRRENMEREFESER
B AR EHRKTTELS - BREETRE
ETRREE @ EXTHEERZAR -
WA REBERERHBEEAER -

RIEL B - BZ B2 = 2RIENE
HHERTLRSBENER L RERE
MR o ARG e EMEERTISE
BRAEEFIVNERI SR -
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For the year ended 31 December 2006
HE-_ZTZRF+_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

(Cont'd)

(a) Critical accounting estimates and assumptions (Cont'd)

(ii)

(iii)

Impairment of goodwill

The Group tests annually whether goodwill has suffered
any impairment in accordance with the accounting policy.
The recoverable amounts of cash-generating unit have
been determined based on value-in-use calculations.
These calculations require the use of estimates. Details of
the assumption used are set out in note 12.

Net realisable value of properties held for sale and
properties held under development

Management determines the net realisable value of
completed properties held for sale by using prevailing
market data such as most recent sale transactions and
market survey reports available from independent qualified
professional surveyors, and internal estimates of costs
based on quotes by suppliers.

Management’s assessment of net realisable value of
properties held under development requires the
application of a risk-adjusted discount rate to estimate
future discounted cash flows to be derived from these
properties. These estimates requires judgement as to the
anticipated sale prices by reference to recent sales
transactions in nearby locations, rate of new property sales,
marketing costs (including price discounts required to
stimulate sales) and the expected costs to completion of
properties, the legal and regulatory framework and general
market conditions.

(b) Critical judgements in applying the entity’s accounting policies

(i)

Revenue recognition

The Group has recognised revenue from sale of properties
held for sale during the year as disclosed in note 5. The
assessment of when an entity has transferred the
significant risks and rewards of ownership to a buyer
requires examination of the circumstances of the
transaction. In most cases, the transfer of risks and
rewards of ownership coincides with the transfer of the
legal title or the passing of possession to the buyer. The
Group believes that its recognition basis of sales as set
out in note 3(u) is appropriate and is in line with the current
practice adopted in the PRC.

4,

B R SRR MY RE

SEHEF R A (&)

(a EBEESFEFTRMBR (E)

(ii)

(iii)

() EHERE

(i)

AR

AEERREABEREF —RIRABE
BEHBERE - REELBLH AR
BIZERERTETE - 2FatHAFS
At o FTE AR R A FEHRMFEL2 -

HEYWHERREFYHEL 025 FE

EEERBRMNURER - BILYFEMA
EMEHTSAERESMHEE - &
AR A R B R 2 BN A AR S E E
EEFLHEZERYENIBRHE -

BEREEHGERTYENERFEZ
AL ZEFE A AR R bR TR R FE UL b ET
ﬁt%%%**fﬁﬁmi 1 1 M;,\*E
R BN ER 5 - Fiiye
EEER (’E%ﬁiﬁﬁ’ﬂ“ﬁ%ﬁﬁ%) &Eﬁﬁ
TRt MEZER  EEMEELEE
R—RRTR - Mt E LR EE
E o

B BRERNER N

I\

W 7= R

AEBDHAREAFEHEFEDE
REFEEYZEN R - WK FESHEE -
ERE RS N ER & HRA D
BETERNBELT @ HERAHRS
BRETES - EHZERT - BEBE
B R K [ 3 0 [RIBRF T [7) B 2R 8 A2
EEMERIBRIERE - REEM
& - HHERmREE (RME3W) 18
BE - UNAPRRERANER

FRERBRAR —EEREER
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For the year ended 31 December 2006
HE-_ZTZRF+_A=+—HILFE

5. REVENUE AND OTHER INCOME Wi & H AW A
Revenue, which includes the Group’s turnover, other revenue and other WP REAEBRAFTERRNEERE  HMkas
income recognised during the year are as follows: REMKALT -
2006 2005
HK$’000 HK$'000
FHET FHIT
Revenue &
Turnover ]
Proceeds from sale of HEFEWE
properties held for sale FrS k18 201,135 141,749
Rental income A A 1,293 1,724
Management fee income BB A 5,363 5,319
207,791 148,792
Other revenue H Wz
Club house income 2R A — 101
Laundry service income PRI AR TS YA 166 196
166 297
207,957 149,089
Other income Hug X
Interest income B A 3,322 704
Write back of accounts payable 7 B fE 15 BR X — 5,147
Exchange gain ERR e — 592
Others Hftb 819 259
4,141 6,702
6. SEGMENT INFORMATION SEER
Property development and investment is the only business segment of MEZRRREDRNEEBRAFE M — %i‘%
the Group throughout the year. No geographical segment analysis is o ARAKEARFEE DR10%A U Kk 4L & & T
presented as less than 10% of the Group’s revenue and contribution to BRURERBEAINGT S - A EZ T i 5B 5
operating profit is attributable to markets located outside the PRC for e At - WERRAMBLERRILEDEE
the year. Accordingly, no separate business and geographical segment #} e
information is prepared.
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Notes to the Financial Statements

R E L

7. FINANCE COSTS 7. BERKA
2006 2005
HK$’000 HK$'000
FET FHEIT
Interest charges on: MEEM :
Bank loans wholly repayable within five years ZBRAEABEEZNRITER 4,089 1,933
Bank overdrafts RITBEX 1,091 1,084
Loan from a related company —RBEQARER — 202
5,180 3,219
8. PROFIT BEFORE TAXATION 8. KRFHATEF
2006 2005
HK$’000 HK$'000
FHET FHT
Profit before taxation is arrived B 6 AT & ) T S HBR
at after charging: T3)%IE :
Cost of properties held for sale HRARIMAEE
recognised as expense W) 2 B AN 104,027 65,578
Land Value Added Tax (“LVAT”) (note (a)) T IR ERR (M et (a) 9,141 —
Depreciation of property, plant and equipment  #1% - E MR EHTE 1,429 971
Less: amount capitalised in properties W BERBRPWEER
held under development K58 (694) (360)
735 611
Outgoings in respect of investment properties BN FARNELRERA Z
that generated rental income during the year &Y% 8Bz 395 505
Operating lease charges in respect AT RIEFHLE
of land and buildings HOEH 1,068 920
Loss on disposal of property, HEME  BERZE
plant and equipment K& 18 1,425 116
Staff costs, including directors’ BIRKN(BREES
emoluments (note 31(a)) <& (Bf7E31(a))
and retirement benefits cost KRR ERE) 18,852 6,435
Employee share-based payment expense AR 2 EERX 7,628 —
Staff redundancy cost BTEMEKA 4,083 —
Less: amount capitalised in properties W BARERBYE
held under development =Nk ¢ (6,766) (1,049)
23,797 5,386
Amount recognised as expense PRINEN S ER A
for retirement benefits cost Fx &R 977 573
Write off of an investment property REFEREME A
upon re-development (note (b)) wEYE (KaE (b)) — 3,774
Exchange loss I 5 E518 39 =
and crediting: WHEETA -
Rental income less outgoings e W AR 898 1,219
Exchange gain ER R — 592
Fair value adjustments on investment BEMER R EHE
properties (note (b)) (Bt 7% (b)) 50,620 21,105
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For the year ended 31 December 2006
BHE-_ZTTF+_A=+—ALEE

8. PROFIT BEFORE TAXATION (Cont'd) 8. MKRBIATAR (&)
Notes: HisE -
(a) Under the Provisional Rules on LVAT Implementation Rules of the PRC (a) BERA—ANAE—F —++BFFBEG D+
implemented on 27 January 1995, all gains from the sales or transfer of BEBETIEN > FAKHERERENPEN T
land use rights, buildings and their attached facilities in the PRC are i A - B R ARG TSNS A
subject to LVAT at progressive rates ranging from 30% to 60% on the T+ E R - B A it (ERE (BN E Y EFRE
appreciation of land value, being the proceeds of sales of properties less HIESH AT ST ) (B3R 1 B R AR R B A W 2%
deductible expenditures including all borrowing costs and all property EBREY))HE2ER  B30%E60% 1% o §5E—1R
development expenditures. There are certain exemptions available for Y EAEETRG - B E A BB R E
the sale of ordinary residential properties if the appreciation values do B 4% 2 20% (T AR ERE) - (sEmEY
not exceed 20% of the total deductible items (as defined in the relevant B R@EERG o
PRC tax laws). Sales of commercial properties are not eligible for such
an exemption.
During the year, the Group incurred LVAT as disclosed above and which ER o REBIN X HEERBHR T IRER YD
was charged to the consolidated income statement as cost of sales. The R AR EEIEHERAR - BERACRE
directors considered the amount charged to the consolidated income AUWHEIERHING  BAITIRBEA T iigE
statement to be adequate as this is calculated according to the method BHIBTHARZEBE T HETEEE -
which is in compliance with the existing rules and interpretation of LVAT.
(b)  The amounts are included in “Other operating income” on the face of the (b) ZEEFALAWREZHMLERAIR -
consolidated income statement.
9. TAXATION 9. BiE
2006 2005
HK$’000 HK$’000
TERT FTHT
Current tax — PRC BB R —+p
— Income tax, current year —AREEEH 17,299 21,034
— Tax refund (note (a)) —BIALH (A5t (a) (3,866) —
13,433 21,034
Deferred tax (note 25) EERLE (H17725) 21,319 5,052
Total tax charge for the year AEEHRBRAST A 34,752 26,086
Note: Bt -

(a)

According to the approval document dated 1 September 2006 issued by
BHMNEFRMEXREERRTER, New Heritage Development
Limited (“NH Development”), a subsidiary of the Company, received an
amount of approximately RMB3,979,000. The amount represented tax
refund obtained by NH Development under the reinvestment tax refund
scheme in accordance with the relevant laws and regulations in the PRC.

No Hong Kong profit tax has been provided as the Group had no
estimated assessable profit for the year (2005: Nil)

(a)

BREFNSHEMEXRBERERBRBERAN -
NEAA—BBEHZHUX - RNRFZHERRH#&
BERARAA (FAEZER]) KEIH ARS,979,000
TTZHRA - REFATRTEBBERROER -
BERBESRERVBUIREZHAL -

HRARERAFE R TG EREAN - Bt
TEREANEEMNSHERER(CZETHEF

&) -
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For the year ended 31 December 2006
HE-_ZTZRF+_A=+—HILFE

10.

11.

