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1. GENERAL

The Company is a public limited company incorporated in Hong Kong
and its shares are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed in the
“Corporate Information” section to the annual report.

The principal activities of the Group are property development and
investment, sale of construction materials, golf course operation, the
provision of hotel and property management and investment holding.

2. APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Group and the Company has applied, for the
first time, a number of new standards, amendments and
interpretations (the “new HKFRSs"”) issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA"), which are either
effective for accounting periods beginning on or after 1st December,
2005 or 1st January, 2006. The adoption of these new HKFRSs has
had no material effect on how the results and financial position for
the current or prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment has been required.
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2. APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Potential impact arising on the new accounting
standards not yet effective

The Group has not early applied the following new standards,
amendment or interpretations that have been issued but are not
yet effective. The Group is still not in the position to reasonably
estimate the impact that may arise from the application of these
standards, amendment or interpretations.

HKAS 1 (Amendment)  Capital Disclosures'

HKFRS 7 Financial Instruments: Disclosures'
HKFRS 8 Operating Segments?
HK(IFRIC)-INT 7 Applying the Restatement Approach under HKAS 29

Financial Reporting in Hyperinflationary Economies®

HK(IFRIC)-INT 8 Scope of HKFRS 24

HK(IFRIC)-INT 9 Reassessment of Embedded Derivatives®
HK(IFRIC)-INT 10 Interim Financial Reporting and Impairment®
HK(IFRIC)-INT 11 HKFRS2 - Group and Treasury Share Transactions’
HK(IFRIC)-INT 12 Service Concession Arrangements®

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

2 Effective for annual periods beginning on or after 1st January, 2009.

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

4 Effective for annual periods beginning on or after 1st May, 2006.

J Effective for annual periods beginning on or after 1st June, 2006.

J Effective for annual periods beginning on or after 1st November, 2006.
’ Effective for annual periods beginning on or after 1st March, 2007.

J Effective for annual periods beginning on or after 1st January, 2008.
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InaHCIal Statements (For the year ended 31st December, 2006)

3. SIGNIFICANT ACCOUNTING POLICIES

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

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

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity so
as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as
appropriate.

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

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

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests at
the date of the original business combination and the minority’s
share of changes in equity since the date of the combination. Losses
applicable to the minority in excess of the minority’s interest in the
subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and is
able to make an additional investment to cover the losses.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Business combinations

The acquisition of subsidiaries is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate of
the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group in
exchange for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 “Business Combinations” are
recognised at their fair values at the acquisition date.

Goodwill arising on acquisition is recognised as an asset and initially
measured at cost, being the excess of the cost of the business
combination over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised. If,
after reassessment, the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is recognised
immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially

measured at the minority’s proportion of the net fair value of the
assets, liabilities and contingent liabilities recognised.
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InaHCIal Statements (For the year ended 31st December, 2006)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Goodwiill

Goodwill arising on acquisitions prior to 1st January, 2005

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

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

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

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

Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the consolidated balance sheet.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Goodwill (continued)
Impairment testing on capitalised goodwill

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

On subsequent disposal of a subsidiary, the attributable amount of
goodwill capitalised but not yet impaired is included in the
determination of the amount of profit or loss on disposal.

Acquisition of additional interest in a subsidiary

When the Group increases its interest in an entity that is already
controlled by the Company, goodwill arising on such acquisition
represents the difference between the cost of additional interest
acquired and the increase in the Group's share of the fair value of
the identifiable assets, liabilities and contingent liabilities. No
revaluation surplus or deficit on revaluating all of the identifiable
assets, liabilities and contingent liabilities of the subsidiary to current
fair value is recognised in the consolidated balance sheet. The
difference between the fair value, representing the amount of
consideration less the amount of goodwill, and the carrying amount
of the net assets attributable to the additional interest acquired is
recognised as a reserve movement. This difference represents the
portion of the revaluation difference that arose since the original
acquisition date that is attributable to the Group’s increased interest
in the subsidiary.
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inanCiaI Statements (For the year ended 31st December, 2006)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.

Interests in associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor a jointly controlled
entity.

The results and assets and liabilities of associates are incorporated in
the consolidated financial statements using the equity method of
accounting, except when the investment is classified as held for sale,
in which case it is accounted for under HKFRS 5 “Non-current Assets
Held for Sale and Discontinued Operations”. Under the equity method,
investments in associates are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the Group’s share
of net assets of the associate, less any identified impairment loss.
When the Group’s share of losses of an associate equals or exceeds
its interest in that associate (which includes any long-term interests
that, in substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of further
losses. An additional share of losses is provided for and a liability is
recognised only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of that associate.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Interests in associates (continued)

Goodwill arising on acquisitions prior to 1st January, 2005

Any excess of the cost of acquisition over the Group’s share of the
net fair value of the identifiable assets and liabilities of the associate
recognised at the date of acquisition is recognised as goodwill. From
1st January, 2005 onwards, the Group has discontinued amortisation
of goodwill and such goodwill is included within the carrying amount
of the investment and is assessed for impairment as part of the
investment.

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

Any excess of the cost of acquisition over the Group's share of the
net fair value of the identifiable assets, liabilities and contingent
liabilities of the associate recognised at the date of acquisition is
recognised as goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment as part of
the investment.

Any excess of the Group's share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in profit or loss.

Where a group entity transacts with an associate of the Group, profits

and losses are eliminated to the extent of the Group’s interest in the
relevant associate.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Joint ventures

Jointly controlled entities

Joint venture arrangements that involve the establishment of a
separate entity in which venturers have joint control over the economic
activity of the entity are referred to as jointly controlled entities.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the equity
method of accounting, except when the investment is classified as
held for sale, in which case it is accounted for under HKFRS 5 “Non-
. Under
the equity method, investments in jointly controlled entities are carried

current Assets Held for Sale and Discontinued Operations”

in the consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group’s share of the profit or loss and of
changes in equity of the jointly controlled entities, less any identified
impairment loss. When the Group’s share of losses of a jointly
controlled entity equals or exceeds its interest in that jointly controlled
entity (which includes any long-term interests that, in substance, form
part of the Group’s net investment in the jointly controlled entity),
the Group discontinues recognising its share of further losses. An
additional share of losses is provided for and a liability is recognised
only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that jointly controlled
entity.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Joint ventures (continued)
Jointly controlled entities (continued)

Goodwill arising on acquisitions prior to 1st January, 2005

Any excess of the cost of acquisition over the Group’s share of the
net fair value of the identifiable assets and liabilities of the jointly
controlled entity recognised at the date of acquisition is recognised
as goodwill. From 1st January, 2005 onwards, the Group has
discontinued amortisation of goodwill and such goodwill is included
within the carrying amount of the investment and is assessed for
impairment as part of the investment.

Discount on acquisition arising on or after 1st January, 2005

Any excess of the Group’s share of the net fair value the identifiable
assets, liabilities and contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in profit or loss.

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

The Company’s investments in jointly controlled entities are stated at
cost, as reduced by any identified impairment loss. Results of jointly
controlled entities are accounted for by the Company on the basis of
dividends received and receivable.
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InaHCIal Statements (For the year ended 31st December, 2006)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Joint ventures (continued)
Other joint venture arrangements

Investments made by means of joint venture structures which do not
result in the Group having joint control with the other venturers are
accounted for as subsidiaries (where the Group has the power to
govern the financial and operating policies of an enterprise), associates
(where the Group is in a position to exercise significant influence) or
other investments (where the Group exercises neither control nor
significant influence).

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction rather
than through continuing use. This condition is regarded as met only
when the sale is highly probable and the asset is available for
immediate sale in its present condition.

Non-current assets classified as held for sale are measured at the
lower of the assets’ previous carrying amount and fair value less
costs to sell except for financial assets which are measured at fair
value.

Financial instruments

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

Financial instruments (continued)
Financial assets

The Group’s and the Company’s financial assets are classified into
one of the four categories, including financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity
investments and available-for-sale financial assets. All regular way
purchases or sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the marketplace.
The accounting policies adopted in respect of each category of
financial assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include held-for-
trading investments. At each balance sheet date subsequent to initial
recognition, financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value recognised directly
in profit or loss in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At
each balance sheet date subsequent to initial recognition, loans and
receivables (including trade and other receivables, instalments
receivable, loans receivable, amounts due from associates, amounts
due from jointly controlled entities, amounts due from minority
shareholders) are carried at amortised cost using the effective interest
method, less any identified impairment losses. An impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired, and is measured as the difference between the
asset’s carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate. Impairment
losses are reversed in subsequent periods when an increase in the
asset’s recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to a restriction
that the carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would have been
had the impairment not been recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Financial assets (continued)
Available-for-sale financial assets

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

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity instruments, they are
measured at cost less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired. The amount of the impairment loss is measured as
the difference between the carrying amount of the asset and the
present value of the estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment losses will not reverse in subsequent periods.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities and equity
instruments are set out below.

Financial liabilities

Financial liabilities including interest-bearing and interest-free
borrowings, trade and other payables and membership debentures
are subsequently measured at amortised cost, using the effective
interest method.

Equity Instruments

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

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer 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 original or modified terms of a debt instrument.
A financial guarantee contract issued by the Group and the Company
and not designed as at fair value through profit or loss is recognised
initially at its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee contract.
Subsequent to initial recognition, the Group and the Company
measure the financial guarantee contact at the higher of: (i) the
amount determined in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and (ii) the amount
initially recognised less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 “Revenue”.
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|nanC|a| Statements (For the year ended 31st December, 2006)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (continued)
Derecognition

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

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expires. The difference
between the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in profit or loss.

Development properties

Completed properties held for sale and properties under development
are stated at the lower of cost and net realisable value. Cost comprises
the cost of land, development expenditure, other attributable costs
and borrowing costs capitalised. Net realisable value is determined by
reference to management estimates based on prevailing market
conditions. Development properties are transferred to investment
properties at fair value when there is a commencement of an operating
lease. The difference between the carrying amount and the fair value
are recognised directly in profit or loss.

Properties for development

Properties for development comprises the consideration for acquisition
of land use rights, development expenditure and other costs directly
attributable to bringing the leasehold land to the condition necessary
for it to be capable of development of the properties. The
consideration for acquisition of land use rights represent leasehold
land held for future development is stated at cost less accumulated
amortisation and any identified impairment loss. The development
expenditure and other costs directly attributable to bringing the
leasehold land to the condition necessary for it to be capable of
development of the properties are stated at cost less any identified
impairment loss.

Amortisation of properties for development are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

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

Depreciation is provided to write off the cost of items of property,
plant and equipment other than construction in progress over their
estimated useful lives and after taking into account of their estimated
residual value, using the straight-line method, at the following rates
per annum:

Buildings on medium-term lease Over the unexpired lease term

Golf course on medium-term lease  Over the unexpired lease term

4% — 8%
20% - 30%

Plant and machinery
Others

Construction in progress represents property, plant and equipment in
the course of construction for production or for its own use purposes.
Construction in progress is carried at cost less any recognised
impairment loss. Construction in progress is classified to the
appropriate category of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets,
on the same basis as other property assets, commences when the
assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included
in the income statement in the year in which the item is derecognised.

Owner-occupied property is transferred to investment property at fair
value when it is evidenced by end of owner-occupation. The difference
between the carrying amount and its fair value at the date of transfer
is recognised in reserve.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investment properties

Investment properties are properties which are held for earning rentals
or for capital appreciations or both.

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the period in
which they arise.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from its disposals. Any gain or loss
arising on derecognition of the asset, calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset, is included in the consolidated income statement in the year in
which the item is derecognised.

Intangible asset

On initial recognition, intangible assets acquired separately and from
business combinations are recognised at cost and at fair value
respectively. After initial recognition, intangible assets with finite useful
lives are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their
estimated useful lives.

Gains or losses arising from derecognition of an intangible asset are
measured at the difference between the net disposal proceeds and
the carrying amount of the asset and are recognised in the income
statement when the asset is derecognised.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment losses (other than goodwill)

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered an
impairment loss. If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment loss is recognised
as an expense immediately.

When an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income immediately.

Leases

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

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

Rentals receivable (payable) under operating leases are credited
(charged) to profit or loss on a straight-line basis over the term of the
relevant lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leasehold land and buildings

The land and building elements of a lease of land and building are
considered separately for the purpose of lease classification. Leasehold
land when title is not expected to pass to the lessee by the end of
the lease term is classified as operating lease unless the lease payments
cannot be allocated reliably between the land and building elements,
in which case, the entire lease is classified as a finance lease.

Other inventories

Other inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average cost method.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are capitalised as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Taxation

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

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the income statement
because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes income statement
items that are never taxable or deductible. Liability for current tax is
calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (continued)

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit,
and is accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold and
services provided in the normal course of business, net of discounts.

Income from properties developed for sale is recognised upon the
issuance of a completion certificate or the execution of a binding
sales agreement, whichever is the later. Profit or loss arising from the
outright sale of an entire development property prior to completion
is recognised when a binding sales contract becomes unconditional
and the risks and rewards of the ownership have been transferred to
the buyer. Deposits received from forward sales of properties are
carried in the balance sheet under current liabilities.

Sales of other goods are recognised when goods are delivered and
title has passed.
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InaHCIal Statements (For the year ended 31st December, 2006)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition (continued)

Income from golf course operation and hotel and property
management is recognised when services are provided.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset
to that asset’s net carrying amount.

Dividend income from investments is recognised when the Group's
rights to receive payment have been established.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on the
dates of the transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date. Non-monetary items carried at
fair value that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit or
loss in the period in which they arise. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases, the
exchange differences are also recognised directly in equity.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies (continued)

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

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1st January,
2005 are treated as assets and liabilities of that foreign operation
and translated at the rate of exchange prevailing at the balance
sheet date. Exchange differences arising are recognised in the
exchange equalisation reserve.

Goodwill and fair value adjustments arising on acquisitions of foreign
operations prior to 1st January, 2005 are treated as non-monetary
foreign currency items of the acquirer and reported using the historical
exchange rate prevailing at the date of the acquisition.

Retirement benefit costs
Payments to defined contribution retirement benefit plans, state-
managed retirement benefit schemes and the Mandatory Provident

Fund Scheme are charged as an expense when employees have
rendered service entitling them to the contributions.
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inanCiaI Statements (For the year ended 31st December, 2006)

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group and the Company’s accounting
policies, which are described in note 3, management has made the
following estimates that may have a significant risk of causing a
material adjustment to the carrying amount of assets and liabilities in
the next financial year.

Allowance for bad and doubtful debts

The policy for allowance for bad and doubtful debts of the Group
and the Company is based on the evaluation of collectability and
aging analysis of accounts and on management’'s judgment. A
considerable amount of judgment is required in assessing the ultimate
realisation of these receivables, including the current creditworthiness
and the past collection history of each customer and borrower. If the
financial conditions of customers and borrowers of the Group were
to deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required.

