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Five YEARS’ FINANCIAL SUMMARY
HE2—_ZZ+F,XA=1+HILFE FOR THE YEAR ENDED 30 JUNE 2007
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Turnover

Profit (Loss) attributable
to equity holders of
the Company

Dividends

Earnings (Loss) per share
(HK$) (note a)

Dividends per share
(HK$) (note a)

Dividend cover (times)

ZEELF —EERF —ETHFE —TENF —FT=-F
2007 2006 2005 2004 2003
TAERT FTET TET FTET FTET
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
94,138 29,889 101,047 50,127 90,979
473,758 120,968 373,294 28,816 (20,442)
53,304 18,335 13,159 2,910 -
3.06 1.53 4.84 0.31 (0.37)

0.34 0.23 0.17 0.04 -

8.9 6.6 28.4 9.9 -
3,310,285 2,712,347 2,030,420 1,612,210 1,077,102
- 1 1 1 1

- - 950 950 950

950 950 - - -

501 577 644 1,159 1,257
589,805 392,262 309,149 79,789 194,086
(1,094,591) (1,457,247)  (817,517)  (445,460)  (470,024)
2,806,950 1,648,890 1,523,647 1,248,649 803,372
12.89 21.49 20.82 17.17 11.04

non-current portion only

Note:

EERERE Assets and liabilities
EEEE (Kath) Fixed assets (note b)
REEARE Interest in joint
ventures
BHEE Investment securities
ﬁﬁﬂ#ﬁ@];ﬁﬁ Other non-current assets
BRBE R Mortgage loans*
mEEEFE (Mitc)  Net current assets (note ¢)
ERBERE Non-current liabilities
BEEFE Net assets
BREEFE Net assets per share
(&) (HK$)
S FE B E 17 *
Bt et
(@) FIBFHZROBE ZMETFHHER ()
BENBIT2HBRRES 2AFTEM
EHAE  BOERKFHARMKZA
HELT o
b) BEEEBREREME WX #ER b
R e
() FEEEREFEBERZRBEETF (o
%EE#&%@M%%ZKE g 22w
= .
RErPorRT 2007 F %

The weighted average number of ordinary shares
outstanding for all years as at the respective year end
dates presented have been adjusted for the bonus element
of the rights issue and placements during the year and as
if these events had taken place at the beginning of the

earliest period presented.

Fixed assets include investment properties and property,

plant and equipment.

The net current assets for all years as at the respective
year end dates presented have been reclassified to conform

with current year’s presentation.
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NoTice oF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General
Meeting will be held at 35/F., Cheuk Nang Plaza, 250
Hennessy Road, Wanchai, Hong Kong on Tuesday, the
13 day of November 2007 at 3:00 p.m. for the following

purposes:

1. To receive and consider the Statement of Accounts
and the Reports of the Directors and Auditors for the
year ended 30 June, 2007;

2. To declare a final dividend;
3. To elect Directors and fix their remuneration;
4. To appoint Auditors and fix their remuneration; and

5. As special business to consider and if thought fit,
pass the following resolutions as Ordinary

Resolutions:
A That:

(i) subject to paragraph (iii) below, the exercise
by the Directors during the Relevant Period
of all the powers of the Company to
repurchase shares in the capital of the
Company be and is hereby generally and

unconditionally approved;

(ii) the approval in paragraph (i) above shall be
in addition to any other authorisation given
to the Directors of the Company and shall
authorise the Directors on behalf of the
Company during the Relevant Period to
procure the Company to repurchase its own
shares at a price per share determined by

the Directors at their discretion;

ANNUAL REPORT 2007 £%| 03
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(iii)

(iv)

REPORT
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(iii) the aggregate nominal amount of the share

(iv)

capital of the Company which the Company
is authorised to repurchase pursuant to the
approval in paragraph (i) above shall not
exceed 10 per cent of the aggregate nominal
amount of the share capital of the Company

in issue;

for the purposes of this Resolution:

“Relevant Period” means the period from the
passing of this Resolution until whichever is

the earliest of:

(a) the conclusion of the first Annual
General Meeting of the Company
following the passing of this Resolution
at which time it shall lapse unless, by
ordinary resolution passed at that
meeting, the authorisation conferred by
this Resolution is renewed, either

unconditionally or subject to conditions;

(b) the expiration of the period within
which the next Annual General Meeting
of the Company is required by law to
be held; and

(c) revocation or variation of this Resolution
by ordinary resolution of the

shareholders in general meeting.