TAXATION (Cont'd)

The PRC income tax is computed according to the relevant laws and
regulations in the PRC. The applicable income tax rate was 33% for the
year (2005: 33%). Hong Kong Profits tax is computed at the rate of

R E L

BiIE (&)

RE SR IRETBEBREARAE - KEEHE
Fﬁﬁﬁ BB R A33% (ZBERE : 33%) ° Bt Al
BRDNEBEANEEZHER175% (ZEERFE - 17.5%)

17.5% (2005: 17.5%) on the profit for the year. Reconciliation between uﬂ' o HIBH X HIRE AT R E 2 25 AR HIR
tax expense and accounting profit at applicable tax rates is as follows: R
2006 2005
HK$’000 HK$’000
FHET FHIT
Profit before taxation R 5 A & A 111,902 84,998
Tax on profit before tax, calculated at the RERBRKREERANLTRF
rates applicable to profits in the AT EFTERTA
tax jurisdiction concerned BHNETIE 37,154 28,000

Tax effect of non-deductible expenses A A 2 R 7 & 2 1,205 1,177

Tax effect of non-taxable revenue BERBM OIS 2 (3,118) (2,449)

Others Hb (489) (642)

Total taxation charge IR B 34,752 26,086

DIVIDENDS 10. RE

Dividends attributable to the year: NEZEERE

(i)  Cash dividend iy BeRS

2006 2005
HK$’000 HK$'000
FHET FHIT
Proposed final cash dividend BERBRSBKREFR
of 1 HK cent per ordinary share mi%ﬂxl}%m
(2005: 1.8 HK cents per (_ THE 8K
ordinary share) BAZ1.8L) 7,135 11,526
The final cash dividend proposed after the balance sheet date HHEAZNERRAR ST RARNEEBERE
has not been recognised as a liability at the balance sheet date, /\ﬁ BEIEHERFENRBRBFDIK
but reflected as an appropriation of retained profits for the year.

(i) A bonus share of 1 ordinary share per 50 ordinary shares in (il REEBREIEZRBE=FZ 7/\¢+ A=
issue is also proposed after the balance sheet date for the year +— B IEFERE FTIR M &508% @A 7]
ended 31 December 2006. FIRALRR ©

EARNINGS PER SHARE 11. SRER

The calculation of basic earnings per share is based on the profit
attributable to equity holders of the Company of approximately
HK$73,316,000 (2005: HK$55,934,000) and on weighted average of
662,706,132 (2005: 227,828,791) ordinary shares in issue during the
year.

No diluted earning per share is calculated for the year ended 31
December 2006 since the exercise price of the Company’s options was
higher than the average market price for the year. Diluted earnings per
share for the year ended 31 December 2005 was not presented as
there was no dilutive potential shares.

FRENEAR ﬁﬁé*%—rﬁ/\ﬁﬂﬁ%ﬂﬂj
73,316,000/ 7T (ZZEZ A 4 : 55,934,000/ 7T) &
FAE BT E BRI F15%0662,706,132A (=
TTRF : 227,828,791%) 51 & -

HRARAEEENTEESRFAFEME B
W EHEBE—TERFT A=+ —HILFE
NERESER - XY EEEEERG - RILE
2IEE_ZTRF A=+ —HLEFENTR
BERN -
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12.

For the year ended 31 December 2006
HE_ZZAF+_A=+—HBLEE

GOODWILL 12. &
2006 2005
HK$’000 HK$'000
FHET FH T
Gross amount e
Balance at 1 January R—A—B#&&% 37,048 —
Goodwill arising on acquisition EWiEE THE R Rm
of certain subsidiaries EEXNEE — 37,048
Balance at 31 December R+t-—A=+—H#&&% 37,048 37,048

The goodwill at 31 December 2006 comprises mainly goodwill arising
from the acquisition of New Heritage Investments Limited (“NH
Investments”) of approximately HK$33,672,000.

The recoverable amount for the cash-generating units, the underlying
hotel and property operations, in relation to NH Investments was
determined based on value-in-use calculations, covering a detailed 15-
year budget plan (note *) discounted at a rate of 3.75%.

* The value-in-use calculations use cash flow projections based
on a five year projection of the relevant cash-generating unit with
a growth rate of 10% (2005: 8%). Cash flows beyond the five-
year period are extrapolated assuming a nil growth rate.

The Group management’s key assumptions for the Group have been
determined based on past performance and their expectations for the
market development. The weighted average growth rate used is
consistent with the growth rate of Gross Domestic Products Index in
the PRC. The discount rate used is pre-tax and reflects specific risks
relating to the relevant cash-generating unit.

Management also believes that any reasonably possible change in the
key assumptions on which the recoverable amount is based would not
cause the carrying amount of goodwill to exceed its recoverable amount.

Apart from the considerations described above in determining the value
in use of the cash-generating units, the Group’s management is not
currently aware of any other probable changes that would necessitate
changes in their key assumptions.

R-TERNF+ A=t HANEEIZEHEKE
MECERRAR ([MELCED EENEEY
33,672,000 7T °

BB CXRSELSEM BEBERYERD
MR IR EREERE - BIRIEFF AR 155
HTEE R (FE*) A3 75% T BER 25t 5 ©

* EREEMEEERAEEREELEVNT
FIRASEENREMETR - WIEHF AN
BEERRI0% (ZZZRF : 8%):tH - AF

HEAIN RS RERTERERHNBRR

E o

AEEERBEHASENTIZBRNDBEEEBE
RAREEBHMISEROMERET ° FAEHAH
HEFEERRERENE AL ELEEBIERE
HHEFE - FTE B RORL R R RIS AT RAR T B2 1E
REeELBMARANEERR

EREIEE  TRRRPEMEN A R EEEA A
REHIELHBHERAEBEE N REHE -

BriErReELBUAEREBEAENHESN
AEEERER Y NABERE AT RS MA
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13. PROPERTY, PLANT AND EQUIPMENT 13. Y%  BERRE
Operating
Leasehold Motor and office Furniture
Buildings  improvements vehicles equipment and fixtures Total
HE EI5 B
BF LES20S RE WARRE R#EE et
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$'000
FHERT FEx FHEx FHExT FHERT FHExT
At 1 January 2005 R-EZEHF
—A—H
Cost DN 12,116 579 1,517 20,740 463 35,415
Accumulated depreciation 2FIE (2,239) (435) (1,351) (19,224) (318) (23,567)
Net book amount REF5E 9,877 144 166 1,516 145 11,848
Net hook value REEE
At 1 January RZZEERF
2005 —HA—H 9,877 144 166 1,516 145 11,848
Acquisition of subsidiaries G 1= — — 513 22 370 905
Additions NE — 878 15 1,434 128 2,455
Disposals HE — — — (235) (125) (360)
Depreciation e (247) (224) (107) (271) (122) (971)
Exchange differences N E5 190 2 4 30 3 229
At 31 December RZZTREF
2005 +=ZA=+—H 9,820 800 591 2,496 399 14,106
At 31 December R-ZEZEF
2005 +=H=+—H
Cost [B%N 12,349 1,462 2,084 20,344 665 36,904
Accumulated depreciation 2 E (2,529) (662) (1,493) (17,848) (266) (22,798)
Net book amount R F5E 9,820 800 591 2,496 399 14,106
Net hook value REFE
At 1 January RZTTRF
2006 —A—H 9,820 800 591 2,496 399 14,106
Additions RNE — 1,910 — 1,220 544 3,674
Disposals HE (719) (540) (18) (133) (21) (1,431)
Depreciation TE (232) (508) (125) (399) (165) (1,429)
Exchange differences bE R =% 362 18 19 119 4 522
At 31 December RZBBXRE
2006 +=A=+—H8 9,231 1,680 467 3,303 761 15,442
At 31 December —EEXRE
2006 +=A=+—H
Cost (D% 11,938 2,629 1,975 5,497 1,144 23,183
Accumulated depreciation 2FIE (2,707) (949) (1,508) (2,194) (383) (7,741)
Net book amount IRERE 9,231 1,680 467 3,303 761 15,442
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13. PROPERTY, PLANT AND EQUIPMENT (Cont’d) 13. ¥ - BERSE (&)
Depreciation expenses have been included in: MERIBEETIISE
2006 2005
HK$’000 HK$'000
FExT FHIT
Consolidated balance sheet HEBAERER
— capitalised in properties held — BRrERT
under development LES-WIN 694 360
Consolidated income statement e s
— cost of sales — HEMKA 39 49
— selling expenses — HERX — 88
— administrative expenses — THRAX 696 474
1,429 971
14. INVESTMENT PROPERTIES 14. REYE
2006 2005
HK$’000 HK$'000
FExT FHIT
Carrying amount at 1 January R—A—RBEREE 110,073 78,722
Additions NE 6,783 —
Transfer from properties held under TIREEERR
development on completion (note 17) W (BiaE17) 7,378 17,384
Fair value adjustments N BEFHE 50,620 21,105
Written off 58 — (3,774)
Transfer to properties held under development #E# =2 E R Y2 — (4,717)
Exchange differences ME =% 5,621 1,353
Carrying amount at 31 December R+—A=+—HBKm@E 180,475 110,073
At 31 December 2006, no investment property (2005: HK$69,231,000) R_EEZERE+_A=+—"H8 HME(-ZEZTAHF :
was pledged to secure certain bank loans granted to the Group (note 69,231,000 70) I EMEE FHEA - LERASEEER
24(b)). #E FRITE R (FEE24(b)) °
Investment properties included leasehold interests in land located in BEMEBRBMNTPREO LB SRR  AEHER =X
the PRC with lease terms expiring from 2061 to 2075. —FRE_T+AFHBEEM °
The fair value of the investment properties at 31 December 2006 was ZEREBMERTEENFT_A=1T—HANRREMNK
based on the valuation by DTZ Debenham Tie Leung Limited (“DTZ"), BREUAERBEEAEMBEZRITER \7 (&= 217])
a firm of independent qualified professional surveyors. Valuations were FREATHIRE, - MEDRBMENR ST XE+_A=+
based on the properties’ open market value on 31 December 2006. — A AFRATEEE - 2SWENKE2RNHE B TR
The properties have been valued by direct comparison method by Mm% LA RAMEE RFINERELBOR#EITHE - I
making reference to comparable sales evidence as available in the REERENMERERBHEANBS B AFERESEEH
relevant market and where appropriate, by capitalising the net rental WERRE BHNEESEETDEME -
income derived from the existing tenancies with due allowance for the
reversionary potential of the respective properties as at the reporting
date.
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15.