Estimated impairment of goodwiill

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the
present value. As at 31st December, 2006, the carrying amount of
goodwill was HK$39,386,000. Details of the recoverable amount
calculation are disclosed in note 26.

Estimate of fair value of investment properties

At the balance sheet date, investment properties are stated at fair
value based on the valuation performed by independent professional
valuers. In determining the fair value, the valuers have based on a
method of valuation which involves certain estimates. In relying on
the valuation report, the management has exercised their judgment
and is satisfied that the assumption used in valuation is reflective of
the current market conditions.
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Taxation

At 31st December, 2006, a deferred tax asset of HK$4,879,000 in
relation to unused tax losses has been recognised as set out in note
41. No deferred tax asset has been recognised on the tax losses of
HK$325,267,000 due to the unpredictability of future profit streams.
The realisability of the deferred tax asset mainly depends on whether
sufficient future profits or taxable temporary differences will be
available in the future. In cases where the actual future profits
generated are less than expected, a material reversal of deferred tax
assets may arise, which would be recognised in the income statement
for the period in which such a reversal takes place.

Land appreciation tax

PRC land appreciation tax is levied at progressive rates ranging from
30% to 60% on the appreciation of land value, being the proceeds
of sales of properties less deductible expenditures including sales
charges, borrowing costs and all property development expenditures.

The Group is subject to land appreciation taxes in the PRC. However,
the details of implementation have not yet been announced by local
tax bureaux in most of the major cities, and the Group has not
finalised its LAT calculation and payments with any local tax bureaux
in the PRC. Accordingly, significant judgments are required in
determining the amount of land appreciation and its related taxes.
The extent, magnitude and retrospection of LAT cannot be ascertained
in the absence of the detailed implementation rules and procedures.
The Group recognises these liabilities based on management’s best
estimates according to the understanding of the tax rules. Where the
final tax outcome of these matters is different from the amounts that
were initially recorded, such differences will impact the income tax
provisions in the period in which such determination is made.
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|nanC|a| Statements (For the year ended 31st December, 2006)

5. FINANCIAL INSTRUMENTS
5a. Financial risk management objective and policies

The Group’s major financial instruments include loans receivable,
instalments receivable, amounts due from associates, amounts due
from jointly controlled entities, amounts due from minority
shareholders, trade and other receivables, pledged deposits, bank
balances, trade and other payables, borrowings and membership
debentures. Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial instruments
and the policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective
manner.

Market risk
Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument
will fluctuate because of changes in foreign exchange rates. The
Group’s operations are mainly in the People’s Republic of China (the
“PRC") other than Hong Kong and certain bank loans of the Group
are denominated in foreign currencies (see note 37). The Group
currently does not have a foreign currency hedging policy. However,
the management monitors the related foreign exchange exposure
closely and will consider hedging significant foreign currency exposure
should the need arise.

The companies comprising the Group have minimal currency exposure
which arises from sales or purchases by an entity in currencies other
than its functional currency.

Fair value and cash flow interest rate risk

The Group is exposed to fair value interest rate risk through the
impact of rate changes on fixed-rate bank loans and other loan notes.
The Group's cash flow interest rate risk relates primarily to variable-
rate bank and other loans. The Group will continue to maintain a
reasonable mix of floating rate and fixed rate borrowings and take
actions to hedge against any foreseeable interest rate exposure, if
necessary. The interest rates and terms of repayment of bank
borrowings of the Group are disclosed in note 37.
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5. FINANCIAL INSTRUMENTS (CONTINUED)

5a. Financial risk management objective and
policies (continued)

Market risk (continued)
Price risk

The Group is exposed to equity security price risk. The management
will monitor the price movements and take appropriate actions when
it is required.

Credit risk

As at 31st December, 2006, the Company’s and the Group’s maximum
exposure to credit risk which will cause a financial loss to the Group
due to failure to discharge an obligation by the counterparties or
debtors which the Group has provided financial guarantees is arising
from the carrying amount of the respective recognised financial assets
as stated in the consolidated balance sheet and the amount of
contingent liabilities disclosed in note 44. In order to minimise the
credit risk, the monitoring procedures are carried out to ensure that
follow-up action is taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each individual trade and
other debt at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts. With respect
to financial guarantees provided to subsidiaries by the Company, the
directors consider the credit risk is limited because the subsidiaries
have strong financial positions. The management considers the credit
risk exposure to financial guarantees provided to property purchasers
is also limited because the facilities are secured by the properties and
the market price of the properties is higher than the guaranteed
amounts. In this regard, the directors of the Company consider that
the Group's credit risk is significantly reduced.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit ratings assigned by international credit-

rating agencies.

The Group has no significant concentration of credit risk, with
exposure spread over a number of counterparties and customers.

Tian An China Investments Company Limited X% B #& & H R A A

117




118

HMEMBBRRMET gz a1

Notes to the Consolidated

5 €T R »

S5a. B EREEBERREX 4@

i B 1 L B

EEERYUERRIE  ANERESERER
ReMASEERBEEERERREHHK
FoRAKREZEERBESRBEES Y
BryE - EEEBEHIRTERZERRE
RE T EFOAGE ©

5b. T TAZAREE

TRHEEMEMABZAABER FIIME

):E .

(@) BEEGRERNERNRBTER S
TREENERBEAAEBEZAR
ZHGERETE

by EttemMEEMSRABIEE KRR
A ZBETE  WREREWREAINIZ
ABRZERMEXZFZERMEE -

BAMBRERBIEUAAEBEFEZIFLT
& (RMizE25732) - AR BEEDRBREN
ERFAGEN  WHEBET —&8FH
BR2MBERIFEMIFIR/E -

EEMRAREREENEREBEEZREEN
BHAARNMBRRAR - ZREERER
REEREE -

—AZ+—-BLFE)
inanCiaI Statements (For the year ended 31st December, 2006)

5. FINANCIAL INSTRUMENTS (CONTINUED)

5a. Financial risk management objective and
policies (continued)

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
the management to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The management monitors the
utilisation of bank borrowings and ensures compliance with loan
covenants.

5b. Fair value of financial instruments

The fair value of financial assets and financial liabilities are determined
as follows:

(a) the fair value of financial assets with standard terms and
conditions and traded on active liquid markets are determined
with reference to quoted market bid prices; and

(b) the fair value of other financial assets and financial liabilities are
determined in accordance with generally accepted pricing models
based on discounted cash flow analysis using prices from
observable current market transactions.

The consolidated financial statements include holdings in unlisted
investments which are measured at fair value (notes 25 and 32). Fair
value is estimated using a discounted cash flow model, which included
some assumptions that are not supportable by observable market
prices or rates.

The directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the financial
statements approximate their fair values.
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6. SEGMENTAL INFORMATION

Turnover represents the aggregate of proceeds from the sale of completed

properties, rental income, sale of construction materials, income from golf course

operation, hotel and property management during the year as follows:

2006 2005

FER T

HK$’000 HK$'000

Sale of completed properties 345,975 940,207
Rental income 95,903 56,445
Sale of construction materials 385,562 347,342
Income from golf course operation 20,974 17,952
Income from hotel and property management 40,888 35,154
889,302 1,397,100
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6. SEGMENTAL INFORMATION (CONTINUED)

inanCiaI Statements (For the year ended 31st December, 2006)

The Group's turnover for the year was derived mainly from activities carried out in the PRC

other than Hong Kong. An analysis of the Group’s turnover and segment results by business

segment is as follows:

Income statement for the year
ended 31st December, 2006

TURNOVER
External sales
Inter-segment sales

Total

RESULTS

Segment results

Unallocated corporate expenses

Other income

Fair value gain on transfer of
properties held for sale to
investment properties

Increase in fair value of
investment properties

Write-down of properties

Allowance for bad and
doubtful debts

Amortisation of properties
for development

Gain on disposal of a jointly
controlled entity

Discount on acquisition of
additional interest in a
subsidiary

HERENH

NEEE  NERE Saleof Hth®E
Property  Property  construction Other g At
development  investment materials operations Eliminations Consolidated
TER TER TERL TERT TERL TER
HK$'000 HK$'000 HKS$'000  HK$'000 HK$'000 HK$'000
345,975 95,903 385,562 61,862 - 889,302
- - 2,714 7,384 (10,098) -
345,975 95,903 388,276 69,246 (10,098) 889,302
30,867 63,087 14,471 (11,501) - 96,924
(56,911)
27,314 64 18,848 82,250 - 128,476
18,045 - - - - 18,045
- 311,706 - - - 311,706
(79,788) - - - - (79,788)
(3,317) - (4,996) - - (8,313)
(21,494) - - - - (21,494)
150,390 - - - - 150,390
1,147 = - = = 1,147
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6. SEGMENTAL INFORMATION (CONTINUED)

Finance costs
Share of (loss) profit of
associates
— (Loss) profit after tax before
additional LAT
- Additional LAT attributable
to sales in previous years
Share of profit of jointly
controlled entities
- Profit after tax before
additional LAT
- Additional LAT attributable
to sales in previous years
- Additional LAT attributable
to sales in current year

Profit before taxation
Taxation

Profit for the year

HERENH
NEBR  NERE Saleof HitEE

Property  Property  construction Other 1 8 At
development  investment materials operations Eliminations Consolidated
TER TER TERT TERT TERT THER
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
(117,346)

(8,805) 4,159 - 565 - (4,081)
(1,923) - - - - (1,923)
16,453 54,429 - 735 - 71,617
(101,639) - - - - (101,639)
(12,430) - - - - (12,430)
374,380

(348,110)

26,270
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6. D EER #)

HERENR
NEER NERE Sale of HtrgE
Property Property  construction Other &
development  investment materials  operations  Consolidated
T THExL T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-BEXE+-A=+-H Balance sheet as at
EESfER 31st December, 2006
& ASSETS
NEEE Segment assets 4,678,652 3,175,353 782,063 145,771 8,781,839
i A-UNCIPA 3o Interests in associates 360,736 192,686 - (503) 552,919
RERBEHAE 2 Interests in jointly
ExR controlled entities 197,976 477,388 - 23,108 698,472
RSB LREEE Unallocated corporate assets 831,668
aftBEE Consolidated total assets 10,864,898
8 LIABILITIES
PEEE Segment liabilities 792,222 149,429 118,782 36,768 1,097,201
ReENBOEBE Unallocated corporate liabilities 3,416,520
AHEERE Consolidated total liabilities 4,513,721
BE-23/:Et-A=1-H  Otherinformation for the year
LEEzHEER ended 31st December, 2006
nx - BEREE Additions of property,
1 plant and equipment 4,105 3,935 9,307 4,840
FEREMER Additions of properties for
KEHER development and deposits
NE2RE for acquisition of
=hil properties for development 426,554 = - =
BRENER Additions of investment
KERENE properties and deposits for
ZIEREM acquisition of investment properties - 293,781 - =
FEREH Depreciation and amortisation 22,738 2,115 23,157 5,221
HEREHENE  BENRE (Gain) loss on disposal and write off
2 () B of property, plant and equipment 106 95 225 (774)

6. SEGMENTAL INFORMATION (CONTINUED)
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Income statement for the year
ended 31st December, 2005

TURNOVER
External sales
Inter-segment sales

Total

RESULTS

Segment results

Unallocated corporate
expenses

Other income

Fair value gain on transfer of
properties held for sale to
investment properties

Increase in fair value of
investment properties

Write-down of properties

Allowance for bad and
doubtful debts

Amortisation of properties
for development

Discount on acquisition of
additional interests in
subsidiaries

Finance costs

Share of (loss) profit of
associates

Share of profit of jointly
controlled entities

Impairment loss on interests
in associates

Profit before taxation
Taxation

Profit for the year

6. SEGMENTAL INFORMATION (CoNTINUED)

HERENH

NEBR  NERE Saleof HiEE
Property  Property  construction Other il At
development investment materials operations Eliminations Consolidated
TET TET TAT THEL THEL TET
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
940,207 56,445 347,342 53,106 = 1,397,100
= 2,095 23,954 (26,049) =
940,207 56,445 349,437 77,060 (26,049) 1,397,100
39,160 32,313 (10,131) (10,784) = 50,558
(36,799)
19,276 383 17,231 65,272 = 102,162
160,622 — - - - 160,622
- 132,285 - - - 132,285
(51,784) - - - - (51,784)
(5,891) (589) (11,263) (469) - (18,212)
(16,900) - - - - (16,900)
25,290 - - - - 25,290
(107,086)
(5,237) 19,915 - 444 = 15,122
59,996 20,910 - 1,219 — 82,125
(17,451) — - - - (17,451)
319,932
(117,399)
202,533
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6. 7EER (®# 6. SEGMENTAL INFORMATION (CONTINUED)

124

HEREMR
NELZR NERE Sale of A& E
Property Property  construction Other &
development  investment materials  operations  Consolidated
TAT TAT TAT TAT THL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=BZRE+=A=t-H Balance sheet as at
LEEBER 31st December, 2005
EE ASSETS
NEEE Segment assets 4414546 2,374,268 796,738 144,369 7,729,921
REERAIZER Interests in associates 373,060 181,259 - 181 554,500
RERED AR Interests in jointly
b 3 controlled entities 464,412 357,428 - 19,631 841,471
REDBLLFEE Unallocated corporate assets 775,072
affREE Consolidated total assets 9,900,964
g8f LIABILITIES
PEAR Segment liabilities 834,047 141,097 160,812 49,270 1,185,226
NN AE 3=V Unallocated corporate liabilities 3,642,747
AHBaRE Consolidated total liabilities 4,827,973
BZ-ZZRE+-B=1—H  Otherinformation for the year
LEEZEMER ended 31st December, 2005
nE BER Additions of property, plant
REBEM and equipment 2,857 1,236 39,847 1,639
FERREMER Additions of properties for
KRHER development and deposits for
NEZEE acquisition of properties for
1 development 304,669 - - -
REMEEM Additions of investment properties - 47,212 - -
FEREH Depreciation and amortisation 18,757 442 17,290 5,260
HERTHEDE  BER (Gain) loss on disposal and write off
Rz s BR of property, plant and equipment 63 - (73) 46
HEREME Loss on disposal of investment
ZBR properties - 1,190 - =
FrEETE&EHAMMNE  Substantially all the assets are located in the PRC.
o
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7. OTHER INCOME

2006 2005
FTHER TAT
HK$'000 HK$'000
Dividend income
— unlisted shares 684 326
— listed shares - 225
Interest income on bank deposits and receivables 25,253 8,994
Imputed interest income on
non-current interest-free receivables 7,612 7,393
Refund of PRC value-added tax 14,589 15,831
Income from a property
development project (note 27) 23,068 -
Increase in fair value of held-for-trading investments 659 1,786
Gain arising from changes in fair value
of financial liabilities 3,416 9,144
Tax refund for reinvestment of profits in the PRC 14,438 9,656
Net foreign exchange gains 16,869 4,883
Waiver of interest expenses accrued in prior years - 19,420
Others 21,888 24,504
128,476 102,162

8. GAIN ON DISPOSAL OF A JOINTLY CONTROLLED
ENTITY

During the year ended 31st December, 2006, the Group disposed of its entire
50% interest in and shareholder’s loan to a jointly controlled entity which is
established in the PRC and engaged in property development for a cash
consideration of HK$272,470,000, resulting in a gain on disposal of
HK$150,390,000.