Z B

(i)

(i)

RIE EXFREBRERE
BEESBOARRN -
EEMEGRFEEEEEN
BRHEARITERARE —
YIHE ) B 3 AN 2 R #T IR Y
fn - WA ST TE L FHE
NZEE. WELEE M
ZERM BB EBERD
HAMER

EXFE )R 2 e - RIFT AN
WARRBEFEREFZE
A EAB R AE - WHKEEAR
REEEAEARBEELEK
BT AN R AT
& LAt 2 BREERE. W
a5 L HARE

(i) MARZZEM S -

(B HHE] fEH A RER B
Bz AETN=F2RFH
Bk z B

(@ BEARRZFRZIETE
T2E—RRRBFKX
BERE - ZIARER
KW BRIFEZAE R
1B EBRZERAGAORZ
R2BEEEY (TWAE
BRI

%

CHEUK NANG (HOLDINGS) LIMITED =4 ( £ @ ) 5 R 2 =

R OB £ X @ & &

NoTice oF ANNUAL GENERAL MEETING

B

That:

(i)

(ii)

(iii)

following any repurchase of shares in the
capital of the Company pursuant to the
authorisation conferred on the Directors
under Ordinary Resolution A above, the
exercise by the Directors during the Relevant
Period of all the powers of the Company to
allot additional shares in the Company, and
to make offers, agreements and options
which might require the exercise of such
power, equivalent to the number of shares
so repurchased be and is hereby generally

and unconditionally approved;

the approval in paragraph (i) above shall be
in addition to any other authorisation given
to the Directors of the Company and shall
authorise the Directors on behalf of the
Company during the Relevant Period to
procure the company to allot or make offers,
agreements and options to allot additional
shares which might require the exercise of
such power after the end of the Relevant

Period;

for the purpose of this Resolution:

“Relevant Period” means the period from the
passing of this Resolution until whichever is
the earliest of:

(a) the conclusion of the first Annual
General Meeting of the Company
following the passing of this Resolution
at which time it shall lapse unless, by
ordinary resolution passed at that
meeting, the authorisation conferred by
either

this Resolution is renewed,

unconditionally or subject to conditions;

ANNUAL REPORT
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(b) the expiration of the period within
which the next Annual General Meeting

of the Company is required by law to
be held; and

(c) revocation or variation of this Resolution

by ordinary resolution of the

shareholders in general meeting.

C That:

(i)

(ii)

(iii)

subject to paragraph (iii) below, pursuant to
section 57B of the Companies Ordinance,
the exercise by the Directors of the Company
during the Relevant Period of all the powers
of the Company to allot additional shares
and to make or grant offers, agreements and
options which might require the exercise of
such power be and is hereby generally and

unconditionally approved;

the approval in paragraph (i) above shall be
in addition to any other authorisation given
to the Directors of the Company and shall
authorise the Directors of the Company
during the Relevant Period to make or grant
offers, agreements and options which might
require the exercise of such power after the

end of the Relevant Period;

the aggregate nominal amount of share
capital allotted or agreed conditionally or
unconditionally to be allotted by the
Directors of the Company pursuant to the
approval in paragraph (i) above, otherwise
than pursuant to a rights issue or on the
exercise of the subscription rights under any
warrants, shall not exceed the aggregate of
20 per cent of the aggregate amount of the

issued share capital of the Company; and
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(iv) for the purpose of this Resolution:

“Relevant Period” means the period from the
passing of this Resolution until whichever is

the earliest of:

(a) the conclusion of the first Annual
General Meeting of the Company
following the passing of this Resolution
at which time it shall lapse unless, by
ordinary resolution passed at that
meeting, the authorisation conferred by
this Resolution is renewed, either

unconditionally or subject to conditions;

(b) the expiration of the period within
which the next Annual General Meeting
of the Company is required by law to
be held; and

(c) revocation or variation of this Resolution
by ordinary resolution of the

shareholders in general meeting.

ANNUAL REPORT 2007 £%| 07
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“Rights issue” means an offer of shares open
for a period fixed by the Directors to holders
of shares on the register on a fixed record
date in proportion to their then holdings of
such shares (subject to such exclusions or
other arrangements as the Directors of the
Company may deem necessary or expedient
in relation to fractional entitlements or
having regard to any restrictions or
obligations under the laws of, or the
requirements of any recognised regulatory
body or any stock exchange in any territory

outside Hong Kong).

By Order of the Board
Connie S. F. Ho

Company Secretary

Hong Kong, 15 October 2007

Notes:

Every member entitled to attend and vote at the above
meeting is entitled to appoint one or more proxies to attend
and vote instead of him. A proxy need not be a member of

the Company.

Instrument of proxy, to be valid, must be lodged at the
Company’s registered office not less than 48 hours before

the time appointed for holding the meeting.

The purpose of Ordinary Resolution 5A of this Notice is to
seek approval from shareholders for a general mandate to

repurchase shares in the Company.