INTERESTS IN SUBSIDIARIES

(a)

Notes to the Financial Statements

R E L

15. RKIBARNKRE

Investments in subsidiaries RHEARNERE
2006 2005
HK$’000 HK$'000
FHET FH&IT
(restated)
(&%)
Unlisted, at cost JE LT - R AE 110,676 109,767

Fair value of financial guarantees ETHBARZ

granted to a subsidiary (note 34) BISERN AR E (HfE34) 8,500 6,500
119,176 116,267

As at 31 December 2006, the Company had direct and indirect
interests in the following subsidiaries, each of which is a limited

liability company:

Place of
incorporation/

Issued and fully
paid ordinary share

Attributable equity

REZBZRF+-RA=+—8 ARAERTIIHBAR
REBRRE) HEEKREZEGER

Principal activities

Company name establishment capital/registered capital interest (Place of operations)

EMARL/ BERTRER
ARAR B 3L B EERAERER P R A R &2 TEXR (BXHH)

Directly Indirectly
H# i

New Heritage Corporation Limited British Virgin Islands 347 shares of US$1 each 100% — Investment holding
(“NH Corporation”) (“BVI") TR BREELET REEZR
MECEBRAR ((FELE]) EBEMRES
Accordcity Limited(“Accordcity”) BVI 102 shares of US$1 each — 100% Investment holding

EBERREHS 102 EREBLIZT REER
NH Development Hong Kong 156 shares of HK$1 each — 100% Investment holding
MR B 156 BREBELET REER
NH Investments Hong Kong 6,260,000 shares of — 100% Investment holding
L B HK$10 each REEZR

6,260,000/ & %
[EENE0
New Heritage Group Limited BVI 2 shares of US$1 each — 100% Investment holding
MEREERRA EBERREHS REREEIET REER
New Heritage (IP) Limited BVI 1 share of US$1 each — 100% Holding of trademark
= (EX) BRAHE RBHARKES IRERAEEIET of the Group
REAEERR

New Heritage Land Limited Hong Kong 1 share of HK$1 each — 100% Investment holding
FEBERRAA BE IREREELET REER
New Heritage Management Limited Hong Kong 1 share of HK$1 each — 100% Administration vehicle
MEEEERAR s IREREELET of the Group

(Hong Kong)
REASEIBIEGES)

FRERARAT —TRAFER 63



Notes to the Financial Statements

Br R SRR MY aE

15. INTERESTS IN SUBSIDIARIES (Cont'd)

(a)

(b)

Investments in subsidiaries (Cont’d)

Place of
incorporation/

15. RBBRARWRE (&)

Issued and fully
paid ordinary share

For the year ended 31 December 2006
HE-_ZTZRF+_A=+—HILFE

R BLARNRE (&)

Attributable equity

Principal activities

Company name establishment capital/registered capital interest (Place of operations)
MR BRITRAR
ARER B 3L B ZERE/EMEX i N £ TEER (XY
Directly Indirectly
H# LiE3
New Heritage Properties Limited Hong Kong 1 share of HK$1 each — 100% Investment holding
MENEERAA 6 IREREELET REER
Suzhou Garden Villa Development & PRC US$12,150,000 — 95% Properties development
Management Co., Ltd FE 12,150,000% 70 and investment (PRC)
HNRERERERE NEEER
ﬁﬂE a RE (FE)
) H%ﬁ%ﬁ%ﬁ% HEE PRC US$100,000 — 100% Property development
Eﬁﬁ*ﬁ‘ RA HE 100,000% ¢ and consultative
service (PRC)
MEERREN
PR (R E)
World Margin Limited (“WML") Hong Kong 800,000 shares of — 100% Treasury vehicle of the
AR AT ([tsHk]) e HK$1 each Group (Hong Kong)
800,000/ & i — 100% REASBERETE
[EENNE (BB)
Suzhou New Heritage Wuzhong Limited PRC US$6,500,000 — 100% Properties development
(“SNHWL") A H 6,500,000 7 and investment (PRC)
BMFRMERRAFA MEZREREE
(M&MEE]) A (R ED)
Prosper View Group Limited A Hong Kong 1 share of HK$1 each — 100% Investment holding
BREEERAAA 6 1 RERAEBLIET REZR
Sunny Castle Holding Limited » BVI 1 share of US$1 each — 100% Investment holding
EBEMRES BREREELET REER
A These subsidiaries were incorporated/established by the Group A ZEMBA RN TN BEAEB MK
during the year. 3o

Amounts due from/to subsidiaries

The amounts due are unsecured, interest-free and repayable on

demand.

FEW, FEAS B B 2 R &

AERBTIELIR - 28 RANBEREEER

R IH

e
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16.

17.

INTERESTS IN ASSOCIATES

B R SRR MY RE

16. REE QR ES

2006 2005
Notes HK$’000 HK$'000
Bt FET FAT
Share of net assets E(RFEE (a) 96,686 87,768
Amounts due from/(to) e, (A
associates = W/NCTE P (b) 537 (8)
97,223 87,760
Notes: Hiat -
(a)  Particulars of associates as at 31 December 2006 are as follows: (@) RZZEERF+ZA=+—HEEQAAMNFREN

Company name Place of incorporation/

establishment and operation

T
Percentage of

interest held Principal activities

AEERB REM AL RS R S FiEZES L FTEEK
Beijing Landmark Towers Co., Ltd. PRC 30.05% Hotel ownership and
EREEARXKESBRAR s property investment
HRBERYERE
China Malls Limited Hong Kong 36% Investment holding
A E kA BR A A B & R
(b)  The amount due is unsecured, interest free and not repayable within (b) ERFEABEER &8 BEEARTZ=
twelve months from the balance sheet date. NIBEEE -
(c)  Summary financial information of associates: () MEARBMBERMAT ¢
2006 2005
HK$’000 HK$'000
FERT FHET
Revenue = 244,023 216,044
Profit after taxation BEEF 63,745 51,854
Non-current assets EREEE 513,852 495,330
Current assets MEEE 23,816 18,716
Current liabilities mEAaE 174,484 181,901
Non-current liabilities EREBAE 42,033 40,070

PROPERTIES HELD UNDER DEVELOPMENT

As at 31 December 2006, properties held under development included
leasehold interests in land located in the PRC with lease terms expiring
in 2075. The carrying value of the leasehold interests in land amounted
to HK$78,423,000 (2005: HK$3,131,000).

At 31 December 2006, no leasehold interests in land (2005:
HK$3,131,000) was pledged against certain bank loans granted to the
Group (note 24 (b)).

A property held under development with carrying value of approximately
HK$7,378,000 (2005: HK$17,384,000) was transferred to investment
properties on completion as the directors considered that this property
was held to earn rental or for capital appreciation purpose.

17. BETYWE

REIZBERET-A=+—H BRTUEBELNHE
THEEPRE T RFRERNEHERES - ZLHHNHEE
Hea M BRE 1B 478,423,000 7. (ZZEZ R 4 : 3,131,000
/%7[3)

RZZFEERNFE+_A=+—0 HBE(==ZTHF:
3,131,000/ 70) + i S B AL BERN S TRT
BT AR (FzE24(b)) °

BRTEI{EAY7,378,000/8 7T (ZZEZ R : 17,384,000/ 7T) &Y
BERPYENTIRER/REYE  REERRULDED
AR ERIES S ERIEERH -
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For the year ended 31 December 2006
HE-_ZTZRF+_A=+—HILFE

18. PROPERTIES HELD FOR SALE 18. FEWE
Properties held for sale included leasehold interests in land located in FEVEEMRF RN THSEZ  HEHH
the PRC with lease terms expiring from 2061 to 2075. ZER—FREZZTEAFEM -
As at 31 December 2006, the carrying value of the leasehold interests RZZETERF+ZA=+—H  THHEEEEN
in land amounted to HK$810,000 (2005: HK$322,000). H{E/A810,0008 T (Z ST RHF : 322,000/%75)
19. INVENTORIES 19. &E
Inventories represent low value consumables carried at cost. GFEERKAEARNKESER °
20. DEPOSITS PAID, PREPAYMENTS AND OTHER 20. EffE AAREREMEKRRKIE
RECEIVABLES
2006 2005
HK$’000 HK$'000
FHET FHEIT
Deposits and prepayments e MIERHRE 6,377 33,448
Other receivables H fth pE U R IE 4,710 4,339
11,087 37,787
21. AMOUNT DUE FROM A DIRECTOR 21. —REEXR

The amount due was unsecured, interest free and repayable on
demand.

Amount due from a director, Mr. Taochaifu Choofuang (“Mr. CF Tao"),
disclosed pursuant to section 161B of the Hong Kong Companies
Ordinance is as follows:

Balance at 1 January R—A—B#&%
Maximum amount outstanding during the year
Balance at 31 December

EW%’J*EEK:—J%’E
NT—A=+—B#&&

ZESEAMENRE S AREREE -

RIBBFBRAGPIE 161 BIFTIKEE - EEEEHE

E(TRERELE]D) RARME—TFERT ¢
2006 2005
HK$'000 HK$'000
FTERT THT
2,725 2,782
2,725 2,782
— 2,725
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22.

23.

ACCOUNTS PAYABLE

The aging analysis of the accounts payable is as follows:

B R SRR MY RE

22. FETBRF

FEN R FREE DATLAT

2006 2005
Notes HK$’000 HK$'000
Kt st FHET T
Below 30 days 30K A 1,205 964
30 -60 days 30-60K 61 220
61-90 days 61-90K% 162 139
91-365 days 91-365K 587 375
Over 365 days 365K £ 338 170
Rent received on behalf of landlords REEFWEFES (a) 2,353 1,868
Accrued construction cost and FERTRREX AR

other project-related expenses HMIg A EERAX (b) 13,607 4,879
15,960 6,747

Notes: Wit -

(a) Rent received on behalf of landlords comprised net rental received from
tenants after netting off management fee charged to them for the services
provided.

(b) Included in the above amounts are construction cost and other project-
related expense payable amounted to approximately HK$13,607,000 at
31 December 2006 which was accrued based on the terms of the relevant
agreements and project progress and were not due for payment at 31
December 2006 (2005: HK$4,879,000).

ACCRUALS, DEPOSITS RECEIVED AND OTHER
PAYABLES

(@ HTIWREEFEREFPKRNES  HREER
& RIKASEHE -

(b) EHRERER-_TETAF+_A=+—8 "  Ef
P A & H A T8 B #8RE R X 413,607,000/ 7T -
RBRBEBHBZNEARBEBEERE K%
ANE+ZA=+—BHEAIPINA CETRE
4,879,000/ 7T) °

23. EBEtEA  EREEREMENRKE

2006 2005

HK$’000 HK$'000

FE T FHET

Deposits received B iz e 2,882 194
Accruals and other payables FEST B A & H fth fE - 5k TB 21,800 21,464
24,682 21,658
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24. BORROWINGS 24. BE
2006 2005
HK$’000 HK$'000
FET FAT
Bank overdrafts RITBEX 15,327 37,112
Bank loans RITEXR 30,000 66,306
45,327 103,418
Less: Current portion due within one year o FRREBEER
included under current liabilities —F RN EIHA R B EA BB 1 (25,327) (78,458)
Non-current portion included NAETRBEED
under non-current liabilities JERNERER 19 20,000 24,960
Borrowings were repayable as follows: AEBERNOT :
2006 2005
Notes HK$’000 HK$'000
Bt aE THET T
Within one year —F R
Bank overdrafts, unsecured RITHES - EIKT 101 20,183
Bank overdrafts, secured RITHES - HIKW (a) 15,226 16,929
Bank loans, unsecured RITER - EEH 10,000 —
Bank loans, secured RITER - BEMA (b) — 41,346
In the second year GEIN
Bank loans, unsecured RITE R - EIEMA 10,000 —
Bank loans, secured RITER - HiKHA (b) — 24,960
In the third to fifth year =FhG
Bank loan, unsecured MITER - EEW 10,000 —
45,327 103,418
Notes: BifaE -
(a)  Bank overdrafts were secured by pledge of bank deposit of approximately (a) SRITBEZAAEEBEX17,975,000/87T (ZETH
HK$17,975,000 (2005: HK$17,393,000) of the Group. £ : 17,393,000/ 70) $R1T1F R IRIESER
(b)  Bank loans as at 31 December 2005 were secured by pledge of certain (b) R-ZTRF+-_A=+—HNRTER  AARE
investment properties and properties held for development of the Group B FENE TREMERERPYERRARRT
and pledge of bank deposits of approximately HK$24,915,000. 17K 424,915,000 TLIEER °
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24,

25.