9. DISCOUNT ON ACQUISITION OF ADDITIONAL
INTERESTS IN SUBSIDIARIES

During the year ended 31st December, 2006, the Group acquired an additional
5% interest in a subsidiary for a cash consideration of HK$594,000, after which
it becomes a wholly owned subsidiary of the Company. The subsidiary is
established in the PRC and engaged in property development. This acquisition
results in a discount on acquisition of HK$1,147,000.
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9. DISCOUNT ON ACQUISITION OF ADDITIONAL
INTERESTS IN SUBSIDIARIES (conTiINUED)

During the year ended 31st December, 2005,

(@) The Group acquired an additional 40% interest in a subsidiary for an
aggregate cash consideration of HK$19,263,000, after which it becomes
a wholly owned subsidiary of the Company. The subsidiary is established
in the PRC and engaged in property development and investment. This
acquisition results in a discount on acquisition of HK$15,873,000.

(b) The Group acquired additional 10% interests in two subsidiaries for an
aggregate cash consideration of HK$2,110,000, after which they become
wholly owned subsidiaries of the Company. Both subsidiaries are
established in the PRC and engaged in property development. These

acquisitions result in discount on acquisition of HK$9,417,000.

10. FINANCE COSTS

Interest on:
Bank loans and overdrafts
Loan notes (note 37(a))
Obligations under finance lease
Other loans
Other borrowing costs
Imputed interest expenses on non-current
interest-free borrowings

Less: amount capitalised on properties under
development
amount capitalised on property, plant
and equipment

KR BHEFEEFRAE Tian An China Investments Company Limited

2006 2005
FTER TAET
HK$'000 HK$'000
113,788 112,868
1,961 1,960

- 2

9,147 14,480
2,920 550
8,600 7,953
136,416 137,813
(19,070) (29,786)
- (941)
117,346 107,086
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10. FINANCE COSTS (CONTINUED)

Borrowing costs capitalised during the year arose on the general

borrowing pool and are calculated by applying a capitalisation rate of

6.3% (2005: 6.2%) to expenditure on qualifying assets.

11. TAXATION

2006 2005
FET FA& T
HK$'000 HK$'000
The charge (credit) comprises:
PRC Enterprise Income Tax and Land
Appreciation Tax
— current year provision 83,029 127,698
— (over) underprovision in prior years (1,495) 702
81,534 128,400
Deferred tax (note 41)
— Deferred tax before
additional LAT 85,159 (11,001)
— Additional LAT attributable to
sales in previous years 158,074 -
— Additional LAT attributable to
sales in current year 23,343 —
266,576 (11,001)
348,110 117,399
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inanCiaI Statements (For the year ended 31st December, 2006)

11. TAXATION (CONTINUED)

No provision for Hong Kong Profits Tax has been made as the group
companies operating in Hong Kong do not have any assessable profit
for both years. Certain of the Company’s subsidiaries operating in
the PRC are eligible for tax exemptions and concessions. The PRC
Enterprise Income Tax is calculated at the rates applicable to respective
subsidiaries.

The State Administration of Taxation (“SAT”) of the PRC issued
Guoshuifa [2006] No.187 dated 28th December, 2006, which has
become effective from 1st February, 2007, announcing its intention
to strengthen the mechanism for collection of LAT on property
developers, and authorising the local tax bureaux to issue detailed
implementation rules and procedures appropriate to local environment.
The Group has previously accounted for provisional LAT calculated
according to certain rates (varying from 0.5% to 3%) of sales amount
assessed by local tax bureaux. However, in order to minimise the
uncertainties in the accounts due to exposure to the additional LAT
liabilities, the Group has provided for LAT in the current year fully in
according to the requirements of SAT even though detailed
implementation rules and procedures are not issued by the relevant
local tax bureaux.
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11. TAXATION (CONTINUED)

The tax charge for the year can be reconciled to the profit per the consolidated
income statement as follows:

2006 2005
FTHERT THT
HK$'000 HK$'000
Profit before taxation 374,380 319,932
Tax at the domestic income tax rate of 33%
(2005: 33%) 123,545 105,578
Tax effect of share of loss (profit) of associates and
jointly controlled entities 15,990 (32,092)
Tax effect of expenses not deductible
for tax purpose 47,163 28,554
Tax effect of income not taxable
for tax purpose (20,275) (23,990)
Tax effect of tax losses and other deductible
temporary differences not recognised 62,428 47,162
Tax effect of utilisation of taxes losses and other deductible
temporary differences previously not recognised (18,395) (3,653)
Tax effect of entitlement to tax holiday and
concession by subsidiaries in the PRC - (1,924)
Effect of different tax rates of subsidiaries in the PRC (49,292) (4,122)
Land appreciation tax 188,089 2,678
(Over) underprovision in prior years (1,495) 702
Others 352 (1,494)
Tax charge for the year 348,110 117,399

Note:

The domestic tax rate (which is PRC Enterprise Income Tax rate) in the jurisdiction where the
operation of the Group is substantially based is used.
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12. PROFIT FOR THE YEAR

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

Depreciation of property, plant and equipment
Owned assets
Assets held under finance leases
Less: amount capitalised on properties under development

Amortisation of:
Intangible asset
Prepaid lease payments on land use rights
Properties for development

Total depreciation and amortisation

Auditors’ remuneration
Cost of inventories recognised as an expense
Net foreign exchange gains
Loss on disposal of investment properties
Loss on disposal and write-off of property,
plant and equipment
Loss on disposal of available-for-sale investments
Operating lease charges in respect of:
- land and buildings
- plant and machinery
Other rental expenses

ETEMH(REESMS) (A1:) Staff costs (including directors’ emoluments) (note)

FEHEBELRAREA(ERRE
PR 2 R (BE) &R

Share of tax of associates (included in share
of (loss) profit of associates)

fEMh R HI A B R IE (B 24 Share of tax of jointly controlled entities (included

FEFE M KRS A BDE A A)

KEEDEBRcEE KA
B MNERELRESWALZ
REMENERZER

Mt

BETBAVTEENGE TG
2% B 5 13 B B 5 46(ii) T #5 B8
WEBEBE B TETEERA
MIFERARAEZEZTZEEE A

o

in share of profit of jointly controlled entities)

Gross rental income from investment properties
Less: direct operating expenses from investment properties
that generated rental income during the year

Note:

|nanC|a| Statements (For the year ended 31st December,

2006 2005
FTERT FHET
HK$’000 HK$'000
32,219 26,850
5 8
(697) (1,100)
31,527 25,758
147 86
1,021 849
21,494 16,900
54,189 43,593
5,019 4,860
563,321 1,087,183
(16,869) (4,883)
- 1,190
339 249
1,786 =
7,816 12,515
1,346 601
585 1,256
86,549 77,954
1,478 8,023
134,413 15,624
(95,903) (56,445)
14,309 12,937
(81,594) (43,508)

The staff costs have excluded the apportionment of management fee as disclosed in note 13 and

note 46(ii) to the consolidated financial statements for certain directors as well as management

personnel who are not directors of the Company.
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13. DIRECTORS’ EMOLUMENTS

The emoluments paid or payable to each of the thirteen (2005: eleven)

directors were as follows:

Patrick Lee Seng Wei
Ng Qing Hai

Ma Sun

Edwin Lo King Yau

Li Chi Kong

Yasushi Ichikawa
Moses Cheng Mo Chi
Lisa Yang Lai Sum
Yuki Oshima

Francis J. Chang Chu Fai
Goodwin Gaw

Ngai Wah Sang

Xu Su Jing

2006

HEEBR  RAEF

Fek 2RE  HEHR

H #2355 Performance  Retirement

EZHe Salaries related benefits
Directors’ and other incentive scheme  #3f
fee benefits  payments contributions  Total
TEx THE=R TER TERL TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
10 453 - - 463
10 1,603 - 72 1,685
10 1,548 - 130 1,688
10 614 455 28 1,107
10 720 525 33 1,288
6 - - - 6
10 - - - 10
10 - - - 10
6 - - - 6
40 20 - - 60
10 - - - 10
60 20 - - 80
40 20 - - 60
232 4,998 980 263 6,473
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inanCiaI Statements (For the year ended 31st December, 2006)
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13. DIRECTORS’ EMOLUMENTS (CONTINUED)

2005
BEEEHE  RNER
HeER Z8Re  FEHHK
HA148 5 Performance  Retirement
EZWE  Salaries related benefits
Directors’ and other incentive scheme Bt

fee benefits  payments contributions Total

TELT TFTAR FEL TEL TERL

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

Patrick Lee Seng Wei 10 - - - 10
Ng Qing Hai 10 2,209 131 32 2382
Ma Sun 10 1,279 - 101 1,390
Edwin Lo King Yau 10 494 95 23 622
Li Chi Kong 10 735 130 34 909
Moses Cheng Mo Chi 10 - - - 10
Lisa Yang Lai Sum 10 - - - 10
Francis J. Chang Chu Fai 40 - - - 40
Goodwin Gaw 10 - - - 10
Ngai Wah Sang 60 - - - 60
Xu Su lJing 40 - - - 40
220 4,717 356 190 5,483

Certain directors of the Company received remuneration from a
company, or a wholly owned subsidiary of such company, which has
significant beneficial interests in the Company. Such company provided
management services to the Group and charged the Group a fee,
which has been included in management fee as disclosed in note
46(ii), for services provided by those directors as well as other
management personnel who were not directors of the Company.

The above-mentioned management fee commenced to be charged in
2005 and is calculated by reference to the time devoted by the
management personnel on the affairs of the Group and can be
apportioned to the directors mentioned above. The total of such
apportioned amounts, which has been included in the above table, is
HK$2,365,000 (2005: HK$1,448,000).
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14. EMPLOYEES' EMOLUMENTS

Of the five individuals with the highest emoluments in the Group, three

(2005: two) were directors of the Company whose emoluments are

included in note 13 above. The emoluments of the remaining two (2005:

three) individuals were as follows:

2006 2005
THR FHT
HK$'000 HK$'000
Salaries and other benefits 1,530 2,560
Performance related incentive payments 590 -
Retirement benefits scheme contributions 77 140
Compensation for loss of office paid 575 -
2,772 2,700

Their emoluments were within the following bands:
2006 2005
EE®A EE#HA
Number of Number of
employees employees
Nil to HK$1,000,000 - 2
HK$1,000,001 to HK$1,500,000 2 1

The remuneration policies of the Group are based on the prevailing

remuneration level in the market and the performance of respective

group companies and individual employees. During both years, no

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

as an inducement to join or upon joining the Group.
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Notes to the Consolidated

|nanC|a| Statements (For the year ended 31st December, 2006)

15. DIVIDEND

2006 2005
FET FA& T
HK$'000 HK$'000
Proposed final dividend of
HK2.5 cents per share (2005: nil) 28,232 -

16. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable to the
ordinary equity holders of the Company is based on the following data:

2006 2005
THET TAET
HK$'000 HK$'000
Earnings
Earnings for the purposes of basic and diluted
earnings per share (Profit for the year attributable
to equity holders of the Company) 51,496 202,540
2006 2005
Number of shares
Weighted average number of ordinary shares for
the purpose of basic earnings per share 1,042,467,178 875,469,918
Effect of dilutive potential ordinary shares:
— Warrants 9,076,783 =
Weighted average number of ordinary shares for
the purpose of diluted earnings per share 1,051,543,961 875,469,918

The computation of diluted earnings per share for both years does not assume the
exercise of the outstanding share options of a subsidiary as the exercise price was
higher than the average market price per share.

The computation of diluted earnings per share for the year ended 31st December,
2005 does not assume the exercise of the Company’s outstanding warrants as the
exercise price was higher than the average market price per share.
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16. EARNINGS PER SHARE (CONTINUED)

Effect of additional LAT on profit attributable to

equity holders of the Company:

Profit attributable to equity holders of the

Company before provision for additional LAT

Additional LAT attributable to sales
in previous years
— the Group
— an associate
— jointly controlled entities

Additional LAT attributable to sales
in current year
— the Group
— jointly controlled entities

Provision for additional LAT shared
by minority interests

Profit attributable to equity holders of the
Company after provision for additional LAT

Earnings per share before provision
for additional LAT
Effect of provision for additional LAT

Earnings per share after provision
for additional LAT

2006
TERT
HK$'000

334,563

(158,074)
(1,923)

(101,639)

(261,636)

(23,343)

(12,430)

(35,773)

14,342

51,496

=N
Basic
Al
HK cents

BE
Diluted
Al
HK cents

32.1

(27.2)

31.8

(26.9)

4.9

4.9
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17. PROPERTY, PLANT AND EQUIPMENT

THE GROUP

cosT

At 1st January, 2005

Exchange adjustments

Additions

Transferred from properties under
development upon completion

Transferred from properties held for sale

Reclassifications

Disposals and write-off

At 31st December, 2005

Exchange adjustments

Additions

Surplus on revaluation of properties
upon transfer to investment properties

Transferred from properties held for sale

Reclassifications

Disposals and write-off

Transferred to investment properties

At 31st December, 2006

DEPRECIATION

At 1st January, 2005

Exchange adjustments

Provided for the year

Eliminated on disposals and write-off

At 31st December, 2005

Exchange adjustments

Provided for the year

Eliminated on revaluation

Eliminated on disposals and write-off

At 31st December, 2006

CARRYING VALUES
At 31st December, 2006

At 31st December, 2005

fEE EHE k8-
BEZHE  BEZRE  PHENZ BRERE
BHEF BhE: BEARS Leasehold
Buildings in Buildings Golf improvements,
HongKong  inthePRC  course on HEIR KERME  fumniture, RE

on medium-  on medium- medium-  Construction Plantand fixtures and Motor &zt

termlease  termlease  termlease  inprogress  machinery  equipment vehicles Total

TEx TEr TEx TEr TEx TEr TEx TEr

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

413 165,365 93,024 169,597 245,789 36,809 26,944 737,941

= 4,195 1,516 3,384 5496 766 343 15,700

- 549 - 35218 2,379 4,795 3,067 46,008

- 13,743 - - - - - 13,743

- 14,277 - - - - - 14,277

= 68,577 = (201,188) 132,574 37 = =

- (833) - - (35) (335) (1,794) (2,997)