Concerning Ordinary Resolutions 5B and 5C of this Notice,
the Directors wish to state that they have no immediate
plans to issue any new shares of the Company; approval is
being sought from members as a general mandate in

compliance with the Listing Rules.
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BOARD OF DIRECTORS AND SENIOR
MANAGEMENT

CHAO Sze-Tsung Cecil — Executive Chairman

Aged 71, is the founder and Executive Chairman of the
Group since 1988. Dr. Chao obtained a Bachelor of
architecture degree, with honours, from The University
of Durham, England and subsequently worked in the field
of property, investment, finance and architectural design
for over forty years. He has also worked for Hong Kong
Government Building Department and Architectural
Office and elected as director of Hong Kong Real Estate
Developers’ Association for consecutive 30 years. He is
a Hong Kong registered architect and a member of the
Royal Institute of British Architect and has obtained
Honorary Doctor Degree (Ph. D.) from the U.S. Morrison
University. Dr. Chao is also awarded 2004’s World
Outstanding Chinese and is the Chairman and beneficial
owner of Yan Yin Company Limited and Szehope
Securities Company Limited which are the controlling
shareholders of the Group. Dr. Chao is also director of
the subsidiaries of the Group and an Independent Non-
Executive Director of ENM Holdings Limited, a Mainboard
listed company in The Stock Exchange of Hong Kong
Limited.

LEUNG Wing-Kong Joseph
Mr. Leung, aged 61, is a Director of Chinachem Group

companies. He has over 30 years of experience in finance
and management in property development. Mr. Leung is
presently the Chairman of ENM Holdings Limited, a Hong
Kong listed company. He is also a fellow of the Hong
Kong Institute of Real Estate Administration and a member
of the executive committee of Real Estate Developers
Association of Hong Kong. Mr. Leung does not hold other

positions in the Company or any of its subsidiaries.

ANNUAL REPORT
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LAM Ka-Wai Graham

Mr. Lam, aged 39, holds a Bachelor of Science degree in
Accounting and Statistics and is a qualified accountant.
He is an associate member of the Hong Kong Institute of
Certified Public Accountants and a member of the
American Institute of Certified Public Accountants. Mr.
Lam has around four years’ accounting and auditing
experience and he has also worked for a number of
investment banks for over ten years. He is also an
Independent Non-Executive Director of two other
Mainboard listed companies in Hong Kong, namely
Applied Development Holdings Limited and China
Conservational Power Holdings Limited. Mr. Lam is
currently an Executive Director of an unlisted investment
bank, specializing in equity and equity related financing,
mergers & acquisitions, takeovers and financial advisory,
mainly in the Greater China Region. Mr. Lam does not
hold other positions in the Company or any of its

subsidiaries.

SUN Ping-Hsu Samson
Dr. Sun, M.B.E., J.P., aged 82, is currently the Chairman

of the Sun International Group of Companies. He is also
holding independent non-executive directorship in two
other companies listed on the Main Board of The Stock
Exchange of Hong Kong Limited, namely Oriental Watch
Holdings Limited and National Electronics Holdings
Limited. He was the Deputy Chairman and a Director of
Inchcape Hong Kong Ltd. and its predecessor Gilman &
Co. Ltd. from 1967 to his retirement in 1985. Dr. Sun
has over 50 years experience in marketing, distribution
and manufacturing of wrist watches, and 20 years in
marketing and distribution of consumer products and
electronic goods. He has been a pioneer in developing
trade with China since 1979, and continued to be active

in both trading and manufacturing in China.

Dr. Sun has a long service record in leader’s capacity in
many voluntary community services and charitable
organizations, including Tung Wah Group of Hospitals,
the Community Chest and Scout Association of Hong
Kong.
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LEE Ding-Yue Joseph

Mr. Lee, aged 45, is currently the Director of Universal
Electronics Industries Limited and holds many
directorships in companies in Hong Kong and overseas.
He earned his Bachelor degree in Business Management
& Economics from Sophia University Tokyo in 1984. A
manufacturing & property investment veteran with 23
years of experience, Mr. Lee started his career working
for Kyocera Corporation Japan and returned to Hong Kong
in late 1987 to head the photographic manufacturing
equipment business through the period of conventional
film technologies to digital imaging technologies. Mr. Lee
possessed a sound knowledge in industrial know-how in
China and sound experience in developing distribution

network internationally.

CHAO Howard
Mr. Chao, aged 24, is the elder son of Dr. Cecil Chao,

the Group Executive Chairman and the controlling
shareholder of the Company. Mr. Chao has joined the
Group as Executive Manager since January, 2006. He
holds a Bachelor of Arts in Management of Business
Administration from California State University, Fullerton
of United States of America. Mr. Chao is currently in
charge of the marketing division of Hong Kong and Macau
projects of the Group.

YUNG Philip

Mr. Yung, aged 49, has joined our Group since June,
2005. Mr. Yung has more than 20 years experience in
the Accounting industry. He has worked in Listed Property
Developers in Hong Kong for more than 15 years. Mr.
Yung is currently an Associate Member of the Hong Kong
Institute of Certified Public Accountants and a Fellow
Member of The Association of Chartered Certified
Accountants in the United Kingdom. Mr. Yung is also a

director of the subsidiaries of the Company.