BORROWINGS (Cont'd) 24,

The carrying amounts of the borrowings are denominated in the following
currencies and have the following effective interest rates at the balance
sheet date:

2006

R E L

{j:t //*\

fEEREEDIATIEE REM

FZMOT

\:mﬁEEhElg%

2005

Interest rate
per annum,

effective as at

31 December

Interest rate
per annum,
effective as at
31 December

2006 2005
R-ZBEXRE R_EZTRF
HK$’000 +=H=+—H HK$'000 +=-—A=+—H
FEx BRERNE FHT B F) =
Hong Kong dollar * BIT * 45,226 3.30% toZ 6.75% 16,960 4.15% toZ 5.05%
United States dollar * ETT ¢ 101 8.00% toZE 8.25% 45112 5.25% toZ= 8.00%
Renminbi A AREE A — NATRE A 41,346 5.18% toZ= 5.58%
45,327 103,418
Notes: Hrat -
o Borrowings under floating interest rates * RIZE A K B
A Borrowings under fixed interest rates A % E E F E5 8
DEFERRED TAXATION 25. JRIERIIE
Deferred taxation is calculated under the balance sheet liability method EERIB GEA) /B ITREERNEEABREA
using the applicable tax rates at balance sheet date. BERERBETHE -
The movement in deferred tax liabilities is as follows: BEEHIBEENEHNOT :
2006 2005
HK$’000 HK$'000
FoxT T
At 1 January wn—A—H 5,052 —
Deferred taxation charged to B iam R HERE
income statement (note 9) IEIERIE (M1 7£9) 21,319 5,052
Exchange differences E W ERE 411 —
At 31 December R+=-—A=+—H 26,782 5,052
Provided in respect of: BEIER -
Temporary differences on fair value REMERNRBEFE
adjustments on investment properties KB =58 26,782 5,052
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25. DEFERRED TAXATION (Cont'd) 25.

For the year ended 31 December 2006
BHE-_ZTTF+_A=+—ALEE

EEHE (B)

FARERBELEHEGIA) /FAXREOT :

The amounts of the deferred tax (credit)/charge not recognised during
the year are as follows:

2006 2005
HK$’000 HK$'000
FBT T
Tax effect of temporary differences AR EFHENG R =58
attributable to fair value adjustments M2 (BN
net of tax losses not recognised RERTIEEE) (1,912) 642
26. SHARE CAPITAL 26. B
2006 2005
Number of Number of
Notes shares HK$’000 shares HK$'000
Bt #E R #E SFoe BRHeE T
Authorised: JETE ¢
Ordinary shares of HRMEEO0.01 T
HK$0.01 each A X 38 A% 30,000,000,000 300,000 30,000,000,000 300,000
Issued and fully paid: BEITRER -
Ordinary shares of FHREE0.01%8 T
HK$0.01 each EOR=R L
At 1 January R—HA—H 640,321,400 6,403 1 —
Issue of shares on EAERELT
reorganisation A& 15 (a) = = 4 —
Issue of shares on BT E AR
loan capitalisation BEITRD (b) — — 2,410,010 24
Issue of shares on acquisition U BE 37 4 1> %85
of NH Investments BT (c) — — 1,675,714 17
Issue of shares on Uiz Bt % B
acquisition of WML TR (d) — — 21,414 —
Subscription for shares RERD (e) — — 616,071 6
Issue of shares on BEARBITRG
capitalisation issue f& 1% (f) — — 467,598,186 4,676
Issue of shares by initial EV NGRS
public offering BT (g) — — 168,000,000 1,680
Issue of shares as 2005 BIT-TTRF
scrip dividend AR B R D (h) 8,196,818 82 — —
Subscription for shares RERD (i) 65,000,000 650 — —
At 31 December R+=—A=+—H 713,518,218 7,135 640,321,400 6,403
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26. SHARE CAPITAL (Cont'd)

(a)

(b)

(c)

On 23 June 2005, the Company entered into a share swap
agreement with Mr. CF Tao and Mrs. Tao Poon Lai Yew Nancy (“
Mrs. Nancy Tao”) to acquire the entire interest of NH Corporation
as part of the reorganisation exercise to rationalise the structure
of the Group for the listing of the Company’s shares on the Main
Board of the Stock Exchange. The consideration was satisfied
by the allotment and issue of 4 shares of the Company of HK$0.01
each, credited as fully paid, to Mr. CF Tao and Mrs. Nancy Tao
on the same day.

On 24 June 2005, NH Corporation issued 240 shares of US$1.00
each as consideration for the assignment of certain loans due
by NH Development to certain shareholders, a related company
and third parties. On the same day, the Company issued and
allotted, credited as fully paid, 2,410,010 shares of HK$0.01
each as consideration for these 240 shares of NH Corporation.

The Group undertook the following steps to acquire 100% equity
interest of NH Investments:

On 6 July 2005, a sale and purchase agreement was entered
into between Belbroughton Limited (“Belbroughton”), Mr. Tao
Shing Pee (“Mr. SP Tao"), the brother of Mr. CF Tao, and Oriental
Pearl International Inc. (“OPII”) as vendors, Accordcity as
purchaser and Mr. CF Tao as warrantor, pursuant to which the
respective 2,354,012 shares, 2,603,992 shares and 1,301,996
shares of HK$10 each in, which in aggregate represent the entire
issued share capital of, NH Investments were transferred from
Belbroughton, Mr. SP Tao and OPII respectively to Accordcity.
The considerations were satisfied by the allotment and issue of
38 shares, 42 shares and 21 shares of US$1.00 each in the
capital of Accordcity to Belbroughton, Mr. SP Tao and OPII
respectively, credited as fully paid, on the same day.

On 12 July 2005, a sale and purchase agreement was entered
into between Belbroughton, Mr. SP Tao and OPII as vendors and
NH Corporation as purchaser and Mr. CF Tao as warrantor,
pursuant to which 38 shares, 42 shares and 21 shares of
US$1.00 each in Accordcity were transferred from Belbroughton,
Mr. SP Tao and OPII respectively to NH Corporation. The
considerations were satisfied by the allotment and issue of 38
shares, 42 shares and 21 shares of US$1.00 each in the capital
of NH Corporation to Belbroughton, Mr. SP Tao and OPII
respectively, credited as fully paid, on the same day.

On 13 July 2005, the Company acquired 38 shares, 42 shares
and 21 shares of US$1.00 each in the capital of NH Corporation
from Belbroughton, Mr. SP Tao and OPIl. The considerations
were satisfied by the allotment and issue of 630,136 shares,
697,052 shares and 348,526 shares in the Company of HK$0.01
each, credited as fully paid, to Belbroughton, Mr. SP Tao and
OPII respectively , on the same day.

(b)

(c)

Rt 35 SRR Y A

RZZZRERA-T=H  ARFEEEH
AN IDEBEL LR — B - A
N B2 AR - ARARR RO EREA
FRER EMATRIEAREE NS - BRANKEES
BRFRRBEREEREEBELTRER
BITARAARESREEC.0LE T ARIIE
R D STAY o

MR-ZEZERFRNA-TWHAE - FEEFET
240M AR E(E1.00K TR IR 1ERHME - BA
SFTREEERE TR BEQARRE=
FEETER - RRAA - ARRAR T RACE
2,410,010 &R E{E0.017%8 JT ) A BRFIE L
READ - (ERINELFRZ240BBMHIKAE -

REFEFARBUA T SR AT X100%
PR At A

R=ZZFZAHAF+LHA/NH ' Belbroughton
Limited ([Belbroughton]) - FRMAZL4E (BB
54 2 M 5) K Oriental Pearl International
Inc. ([OPII]) (EAE J7) B Accordcity fEAE
7)) REEEEE (ERERAN) BRI —HEE
%3 - #B 1t - Belbroughton ~ B RIASE £ &
OPI15 Bll #% 3 4 (> 2 AR K 2,354,012%
2,603,9920% % 1,301,996 /% & A% (& 1078 7T
WD (ERANE2HBEHTRA)EET
Accordcity - ZEREZBARE B [
Belbroughton * F& R85 4 & OPII% BIIAE 3% &
217 Accordcity BN A 38R% ~ 428% K21 8%
SAREE]L.COETHARINER R RD T -

R-ZZBZRF+ A+ =H ' Belbroughton - i@
RIB%E A ROPI (fERE ) BINEh 2 (ER
B RBEEEE ERERA) ZT—HE
E % ¢ #Itk + Belbroughton ~ FERIASE A K
OPII% Bl # Accordcity AR AN 388% ~ 428% K21
IR EAREEL.00E TR MR (DR T3TE D -
ZER(EE B[R B [7Belbroughton ~ BB
S R OPIS BB 3 R TRFTE D AR A
H38/% - 42h% K21 F X E 1.00%E TTH A
BRSIVER R AR D 21+ ©

RZETHRFEA+=H ' A2FM
Belbroughton ~ F8fR1B 5L 4 ROPIIW BT E 1
ERRARI8HL - 420 K21 F A E1.003
THERG ZEREEFRAEARRA W
Belbroughton ~ F& AR {855 & & OPII% BIAL 3% K&
17N A7)630,1368% ~ 697,0528% &% 348,526
R ABRDIVER B IR A o
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26. SHARE CAPITAL (Cont'd)

(d)

The Group undertook the following steps to acquire 100% equity
interest of WML:

On 31 March 2005, WML capitalised the reserve in the amount
of HK$679,998 by having the said amount applied in paying up
in full for 679,998 shares of HK$1.00 each in its capital, of which
339,999 shares were issued and allotted, credited as fully paid
up, at par to each of Mr. CF Tao and Mr. SP Tao. On the same
day, WML issued and allotted a further 60,000 shares of HK$1.00
each in the capital of WML for cash at par to each of Mr. CF Tao
and Mr. SP Tao.

On 28 June 2005, 400,000 shares and 400,000 shares of
HK$1.00 each in, which in aggregate represent the entire issued
share capital of, WML were transferred from Mr. CF Tao and Mr.
SP Tao respectively to NH Corporation. The considerations were
satisfied by the allotment and issue of 1 share of US$1.00 in the
capital of NH Corporation to each of Mr. CF Tao and Mr. SP Tao,
credited as fully paid, on the same day.

On 13 July 2005, 1 share and 1 share of US$1.00 each in the
capital of NH Corporation were transferred from Mr. CF Tao and
Mr. SP Tao respectively to the Company. The considerations were
satisfied by the allotment and issue of 10,707 shares to
Belbroughton, as directed by Mr. CF Tao, and of 10,707 shares
to Mr. SP Tao, credited as fully paid, on the same day.

On 14 November 2005, the following agreements for subscription
of shares were entered:

(i) A subscription agreement was entered into between the
Company and Belbroughton, pursuant to which the
Company issued and allotted 431,809 shares of HK$0.01
each to Belbroughton at par in cash on 15 November
2005.