413 265,873 94,540 7,01 386,203 42,012 28,560 824,672

= 11,739 3,781 56 17,311 885 921 34,693

- 1,502 3,590 4,423 1,817 5,746 7,996 25,074

- 1,786 - - - - - 1,786

- 15,509 - - - - - 15,509

- 6,229 - (11,210) 4,981 - - -

- (2,104) - (5 (52) (3,057) (4,307) (9,525)

= (6,800) = = = = = (6,800)

413 293,734 101,911 215 410,260 45,646 33,170 885,409

154 48,329 868 = 140,392 23,307 16,909 229,959

- 1,003 40 - 2,816 597 177 4,633

10 6,012 2,854 = 10,476 3,603 3,903 26,858

- (158) - - 27 (163) (1,482) (1,830)

164 55,186 3,762 - 153,657 27,344 19,507 259,620

= 2,580 210 = 6,995 425 480 10,690

9 8,367 2,991 - 14,532 3,224 3,101 32,224

- (2,354) = - - - = (2,354)

- (399) - - (17 (1,811) (3,356) (5,583)

173 63,380 6,963 = 175,167 29,182 19,732 294,597

240 230,354 94,948 215 235,093 16,464 13,438 590,812

249 210,687 90,778 7,01 232,546 14,728 9,053 565,052

At 31st December, 2005, the carrying value of the Group’s leasehold improvements, furniture,
fixtures and equipment included an amount of HK$5,000 in respect of assets held under

finance leases.
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17. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

THE COMPANY

COST

At 1st January, 2005
Additions

Disposals and write-off

At 31st December, 2005
Additions
Disposals and write-off

At 31st December, 2006

DEPRECIATION
At 1st January, 2005
Provided for the year

At 31st December, 2005

Provided for the year

Eliminated on disposals
and write-off

At 31st December, 2006

CARRYING VALUES
At 31st December, 2006

At 31st December, 2005

£15 - ERARRE

Leasehold
improvements, RE
furniture, fixtures Motor Bar
and equipment vehicles Total
FHET FET FET
HK$'000 HK$'000 HK$'000
16,426 6,373 22,799
396 - 396
(2) = (2)
16,820 6,373 23,193
775 877 1,652
(2,031) (1,826) (3,857)
15,564 5,424 20,988
13,965 6,088 20,053
951 231 1,182
14,916 6,319 21,235
546 112 658
(1,047) (1,826) (2,873)
14,415 4,605 19,020
1,149 819 1,968
1,904 54 1,958
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Notes to the conSOIidated FinanCiaI Statements (For the year ended 31st December, 2006)

18. REW =% 18.INVESTMENT PROPERTIES
rEE
THE GROUP
2006 2005
TERT TFAET
HK$'000 HK$'000
NAEE FAIR VALUE
®n—H—H At 1st January 2,305,922 1,214,400
TEH T Exchange adjustments 101,103 21,249
BE Additions 259,781 47,272
A% TR 44 B R AR ) 2 Transferred from properties under

(LN development upon completion - 557,941
REEMEEA Transferred from properties held for sale 62,841 344,327
HmE - BEREZHE Transferred from property,

(2N plant and equipment 6,800 =
H & Disposals (5.353) (11,552)
BRRMEEANZ AR EE Net increase in fair value recognised

N 58 in the income statement 311,706 132,285
R+tZA=+—H At 31st December 3,042,800 2,305,922
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18. INVESTMENT PROPERTIES (CONTINUED)

The fair value of the Group’s investment properties at 31st December,
2006 have been arrived at on the basis of a valuation carried out on that
date by Norton Appraisals Limited, a firm of independent and qualified
professional valuers not connected with the Group. Norton Appraisals
Limited have appropriate qualifications and recent experiences in the
valuation of similar properties in the relevant locations. The valuation,
which conforms to The Hong Kong Institute of Surveyors Valuation
Standards on Properties (1st Edition) published by the Hong Kong Institute
of Surveyors, was based on rental capitalisation.

Investment properties are all located in the PRC and comprise properties

held under:
KEEH

THE GROUP
2006 2005
FET TH T
HK$’000 HK$'000
Long lease 633,400 76,700
Medium-term lease 2,409,400 2,229,222

3,042,800 2,305,922
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inanCiaI Statements (For the year ended 31st December, 2006)

19.INTANGIBLE ASSET

THE GROUP

COST

Additions and at 31st December, 2005
Exchange adjustments

At 31st December, 2006

AMORTISATION

Charge for the year and at
31st December, 2005

Exchange adjustments

Charge for the year

At 31st December, 2006

CARRYING VALUE
At 31st December, 2006

At 31st December, 2005

RuRAE
Mining right
FERT
HK$'000

7,099
284

7,383

86

147

241

7,142

7,013

The mining right has a definite useful life and is amortised on a straight-

line basis over 50 years.
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20. PROPERTIES FOR DEVELOPMENT

PROPERTIES IN THE PRC, AT COST

Balance at 1st January

Exchange adjustments

Additions

Transferred from deposits for acquisition of
properties for development

Transferred from properties under development

Transferred to properties under development

Charge to income statement

Balance at 31st December

AMORTISATION AND IMPAIRMENT

Balance at 1st January

Exchange adjustments

Amortisation for the year

Impairment loss recognised for the year
Transferred from properties under development
Transferred to properties under development

Balance at 31st December

CARRYING VALUES

The Group's properties for development
comprise:

Leasehold land in the PRC
Long lease
Medium-term lease

A&RH

THE GROUP
2006 2005
TER TAT
HK$"000 HK$°000
1,221,379 939,340
34,006 11,890
167,193 51,260
- 321,270
102,290 -
- (102,381)
(13,089) -

1,511,779 1,221,379

59,656 42,980
2,287 =
21,494 16,900
11,479 =
1,612 =
- (224)
96,528 59,656

1,415,251 1,161,723

1,176,763 931,331
238,488 230,392
1,415,251 1,161,723
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Notes to the conSOIidated FinanCiaI Statements (For the year ended 31st December, 2006)
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21. PREPAID LEASE PAYMENTS ON LAND USE
RIGHTS

AEB
THE GROUP
FERT THT
HK$’000 HK$'000
The Group's prepaid lease payments
on land use rights comprise:
Leasehold land in the PRC
Medium-term lease 35,174 32,243
Analysed for reporting purposes as:
Non-current asset 34,138 31,319
Current asset 1,036 924
35,174 32,243
22.INTERESTS IN SUBSIDIARIES
PN
THE COMPANY
2006 2005
FET FH& T
HK$'000 HK$'000
Unlisted investments 2,354,556 1,965,793
Amounts due from subsidiaries 1,893,282 1,653,092
Less: accumulated impairment (87,700) (116,034)

4,160,138 3,502,851

Details of the principal subsidiaries at 31st December, 2006 are set out
in note 48. The subsidiaries are not expected to repay the advances
within twelve months from the balance sheet date and the balances are
classified as non-current.
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23.INTERESTS IN ASSOCIATES

AEE
THE GROUP
2006 2005
TERT T T
HK$'000 HK$'000
Cost of investment in unlisted associates 431,183 431,183
Share of post-acquisition profits and losses
and reserves, net of dividends received 103,915 103,120
Amounts due from associates 5,651 9,440
Less: allowance for doubtful debts (199) (3,431)
540,550 540,312
Notes:

(@) Details of the principal associates at 31st December, 2006 are set out in
note 49. The associates are not expected to repay the advances within
twelve months from the balance sheet date and the balances are classified
as non-current.

(b) Included in the cost of investment in associates is goodwill of HK$874,000
(2005: HK$874,000) arising on acquisitions of associates in prior years.

(c) Impairment loss on interests in associates in prior year represented a write-
down of the carrying amount of interests in associates to their recoverable
amount based on the estimated net selling price.
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23.INTERESTS IN ASSOCIATES (CONTINUED)

The summarised financial information in respect of the Group’s associates

is set out below:

Total assets
Total liabilities
Minority interests
Net assets

Turnover

(Loss) profit for the year

KR BHEFEEFRAE Tian An China Investments Company Limited

2006 2005
FER THET
HKS$’000 HK$'000
2,066,860 2,590,474
(604,510) (1,129,750)
(119,643) (110,473)
1,342,707 1,350,251
71,238 71,060
(7,689) 68,590
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(b) MNHERZEHDEIKREZKEBERBAE
FERBAREHRARMELEZEE
409,000/ 7T (Z T Z R4 : 409,000/
) ©

24.INTERESTS IN JOINTLY CONTROLLED ENTITIES

Cost of investment in unlisted
jointly controlled entities (note b)
Share of post-acquisition profits and losses
and reserves, net of dividends received
Amounts due from jointly
controlled entities
Less: allowance for doubtful debts

Cost of investment in an unlisted
jointly controlled entity

Amounts due from jointly
controlled entities

Notes:

A KM
THE GROUP
2006 2005
T8 FHT
HKS$’000 HK$'000
474,337 473,637
136,314 223,863
59,058 57,961
(38,607) (38,607)
631,102 716,854
AR
THE COMPANY
2006 2005
T8 Fi
HK$°000 HK$'000
4,333 4,333
1,587 1,543
5,920 5,876

(a) Details of the principal jointly controlled entities at 31st December, 2006 are
set out in note 50. The jointly controlled entities are not expected to repay

the advances within twelve months from the balance sheet date and the

balances are classified as non-current.

(b) Included in the cost of investment of jointly controlled entities is goodwill of
HK$409,000 (2005: HK$409,000) arising on acquisitions of jointly controlled

entities in prior years.
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24.INTERESTS IN JOINTLY CONTROLLED ENTITIES

(CONTINUED)

The summarised financial information in respect of the Group’s jointly

controlled entities is set out below:

Total assets
Total liabilities
Minority interests
Net assets

Turnover

(Loss) profit for the year

25. AVAILABLE-FOR-SALE INVESTMENTS

Unlisted equity securities

2006 2005
FET T
HK$'000 HK$'000
2,825,215 2,167,488
(1,696,688) (862,191)
(6,182) (5,635)
1,122,345 1,299,662
371,995 457,796
(82,681) 164,523
REE

THE GROUP
2006 2005
FET FET
HK$'000 HK$'000
3,306 3,202

Unlisted equity securities represent investments in founders’ shares issued
by the entities established in the PRC. The fair value of the Group’s
unlisted equity securities at the balance sheet date, determined based on

the present value of the estimated dividend recovered discounted using

the prevailing market rate at the balance sheet date, approximates the

carrying amount of the investments.
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26. GOODWILL AND IMPAIRMENT TESTING ON
GOODWILL

As explained in note 6, the Group uses business segment as its primary
segment for reporting segment information. For the purpose of
impairment testing, goodwill has been allocated to two individual cash-
generating units (“CGUs”), including one subsidiary in property
development segment and one subsidiary in sale of construction materials
segment. The carrying amounts of goodwill as at 31st December, 2006

allocated to these units are as follows:

2006 2005

FERT FHT

HK$’000 HK$'000

Property development 640 640
Sale of construction materials 38,746 38,746
39,386 39,386

The basis of the recoverable amount of the relevant business unit in the
sale of construction materials segment and its major underlying
assumptions are summarised below:

The recoverable amounts of the business unit in the sale of construction
materials segment are determined from value in use calculations. The
key assumptions for the value in use calculations are those regarding the
discount rates, growth rates and expected changes to selling prices and
direct costs during the forecasted period. Management estimates discount
rates of 8.56% (2005: 9.49%), using pre-tax rates that reflect current
market assessments of the time value of money and the risks specific to
the business unit. Changes in selling prices and direct costs are based on
past practices and expectations of future changes in the market.

The Group prepares cash flow forecasts derived from the most recent
financial budgets approved by management covering a five-year period
and extrapolates cash flows of the business unit for the following nine
years using zero growth rate.

During the year ended 31st December, 2006, management of the Group

determines that there are no impairments of any of its CGUs containing
goodwill.
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27.INSTALMENTS RECEIVABLE

Instalments receivable arising from sale of property for development in
prior years to the extent of HK$81,274,000 (2005: HK$87,181,000) is
interest free and repayable based on the progress of development and
sale of a property project. In addition to the consideration, the Group is
entitled to share part of the profit from this project.

28.INVENTORIES OF PROPERTIES IN THE PRC

Included in inventories of properties in the PRC are completed properties
of HK$2,252,000 (2005: HK$5,354,000) transferred from trade debtors
in lieu of cash settlement.

29. OTHER INVENTORIES

AEH

THE GROUP
2006 2005
FERT FH T
HK$'000 HK$’000
Raw materials 22,884 25,455
Work in progress 3,266 1,879
Finished goods 12,416 7,595
38,566 34,929
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30. LOANS RECEIVABLE

At 31st December, 2006, loans receivable of HK$40,650,000 (2005:
HK$40,650,000) bear interests at 20% (2005: 20%) per annum, are
secured and repayable in July 2007. Loans receivable of HK$8,792,000
(2005: HK$8,792,000) bear interest at prime rate (2005: prime rate), are
secured and repayable in February 2007. Loan receivable of
HK$12,689,000 (2005: nil) bear interest at prime rate plus 1% per annum,
are unsecured and repayable in January 2007. At 31st December, 2005,
loan receivable of HK$12,273,000 bore interest at 12% per annum, was
secured and repaid in 2006.

31. TRADE AND OTHER RECEIVABLES

Rental receivable from tenants are payable on presentation of invoices.
The Group generally allows a credit period of 30 to 120 days to property
purchasers and other customers. The following is an aged analysis of
trade receivables, which are included in trade and other receivables,
deposits and prepayments, at the balance sheet date:

rEH

THE GROUP
2006 2005
FET FAT
HK$’000 HK$'000
Not yet due 59,187 69,121
Overdue within 3 months 150,743 204,031
Overdue between 4 and 6 months 28,623 37,239
Overdue between 7 and 12 months 19,697 16,333
Overdue over 12 months 34,107 31,127
292,357 357,851
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32. HELD-FOR-TRADING INVESTMENTS

AEE
THE GROUP

2006 2005

FHET FH T

HK$'000 HK$'000

Equity securities listed outside Hong Kong 1,659 1,000

Unlisted equity securities 4,940 8,787

Unlisted debt securities 4,980 -

11,579 9,787

Equity securities listed outside Hong Kong are stated at fair value which
is determined based on the quoted market bid price available on the
relevant exchanges.

Unlisted equity securities represent investments in founders’ shares issued
by the entities established in the PRC. The fair value of the Group’s
unlisted securities at the balance sheet date, determined based on the
present value of the estimated interest or dividend recovered discounted
using the prevailing market rate at the balance sheet date, approximates
the carrying amount of the investments.