ANNUAL REPORT 2007 £

M



CHEUK NANG (HOLDINGS) LIMITED = 4 ( £ @ ) 5 R 2 =

=E = R BB B E AN B 5 9

PRroFiLEs oF DIRECTORS AND SENIOR MANAGEMENT

55 % HO Sau-Fun Connie

fal/NE - BBF405% - R — IR EER  Miss Ho, aged 40, was appointed as a Director of the
ARAFI2ES - A/PNEDEEAFTIME Company since 1996. She is an associate member of The
NEREERFFWMERITHAEA®Z Hong Kong Institute of Chartered Secretaries and of The
28 —RANEAAMEIEILSE Z T Institute of Chartered Secretaries and Administrators of
FLAE 288 o [a/NMEEARQF REN  U.K. She has been working in the company secretarial
BRIt AEREEES B - field for over 20 years. Miss Ho is also a director of the

subsidiaries of the Company.
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CORPORATE INFORMATION

BOARD OF DIRECTORS
Executive Directors

CHAO Sze-Tsung Cecil

CHAO Howard

YUNG Philip
HO Sau-Fun Connie

Non-Executive Director

LEE Ding-Yue Joseph

Independent Non-Executive Directors
LEUNG Wing-Kong Joseph

LAM Ka-Wai Graham

SUN Ping-Hsu Samson

AUDIT COMMITTEE

LEUNG Wing-Kong Joseph
LAM Ka-Wai Graham
SUN Ping-Hsu Samson

COMPANY SECRETARY
HO Sau-Fun Connie

REGISTERED OFFICE

30th — 35th Floor
Cheuk Nang Plaza
250 Hennessy Road
Wanchai

Hong Kong

AUDITORS

Moores Rowland

Chartered Accountants
Certified Public Accountants
701 Sunning Plaza

10 Hysan Avenue

Causeway Bay

Hong Kong
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BANKERS

Hong Kong

The Bank of East Asia, Limited

Hang Seng Bank Limited

Nanyang Commercial Bank Limited

Bank of Communications Co., Ltd. Hong Kong Branch
DBS Bank (Hong Kong) Limited

China
Hang Seng Bank (China) Limited

Overseas
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| have pleasure to present to shareholders the annual
report of Cheuk Nang (Holdings) Limited (the “Company”,
together with its subsidiaries, the “Group”) for the year

ended 30 June 2007.

RESULTS AND DIVIDEND

The consolidated profit after income tax of our Group
for the year ended 30 June 2007 is HK$483,928,000
(2006: HK$120,968,000), representing an increment of
300% when comparing to last year. Details are set out in

the consolidated income statement.

The Directors resolved to recommend the payment of a
final dividend of HK19 cents (2006: HK17 cents) per
share payable to shareholders whose names appeared on
the register of members at the close of business on 13
November 2007, which together with the interim dividend
of HK5.5 cents (2006: HK4.5 cents) per share, makes a
total distribution of HK24.5 cents (2006: HK21.5 cents)
per share this year, representing an increment of 14%
when comparing to last year. The total amount of dividend
is increased by 191% from HK$18,335,000 of last year
to HK$53,304,000 of this year.

After approval by the shareholders at the Annual General
Meeting, the final dividend will be paid on 10 December
2007.

SCRIP DIVIDEND

The Company proposes that a scrip dividend election
will be offered to shareholders with Hong Kong addresses.
Details of the scrip dividend scheme will be announced

later.
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PLACEMENT, RIGHTS ISSUE AND
WARRANTS

A net proceed in the sum of HK$590,723,000 was
capitalized during 2006-2007 from the stock market
through Rights Issues, Placements of shares and issue of
Warrants. Details of the capitalization are described as

follows:

()  PLACEMENT AND TOP-UP
SUBSCRIPTION OF SHARES

(i) Yan Yin Company Limited (“Yan Yin”), a
substantial shareholder of the Company has
entered into a Placing Agreement with
Citigroup Global Markets Limited (“Citigroup”)
on 28 July 2006 whereby Yan Yin agreed to
sell and Citigroup agreed to purchase
11,000,000 shares in the Company at a total
consideration of HK$44,000,000.

On the same day, the Company has entered
into a Subscription Agreement with Yan Yin
whereby Yan Yin will subscribe and the
Company will allot and issue 11,000,000
shares at a total consideration of
HK$44,000,000. The issue of new shares has
been approved by the Listing Committee of
The Stock Exchange of Hong Kong Limited.