(ii) A subscription agreement was entered into between the
Company and OPII, pursuant to which the Company issued
and allotted 20,536 shares of HK$0.01 each to OPII at
par for cash on 15 November 2005.

(iii) A subscription agreement was entered into between the
Company and the four executive directors comprising Mr.
Tao Richard (“Mr. Richard Tao”), Mr. Tao Paul (“Mr. Paul
Tao”), Mr. Kong Mui Sum Lawrence and Mr. Yim Chun
Leung, pursuant to which the Company issued and allotted
65,773 shares, 65,773 shares, 16,440 shares and 8,220
shares of HK$0.01 each to Mr. Richard Tao, Mr. Paul Tao,
Mr. Kong Mui Sum Lawrence and Mr. Yim Chun Leung
respectively, all at par for cash, on 15 November 2005.

For the year ended 31 December 2006
HE-_TTXRF+-_A=1+—RHILFE

RNEEFRFRIUA TR - I F100% 0%
NiEa

RZZEZERAF=RA=+—HB  tHH#EK
679,998/ JT 4 & E IR A1 679,998/% & AR I
E1.00/8TTHIBLD - BREEBEENE - REEH
77 R g 3% 5%:339,999 ABRSIVESR X 17 T K8
HEEERBMAELE - BH - EHRSEMEE
BRERBMASLE  HEEETREZEN
AL 60,0008 AR EIE 1.00/8 TTHI D
ABRERIR £ -

RIZZRFRA-T\R - BEEEENGE
R1A 5E &£ 5 Bl #§ t 3k AR A £ 400,000 /% &
400,000/ & IR E & 1.00/& TTH i £ (& BN
REEHEBTRA BETIELE - ZF
REEBNR B REERLEERBRBLLES
BE#EMEFITINELCRERAT —REREE
1.00% T ABRFIMER R AR 19 2 A -

R-ZBERFELAT=0  BEHEEENRER
BEEDRIBFECER AR —IR R —BREK
EELOETMRNEETARR  ZEFRE
3% B[R B [ Belbroughton (2 ¥ ¥ 5 o £ 45
N R BERAA S £ Bl ER 2 K 251710,707R% &
10,707 & ABRFIMEBUR BE 15 2 45F -

RZZZTARF+— AT AFI A TRDRE
J[)??Ju?ﬁt :

(i) A FEEBelbroughton 5] — 15 R M 17
Bl ARER -_EERF+— A
+FH B : [ABelbroughtoniZ & & %
0.01/8 7t + LAIR& 37T R AE3431,809
BRBE 15 o

(i) ARA T;EiOPllm B RE R E
o ARARRZEERFE+— ﬂﬂia
ﬁomﬁﬁ@ﬁﬂxo.m%muﬁﬁé’éﬁ
% B2 3 20,536R% %15 °

(iii) $ ﬂﬁi@ﬁ%ﬂ”%%(&%ﬁ?ﬁﬁ?ﬁ
s BIAESE A IIHRREERERS
f‘ﬁi)xqu Tﬁ?ﬁ%ﬁ% : 5 BUE o AR
AR —EERF+— )EH'EEEW?W%ZE
S PRI A T RRAR S RERIR
th'ﬁihz@@HXO.OL%ELXEEQ’E\EU
217 M B 3$65,7730% ~ 65,773/ -
16,4400% & 8,220% f% {7 °
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26. SHARE CAPITAL (Cont'd)

27.

(e)

(f)

(g)

(h)

(i)

(Cont'd)

(iv) A subscription agreement was entered into between the
Company and each of the staff shareholders comprising
Mr. Fung Shik Kuen, Mr. Li Chun Fai, Ms. Chan Sik Kum,
Ms. Lau Yuk Ling Kathy, Ms. Fung Yuk Ling Elaine, Ms.
Lee Shuk Chan and Ms. Tsang Yuen Hung Janet, pursuant
to which the Company issued and allotted 620 shares,
1,320 shares, 980 shares, 980 shares, 1,320 shares, 980
shares and 1,320 shares of HK$0.01 each to Mr. Fung
Shik Kuen, Mr. Li Chun Fai, Ms. Chan Sik Kum, Ms. Lau
Yuk Ling Kathy, Ms. Fung Yuk Ling Elaine, Ms. Lee Shuk
Chan and Ms. Tsang Yuen Hung Janet respectively, all at
par for cash, on 15 November 2005.

On 14 November 2005, written resolution of all the shareholders
were passed pursuant to conditional upon the share premium
account of the Company being credited as a result of initial public
offering, the directors were authorised to capitalise the amount
of approximately HK$4,676,000 from the amount standing to
the credit of the share premium account of the Company to pay
up in fully at par for allotment and issue to the person(s) whose
name(s) appears on the register of members of the Company at
the close of business on 15 November 2005, pro-rata to its/their
then existing shareholdings in the Company.

On 1 December 2005, the Company allotted and issued
168,000,000 shares of HK$0.01 each upon listing of the shares
on the Main Board of the Stock Exchange on 2 December 2005
at a price of HK$0.58 each.

On 5 July 2006, 8,196,818 shares of HK$0.01 each were issued
at a price of HK$0.624 per share upon election by shareholders
to receive shares in the Company in lieu of the 2005 final dividend
pursuant to the scrip dividend scheme as detailed in a circular
dated 30 May 2006.

On 28 August 2006, the Company entered into a subscription
agreement with Spinnaker Global Opportunity Fund Limited
(“Spinnaker”). Pursuant to which Spinnaker agreed to subscribe
for 65,000,000 subscription shares of the Company at a price of
HK$0.60 each. The subscription was completed on 20
September 2006.

SHARE-BASED EMPLOYEE COMPENSATION

Pursuant to the written resolutions of all the then shareholders passed
on 14 November 2005, the Company has conditionally adopted the
Share Option Scheme (“Scheme”) for employee compensation.

The purpose of the Scheme is to provide the Company with a flexible
means of giving incentive to, rewarding, remunerating, compensating
and/or providing benefits to the participants for their contributions to
the Group and for such other purposes as the board of directors (the
“Board”) may approve from time to time.

27.

R E L

(e) (#&)
(iv) ARAIHEZBETIRR (BFESHEL
£ FiREAE  REELL - FIER
Zt  BERRL  FTRERERE
gEl]K:t) IJT_TD At ﬂﬁﬁ% ; ?J%ltt Z’S

ARR_ZEZTRFE+—A+HBMEH
A - FIREBALE  REELL - 8
TRt BERLLE ZRELLR
® I 22 £+ BIREE S 0.01 5T A
I8 & 21T M EL36200% ~ 1,3204% ~ 980
B% ~ 9808% - 1,320/% - 9808% 1,320
BERS D o

fH R== 7£¢+ A+NH @ 2EEFEBEAE
RER W FARRMRMEER  FEaXA
FRRmERRE @ EREREEAD RS %
BERAEBR X 44,676,000/8 TTE b+ LA
REEZHEHMERZ  SARBINAATR =
TERFE+—F+H AL ERREAEREAIER
ZMEOALTRER B E BRG] - BLEE K&
BITFHESE -

(g RIZZERF+-A—H ARAFERERET
168,000,0000% & IR EI1EO.01E TTHIAR (5 + LA
HR-ZZTREFE+ = A = BRER0.58/E Tt
B AP EAR B 7 o

(hy R=ZZTEFLARH-
/\iﬁﬂ +H A AR SR &HZK
ARIRMDUARE ST RFAREARE
R 50.62478 TTHI B - §§6ﬂ'8,196,818ﬁx
FREEOC.OLB TR -

REFAEER -TE

(i) R-ZEEXENA-T+NH KAAE
Spinnaker Global Opportunity Fund Limited(
[Spinnaker| )RS & 2 RE Wik o HE Ut
Spmnaker B = & &R%0.607%5 T A B8 REE A

A 7165,000,0008% REE A © ZARBEIENRZ
TERNFNLAZTHTK °

BURR A2 2 A3 B9 18 B %7 A

BREER2ERRIRN_ZTZAF+ A +HBERE
MERRRER - AR A A GO ERABRERT S
([%&r&]) - tERESZHH -

ZETEE ER AR BIABEN )L - A2 EEHA
SENERRESEE ([EF)) AT TEENE
B ZA%/,\%%U@J =R Me o Wk
Bk
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27.

SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

Pursuant to the Scheme, the Board may, at its discretion, invite any
executive or non-executive directors including independent non-
executive directors or any employees (whether full-time or part-time)
of the Company, its subsidiaries and associated companies; any
discretionary objects of a discretionary trust established by any
employees, executive or non-executive directors of each member of
the Group or its associated companies; any consultants, professional
and other advisers to each member of the Group or its associated
companies (or persons, firms or companies proposed to be appointed
for providing such services); any chief executives or substantial
shareholders of the Company; any associates of any director, chief
executive or substantial shareholder of the Company; and any
employees (whether full-time or part-time) of substantial shareholders
of the Company, provided that the Board may have absolute discretion
to determine whether or not one falls within the above categories,
(together, the “Participants” and each a “Participant”), to take up
options (“Option(s)”) to subscribe for shares at a price determined in
accordance with the paragraph below.

In determining the basis of eligibility of each Participant, the Board
would take into account such factors as the Board may at its discretion
consider appropriate.

The Scheme shall be valid and effective for a period of 10 years
commencing on the date on which the Scheme is adopted, after which
period no further Options will be granted but in all other respects the
provisions of the Scheme shall remain in full force and effect, and
Options which are granted during the life of the Scheme may continue
to be exercisable in accordance with their terms of grant.

The subscription price in respect of each share issued pursuant to the
exercise of Options granted hereunder shall be a price solely determined
by the Board and notified to a Participant and shall be at least the
highest of:

(a)  the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the business day on which an offer is
accepted by the grantee or if such date of acceptance by the
grantee is not a business day, the immediately preceding business
day;

(b) a price being the average of the closing prices of the shares as
stated in the Stock Exchange’s daily quotations sheets for the 5
business days immediately preceding the date on which an offer
is accepted by the grantee (provided that the new issue price
shall be used as the closing price for any business day falling
within the period before listing of the shares where the Company
has been listed for less than 5 business days as at the date on
which an offer is accepted by the grantee); and

(c)  the nominal value of a share.

27.

For the year ended 31 December 2006
HE-ZZXRF+-_A=+—RHLFE

RGNS EEFHH (&)

RIEZE EFSTNBEABARR - EHEA
A MR ARREMNRTHIFNITES - BB
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27.

SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

The total number of shares, which may be issued upon exercise of all
options to be granted under the Scheme and any other share option
scheme of the Company shall not in aggregate exceed 64,032,140 being
10% of the total number of shares in issue on the date of
commencement of dealings in the shares on the Stock Exchange, unless
the Company obtains an approval from its shareholders. Options lapsed
in accordance with the terms of the Scheme will not be counted for the
purpose of calculating such 10% limit.