33. NON-CURRENT ASSETS HELD FOR SALE

KEH

THE GROUP
2006 2005
FET T
HK$'000 HK$'000

The assets classified as held
for sale are as follows:

Interest in a jointly controlled entity (note a) - 123,338
Available-for-sale investments (note b) - 62,667
Total assets classified as held for sale - 186,005
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33. NON-CURRENT ASSETS HELD FOR SALE

(CONTINUED)

During the year ended 31st December, 2005,

(a)

(b)

The Group entered into a disposal agreement with a joint venture
partner of a jointly controlled entity in relation to the disposal of
the Group’s entire 50% interest in and shareholder’s loan to such
jointly controlled entity for a cash consideration of HK$272,470,000.
The net proceeds from disposal were expected to exceed the net
carrying amount of the relevant assets and accordingly, no
impairment loss had been recognised. At the same time, the Group
also entered into another disposal agreement with the same joint
venture partner in relation to the disposal of its available-for-sale
investment for a cash consideration of HK$19,750,000. Both
disposals were pending approval from the relevant PRC government
authorities at 31st December, 2005. The disposals were completed
during the year ended 31st December, 2006. The jointly controlled
entity is classified in the Group’s property development activity for
segment reporting purposes.

The Group entered into a disposal agreement with a third party in
relation to the disposal of interest in a subsidiary of which the sole
asset was an available-for-sale investment for a cash consideration
of RMB41,000,000 (equivalent to HK$39,423,000). The disposal was
completed during the year ended 31st December, 2006. The fair
value of this available-for-sale investment as at 31st December, 2005
was determined with reference to the cash consideration as
mentioned above.
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inanCiaI Statements (For the year ended 31st December, 2006)

34. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables, which are included
in trade and other payables, at the balance sheet date:

KEH

THE GROUP
2006 2005
FET T& T
HK$’000 HK$'000
Not yet due 295,011 409,339
Overdue within 3 months 116,265 228,118
Overdue between 4 and 6 months 44,360 14,755
Overdue between 7 and 12 months 80,760 6,948
Overdue over 12 months 77,646 139,014
614,042 798,174

35. SHARE CAPITAL
REERKDTF

THE GROUP AND
THE COMPANY

EERROEE [ENE
Number of Nominal
ordinary shares value
FAET
HK$'000
Authorised:
Ordinary shares of HK$0.20 each at
31st December, 2005 and 31st
December, 2006 2,000,000,000 400,000
Issued and fully paid:
At 1st January, 2005 and 31st
December, 2005 875,469,918 175,094
Shares issued under the placing and
subscription 175,000,000 35,000
Shares issued on exercise of warrants 78,800,000 15,760
At 31st December, 2006 1,129,269,918 225,854
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35. SHARE CAPITAL (CONTINUED)
Ordinary shares

Pursuant to a placing agreement dated 6th April, 2006 made between
Sun Hung Kai & Co. Limited (“SHK"), a substantial shareholder of the
Company, and the placing agent, SHK placed 175,000,000 existing shares
of HK$0.20 each in the Company to independent investors at a price of
HK$5.10 per share, representing a discount of approximately 6% to the
closing market price of the Company’s shares on 4th April, 2006.

Pursuant to a subscription agreement of the same date made between
SHK and the Company, SHK subscribed for 175,000,000 new shares of
HK$0.20 each in the Company at a price of HK$5.10 per share. The
proceeds were used to fund a property development project, to reduce
overall borrowings and to provide general working capital for the Group.
These new shares were issued under the general mandate granted to the
directors of the Company at the annual general meeting of the Company
held on 12th May, 2005 and rank pari passu with other shares in issue
in all respects.

During the year ended 31st December, 2006, 78,800,000 shares of
HK$0.20 each were issued at HK$2.75 per share for cash as a result of
the exercise of warrants by the warrantholder. The new shares rank pari
passu with other shares in issue in all respects.
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35. SHARE CAPITAL (CONTINUED)
Warrants

Upon completion of the warrants instrument entered into between
the Company and a subscriber on 24th December, 2004, the Company
issued 5 new unlisted warrants conferring rights to subscribe for up
to 78,800,000 new shares at the following subscription prices:

(a) at the price of HK$2.25 (subject to adjustments) in respect of
each share if exercised during the first six-month period
commencing from the issue date of 24th December, 2004;

(b) at the price of HK$2.50 (subject to adjustments) in respect of
each share if exercised during the second six-month period
commencing from the issue date of 24th December, 2004; and

(c) at the price of HK$2.75 (subject to adjustments) in respect of
each share if exercised during the third six-month period
commencing from the issue date of 24th December, 2004, with
such period to end on the expiry date of 23rd June 2006.

The Company has received a sum of US$1,000,000 (which is equivalent
to approximately HK$7,800,000) as consideration for the issue of
warrants. The Company had made application to the Stock Exchange
for the listing of, and permission to deal in, the shares to be allotted
and issued upon the exercise of the subscription rights attached to
the warrants. Under the terms and conditions of warrants instrument,
should the approval for the listing of such shares not be obtained by
the Company on or before 31st March, 2005, the warrants will be
returned to the Company for cancellation and will cease to be of any
effect and the Company will refund the sum of US$1,000,000 (without
interest) to the subscriber. During the year ended 31st December,
2005, the Company has obtained the approval for the listing of and
permission to deal in such shares.

As abovementioned, during the year ended 31st December, 2006,
the warrantholder exercised its rights attached to the warrants. As a
result, at 31st December, 2006, the Company had no outstanding
(2005: 5) warrants.
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35. SHARE CAPITAL (CONTINUED)
Share Option Scheme of the Company

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed by the Company’s shareholders on
27th January, 1999 for the primary purpose of providing incentives
to eligible employees (including executive directors), and will expire
on 26th January, 2009. Under the Scheme, the Board of Directors of
the Company may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for shares
in the Company.

The maximum number of shares in respect of which options may be
granted under the Scheme is not permitted to exceed 10% of the
shares of the Company in issue at the date of grant excluding any
shares issued pursuant to the Scheme. The number of shares in respect
of which options may be granted to any eligible employee is not
permitted to exceed 25% of the total number of shares of the
Company issued and issuable under the Scheme.

A consideration of HK$10 is payable on the grant of an option.
Options granted must be held for a minimum period of six months
before they can be exercised. A maximum of 50% of the options
may be exercised during the first to sixth month of the 2-year
exercisable period (commencing on the expiry of six months after the
date of grant) and the remaining 50% are exercisable during the
thirteenth to twenty-fourth month of the 2-year period. If no option
or less than 50% of the options are exercised during the first to sixth
month, these unexercised options can be carried forward to the
thirteenth to twenty-fourth month.

The exercise price is determined by the directors of the Company,
and will not be less than the higher of the nominal value of the
Company’s shares or 80% of the average closing price of the shares
on the Stock Exchange for the five business days immediately
preceding the date of the grant.

No options were granted nor were exercised during the year ended
31st December, 2006 and 2005.
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35. SHARE CAPITAL (CONTINUED)

Share Option Scheme of Shanghai Allied Cement
Limited (“SAC")

A share option scheme (the “SAC Scheme”) was adopted by SAC, a
subsidiary of the Company, pursuant to a resolution passed on 23rd
May, 2002 for the primary purpose of providing the participants with
the opportunity to acquire proprietary interests in SAC and to
encourage participants to work towards enhancing the value of SAC
and its shares for the benefit of SAC and its shareholders as a whole.
The SAC Scheme will expire on 22nd May, 2012.

The total number of shares in respect of which options may be granted
under the SAC Scheme and any other schemes is not permitted to
exceed 10% of the shares of SAC in issue at the date of shareholders’
approval of the SAC Scheme (the “Scheme Mandate Limit”) or, if
such 10% limit is refreshed, at the date of shareholders” approval of
the renewal of the Scheme Mandate Limit. The maximum aggregate
number of shares, which may be issued upon the exercise of all
outstanding options granted and yet to be exercised under the SAC
Scheme and any other share option schemes, must not exceed 30%
of the total number of shares of SAC in issue from time to time. The
number of shares in respect of which options may be granted to any
individual in any one year is not permitted to exceed 1% of the
shares of SAC then in issue, without prior approval from the
shareholders of SAC. Each grant of options to any director, chief
executive or substantial shareholder must be approved by independent
non-executive directors. Where any grant of options to a substantial
shareholder or an independent non-executive director or any of their
respective associates would result in the shares of SAC issued and to
be issued upon exercise of options already granted and to be granted
in excess of 0.1% of the issued share capital of SAC and with a value
in excess of HK$5,000,000 in the 12-month period up to the date of
grant must be approved in advance by the shareholders of SAC.

Options granted must be taken up within 21 days from the date of
grant, upon payment of HK$10 per option. An option may be exercised
in accordance with the terms of the SAC Scheme at any time during
the effective period of the SAC Scheme to be notified by the board
of directors which shall not be later than 10 years from the date of
grant. The exercise price is determined by the directors of SAC, and
will not be less than the higher of the closing price of the shares of
SAC on the date of grant, and the average closing price of the shares
on the Stock Exchange for the five business days immediately
preceding the date of grant.
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35. SHARE CAPITAL (CONTINUED)

Share Option Scheme of Shanghai Allied Cement Limited
("SAC") (continued)

The following table shows movement in the share options of SAC granted under
the SAC Scheme during the year ended 31st December, 2005 and 2006:

R-221F R-BFAF
R-2BEF +-A=+-8 R-FBEF +-A=+-8B R-BEAF R-BERF
-B-B  LtEER%R tZA=t-B  LEEA%X tZA=t-B +ZA=t-A

fef SR AT B Lapsed e 17 6 Lapsed EEERTE fef SR AT
Z8H during the ZYE during the Cancelled during Z8H
Outstanding year ended Outstanding year ended  the year ended Outstanding
at 1/1/2005 31/12/2005 at 31/12/2005 31/12/2006 31/12/2006 at 31/12/2006
4,600,000 = 4,600,000 = (4,600,000 =
17,100,000 (600,000) 16,500,000 (1,600,000) (13,400,000) 1,500,000
21,700,000 (600,000) 21,100,000 (1,600,000) (18,000,000) 1,500,000

The outstanding share options as at 31st December, 2006 are held by an ex-
employee of SAC.

The options are exercisable from 28th January, 2004 to 27th July, 2013 with an
exercise price of HK$0.70.
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inanCiaI Statements (For the year ended 31st December, 2006)

36. RESERVES

THE GROUP

Other reserves comprise a reserve fund and an enterprise expansion fund
of the subsidiaries in the PRC and the fair value adjustment on properties
arising from acquisition of additional interests in subsidiaries. The reserve
fund is to be used to expand the enterprise’s working capital. When the
enterprise suffers losses, the reserve fund may be used to make up
unrecovered losses under special circumstances. The enterprise expansion
fund is to be used for business expansion and, if approved, can also be
used to increase capital.

The remittance outside of the PRC of accumulated profits of the
subsidiaries, associates and joint ventures established in the PRC is subject
to approval of the local authorities and the availability of foreign currencies
generated and retained by these companies.

Revaluation reserves

NEEfREE REEMERE

Property  Investment
revaluation  revaluation @t
reserve reserve Total
FHET FHET THET
HK$'000 HK$'000 HK$'000
At 1st January, 2005 - (23,244) (23,244)
Gain on fair value changes of
available-for-sale investments - 24,011 24,011
At 31st December, 2005 - 767 767
Surplus on revaluation of properties
upon transfer to investment
properties (net of tax) 3,519 - 3,519
Transfer to profit or loss on sale
of available-for-sale investments - (1,516) (1,516)
At 31st December, 2006 3,519 (749) 2,770
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36. RESERVES (CONTINUED)

THE COMPANY

R gXEE
kARE  EARE AR 1]
Share Special ~ BERREE Capital ~ EiH&E#H
premium capital Warrant redemption Accumulated gt
account reserve reserve reserve profits Total

TR THET TR TR TR TR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000

At 1st January, 2005 357,164 1,417,669 - 130,691 1,709,637 3,615,161
Issue of warrants - - 7,800 - - 7,800
Profit for the year - - - - 111,357 111,357
At 31st December, 2005 357,164 1,417,669 7,800 130,691 1,820,994 3,734,318
Issue of shares 1,058,440 - - - - 1,058,440
Share issue expenses (31,446) - - - - (31,446)

Transfer of warrant reserve to

share premium account upon

the exercise of warrants 7,800 - (7,800) - - -
Profit for the year - - - - 425,706 425,706
At 31st December, 2006 1,391,958 1,417,669 - 130,691 2,246,700 5,187,018

The Company'’s reserves available for distribution to shareholders as at 31st December,
2006 represent the accumulated profits of HK$2,246,700,000 (2005:
HK$1,820,994,000). When sanctioning a reduction in nominal value of the Company’s
shares in 2004, the High Court of the Hong Kong Special Administrative Region
stipulated that the credit arising on the reduction be transferred to a special capital
reserve, and that reserve was not to be regarded as distributable until all of the
liabilities of the Company as at the date of the order, 9th March, 2004, were
settled. At 31st December, 2006, liabilities of the Company included HK$95,511,000
(2005: HK$245,011,000) in respect of liabilities in existence at 9th March, 2004.
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37.INTEREST-BEARING BORROWINGS

Bank overdrafts
Bank loans

Loan notes (note a)
Obligations under finance lease
Other loans (note b)

Secured
Unsecured

Carrying amount repayable:
On demand or within one year
More than one year, but not
exceeding two years
More than two years, but not
exceeding five years
More than five years

Less: Amounts due within
one year shown under
current liabilities

r&H ARAH

THE GROUP THE COMPANY
2006 2005 2006 2005
TERT TET TR TR
HK$'000 HK$'000 HK$’'000 HK$'000
16,005 66,334 126 21,518
1,861,362 1,785,337 160,000 179,500
1,877,367 1,851,671 160,126 201,018
78,405 78,405 78,405 78,405
- 5 - -
21,846 349,583 - =
1,977,618 2,279,664 238,531 279,423
1,614,584 1,541,725 150,000 140,000
363,034 737,939 88,531 139,423
1,977,618 2,279,664 238,531 279,423
712,841 1,532,320 50,126 201,018
519,127 433,668 118,405 =
656,988 215,642 70,000 78,405
88,662 98,034 - =
1,977,618 2,279,664 238,531 279,423
(712,841)  (1,532,320) (50,126) (201,018)
1,264,777 747,344 188,405 78,405
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37.INTEREST-BEARING BORROWINGS (CONTINUED)

Notes:

(a) Loan notes with an aggregate principal amount of HK$78,405,000, which
were issued by the Company as part of the consideration of the repurchase
of shares of the Company during the year ended 31st December, 2003,
carry interest at 2.5% per annum and are repayable on 29th August, 2008.