The Placement of Shares was completed on 1
August 2006 and the Subscription of Shares
was completed on 11 August 2006.
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Yan Yin has entered into a Placing Agreement
with Value Partners Limited (“Value Partners”)
on 4 December 2006 whereby Yan Yin agreed
to sell and Value Partners agreed to purchase
10,000,000 shares in the Company at a total
consideration of HK$40,000,000.

On the same day, the Company has entered
into a Subscription Agreement with Yan Yin
whereby Yan Yin will subscribe and the
Company will allot and issue 10,000,000
shares at a total consideration of
HK$40,000,000. The issue of new shares has
been approved by the Listing Committee of
The Stock Exchange of Hong Kong Limited.

The Placement of Shares was completed on 8
December 2006 and the Subscription of Shares

was completed on 15 December 2006.

Yan Yin has entered into a Placing and
Subscription Agreement with the Company and
a Fund Placing Agent on 12 February 2007 to
appoint the Placing Agent for placement of
23,000,000 shares to the investors at total
consideration of HK$164,450,000. Following
the completion of the Placement, Yan Yin will
subscribe and the Company will allot and issue
23,000,000 shares at a total consideration of
HK$164,450,000. The issue of new shares has
been approved by the Listing Committee of
The Stock Exchange of Hong Kong Limited.

The Placement of Shares was completed on
15 February 2007 and the Subscription of
Shares was completed on 26 February 2007.
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RIGHTS ISSUE

Resolution in respect of the rights issue was passed
at the Extraordinary General Meeting of the
shareholders on 14 November 2006 whereby the
issue of 87,737,336 Rights Shares at a price of
HK$4.00 per Rights Share on the basis of one Rights
Share for every one existing shares was approved.
There was over-subscription of rights shares and
the proceed
HK$350,000,000. The Rights Shares were issued to
the shareholders on 5 December 2006.

net received amounted to

(111) BONUS ISSUE OF WARRANTS

(i) A bonus warrants of 37,175,810 units at an
initial share subscription price at HK$5.00 per
share were issued on 12 February 2007 (“2009
Warrants”). The 2009 Warrants are exercisable
at any time between 12 February 2007 and
until 4:00p.m. on 11 February 2009. The
subscription price was adjusted to HK$4.98

after the issue of the 2008 Warrants.

(i) A bonus warrants of 9,814,296 units at an
initial share subscription price at HK$5.50 per
share were issued on 30 April 2007 (“2008
Warrants”). The warrants are exercisable at
any time between 30 April 2007 and until

4:00p.m. on 30 April 2008.

Until now, there are a total of 7,084,017 units of 2009

Warrants and 212,462 units of 2008 Warrants are being
exercised, being approximately 19.06% and 2.16%

respectively of the total issued warrants and a sum of

HK$36,587,710 being credited to the accounts.
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REVIEW OF OPERATIONS AND PROSPECTS
Hong Kong Properties

Year 2007 was the 10th anniversary of the change of
sovereignty for Hong Kong. During the past decade, Hong
Kong property market has experienced pandemonium and
the property market had recovered strongly.
Unemployment rate began to lower and copious hot

money into Hong Kong spurred buying sentiment.

In line with the buying sentiment, active transaction of
property market sustained during 2007. It is anticipated
that the supply in the next three years will be limited
and the property price may be further driven up. By
virtue of the introduction of protected financial measures
in China, investors had to look for other investment
opportunities. A pool of hot money rolled larger, deluxe
houses and apartments were transacted at record highs.
The secondary market was also improved during the

period.

In line with the upward movement of the sales market,
performance of leasing market was brisk as well. Property
rent surged up across the board. The trading activity of
stock market was profoundly robust and the Hang Seng
Index jumped over 28,000. The investment market was

awash with a large amount of hot money.
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Following are description of our main projects:

1.

4.

One Kowloon Peak at Po Fung Terrace, Ting Kau,
Tsuen Wan

The superstructure work of Phase | is completed
and waiting for issue of Occupation Permit. Pre-
sale Consent Application is under preparation and
marketing will start as soon as possible in due

course.

Villa Cecil Phase Il, 192 Victoria Road, Pokfulam
90% of the units in Villa Cecil Phase Il are fully

leased with satisfactory income.

Villa Cecil Phase lll, 216 Victoria Road, Pokfulam
The Occupation Permit in respect of Tower 1 was
issued in July, 2007 and 70% of the units are leased
at satisfactory rental. The site formation and sub-
structure work of Tower 2 has commenced and it is
anticipated that the superstructure work will be
completed in 2009.

Cheuk Nang Plaza (formerly Cheuk Nang 21st
Century Plaza), 250 Hennessy Road

The occupancy of the building remains 90%. The
rate for rental of newly signed lease increased by
40% and it is anticipated that the rental for the

next coming year will be further improved.

Cheuk Nang Lookout, 30 Severn Road, The Peak

Fully rented. Rental income is satisfactory.