Notwithstanding any other provisions of the Scheme, the maximum
number of the shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.

Unless approved by the shareholders, the total number of shares issued
and to be issued upon exercise of the Options granted to each
participant (including both exercised and outstanding Options) in any
12-month period shall not exceed 1% of the total number of shares in
issue.

Offer of an option (“Offer”) shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in accordance
with the terms of the Scheme and the option to which the Offer relates
shall be deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the Offer
duly signed by the Grantee together with a remittance in favour of the
Company of HK$1.00 by way of consideration for the granting thereof
is received by the Company within 14 days from the date upon which
the Offer is made.

All share-based employee compensation will be settled in equity.

27.

R E L
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27. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 27. ARG ZSNEEFHM &)
Details of the Options granted by the Company pursuant to the Scheme REZZFEZERNF+_A=+—08 ' A2 FREZE
and the Options outstanding as at 31 December 2006 were as follows: B ARITENBREFBOT
Number of Options
BREHE
Balance at
31 December Exercise Lapsed Balance at Exercise
Exercisable 2005 and Granted on during during 31 December price
Date of grant period 1 January 2006 4 April 2006 the year the year 2006 per share
R-ZZRF
+=-A=t-H RZBERE
R-BEXRE RNZBERE RER RER +=ZA=t+-H BRI
Rt A TR —A-B#&H% DNEEARHY e 3 o %E
HK$
BT
Executive Directors
BTES
Mr. CF Tao 4 April 2006 10 April 2006 to — 5,800,000 — — 5,800,000 0.86
WEREE ZETRE 9 April 2009
MAMA NG
mA+AZE
ZZENEF
mANA
Mr. Richard Tao 4 April 2006 10 April 2006 to — 6,400,000 — — 6,400,000 0.86
e I “ETRE 9 April 2009
MAMA —ETRF
MA+RZE
ZZENEF
mANA
Mr. Paul Tao 4 April 2006 10 April 2006 to — 6,400,000 — — 6,400,000 0.86
mHEEE “ETRE 9 April 2009
mAmA YN
mA+HRZE
—ZTNE
mANA
Mr. Kong Mui 4 April 2006 10 April 2006 to — 6,400,000 — — 6,400,000 0.86
Sum Lawrence ZETRE 9 April 2009
IIRAREE MmAMA —ETRF
MA+RZ
—ZTNE
mANA
Mr Yim Chun Leung 4 April 2006 10 April 2006 to — 6,400,000 — — 6,400,000 0.86
Bk EE “ETRE 9 Aer 2009
MAmA “ETRE
MA+RZ
—ZTNE
mANA
Employees of the Group 4 April 2006 10 April 2006 to — 6,412,000 = (296,000) 6,116,000 0.86
rEEEE ZTTRE 9 April 2009
MAmA ZETRE
mA+HEZE
“ZTNE
mANA
— 37,812,000 — (296,000) 37,516,000
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27.

28.

R E L

SHARE-BASED EMPLOYEE COMPENSATION (Cont’d) 27. UGN EESHFMH &)
The fair values of Options of approximately HK$7,628,0000 (note 8) RERR BB EL 7,628,000/ T K A 7 B (K 5
granted during the year were determined using the Binomial Option 8) NUAZHEAHEEEBEAETE - RiZstETH
Pricing Model. Significant inputs into the calculation included a share EEHE  BIE—EREITHR0SGHEITHIRE -
price on issue date of HK$0.86 and exercise prices as illustrated above. AR ERFTMEIITREE o WA - ZetEEZRIKTE
Furthermore, the calculation took into account of the expected dividend BARR(ERTE H92.951 % TEHARR B K + & 37.04% K18 ©
yield of 2.951% and a volatility rate of 37.04%, based on expected =R R EE R4.39% °
share price. Risk-free annual interest rate was determined at 4.39%.
The underlying expected volatility was determined with reference to FERATEHRR IR « T2 B8 — R B 7N 55 (B ZE 7% AR 4 A B
the historical share price information of a company listed on the Main RFFERETRAANELREEREE - EER
Board of the Stock Exchange which was engaged in similar business to B ARAMELERAEE=E  BRE -2
the Group. The directors believe that the historical volatility rate of the AFE+_AZALTAEREERES BERE - K
Company may be overstated as the transactions of the Company’s shares NANBRNRZ —ETEE °
were unstable during the period from the date of listing on 2 December
2005 to the date of Options grant.
No options were forfeited, exercised and expired pursuant to the Scheme Zrr Bl BIREFRIR B METE A -
during the year.
RESERVES 28. f#1E
(a) Group (a) ZH£EH
2006 2005
Notes HK$’000 HK$'000
Bt aE FHERT T
Retained profits REBBF 122,998 62,859
Share premium &1 m E (i) 223,643 181,706
Merger reserve GO RE (ii) 89,936 89,936
Share option reserves FE AR 7,628 —
Hotel property revaluation reserve B EBGRHE (2,326) (2,326)
Statutory reserve JEE R (iii) 6,346 68
Exchange reserve & 5 s (3,989) (17,963)
444,236 314,280
Proposed final dividend R R BARE B 7,135 11,526
451,371 325,806

The movements of the Group'’s reserves for the year are presented
in the consolidated statement of changes in equity of the financial
statements

(i) Under the Companies Law, Cap.22 Law 3 of 1962, as
consolidated and revised, of the Cayman Islands, the share
premium account is distributable to the shareholders of
the Company provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business.

(ii)  The merger reserve of the Group represents the excess of
the nominal value of the share capital of the subsidiaries
acquired pursuant to the Group’s reorganisation completed
on 23 June 2005 over the nominal value of the Company’s
shares issued in exchange therefor.

AEBERBERFANEE  RYBRROEGE
BamEEHRF 2T -

() RBRERSEESEHE2BREE (N
—EE=RAP - BiRa RERD) - K
BERA DK TARBRR - M ZpEH
DIRBA B HR - ARRBREHEER
BEEHHIHNET -

(i) AEEWAFREDEE_ZTRENR
A-T=AZKNEEAMNEL - BEARQ
ARESEBTRONEEEZREA
MEARNKRAGEIENER -
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28. RESERVES (contd)

(a)

(b)

For the year ended 31 December 2006
HE-_TTXRF+-_A=1+—RHILFE

28. f#fE (&)

Group (Cont’d) (a) ZA£EE (&)

(iii)  According to the relevant PRC Laws, companies (i)  RIBEAREREEY - B ARBERTREH
established in the PRC are required to transfer at least B RABENGRBRELSN  Bxd
10% of its net profit after tax, as determined under the 10%EEZETE#E - BEZREEER
PRC accounting regulation, to a statutory reserve until the EEE N RFMERS0% + WHER
reserve balance reaches 50% of the entity’s registered mIEE & A AR R 9 KA S RIS 2 UL i
capital. The transfer of this reserve must be made before o EAERBATAI DK © (& AR]
the distribution of dividend to the entity’s equity owners. B BIBRAN o
The statutory reserve is non-distributable other than upon
the liquidation of the entity.

(iv)  Of the consolidated profit attributable to equity holders of (ivy, FAXRAIBRREERAERAA
the Company of HK$73,316,000 for the year (2005: 73,316,000 L (=TT HF :
HK$55,934,000), profit of HK$39,999,000 (2005: loss of 55,934,000 L) ' B & & A
HK$7,301,000) has been dealt with in the financial 39,999,000 L (=2 A F : Ei8
statements of the Company for the year. 7,301,000/ 7T) B RN A R [E B 15 4R

KPEE -
Company () A&AF
(Accumulated
losses)/ Proposed
Share  Share option Contributed retained final
premium reserves surplus profits dividend Total
(RatER)/ Bk
BROEE  BRERE BHRS REEA RERE @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TEx TEx TER TER

1 January 2005 R-ZEERF-A—-H — — — — — —

Loss for the year $¢VEE 5 — — — (7,301) — (7,301)

Arise from Reorganisation REfEE — — (22) — — (22)

Arise from acquisition of NH REmEdFES

Investments (note 26(c)) (H1a£26(c)) 106,158 — — - — 106,158

Arise from capitalisation REAMLBTES

issue (note 26(f)) (B1a£26() (4,676) — — — — (4,676)
Arise from initial public RERDRRREE
offering (note 26(g)) (Kizt26(g) 95,760 — — — — 95,760

Share issue expenses ROBTRZ (15,536) — — - — (15,536)

Proposed final dividend BRARHBRE — — — (11,526) 11,526 =

At 31 December RZZTHE

2005 +=A=+—A
and 1 January RZZTERF
2006 —A—H 181,706 = (22) (18,827) 11,526 174,383

Profit for the year AEEEF = = = 39,999 — 39,999

Employee share-based compensation M7 ﬁﬁﬁ’]ﬁ S 7 — 7,628 = = = 7,628

Arise from issue of shares as 2005 RETZTREUR

scrip dividend RERDMEE

(note 26(h)) (KteE26(h) 5,033 — — — — 5,033
Arise from issue of shares on ARRERZTRD

subscription (note 26(i)) i 4 (FF £ 26(1) 38,350 — — — - 38,350

Dividend relating to 2005 paid Ef 2T RERE — — — — (11,526) (11,526)

Share issue expenses EARHAX (1,446) — — — = (1,446)

Proposed final dividend BRARHBR S — — — (7,135) 7,135 =

At 31 December RZZTRE

2006 +-A=1+—-H 223,643 7,628 (22) 14,037 7,135 252,421

The contributed surplus of the Company represents the excess
of the net asset value of the subsidiaries acquired pursuant to
the Group’s reorganisation completed on 23 June 2005 over the
nominal value of the Company’s shares issued in exchange

therefor.

AABNEBELS  RAKER_ZTTREAN
AZ+=BxRmAEHEATD - BB
RAIMEEFE  BHREEARTRHEE
HZEH e
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29. PLEDGED BANK DEPOSITS

Notes to the Financial Statements

R E L

29. ESHEARTER

30.

2006 2005
Notes HK$’000 HK$’000
ok FHET FHIT
Analysis of pledged bank deposits: B RITIF R DT
Deposit pledged against banking AR RTT
facilities granted to the mortgagee Bl i 4 A9 17 3K (a) 7,801 2,063
Deposit pledged against RAEBERRITEI R
bank overdrafts and ERmE R TT R
bank loans (note 24(a) and (b)) (K1aE24(a) % (b)) (b) 17,975 42,308
25,776 44 371

(a)  The bank deposits were pledged as security in favour of banks
and financial institutions in the PRC who provided mortgage loan
to purchasers of properties for the period from the date of draw-
down of mortgage loans to the date when the certificates for
housing ownership and certificates of others’ interest for housing
ownership (collectively known as “Certificates”) are granted to
the property purchasers. Such charges would be released upon
the Certificates are granted to the property purchasers. This
deposit earns interest at floating rates based on daily bank
deposits rates.

(b)  The effective interest rates of short-term bank deposits are
ranging from 1.44% to 3.89% (2005: 1.24% to 3.50%) and not

eligible for immediate cancellation upon the settlement of pledged
facilities.