(b) At 31st December, 2005, other loans of HK$245,000,000 carried interest at
prime rate plus 1% per annum, were secured and repaid in 2006. Other
loans of HK$67,308,000 carried interest at 6.7% per annum, were secured

and repaid in 2006. The remaining other loans carried interest at market

rate, were unsecured and repayable within twelve months from the balance

sheet date.

The exposure of the Group’s fixed-rate borrowings and the contractual
maturity dates (or repricing dates) are as follows:

Fixed-rate borrowings:

Within one year

In more than one year but not more
than two years

In more than two years but not
more than three years

In more than four years but not
more than five years

In more than five years

2006 2005
FTER TR
HK$°000 HK$'000
561,519 862,548
433,405 336,538
60,000 155,328
250,000 =
5,376 5,376
1,310,300 1,359,790

In addition, the Group has variable-rate borrowings which carry interest

at HIBOR. Interest is repriced every one month.
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37.INTEREST-BEARING BORROWINGS (CONTINUED)

The ranges of effective interest rates (which are also equal to contracted interest
rates) on the Group's borrowings are as follows:

2006 2005

Effective interest rate:
2.50% to 10.50%
2.12% to 8.00%

2.50% to 10.50%
5.02% to 9.25%

Fixed-rate borrowings
Variable-rate borrowings

The carrying amounts of the Group's interest-bearing borrowings are denominated
in the following currencies:

ik

AR #® Hong Kong ES B
Renminbi dollars US dollars Total
T T FA T FH& T T T
HK$'000 HK$'000 HK$'000 HK$'000

2006
Bank overdrafts - 16,005 - 16,005
Bank and other loans 1,463,446 472,341 25,826 1,961,613
1,463,446 488,346 25,826 1,977,618

2005
Bank overdrafts - 66,334 - 66,334
Bank and other loans 1,428,454 755,185 29,691 2,213,330
1,428,454 821,519 29,691 2,279,664

During the year, the Group obtained new loans in the amount of HK$1,476,146,000.
The loans bear interest at market rates and will be repayable in or before 2012.
The proceeds were used to finance operating activities of the Group.
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38.INTEREST-FREE BORROWINGS

gL | b NG|
THE GROUP THE COMPANY
2006 2005 2006 2005
THERT FET FHET TAET
HK$’000 HK$'000 HK$'000 HK$'000
Promissory note (note a) 40,000 40,000 - =
Advances from minority shareholders 64,156 61,642 - -
Amounts due to former minority
shareholders - 49,855 - -
Amounts due to jointly controlled
entities 104,458 59,254 - -
Amounts due to associates 8,507 4,973 - =
Amounts due to subsidiaries - - 30,926 70,744
217,121 215,724 30,926 70,744
Carrying amount repayable:
On demand or within one year 156,978 143,060 30,459 70,320
More than one year (note b) 60,143 72,664 467 424
217,121 215,724 30,926 70,744
Less: Amounts due within one year
shown under current liabilities (156,978) (143,060) (30,459) (70,320)
60,143 72,664 467 424

Notes:

(@) A promissory note with a principal amount of HK$40,000,000, which was issued by the
Group during the year ended 31st December, 2001, carried interest at 7% per annum and
was repayable on 20th December, 2004. During the year ended 31st December, 2004, the
noteholder agreed to waive the interest accrued but not yet paid and the promissory note
became interest free since then.

(b) The amounts are unsecured and not repayable within twelve months from the balance
sheet date.
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inanCiaI Statements (For the year ended 31st December, 2006)

39. DEFERRED RENTAL INCOME FROM A TENANT

On 26th May, 2002, the Group entered into a tenancy agreement with a
tenant in respect of leasing of an investment property for a period of 20
years. Pursuant to the agreement, the tenant agreed to bear the costs of
fitting out works of the investment property at an agreed amount of
HK$178,140,000 payable on behalf of the Group in lieu of paying
operating lease rental to the Group for a period of 6 years, and paying a
monthly operating lease rental over the remaining lease period. During
the year ended 31st December, 2005, the Group revised the terms of
the lease and determined with the tenant that the costs of fitting out
works of the investment property to be borne by the Group would be
revised to HK$60,577,000 and the annual operating rental payable by
the tenant for the remaining period would be reduced. Taking
consideration of the substance of the arrangements, the reduction of
costs of fitting out works to be borne by the Group of HK$117,563,000
was reclassified as deferred rental income from a tenant and is released
to the profit or loss as rental income on a straight-line basis over the
remaining lease term of 17 years. At 31st December, 2006, deferred
rental income from a tenant to be released within one year of
HK$7,192,000 (2005: HK$6,915,000) has been included in trade and
other payables.

40. MEMBERSHIP DEBENTURES

Membership debentures represent golf guaranty fees which are refundable
to members twenty years after joining the golf club or can be used by
members to set off against the cost of purchasing villas at the golf
course.
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558 THE GROUP
RZFER%-A-H At 1st January, 2005
ERBE Exchange adjustments
RERBRADR Charge (credit) to
(Bm) income for the year

RZEERF+-A=1-H At 315t December, 2005

ERAE Exchange adjustments
RERBRATR Charge (credit) to

(&) income for the year
RERERRTR Charge to equity for the year

RZBEXRETZA=1-H At 31t December, 2006

Hfat

(i) UETIERBAYEZERNER

41. DEFERRED TAXATION

The following are the major deferred tax liabilities and assets recognised

and movements thereon during the current and prior years:

RRAER E#EHA

B HR ESPA

fFHEE AIHER

Adjustments Elimination

to conform to of inter-

ERAH ME the Group's REHEHE  company

Business Efi¥1% HENE accounting Allowance chargesin LiEEH
combinations Revaluation Accelerated policies for properties land BHEFE
B of tax (i) doubtful  (FIEil) appreciation Tax 2 @
(Note i) properties depreciation (Note i) debts  (Note i tax losses Others Total
Tt TEx Az TEr  TExr  TExr  TEx  FExr  TEr  TER
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
560,628 67,770 12,533 171,046 (6,492) (36,695) 29,682 - 632 799,104
1,062 1,012 556 3,699 (125) - 573 - - 6,777
(44,612) 84,602 3,712 (35,011) (2,668) 1,384 (14,620) (3,840) 8 (11,001)
517,078 153,384 16,861 139,734 (9,285) (35,311) 15,635 (3,840) 624 794,880
1,24 8,560 1,351 2,529 (195) - 6,022 (171) - 19,320
(4,09) 117,698 2408 (124141) 5336 - 270,233 (868) 6 266,576
- 621 - - - - - - - 621
514,206 280,263 20,620 18,122 (4144)  (35311) 291,890 (4,879) 630 1,081,397
Notes:

¥ () This represents the tax effect of the temporary differences arising from the

?F&¥F¢%¥Qﬁfﬁfﬁ¢ﬂjﬁ¥ﬁﬁ

EEZBREEZRBELE -

(ii) MBIE#“$WE RAIRERBRALSE (i)
R EERKAE AN 2K
“H BRBELAERMELZEREE

ERBTE -

(i) e MIEEBEFAMBRARANERSTY (i)
% ”i%%¥&&;§%¥ﬁi$z Al

%ﬁﬁﬁﬁ?’:‘lﬁz&uuﬁ‘f%tﬁfﬂla‘ix =

fair value adjustments to properties for and under development upon
acquisition of property holding subsidiaries.

This mainly represents the tax effect of the temporary differences arising
from the adjustments to management accounts of certain subsidiaries to
conform to the Group’s policies of revenue recognition and capitalisation
of property development cost.

This represents the tax effect of the temporary differences arising from the
elimination of inter-company charges originally capitalised as cost of
properties under development, properties for sale and investment properties
of subsidiaries.
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inanCiaI Statements (For the year ended 31st December, 2006)

41. DEFERRED TAXATION (CONTINUED)

For the purpose of balance sheet presentation, certain deferred tax assets
and liabilities have been offset. The following is the analysis of the
deferred tax balances for financial reporting purposes:

2006 2005

FERT T& T

HK$'000 HK$'000

Deferred tax liabilities 1,085,436 799,830
Deferred tax assets (4,039) (4,950)
1,081,397 794,880

At the balance sheet date, the Group has unused tax losses of
HK$340,051,000 (2005: HK$329,497,000) available for offset against
future profits. A deferred tax asset has been recognised in respect of
HK$14,784,000 (2005: HK$11,636,000) of such losses. No deferred tax
asset has been recognised in respect of the remaining HK$325,267,000
(2005: HK$317,861,000) due to the unpredictability of future profit
streams. Included in unrecognised tax losses are losses of HK$148,150,000
(2005: HK$148,271,000) that will gradually expire until 2011. Other
losses may be carried forward indefinitely.

At the balance sheet date, the Group has other deductible temporary
differences of HK$315,437,000 (2005: HK$217,417,000). No deferred
tax asset has been recognised in relation to such deductible temporary
difference as it is not probable that taxable profit will be available against
which the deductible temporary differences can be utilised.
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42. LEASE ARRANGEMENTS

The Group as lessor

At the balance sheet date, certain investment properties are leased

out for a period of 20 years from the date of commencement of

operation of a lessee that occupies the properties, with a renewal

option at the end of the lease. The rentals are calculated at a certain

percentage of the turnover (net of value added tax) of the lessee,

with a minimum annual rental. Other investment properties were

leased out for periods ranging from 1 to 9 years and the majority of

the leases did not have any renewal options given to the lessees. The

Group had contracted with tenants for the following future minimum

lease payments:

rEE

THE GROUP
2006 2005
THERT FAT
HK$'000 HK$'000
Within one year 91,835 74,884
In the second to fifth years inclusive 156,152 175,525
After five years 193,798 203,671
441,785 454,080
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inanCiaI Statements (For the year ended 31st December, 2006)

42. LEASE ARRANGEMENTS (CONTINUED)
The Group as lessee

At the balance sheet date, the Group and the Company had commitments
for future minimum lease payments under non-cancellable operating
leases in respect of rented premises, plant and equipment which fall due
as follows:

b 3 N
THE GROUP THE COMPANY

2006 2005 2006 2005

THERT FET TR TBT

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

Within one year 4,080 10,468 67 569
In the second to fifth

years inclusive 2,508 19,997 - -

Over five years 76 252,892 - -

6,664 283,357 67 569

In June 2001, the Group entered into an arrangement with a third party
in the PRC to lease the production facilities for manufacture of cement
with a term of twenty years. Under a supplemental agreement with the
third party in the PRC, the Group has an option to terminate the said
lease in June 2003 and at the end of every two years after June 2003.
The Group has no current intention to terminate the lease.

Also, in prior years the Group entered into agreements with PRC parties
to lease certain vacant land sites with a term of seventy years for future
property development. Until the Group enters into agreements for the
acquisition of the land use right of these sites, the Group is liable for the
payment of rent, which is calculated based on the site area not yet
acquired. The rental is fixed for the first three years and will be increased
by 5% for each of the following three-year periods. The operating lease
commitments for these land sites in prior year were calculated by reference
to the planned development timeframe.

Other operating lease payments represent rentals payable by the Group
for certain of its office properties. Leases are negotiated for a term
ranging from one to eight years at fixed rentals.
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43. CAPITAL COMMITMENTS

KRH
THE COMPANY
2006 2005
TERT TERT
HK$°000 HK$'000

rKE
THE GROUP
2006 2005
THER THET
HK$'000 HK$'000
Capital expenditure in respect of
contracted commitments for:
- acquisition of land use rights
in the PRC 1,316,534 1,449,530
- acquisition of property, plant
and equipment 630 5,533
- acquisition of investment properties 46,000 -
- loans to associates 4,650 4,650

44. CONTINGENT LIABILITIES

(a) At 31st December, 2006, the Company and the Group had guarantees as follows:

-1 LA
THE GROUP THE COMPANY
2006 2005 2006 2005
TiER THRL TER THL
HK$'000 HK$'000 HK$'000 HK$'000
Guarantees given to banks in respect
of banking facilities utilised by:
— subsidiaries - - 912,018 401,704
- a jointly controlled entity 30,000 - - -
Guarantees given to banks
in respect of mortgage loans
granted to property purchasers 252,986 382,110 616 1,908
Guarantee given to a bank in respect
of a banking facility granted to a
vendor of land use rights to a
property development subsidiary 13,797 13,267 - -
Guarantee in respect of a promissory
note issued by a subsidiary - - 40,000 40,000
Guarantee given to a money lender in
respect of a loan facility utilised
by a subsidiary - - - 245,000
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inanCiaI Statements (For the year ended 31st December, 2006)

44, CONTINGENT LIABILITIES (CONTINUED)

(b)

During the year ended 31st December, 2006, the PRC government
has reinforced the compliance of regulations on idle land confiscation
which was issued by the Ministry of Land Resources of the PRC on
26th April, 1999. As at 31st December, 2006, a property for
development with carrying value of HK$119,423,000 was identified
as idle land because the resettlement problem of local residence by
the local authority cannot be resolved and the development is
delayed. The Group is working on a proposal with the local land
bureau of swapping this idle land with another land site without
resettlement problem in the same city. The Group has assessed the
issue and obtained legal advice, and considers that although the
final outcome is uncertain, the idle land confiscation may be
compensated by a replacement land site. Other properties for
development and deposits for acquisition of properties for
development with aggregate carrying values of HK$359,819,000
may be potentially classified as idle land. The Group is currently
working diligently to prevent the possible classification, including
negotiating the feasibility of development plans with local authorities.
Based on legal advice, the Directors have assessed the issue and
considered that the idle land confiscation may not materialise.

A property purchaser who previously purchased a property in
Shenzhen initiated legal proceedings against a wholly owned
subsidiary of the Company to rescind the sale contract and claim
for sales proceeds paid of approximately HK$52,330,000 together
with compensation. Inventories of completed properties with carrying
value of HK$37,499,000 are held in the custody of the court. The
Group had appealed and the Supreme Court had ordered rehearing
to the case. This property purchaser initiated another legal
proceeding claiming for sales proceeds of another storey of the
same shopping arcade and the underground carparks with the
compensation amounting to approximately HK$62,698,000. This
case is under trial by the court in the PRC. Based on legal opinion,
the Group considers that it has a strong defence to the claims and
no provision is required to be made.
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44, CONTINGENT LIABILITIES (CONTINUED)

(d)

A former tenant has taken legal action against a jointly controlled
entity of the Group claiming for resettlement compensation
amounting to approximately HK$14,969,000 due to the repossession
of the property’s land use rights by the local government. Trade
receivable of a wholly owned subsidiary amounting to approximately
HK$7,952,000 is held in the custody of the court. The case is being
tried by the court in the PRC. Based on legal opinion, the Group has
assessed the claim and considers that the final outcome of the
claim will not have material effect on the financial statements.

Certain banks have taken legal action against a wholly owned
subsidiary of the Company, which has acted as a guarantor for
mortgage loans granted to certain property purchasers, claiming for
the defaulted
HK$12,237,000. Based on legal opinion, the Group has assessed

repayment amounting to approximately

the claims and considers that no provision is required to be made.