Lot No. 1848 in Demarcation District, Shui Hang,
Cheung Chau

Land area of 111,752 square feet was acquired
through an auction sale of Government land on
27th March, 2007 at the price of HK$96,500,000.
The total gross floor area builtable is 44,693 square
feet. It is our intention to develop low rise deluxe
residential villa attached with private garden. The
building plan was submitted to the authority for

approval.
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China Properties

With the continuous growth of the Chinese economy,
rapid pace of urbanization, and the upcoming 2008
Olympic Games and 2010 Shanghai World Expo, the
China real estate market has proved to be a significant
investment opportunity. From a domestic perspective,
there is an increasing level of individual disposable

income and the emergence of a sizable middle class.

The average growth of house prices in 70 major cities
across China particularly in Shenzhen, accelerated in the
first half of 2007, despite central government’s efforts to
cool the property market. Recent measures by the
government have involved the introduction of new taxes,
increasing interest rates and raising the reserve
requirements for banks. Stablizing the property price
should pave the way for the healthy growth of the real
estate in long run. Thus real estate price in China is
expected to continue to rise in a more orderly manner in
the foreseeable future amid a strong economy and

abundant liquidity in the banking system.

Cheuk Nang Garden

Longhwa, Longgang, Shenzhen

The superstructure work is still in progress and it is
anticipated that the construction will be finished by 2009.
Marketing activities will be commenced next year. The
residential prices in Shenzhen are estimated to have
surged by 30% in the first half of 2007, as compared
with 10% in Beijing and 7% in Shanghai. We are
confident that the project will bring good profit to the
Group.
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Macau Properties

The Macau economy was benefited by the rapid growth
in the gambling and tourism sectors, the real gross
domestic product in 2006 rapidly increased by 16.6%.
Following the economic expansion, the consumer index
was increased by 5.2%. The unemployment rate in the

1st quarter of 2007 was decreased to 3.2%.

Following the strong demand for the property market,
the number of transaction has marked a recorded highest
in the first quarter of 2007. The Macau Government has
suspended the policy of property acquisition for
investment emigration in April, 2007 and in the first
instance the transaction of small size properties has
cooled down. It is anticipated that, following the grand
opening of The Venetian, Macau-Resort-Hotel and a few
of large scale development of hotels and casinos, the

market will continue to improve.

Cotai Strip No. 1

Estrada de Seac Pai Van, Coloane

The Group has sold 25% of interest in the project to
Moonfair International Limited at a consideration of
HK$380,000,000. Details of the transaction were
disclosed in the circular dated 28 May 2007. Profit of

the transaction is recorded during this year.

The building plan approval is still being withheld by the
Macau authorities and action was taken to request the
authorities to speed up the approval progress and awaiting
reply. In view of the delay, the Group will request the

original seller of the property for suitable compensation.
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According to the original sale and purchase agreement
entered between Wealthy Victor Limited (“Wealthy
Victor”) (the seller), and Ace Cosmos Finance Limited
(“Ace Cosmos”) (our subsidiary holding company for the
assets), Ace Cosmos shall have the right to forfeit the
sum of HK$50 million which are being held by a firm of
solicitor appointed as the Escrow Agent if Ace Cosmos
cannot obtain approval on architectural building plan
within 18 months from the date of first submission of the
plans to the Macau authorities. Ace Cosmos has formally
notified Wealthy Victor in July, 2007 regarding the
forfeiture and Wealthy Victor has initiated litigation

against the forfeiture.

Malaysia Properties

With the overall economic picture improving, we can
expect the good performance of the high-end
condominium will continue in the foreseeable future.
Foreign direct investment projected to increase over the
medium term and especially the government’s new policy
to release the capital gain tax for property is good news

to the market.

Lot 690, 849, 851, PT77 and PT78, Section 57, Lorong
Perak, Kuala Lumpur, Malaysia

Our site located at Kuala Lumpur’s Golden Triangle is
irrefutably the excellent prime real estate. The area
neighbouring the KLCC Park and the Petronas Twin

Towers.

Phase |

The building already completed. The total net saleable
floor area for residential is 257,000 square feet and for
commercial is 3,000 square feet. Most of the units are
sold and 25 units are being kept for long-term investment

converting to services apartments.
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F_HEERH Phases Il to V
MR EEFHMEELEMEIBEE The total gross floor area is 1,720,000 square feet
1,720,000 F 5 R - 2R B A2 % penetrated amongst 4 towers of residential/commercial
BEEPFIILE - ERETIEMEA - % complex. The Development Order already approved by
+ IR IF AVERR T (F 35 IR A 0 - the authority. Before commencement of building work,
PR EISHMARNAIEITER - ZERR the land is temporarily used as a car park and
L AIE T - BHEIREEE LM  entertainment center. The car park is operated by our
AHEGH B HEE © own management and the entertainment center is leased
to the local entertainment operator with satisfactory rental

income.