CASH AND CASH EQUIVALENTS

Analysis of cash and cash equivalents is as follows:

(a) MIEBURIBERE AR BEEXFELER
EMEEEREERAREEMEE R 7Z
EFHA) I ROFACERTERAEXRE
REZHEFOBEARITRERBE - (ERE
i o R EEMHNEXEERZSERER
%;EZT?%’XREI&EG@%’K%U% R ENR R

(b) EHRRITEAEIA AR 51.44%%3.89% (=
TERF : 1.24%Z%E3.50%) * ST AR ERE
RS 5B RS ST BN o

30. HekBEEEEY

BEMBEEEEDOINTAOT -

2006 2005
HK$’000 HK$’000
FHERT FHEIT
Cash at banks and in hand RITEFRRS 129,472 104,551
Deposit pledged against bank FERITE S MIKH
overdrafts EoPEFN 17,975 17,393
Bank overdrafts (note 24) RITESZ (B aE24) (15,327) (37,112)
132,120 84,832
Included in cash and cash equivalents in the balance sheet are the REEBERZRERRESFEY  TIATIIRE
following amounts denominated in a currency other than the functional B B AN E¥ETIME -
currency of the Group to which they relate:
2006 2005
HK$’000 HK$’000
FHET FHIT
Renminbi AR 73,822 51,698
United States dollar ETT 9,694 29,662

As at 31 December 2006, cash and cash equivalents denominated in
Renminbi are deposited with banks in the PRC, the conversion of these
Renminbi denominated balances into foreign currencies is subject to
the rules and regulations of foreign exchange control promulgated by
the PRC government.

The effective interest rates of the cash at bank and bank deposits are
in range of 1.44% to 4.92% and those have maturity within 30 days.

REZBEXNF+-_A=+—H B2 RRLEEY
RAARESEMN - WERPBESRKRT - H%F
AN R 3 BB ) 45 77 H 38 B HNEE T5 52 o B R 78
o INEE AR AT IR I

RITAEFRIREN RN ER1.44%24.92% » K3
B /& 30H -
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31. DIRECTORS’ REMUNERATION AND SENIOR 31. EENRSREEAEME
MANAGEMENT’S EMOLUMENTS
Directors’ emoluments (a) E=#<
Salaries,
allowance Contribution
and other  Share-based to retirement
benefit payment benefit
Fees in kind expense scheme Total
e AR 17
R R HA T HES BiRke
EEME B Flz= K9 B X &It st
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FHET THET TET FHET
2005 —sEns
Executive directors BITES
Mr. C F Tao ME R e — 112 — 3 115
Mr. Richard Tao B RAT S — 640 — 16 656
Mr. Paul Tao PR iR e — 630 — 17 647
Mr. Kong Mui Sum Lawrence TLERIR I — 884 — 16 900
Mr. Yim Chun Leung BRIR ST S — 1,235 — 16 1,251
— 3,501 — 68 3,569
Non-executive director FHTES
The Hon. Chan Bernard PRES B & 16 — — — 16
Charnwut
Independent non-executive BYFHITES
directors
Mr. Wong Gary Ka Wai FRELE 23 — — — 23
Mr. Sun Leland Li Hsun BB A 16 — — — 16
Mr. Chan Norman Enrique PR £ 3 5 A 16 — — — 16
515 — — — 55
71 3,501 — 68 3,640
2006 —EERE
Executive directors HITESR
Mr. C F Tao P B S A — 736 1,166 — 1,902
Mr. Richard Tao PR T & — 1,458 1,286 13 2,757
Mr. Paul Tao B 5 L S A — 1,605 1,286 13 2,904
Mr. Kong Mui Sum Lawrence TR & — 1,458 1,286 13 2,757
Mr. Yim Chun Leung BIR 52 5 — 1,458 1,286 13 2,757
— 6,715 6,310 52 13,077
Non-executive director FHTES
The Hon. Chan Bernard PRES B 120 — — — 120
Charnwut
Independent non-executive BYFHTES
directors
Mr. Wong Gary Ka Wai FRELE 180 — — — 180
Mr. Sun Leland Li Hsun R B ot 120 — — — 120
Mr. Chan Norman Enrique BREEST e 120 — — — 120
420 - - — 420
540 6,715 6,310 52 13,617
80 New Heritage Holdings Ltd. Annual Report 2006



Notes to the Financial Statements

For the year ended 31 December 2006
HE-_ZTZRF+_A=+—HILFE

31.

DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS

(a) Directors’ emoluments (Cont’d)

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2005: Nil).

31,400,000 share options (note 27) were granted to the directors of
the Company during the year (2005: Nil).

(b) Senior management emoluments

The five individuals whose emoluments were the highest in the
Group for the year included five (2005: four) directors whose
emoluments are reflected in the analysis presented above. The
emoluments payable to the remaining one individual during the
year ended 31 December 2005 are as follows:

31.

B R SRR MY RE

EEREREEBAEME (@)

(a)

(b)

BEEME (B

£ BECAABRESHRAFBREEM
e zE (CETRE : £) o

FA - AR B ERERK31,400,00017 H AR HE(
27 (ZZEZTREF &) -

SREEAEHE

AERASBERERSFHALEERLSE (=
’“‘ﬂﬁ‘ﬂlﬁ)%%ﬁ’]%‘i\ B EDHT -
REE-_TTAF T+ _A=+—HLEFERE
NTPEB—EZRaFMALZHMSOT

2006 2005
HK$’000 HK$'000
FHERT T

Salaries, share-based payment expense  #& - AR X HEE
and benefit in kind allowances HIBASE R B W Ah — 949
Discretionary bonuses BB TEAL — 166
Retirement benefits costs RIKEF € — 40
— 1,155

No share options were granted to the above highest paid
individuals in respect of their services to the Group during the
year ended 31 December 2005.

During the year, no emoluments were paid by the Group to the directors
or any of the five highest paid individuals as an inducement to join or
upon joining the Group, or as compensation for loss of office (2005:
Nil).

REBEE-_TTAF+_A=+—HLFE " L
Al B 7= 597 B 36 A L 3 S R (B L ) AR 7
i X AR (AT B A HE

FR - AEERERNEERENIZRSHHMAL
SASEE S t/(”&%lﬁtﬂﬁﬂ$$l‘if’ﬁ7%ﬂﬂﬁﬁ$
SEMARERIHRAEE(CTTAF ) -

FRERERAT —BEAFER 81



Notes to the Financial Statements

Br R SRR MY aE

For the year ended 31 December 2006
HE-_TTXRF+-_A=1+—RHILFE

32. RELATED PARTY TRANSACTIONS 32. BEALRS

Apart from those transactions and balances with related parties MrBATEIRRATIR R B R IE A THEITHR S R ERE

disclosed elsewhere in the financial statements, the following FRON - REEHEBEATETUNTRS ¢

transactions are carried out with related parties:
2006 2005
Notes HK$’000 HK$’000
Kt & FHERT FHT

Proceeds from sale of properties IﬁT?'J/\:ttH%ﬁF

held for sale to: EMEFSRE (a)

— Lakeside Consultants Limited — B r@ﬁfﬂ@\ ) (a)(i) — 5,876
— Lanick Group Limited — BAFEBAR A A (a)(ii) = 7,981
— Eastside Properties Limited — RAMEBR QA (a)(iii) — 9,154
— Ms. Miriam Tao —BE%z L (a)(iv) — 5,288

Proceeds from sale of an investment to & FEMNFTER ML

BN B MAR LB RA A BRAR (RN

(“SNHTL") #Mbl) —IEIRE B RIE (b) = 156
Landscaping and maintenance T TR MAR( L 2

expenses to SNHTL EERRERE (b) (43) (42)
Interest expenses charges from — WML m) tH Sk U B A F) B 2 — (202)
Assignment of chattels from B.T. BAEMBEERRAR]

Shipping & Enterprises Limited (DEFMmE]) BRI E

(“B.T. Shipping”) (c) = (107)
Motor vehicle expenses to HY X FHY Automotive Holdings

Automotive Holdings Limited Limited#9 /55 & (c) (16) (96)
Rental expenses to Fontwell Fontwell Holdings Limited

Holdings Limited W ER ) 7 2 B 2 (c) (826) (336)
Rental expense to Mr. Richard Tao PR AWM HE S Y (d) (292) (315)
Rental income from Clark Hatch Fitness MESRNTETREE

Centres (Shanghai) Limited RAR ([Rumga])

(“Clark Hatch”) U ER AR & WA (d) 731 692
Management fee income EEEWRA (e) 110 —
(a)  The sales of properties were based on the term mutually agreed (a) HEMEDREIINESEXRBENERFTE

by both parties. i o

(i)  Mr. Richard Tao is a director of this company. (i) KBRMEERBRBES -

(i)  Mr. Paul Tao is a director of this company. (i) MHELTEBRRES -

(iii)  Mr. C F Tao’s wife is a director of this company. (i) PEHEEMNETALRES -
(iv)  Ms. Miriam Tao is the daughter of Mr. C F Tao. (iv) PIRIEZTABERLENLT -

(b)  Mr. CF Tao and Mr. Paul Tao have beneficial interest in SNHTL. (b)  FRE R KBTS A PO T A B AR L 7
The sale of the investment was based on the terms mutually BEDER o ZERE NIRETOE 5 LR %
agreed between both parties in the ordinary course of the ERBEANEESEERRPEL - ZRETIR
business. The consideration was determined at the original capital AEEREEANBHRERET - Z25REA
injection made by the Group. The charge on expenses by this AR BB R ENGRIERER -
related company was in accordance with the terms of the
underlying agreements.
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32. RELATED PARTY TRANSACTIONS

(c)

(d)

(e)

()

)

Mr. CF Tao, Mr. Richard Tao and Mr. Paul Tao have beneficial
interests in B.T. Shipping, HY Automotive Holdings Limited and
Fontwell Holdings Limited. The assignment of chattels from B.T.
shipping was based on the terms mutually agreed between both
parties in the ordinary course of the business. The charges by
these related companies were in accordance with the terms of
the underlying agreements.

The rental expense to Mr. Richard Tao, and rental income from
Clark Hatch, in which Mr. Richard Tao and Mr. Paul Tao are
common directors and have beneficial interests, were in
accordance with the terms of the underlying agreements.

On 9 October 2006, a subsidiary of the Company entered into a
total of 48 lease management agreements with certain connected
parties, namely Ms. Tao Miriam, Mr. Richard Tao, Ms. Hon Hing
Tong Patricia, spouse of Mr. Paul Tao, Cosmopolitan Group
Limited, a company in which Ms. Tao Miriam has beneficial
interest, Eastside Properties Limited, Lakeside Consultants
Limited and Lanick Group Limited (collectively the “Connected
Parties”) in respect of the provision of services relating to lease
management of 48 units in Suzhou Garden Villa owned by the
Connected parties.

Key management personnel compensation

The directors are of the opinion that the key management
personnel were solely the executive directors of the Company,
details of whose emoluments are set out in note 31(a) above.