A sub-contractor has sued the main contractor, the tenant and a
subsidiary jointly for outstanding construction cost of approximately
HK$28,000,000. The subsidiary has fully settled all construction costs
with the main contractor and the tenant. The case is under trial by
the court in the PRC.

A contractors have sued a subsidiary for outstanding construction
costs and compensations of totally approximately HK$32,553,000
which are in dispute. The case is under trial by the court in the PRC.
The Group has assessed the claim obtained legal advice, and
considers that the final outcome of the claim will not have material
effect on the financial position of the Group.
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inanCiaI Statements (For the year ended 31st December, 2006)

44, CONTINGENT LIABILITIES (CONTINUED)

(h)

A property purchaser initiated legal proceeding against a subsidiary
of the Company claiming for the compensation of approximately
HK$1,000,000 for the alleged late issue of title deed and decrease
in area of private garden of the property sold. The Group has
assessed the claim and obtained legal advice, and considers that no
provision is required to be made.

A joint venture partner in the PRC has taken legal action against
certain subsidiaries of the Company claiming for compensation of
approximately HK$46,303,000 and withdrawal from the joint venture
due to the suspension in development of the joint venture project.
This case is under trial by the court in the PRC. The Group has
assessed the claim and obtained legal advice, and considers that it
is too early to assess the range of possible liability at this stage and
no provision is required to be made.

A property purchaser initiated legal proceeding against a subsidiary
of the Company to rescind the sale contract and claim for sales
proceeds paid of HK$2,670,000. The Group has assessed the claim
and obtained legal advice, and considers that no provision is required
to be made.

A contractor has sued the subsidiary for outstanding construction
cost of approximately HK$3,336,000 which is being disputed. Bank
deposits of approximately HK$3,336,000 are held in the custody of
the court. The case is under trial by the court in the PRC. Based on
legal opinion, the Group has assessed the claim and considers that
the final outcome of the claim will not have material effect on the
financial statements.
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44, CONTINGENT LIABILITIES (CONTINUED)

(I) In the previous years, the Group has paid and recognised provisional
LAT calculated according to certain rates (varying from 0.5% to
3%) over sales amounts assessed by local tax bureaux and full
provisions for LAT have not been made in the financial statements.
Should such full levies take place, then at 31st December, 2005,
additional LAT of subsidiaries attributable to the Group amounted
to HK$148,098,000 and share of LAT of jointly controlled entities
and an associate attributable to the Group amounted to
HK$88,056,000. During the year ended 31st December, 2006, the
Group has provided for LAT fully in accordance with the requirements
of SAT.

45. RETIREMENT BENEFIT PLANS

The Group participates in both a defined contribution scheme which is
registered under the Occupational Retirement Scheme Ordinance (the
“ORSO Scheme”) and a Mandatory Provident Fund Scheme (the “MPF
Scheme”) established under the Mandatory Provident Fund Ordinance in
December 2000. The assets of the schemes are held separately from
those of the Group, in funds under the control of trustees. Employees
who were members of the ORSO Scheme prior to the establishment of
the MPF Scheme were offered a choice of staying within the ORSO
Scheme or switching to the MPF Scheme, whereas all new employees
joining the Group on or after 1st December, 2000 are required to join
the MPF Scheme.

For members of the MPF Scheme, both employees’ and the Group's
contributions are calculated at 5% of the employee’s monthly relevant
income, with the mandatory cap of HK$20,000, and the Group will
make 5% top-up contribution if an employee’s monthly basic salary
exceeds HK$20,000.
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inanCiaI Statements (For the year ended 31st December, 2006)

45. RETIREMENT BENEFIT PLANS (CONTINUED)

The ORSO Scheme is funded by monthly contributions from the employees
at rates ranging from 0% to 5% and from the Group at rates ranging
from 5% to 10% of the employee’s basic salary, depending on the
length of service with the Group. Where there are employees who leave
the ORSO Scheme prior to vesting fully in the contributions, the
contributions payable by the Group are reduced by the amount of
forfeited contributions. During the year ended 31st December, 2006, the
amount of forfeited contributions used to set off contributions was
HK$22,000 (2005: HK$247,000). At the balance sheet date, no (2005:
HK$2,000) forfeited contributions, which arose upon employees leaving
the ORSO Scheme, are available to reduce the contributions payable in
future years.

The employees of the Company’s subsidiaries established in the PRC are
members of state-managed retirement benefit schemes operated by the
PRC government. These subsidiaries are required to contribute certain
percentage of payroll costs to the retirement benefit schemes to fund
the benefits. The only obligation of the Group with respect to the
retirement benefit schemes is to make the specified contributions.

During the year ended 31st December, 2006, the Group made
contributions to the retirement benefits schemes of HK$13,580,000 (2005:
HK$12,370,000).
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46. 5 E AT zR 46. RELATED PARTY TRANSACTIONS AND BALANCES
% &n\ﬂ

AEBEHGHEEATZER The Group had material transactions and balances with related parties as follows:
R REHRAT :

2006 2005
FTERT FET
HK$'000 HK$’000
(i) FBE (i) SHK
—HEBRERER - — Outstanding loan note, as detailed 78,000 78,000
¥ RWEE37(a) in note 37(a)
—ERNEMER - — Other loan payable, as detailed - 245,000
= B K 3E37(b) in note 37(b)
—BEXERAE — Interest on loan note 1,950 1,950
— BT E A E AR — Interest on other loan payable 6,620 4,804
ERLHE — Loan arrangement fee - 1,250
= Eﬂ‘ﬂ% 2 & A — Insurance paid 895 905
—ENEHE — Amounts payable 1,371 3,609
(i) FTBE AR A R (E (i) Controlling shareholders of SHK (and which
ARRABEHEESE) have common directors with the Company)
—BEfNHEE - MEETRE — Rent, property management and
kZEFHEH air-conditioning fees paid 2,568 2,327
- %ﬂ%% — Management fee 4,335 4,080
—FEE — Interest expenses 1,139 -
= F’Eﬁﬁﬁﬂf K — Other loans payable 5,000 1,400
—ENEHE — Amounts payable 4,924 9,003
(i) ANEBEZZERZEH QA (iii) Jointly controlled entities of the Group
— — MR R E % — Guarantee provided by a jointly controlled
RITGBTAEEZ entity to a bank for a banking facility
RITEEED 9*1% granted to the Group - 18,269
— A — & RFEEH A — Acquisition of investment properties from a
,ﬁﬁ/ﬁxﬁ%% jointly controlled entity - 19,562
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46. RELATED PARTY TRANSACTIONS AND BALANCES

(CONTINUED)
2006 2005
THER TE T
HK$'000 HK$'000
(iv) Minority shareholders
— Rental expenses for cement production
facilities 5,769 5,852
(v) A company of which a non-executive
director of the Company is a partner
— Legal and professional fees 1,893 3,081
(vi) Key management personnel compensation
— Salaries and other short-term
benefits 8,662 7,454
— Post-employment costs 350 291
— Compensation for loss of office paid 575 -

Certain key management personnel of the Group received remuneration from a
company, or a wholly owned subsidiary of such company, which has significant
beneficial interests in the Company. Such company provided management services
to the Group and charged the Group a fee, which has been included in
management fee as disclosed in part (ii) of this note, for services provided by
those personnel as well as others who were not key management personnel of
the Group.

The above-mentioned management fee commenced to be charged in 2005 and is
calculated by reference to the time devoted by the management personnel on the
affairs of the Group and can be apportioned to the above key management
personnel. The total of such apportioned amounts, which has been included in
the key management personnel compensation above, is HK$2,699,000 (2005:
HK$1,774,000).
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46. RELATED PARTY TRANSACTIONS AND

BALANCES (CONTINUED)

During the year ended 31st December, 2005,

(a)

The Group has disposed of its entire interest in a subsidiary engaged
in property investment to a subsidiary of SHK for a cash consideration
of approximately HK$38,478,000.

The Group has entered into a loan agreement with a subsidiary of
SHK, pursuant to which a revolving credit facility up to
HK$100,000,000 was made available to the Group. Subsequently,
the Group has entered into a supplemental loan agreement with
that subsidiary of SHK to increase the credit facility from
HK$100,000,000 to HK$280,000,000 for a term of 36 months from
7th November, 2005. Such revolving credit facility is secured and
carries interest at a rate of prime rate plus 1% per annum.

The Group has acquired from two minority shareholders their 40%
interest in a subsidiary for an aggregate cash consideration of
approximately HK$19,263,000, as detailed in note 9(a).

The Group has disposed of its entire 51% interest in a jointly
controlled entity to a minority shareholder of the Company’s
subsidiaries at a cash consideration of approximately HK$7,759,000.
The Group has also acquired from the same minority shareholder
the additional interests in two subsidiaries at the aggregate cash
consideration of approximately HK$2,110,000, as detailed in note
9(b).
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inanCiaI Statements (For the year ended 31st December, 2006)

47.PLEDGED ASSETS

At 31st December, 2006,

(a)

(d)

The Group’s 54.7% (2005: 54.7%) interest in SAC with consolidated
net assets of HK$154,038,000 (2005: HK$142,177,000) was pledged
against a bank overdraft facility granted to the Group.

The Group’s 100% (2005: 100%) interest in Tian An Land (Shanghai)
Limited (“Tian An Land”) with carrying value of HK$481,669,000
(2005: HK$421,148,000) was pledged against a banking facility
granted to the Company. Investment properties, properties for sale
and property, plant and equipment held by a subsidiary of Tian An
Land with carrying values of HK$938,524,000 (2005:
HK$335,611,000), HK$13,479,000 (2005: nil) and HK$24,243,000
(2005: HK$25,690,000) respectively were pledged against a banking
facility granted to that subsidiary.

The Group’s 100% (2005: 100%) interest in Tian An Real Estate
Agency (China) Company Limited (“Tian An Real Estate”) with
carrying value of HK$374,723,000 (2005: HK$387,384,000) was
pledged against another loan facility granted to the Group. As at
31st December, 2005, investment properties held by a subsidiary of
Tian An Real Estate with carrying values of HK$369,688,000 and
HK$154,569,000 respectively were pledged against banking facilities
and another loan facility granted to the Group.

Bank deposits, property, plant and equipment, properties for
development, properties under development, properties held for sale
and investment properties of certain subsidiaries with carrying values
of HK$302,952,000 (2005: HK$64,749,000), HK$22,083,000 (2005:
HK$960,000) HK$618,962,000 (2005: HK$505,873,000),
HK$147,440,000 (2005: HK$490,800,000), HK$355,542,000 (2005:
HK$258,630,000) and HK$802,372,000 (2005: HK$789,227,000)
respectively were pledged to banks for banking facilities granted to
the Group. The pledged deposits carry fixed interest rate of 0.72%
—5.24%. The pledged deposits will be released upon the repayment
of bank loans.
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47.PLEDGED ASSETS (CONTINUED)

(e)

(h)

Properties for development with carrying value of HK$2,824,000
(2005: HK$2,845,000) were pledged against other loans.

Pledges of properties for development and under development with
carrying values of HK$42,381,000 (2005: HK$44,628,000) and
HK$54,150,000 (2005: HK$53,583,000) respectively against a trade
payable which has been settled, have not been released.

Bank deposits with carrying value of HK$3,926,000 (2005:
HK$3,521,000) were pledged against mortgage loans granted to
property purchasers.

Certain assets of the Group are under the custody of courts, as
described in note 44(c), (d) and (k).

At 31st December, 2005,

(i)

The Group’s 100% interest in Sky Full Enterprise Limited with carrying
value of HK$5,212,000 was pledged against another loan facility
granted to the Group. This security pledged was discharged during
2006.

SAC's 95% interest in Shandong Allied Wangchao Cement Limited
with net assets of HK$69,795,000 was pledged against another
banking facility granted to a subsidiary of SAC. This security pledged
was discharged during 2006.
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48. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of principal subsidiaries which are incorporated and are operating
principally in Hong Kong except where otherwise indicated are as follows:

ERTEERRAEE
AMER 2 LA
Proportion of
nominal value of
issued ordinary

ERITHAEERR share capital/
BA/ZMER registered capital
Paid up issued NI
ordinary share WEBAREE AEEER
capital/ held by the attributable
i) PN registered Company*/ to the TEER
Name of subsidiary capital subsidiaries Group Principal activities
% %
All-Shanghai Inc. US$15,376,500 83.33 45.64 REERK
Investment holding
Allied Resort (Hangzhou) Company US$1 100 100 RERRK
Limited Investment holding
TREREEAEERAFO US$15,600,000 100 100 NEERRRE
Beijing Nanhu Huayuan Apartment Property development and
Co., Ltd. @ investment
TR EREEENBRARD RMB4,000,000 - - EERDHERED
Beijing Shanglian Shoufeng Manufacturing and distribution
Construction Materials Limited® of slag powder
Best Advantage Limited us$1 100 100 REZK
Investment holding
CBIREBRAA HK$151,031,629 64.58 64.58 REZK
CBI Investment Limited Investment holding
RERZEREREBRAAY RMB50,000,000 100 100 NEER
Changchun Tian An Real Estate Property development
Development Co., Ltd. "
BMRZHDERER AR US$2,650,000 100 100 NEER
Changzhou Tian An City Development Property development
Co., Ltd. ¥
BMAZESEFERARY US$8,000,000 100 100 NEERRERE
Changzhou Tian An Landmark Co., Property development and
Ltd. @ investment
BMRZTHEHEERERARY US$10,000,000 100 100 NELR
Changzhou Tian An Yuan Cheng Property development
Real Estate Development Company
Limited
ERERARA HK$200 100* 100 BARK
Chinaland Management Limited Investment holding
Commander Ventures Limited” US$1 100 100 RAER
Investment holding
AENMRER (L) BRAFO U$$620,000 100 100 WEERREE

Cornell Property Services (Shanghai)
Co., Ltd. ®

Property management and
investment holding
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48. PARTICULARS OF PRINCIPAL SUBSIDIARIES (cONTINUED)