REEBREMS INVESTMENT IN HONG KONG STOCK
MARKET

RZZEZLEF/NA - A2 A KE InAugust, 2007, the Company has spent HK$140 million

140,000,000 L A B AR E - lRE to acquire Hong Kong shares. The shares bought are

HERESKR ALERKEHE - RK&EE  combination of blue chips, red chips and H-shares. The

HIEEERGFIRENCESRIFEIHR o shares bought are for long term investment and have

already incurred good profit.

BEREERE POLICY AND OUTLOOK

BEAREB A RIRIEEBESERE IR Although the Subprime Mortgage Lending in the U.S.
HEEMS  BEEEBNMISEEXE has perplexed the global financial market, the Hong Kong
FPEBBAENERTE - SBEEAK is not much affected for it is mostly driven up by the
BIEEEREREBE | RFAMBER China-related influence. The schemes of Qualified
BEBRSEMERGEEANRILBE Domestic Institutional Investors and the pilot programme
EBRBNTZERAKCIER - ZBRE  that allow people in China to acquire Hong Kong shares
MEBEETISEREBF - will die away the impact of the Subprime Mortgage

Lending on the Hong Kong economy. The reduction of

interest rate in U.S. will also benefit the Hong Kong

market as a whole.

FRH - AEBRBIEERD « BITHAX During the year, the cashflow of the Group has increased
D~ BHITRKRERE LHEREFIIEER by HK$1 billion through the activities of placement of
27.58%EmEIFE TIEBILHIREIE shares, rights issue of shares, issue of warrants and selling
e BRI E RIE R - NEBEFIE of 27.58% interest in the Macau project. With improved
BE PR RPFILERADMEMSZE financial strengthened, we will continue to look for new
HREKRS - investment acquisition in the four areas, namely Hong

Kong, China, Macau and Malaysia.
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55 DIRECTORS

PAMBE » RARIITEELABEHE As at the date of this announcement, the Executive

Br(ER) - BNE%L4E - FERESLE Directors are Dr. Chao Sze-Tsung Cecil (Chairman), Mr.

MEIFEFLZ L ERMITEER/RFTHRZ=H Chao Howard, Mr. Yung Philip and Ms. Ho Sau-Fun,

B IFMITEERAFEIEL - 2 Connie; the Non-Executive Director is Mr. Lee Ding-Yue

BRI FERMKREELE - Joseph; the Independent Non-Executive Directors are Dr.
Sun Ping-Hsu, Samson, Mr. Leung Wing-Kong, Joseph
and Mr. Lam Ka-Wai, Graham.

HEE DM By order of the Board

M CECIL CHAO

HITEE Executive Chairman

B —_TTELF+HAWNA Hong Kong, 4 October 2007
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RESULTS

Turnover for the year ended 30 June 2007 (the “Year”)
amounted to HK$94,138,000 (2006: HK$29,889,000), a
215% increase over the same period last year. It was
mainly due to the increase in turnover of sale of properties
in Malaysia and increase in rental income from investment

properties in Hong Kong.

For property leasing, the Year recorded an increase of
19% the
corresponding year in 2006, amounting HK$32,405,000
(2006: HK$27,224,000).

in rental income as compared with

Gross profit for the Year amounted to HK$20,871,000, a
11.5% increase as compared with the same period last
year.

Other income recorded an increase of 17.7% to
HK$111,001,000 when compared with the same period
last year. The income was mainly attributed to profit on
disposal of 27.58% equity interest in a subsidiary.
Revaluation surplus in respect of investment properties
increased by 734.2% to HK$463,545,000 as compared
with the same period last year. Administrative expenses
increased by 54.9% to HK$16,949,000 as compared with
the same period last year. Finance costs recorded a
decrease of 15.4% to HK$22,567,000 as compared with

the same period last year.

Profit attributable to equity holders of the Company for
the Year was HK$473,758,000 as compared to
HK$120,968,000 for the same period last year. Basic
earnings per share was HK$3.06 (2006: HK$1.53) and
diluted earnings per share was HK$3.01 (2006: N/A).
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A final dividend of HK17 cents per share for the year
ended 30 June 2006 (year ended 30 June 2005: HK15
cents) and an interim dividend of HK5.5 cents per share
for the six months ended 31 December 2006 (six months
ended 31 December 2005: HK4.5 cents) were paid during
the Year. Scrip dividend alternative was offered to
shareholders in respect of 2006 final dividend and 2007

interim dividend.

A final dividend has been recommended to pay at HK19
cents (2006: HK17 cents) per share. Together with interim
dividend of HK5.5 cents (2006: HK4.5 cents) per share,
the total dividend for the Year is HK24.5 cents (2006:
HK21.5 cents) per share, representing a total dividend
payout of 8.1% (2006: 14.1%).