On 17 October 2006, the Company and certain connected parties
of the Company, namely Ms. Miriam Tao, Ms. Hon Hing Tong,
Patricia, Mr. Richard Tao, Ms. Tao Yi Hou Mildred, Ms. Ong Ker
Shing, Eastside Properties Limited, Cosmopolitan Group Limited
and Lakeside Consultants Limited (collectively known as the
“Vendors”) entered into a master transfer agreement pursuant
to which the Company agreed to purchase 82 units of Suzhou
Garden Villa (collectively known as the “Properties”) from the
Vendors at consideration of RMB87,975,000. The consideration
was determined with reference to the valuation of the Properties
of RMB103,500,000 as at 31 August 2006, estimated by DTZ.
The completion of acquisition of the Properties are conditional
upon fulfilment of certain conditions by the Group and the
Vendors on or before 31 December 2007. During the year, no
payment has been made by the Group for the acquisition of the
Properties. Subsequent to the year end and up to date of this
report, the Group has acquired 6 units of the Properties at a
consideration of approximately RMB6,600,000.

Pursuant to this master transfer agreement, the Vendors agreed
to subscribe new shares of the Company for not more than
90,017,210 shares at HK$0.6405 each. The net proceeds from
the subscription after deducting related expenses will be used
as the general working capital of the Group. No subscription has
been made by any of the Vendors during the year or subsequent
to the year end date.
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ARRANGEMENTS

(a)

(i)

For the year ended 31 December 2006
BHE-_ZTTF+_A=+—ALEE

33. COMMITMENTS AND OPERATING LEASE 33. AERKEHERH
Capital commitments (a) BEBREE
Capital commitments in respect of properties held under (i) FEBEEEZRREFYENELFE
development for the Group

2006 2005
HK$’000 HK$'000
FExT FHIT
Contracted but not provided for BRI R 73,689 84,908
Attributable share of associate’s capital commitments in (i) BEBELTARREBYSE  BERRE

(ii)

(iii)

respect of acquisition of property, plant and equipment

B R A MR B 1R

Contracted but not provided for

ZEAFRIEZ G

2006 2005
HK$’000 HK$'000
FTHERT THETT
1,527 6,355

Capital commitments in respect of setting up a company in
the PRC — Nanjing Shangming South Taiping Road Property
Development Co. Ltd. (“Shangming”)

On 10 July 2006, a subsidiary of the Company entered
into the share transfer and subscription agreement, the
shareholders’ agreement and the equity joint venture
agreement in order to establish an arrangement of
investment in a jointly-controlled entity incorporated in PRC
(“Joint Venture”) for the development project located in
Nanjing, the PRC. After the completion of the arrangement,
the Group will ultimately hold 21.6% of equity interest in
the Joint Venture. The contribution of the Group to the
registered capital of the Joint Venture will be
RMB21,600,000. The contribution must be paid within
two years from the date on which the business licence of
the Joint Venture issued.

On 20 October 2006, the Joint Venture, known as
Shangming, was set up. No capital had been contributed
by the Company up to 31 December 2006. As at 31
December 2006, the Group had a capital commitment of
RMB21,600,000 representing 21.6% of the registered
capital of Shangming.

(iii)
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For the year ended 31 December 2006
BHE-_ZTTF+_A=+—ALEE

33. COMMITMENTS AND OPERATING LEASE
ARRANGEMENTS (Cont'd)

(a) Capital commitments (Cont’d)

(iv)

Commitments to dispose of 40% of a subsidiary — SNHWL

On 28 August 2006, the Company and a subsidiary of the
Company entered into the share transfer agreement pursuant
to which the subsidiary agreed to transfer 40% interests in
SNHWL to Spinnaker at consideration of US$2,600,000. The
completion of this transfer agreement is conditional upon
fulfilment of certain conditions on or before 31 March 2007.
On 22 January 2007, a supplemental agreement I was entered
into pursuant to which all of the above parties agreed to change
the consideration set out in the above share transfer agreement
from US$2,600,000 to US$3,340,000 due to the increase of
the registered capital of SNHWL from US$6,500,000 to
US$8,350,000. On 26 March 2007, a supplemental agreement
Il was entered into to amend the registered capital of SNHWL
as set out in the supplemental agreement I to US$9,300,000
from US$8,350,000 in accordance with relevant PRC laws and
comment from the relevant PRC authority. In this regard, the
consideration of the share transfer will be amended to
US$3,720,000 from US$3,340,000.

(b) Operating lease arrangements

(i)

(i)

B R SRR MY RE

33. AEREEHERH (B

(a) BREE B

(iv)

i

£ B /B 2 A A M FTE40% 1Y & I

H
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() RKEHITH

The Group had future aggregate minimum lease receipts (i) FEBERIZT BB E L ES TR
under non-cancellable operating leases which are ARREHLEFEENT -
receivable as follows:
2006 2005
HK$’000 HK$'000
FHET FHIT
Not later than one year TEE—F 5,159 1,442
Later than one year and not —FRETBBRAF
later than five years 9,604 1,385
14,763 2,827
The Group leases out its investment properties (note 14) under AEERBEEEHELHALEREY
operating lease arrangements which run for initial periods of ¥ (fI5E14) - X RBELR—FERF
less than one year to five years or expire at dates as mutually SR ASEEBRAER LR RE B SE
agreed between the Group and the respective tenants, without o WERE WA BT R -
an option to renew the lease terms at the expiry date. The HABR—RITHAEEETZMREFE
terms of the leases generally also require the tenants to pay & o
security deposits.
The Group had future aggregate minimum lease payments (i)  ZEE[ERR IR T o] 130 g5 AS & 7 4 FE 35 1 B

under non-cancellable operating leases which are payable
as follows:

ARBEHEEFBFAMT :

2006 2005

HK$’000 HK$'000

FHERT FHET

Not later than one year TNBE—F 1,646 1,240
Later than one year and not —FRETBBAF

later than five years 1,313 79

2,959 1,319

FRERBRAR —EEREER

85



Notes to the Financial Statements

Br R SRR MY aE

For the year ended 31 December 2006
BHE-_ZTTF+_A=+—ALEE

33. COMMITMENTS AND OPERATING LEASE 33. RERKEHERE (&)
ARRANGEMENTS (Cont'd)
(b) Operating lease arrangements (Cont’d) (b) RERVZH (&)
(ii)  The Group had future aggregate minimum lease payments (i) ZEBERIZET A B aE A& A E S AT B
under non-cancellable operating leases which are payable ARGEHEHEHEMT © (58)
as follows: (Cont’d)
The Group leases a number of properties under operating lease AEERBEEHETHEELZEY
arrangements which run for initial periods of two years or expire ¥ YT AHMES IR A S E R X
at dates as mutually agreed between the Group and the FHRABEBER  YERAEMBEE
respective landlords, without an option to renew the lease terms AR R -
at the expiry date.
As at the year end, the Group had no contingent rentals receivable FLERR - N5 B (a2 A5 s AT
or payable. & e
34. FINANCIAL GUARANTEE CONTRACTS — COMPANY 34. BIREREN — X2 T
The Company provided corporate guarantees to certain banks for all ARARE T —EMERRMNE EEREBEITER
unsecured bank loans and overdrafts granted to a subsidiary (note RiES - M5 THRTRERRER (iE24) -
24).
The carrying amount of the financial guarantee contracts recognised RIBERBGTERIE39% BRI R) ERARBIEER
in the Company’s balance sheet in accordance with HKAS 39 BERABRNVHBERSAONEERE - RZZZX
(Amendment) was HK$8,500,000 as at 31 December 2006 (2005: F+ - A =+—HA8,500,000ET (ZEZRF :
HK$6,500,000). 6,500,000/ 7T) °
35. FINANCIAL RISK MANAGEMENT POLICIES AND 35. XEKREEZBEREN

OBJECTIVES

The Group does not have written risk management policies and
guidelines. However, the Board meets periodically to analyse and
formulate measures to manage the Group’s exposure to market risk,
including principally changes in interest rates and currency exchange
rates. Generally, the Group employs a conservative strategy regarding
its risk management. As the directors of the Company consider that
the Group’s exposure to market risk is kept at a minimum level, the
Group has not used any derivatives or other instruments for hedging
purposes. The Group does not hold or issue derivative financial
instruments for trading purposes.

The financial assets of the Group comprise primarily other receivables,
amount due from a director and cash and bank balances (including
pledged bank deposits). The financial liabilities of the Group comprise
accounts and other payables, accruals and borrowings.

(a) Interest rate risk

The Group has no significant interest-bearing assets, except bank
balances. Details of bank balances are disclosed in notes 29
and 30. The Group’s interest rate risk arises from borrowings.
The interest rates and terms of repayment of the borrowings are
disclosed in note 24.

AEBEWEAXHN AR ERBRNIES - A - &
FegecHiMes  HMERGIRIERAEEAS
EAZNTSER  T2EFMNRREREEH - —
WM E - ARBRERREERA - ERERE -
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BENREKT - BREEY EEREFITETA
SR T AL RS - AEEWESAHETE
MTESRTA(FESEAE

AEENEREETIZEREMEKIR  BER
FARRE RRTEF (BERSERRTER - A
SENCREESERENFAREMEMNKIE - &
FERAREER -

(a) FIEmEb

AEBERRITERI  WEEMNERNMEE
E - BRRTHERNFBRME29R%30%
B - ARBENANERERBEEES - GHEER
BRI R R B R - IR MT EE 24 R -
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For the year ended 31 December 2006
BHE-_ZTTF+_A=+—ALEE

35.

36.

FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (Contd)

(b)  Foreign currency risk

The Group’s exposure to risk resulting from changes in foreign
currency exchange rates is minimal.

(c) Credit risk

The carrying amounts of amount due from a director represent
the Group’s maximum exposure to credit risk in relation to its
financial assets. The Group has no other significant concentration
of credit risk. No other financial assets carry a significant exposure
to credit risk.

(d)  Fair value

The fair value of the Group’s current financial assets and liabilities
are not materially different from their carrying amounts because
of the immediate or short term maturity. The fair value of long-
term borrowings is not disclosed because the carrying value is
not materially different from the fair value.

SUBSEQUENT EVENTS

On 13 February 2007, a subsidiary of the Company had successfully
won the bid for the acquisition of land use right at consideration of
RMB198,000,000 at auction from Suzhou City Land Bureau. The site
area of the land is approximately 131,445 square metres and is
designated for residential property purpose. Up to the date of this report,
the Group has been made of RMB13,000,000 to Suzhou City Land
Bureau as a deposit for the land acquisition.

On 21 March 2007, a subsidiary of the Company entered into a joint
venture and subscription agreements with Spinnaker’s certain
investment funds to develop the above mentioned land acquired on 13
February 2007. Pursuant to the agreements, this subsidiary agreed to
contribute a sum of approximately US$11,424,000 in cash as
shareholder loan to the joint venture entity. The joint venture entity will
be owned beneficially as to 51% by this subsidiary. Details of the
agreements were disclosed in the announcement dated 23 March 2007.

35.
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