ERTEERRAEE
AME R 2 LAl
Proportion of
nominal value of
issued ordinary

ERITHARERR share capital/
BA/ZMER registered capital
Paid up issued NS
ordinary share WEBAREE AEEER
capital/ held by the attributable
i) PN registered Company*/ to the TEER
Name of subsidiary capital subsidiaries Group Principal activities
% %
ABRLZEHEREFRAAO US$6,800,000 60 60 NEER
Dalian Tian An Property Development Property development
Co., Ltd. @
ABRLZEARAEERAAY US$10,000,000 100 100 NEERRRE
Dalian Tian An Tower Co., Ltd." Property development and
investment
Foo Chow Holdings Limited™ US$1 100 100 RERR
Investment holding
Grand Rise Investments Limited® Us$1 100 100 REEK
Investment holding
BENTRAREHERERER US$12,000,000 90 90 NEER
BR AR Property development
Guangzhou Tian Sui Realty
Development Co., Ltd.™
BEMAKTGHRRRERAFY HK$50,000,000 100 100 NERE
Huiyang Danshui Xinyangcheng Property investment
Construction Company Limited"
M AL EHER% RMB20,000,000 60 60 NEER
ERERARD Property development
Jiangmen City Tian An Property
Development Co., Ltd.®
IFmHeRBERLE RMB20,000,000 100 100 NELR
REARRAD Property development
Jiangmen City Xinhui District Jin Fu
Property Development Co., Ltd.®
ERBERARAA HK$2 100 100 R
Join View Development Limited Money lending
Kylie Nominees Limited HK$2 100 100 RERE AR
Provision of nominee
services
HRABEXRERRAY US$7,500,000 100 100 NEERRRE
Nanjing Tiandu Industry Co., Ltd." Property development and
investment
Oasis Star Limited Us$1 100 100 REZK
Investment holding
FEEREBERAA HK$100 85 85 REZK

Regal Asset Investment Limited

Investment holding
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48. T EMB A RIFE @

48. PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

ERTEERRAEE
AME R 2 LAl
Proportion of
nominal value of
issued ordinary

ERITHARERR share capital/
BA/ZMER registered capital
Paid up issued NS
ordinary share HBARER rEBER
capital/ held by the attributable
i) PN registered Company*/ to the TEER
Name of subsidiary capital subsidiaries Group Principal activities
% %
SAC Enterprises Limited HK$1,000 100 54.77 REBLARREERE

LWRBAETERKEER AR @
Shandong Allied Wangchao Cement
Limited @

WE EBAKEERRER AR ©
Shandong Shanghai Allied

Cement Co., Ltd.©
LBBAKEERAR O
Shanghai Allied Cement Co., Ltd. @

TEKERBEERAR
Shanghai Allied Cement Holdings
Limited
LEBAKRERNERRR
Shanghai Allied Cement Limited ™
TERILBRELERRAF ©
Shanghai Sheshan Country Club
Company Limited
LBREROREBERRF @
Shanghai Tian An Centre Building
Co., Ltd. @
FBREAEERAERLR ®

Shanghai Tianan Riverview Co., Ltd. @

FEXRERMEERAR ®
Shanghai Tianyang Real Estate
Co., Ltd.

RmEEERAA
Sky Full Enterprises Limited

Strait Investments (Shanghai) Limited

NEBERAR O
Sunhaitung Co., Ltd.©

RE(PE)AERARO
Sun Hung Kai (China) Limited ©

Provision of management
services to group companies

US$9,200,000 95 52.03 EERD#HKERAR
Manufacturing and distribution
of cement and clinker

US$1,000,000 100 54.77 EERD#HKERAR
Manufacturing and distribution
of cement and clinker

US$24,000,000 60 27.38 EERD HEKRRAR
Manufacturing and distribution
of cement and clinker

HK$ 10,000,000 100 54.77 REER
Investment holding

HK$182,348,761 100 54.77 REER
Investment holding
US$15,000,000 100 85 MEER

Property development

US$28,000,000 98 98 NEZRRRE
Property development and
investment

RMB65,000,000 99 99 NEZRRRE
Property development and
investment

RMB50,000,000 80 80 NEZRRRE
Property development
and investment

HK$10 100 100 BREER
Investment holding
US$10,000 73.74 73.74 BREER
Investment holding
US$27,000,000 100 100 MEZRRFEER

Property development and
investment holding

HK$2,000,000 100* 100 MERE
Property investment
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48. PARTICULARS OF PRINCIPAL SUBSIDIARIES (cONTINUED)

ERTEERRAEE
AME R 2 LAl
Proportion of
nominal value of
issued ordinary

ERITHARERR share capital/
BA/ZMER registered capital
Paid up issued NI
ordinary share WEBAREE AEEER
capital/ held by the attributable
i) PN registered Company*/ to the TEER
Name of subsidiary capital subsidiaries Group Principal activities
% %
TARERBERLA HK$2 100 100 REWE RS
T.A. Secretarial Services Limited Provision of secretarial
services
Tanya Nominees Limited HKS$2 100 100 REREARS
Provision of nominee services
ARPEERERAA HK$2 100* 100 REZERLESEE
Tian An China Enterprise Limited Investment holding
and securities dealing
ARPEEEEHERERRAF HK$2 100* 100 REER
Tian An China Hotel and Property Investment holding
Investments Company Limited
AL (BM) REBR AT HK$10,000 65 65 REZER
Tian An (Guangzhou) Investment Investment holding
Company Limited
AL (BMBREFRRR OV US$10,000,000 100* 100 NEER
Tian An (Guang Zhou) Investments Property development
Co., Ltd. ¥
A& (KL EFRAER A HK$2 100* 100 REZER
Tian An Pearl River Company Limited Investment holding
A& (EB)REBRAA (TRZLAE]Y  US§30,000,000 100 (vii) 100 MEBERRERZELR
Tian An (Shanghai) Investments Property development and
Co., Ltd. ("TASH")@ investment and
investment holding
AZ (R EXERERAA Y HK$150,000,000 100 100 NEER
Tian An (Shenzhen) Enterprise Property development
Development Ltd. ¥
AZ(RINIRERBERAA HK$2 100 100 REZER
Tian An (Shenzhen) Industrial Investment holding
Development Company Limited
AL (BH) REBR AT HK$2 100 100 REZER
Tian An (Shou Du) Investment Investment holding
Company Limited
AR (BR)REBR AT HK$2 100 100 RERBRENERE
Tian An (Sui An) Investment Investment holding and
Company Limited property investment
AR (RR)REBR AT HK$2 100 100 REZER

Tian An (Tianjin) Investment
Company Limited

Investment holding
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48. T EMB A FIFE %) 48.PARTICULARS OF PRINCIPAL SUBSIDIARIES (CONTINUED)

ERTEERRAEE
AME R 2 LAl
Proportion of

nominal value of
issued ordinary

184

ERITHARERR share capital/
BA/ZMER registered capital
Paid up issued NS
ordinary share WEBAREE AEEER
capital/ held by the attributable
i) PN registered Company*/ to the TEER
Name of subsidiary capital subsidiaries Group Principal activities
% %
A& (RE)REBRRA HK$2 100 100 REZK
Tian An (Wuhan) Investment Investment holding
Company Limited
AR (EF)HESREBRRA Y US$1,500,000 100 100 MERERE
Tian An (Xiamen) Property Property development
Investments Co., Ltd. ¥
HHEX(LB)BRAR US$16,000,000 100 100 UEE T
Value Harvest Real Estate (Shanghai) Property development
Co., Ltd. ¥
REEEERAFO Us$1 100 100 MERE
Winshine Group Limited ™ Property investment
ERFRAA HK$100 90 90 RERER
World Market Limited Investment holding
RERBEUEREERAAO RMB10,000,000 90 90 NEER
Wuhan Changfu Property Development Property development
Co., Ltd. @
EHLLEXBRAA O US$5,000,000 95 95 B
Wuxi Redhill Properties Co., Ltd. @ Property development
BHRLEHERERRAAF O US$3,000,000 95 95 ESIE-
Wuxi Tianan Real Estate Exploring Property investment
Co., Ltd. ®
BHREEXRARAA Y US$10,000,000 100 100 NEER
Wauxi Tianxin Properties Co., Ltd. ¢ Property development
EERRAERERARO US$12,000,000 88 56.83 NEZRNEEBAKRNS
Zhao Qing Golf and Development Property development and
Co., Ltd. @ golf course operation
LEARMEEERABRAFD RMB50,000,000 100 100 NEER
Property development
LEBRERFEHERRAFD US$30,000,000 100 75.05 NEZR
Property development
HREHEHEREERAFY US$5,125,100 95 95 NEER
Property development
RITEEIEF RV BERAF W RMB1,500,000 - — b RERER

(TRIIEE])
("SZ TRIWA")

KR BHEFEEFRAE Tian An China Investments Company Limited

Investment holding
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Hfaz

(i)

(i)

(vi)

(vii)

TREFBEEZEEE-

ERBEEMKLATIEELEREZE
BAE -

FERBRE RS EMAKIL

FERREZMAKIL

ERBEEMKLAIIEBELREREZE
BAE -

FEARBEEMKZATLABRAR REE
BAE -

RABEEFBERE LBA0%ER - M
2T 2 60%HE 2a Bl fy — ] BT 88 2% B PR A5
5o

(vii) RINBEER=BALHES  ZAFRNK

(ix)

NEBEZZMERY ERE T ESE
e BERFIEE  RINEEZHA
ARAEBIINZE THE  FYIBEE
BAEABEBRAAE@EEZTRER
RN BEEES2BEEZIHEN UK
AEEFRIBEZHBERECEIRKE
B BAERTERINBEE 2 HEEE R
TAREE - Bt - RINEZETIAEARF]
ZHIBAR  MEEE BERAGIT
AHRAEBMZEREA - FIIBEZ =
MEATBHAEBRLE -

ZHBRARAIBEZ 2 ENMB R
B - H80%dMERTIAAEMEE -

AERIILEDESERR/REAKE L
XELEEREAREZMNBRAR - &

& 7

SRRILEMHBRARZFHIEES

ERBRITE -

B ARFRILRF ERMNE R E HERE
BEH -

48.

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)

Notes:

(i)

(vi)

(vii)

(viii)

(ix)

The

Operating principally in the PRC.

Established as sino-foreign owned equity joint ventures and operating
principally in the PRC.

Incorporated in the British Virgin Islands.
Incorporated in Bermuda.

Established as wholly foreign owned enterprises and operating principally in
the PRC.

Established as private limited liability companies and operating principally in
the PRC.

The 40% interest in TASH is held directly by the Company and the remaining
60% is held by a subsidiary.

The Company does not have any equity interest in the registered capital of
SZ TRIWA as it is owned by three individuals. Pursuant to certain agreements
among SZ TRIWA, the owners of SZ TRIWA and the Group, the owners of SZ
TRIWA agreed to assign the power to appoint and remove all the members
of the board of directors of and to govern the financial and operating
policies of SZ TRIWA to the Group and to transfer all results of SZ TRIWA to
the Group. Accordingly, SZ TRIWA is treated as a subsidiary of the Company
and its results, assets and liabilities are consolidated with those of the Group.
The registered capital of SZ TRIWA was contributed by the Group.

The subsidiary is a non-wholly owned subsidiary of SZ TRIWA, of which 80%
registered capital was contributed by the Group.

above table lists the subsidiaries of the Company which, in the

opinion of the Directors, principally affected the results or assets of the

Group. To give details of other subsidiaries would, in the opinion of the

Directors, result in particulars of excessive length.

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

of the year.
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Notes to the conSOIidated inanCiaI Statements (For the year ended 31st December, 2006)

49. PARTICULARS OF PRINCIPAL ASSOCIATES

R-BEERNFEF+_A=+—H £~EH At 31st December, 2006, the Group had interests in the following
RTIBERREAED - BRaAHR associates, all of which are incorporated and are operating principally
N B LR R ER B M AL E in Hong Kong except as otherwise indicated:
BAE
AEEFLERITHER
B REE, 5 & 2t B
Proportion of nominal
value of issued
ordinary share capital/
BENTEE registered capital FTEEK
Name of associate held by the Group Principal activities
%
ZHREXEFRAA 30 REER
Bonson Properties Limited Investment holding
Consco Investment Company Limited 31.25 TEER
Investment holding
ZXREBREBR R A 30 REEK
Ensen Investment Limited Investment holding
BEEZERARARA O 48.82 ERIRE
Jack Rock Development Limited @ Investment holding
RKEF (B BHERBBR A F 0RO 48.82 MEER
Pacific (Fujian) Real Estate Development Property development
CO., Ltd (ii) & (iii)
REF RN EEBELRAEBEAR AT O 48.82 KESRRIRS
Pacific (Fuzhou) Resort Enterprises Ltd. (& (i Golf course operation
REBRAEAR A RO 25 MEKRE
Tianjin International Building Co., Ltd. (& Property investment
WMERLZEBBERRAFO 50 MEEIR

Yue Xiu Tian An Management Company Limited @

Property management

Hfat - Notes:
() EFREELERF- (i)  Operating in the PRC.
(i) TERBIFEMA T REEEE - (i)  Established and operating in the PRC.

(i) AAEEBEAGZEAE 2B AT ~ B (i) Subsidiaries, associates or jointly controlled entities held by the associates of
ERE R EREHRAF - the Group.
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50. FEHFBEHQAAFE

R-ZEERFE+_A=+—H8 A5H
RTIERZEFIRREERZ  BSRE
A RERRHREFBRRLZEE
b [EE -

50. PARTICULARS OF PRINCIPAL JOINTLY

CONTROLLED ENTITIES

At 31st December, 2006, the Group had interests in the following jointly
controlled entities which are corporate joint ventures established in the

PRC except where otherwise indicated:

75 5% B T 4 X 1
== =N
AR i B Proportion
Principal of registered
HEEZEFHATEE place of capital held FEEK
Name of jointly controlled entity operation by the Group Principal activities
%
ERREZREBR QA b= 40 MERE
Beijing Tian An Building Company Limited Beijing Property investment
BMNmEEMEMKBEZERAGRATO 58 49 MEER
Guangzhou Panyu Hi-Tech Panyu Property development
Ecological Park Development Co., Ltd. @
FERBFEMEZERBER QA £B A O MEE R
Shanghai Min Hoong Real Shanghai N/A @ Property development
Estate Development Co., Ltd.
RINBEERLZWERR R A I 50 MERE
Shenzhen ITC Tian An Co., Ltd. Shenzhen Property investment
RYNIR L BAFI A R 1A il 50 MEZRRE
Shenzhen Tian An Cyberpark Co., Ltd. Shenzhen R i& &R
Property development
and investment and
investment holding
REXRZRBERRRAA Bz 55 R
Wuhan Tian An Hotel Co., Ltd. Wuhan Hotel operation
BERLZKEER QA &M 48.75 R IE
Yuexiu Tian An Building Guangzhou Hotel operation
Company Limited
AT ENEERER QA AN 53 Y Juekiic|
Zhejiang Union Real Property Hangzhou Property letting
Development Co., Ltd.
RINREMEEBRBR QA R 50 MEEENMREZRR
Shenzhen Property management
and investment holding
RN R R L BIEHA AR A A R 50 UE 33
Shenzhen Property development
I HRLEMEH AR QA 10 45 MEER
Foshan Property development
Mt Notes:

() AEBEHASCEZETHEENE
] 5 Z60% 2 A -

(i) MABRARF

(i) The Group is entitled to a 60% share of profit in certain phases of the

development properties of the joint venture.

(ii)  Private limited liability companies
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