TOTAL EQUITY ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

As at 30 June 2007, the Group’s total equity attributable
to equity holders of the Company amounted to
approximately HK$2,746,340,000 (2006:
HK$1,648,890,000), an increase of HK$1,097,450,000
or 66.6% when compared with 30 June 2006. With the
total number of ordinary shares in issue of 217,845,565
as at 30 June 2007 (2006: 76,737,336 shares), the total
equity attributable to equity holders of the Company per
share was HK$12.61,
2006: HK$21.49. The decrease in total equity attributable

to equity holders of the Company per share was mainly

a decrease of 41.3% over 30 June

due to right issue and placing during the Year.

Included in the total equity attributable to equity holders
deferred
HK$374,797,000 on fair value gains on investment

of the Company is tax liabilities of

properties. If such deferred tax liabilities are excluded,
the total equity attributable to equity holders of the
Company will become HK$3,121,137,000 or HK$14.33

per share.
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During the Year, the Group had made payment for
acquisition of lands in Cheung Chau, bought and sold
listed securities investment. Other than the existing
projects and those disclosed in the annual report, the
Group did not have any future plans for material

investment or acquiring capital assets.

RISK MANAGEMENT

The Group has established adequate risk management
procedures that enable it to identify, measure, monitor
and control the various types of risk it faces. This is
supplemented by active management involvement and
effective internal controls in the best interests of the

Group.

EQUITY

The number of issued ordinary shares as at 30 June 2007
and 30 June 2006 were 217,845,565 and 76,737,336

respectively.

DEBT AND GEARING

As at 30 June 2007,
borrowings amounted to HK$867,043,000 (30 June 2006:
HK$1,585,286,000). Cash and bank balances amounted
to HK$61,565,000 (30 June 2006: HK$4,812,000) and
net borrowing amounted to HK$805,478,000 (30 June
2006: HK$1,580,474,000).

the Group’s bank and other

Total debts to equity ratio was 30.9% (30 June 2006:
96.1%) and net debt to equity ratio was 28.7% (30 June
2006: 95.9%).

The decrease in the total debt to equity ratio and the net
debt to equity ratio were mainly due to decrease in
borrowings following to the right issue and placing during

the year.
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At the balance sheet date, the Group’s bank and other
borrowings were denominated in Hong Kong dollars
(98.8%) and Renminbi (1.2%). Of the Group’s total bank
and other borrowings HK$867,043,000, 16.6%, 11.2%,
and 72.2% were repayable within 1 year, 1 to 2 years, 2
to 5 years respectively. The Group’s bank and other
borrowings carried interest rates by reference to HIBOR
and The People’s Bank of China Prescribed Interest Rate.
No hedging for interest rate subsisted at the end of the

Year.

PLEDGE OF ASSETS

As at 30 June 2007, the Group’s investment properties
and properties for sale with their respective book value
of approximately HK$3,238,675,000 (30 June 2006:
HK$2,702,478,000) and HK$821,324,000 (30 June 2006:
HK$626,492,000) were pledged to secure general banking
facilities of the Group.

FINANCIAL AND INTEREST EXPENSES

Financial costs included interest expenses on bank and
other loans, arrangement, facility and commitment fee
expenses.
HK$59,782,000 as compared to HK$47,549,000 for the
last year. Interest expenses for the Year amounted to
HK$22,567,000, representing 15.4% decrease over the
interest expenses of HK$26,660,000 recorded for the

Interest capitalized for the Year was

same period last year. The decrease in interest expense
was mainly due to increase in interest capitalized during
the Year. The average interest rate over the year under
review was 5.88% (2006: 6.57%) which was expressed
as a percentage of total interest expenses over the average

total borrowing.
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REMUNERATION POLICIES AND SHARE
OPTION SCHEME

During the year under review, the Group employed a

total of 47 (year ended 30 June 2006: 41) staff.

Employees were remunerated on the basis of their
performance, experience and prevailing industry practice.
Remuneration packages comprised salary, year end
double pay and year end discretionary bonus based on
market conditions and individual performance. The
Executive Directors continued to review employees’
contributions and to provide them with necessary
incentives and flexibility for their better commitment and
performance. No share option scheme was adopted for

the Year.

HONG KONG

The property market in the year 2007 has shown
substantial growth especially the deluxe residential
development which is our core business. One Kowloon
Peak Phase | is completed and marketing will start after
Pre-sale Consent obtained. We anticipate to achieve good
profit judging from the present sentiment. Villa Cecil

Phase Il has completed and over 70% units leased.

MACAU

The development project, Cotai Strip No. 1, at Estrada
de Seac Pai Van, Coloane Island was at the building
plan approval stage at the balance sheet date. Reservation
has been received from interesting parties since December
2006 and approximately 70% units of Tower 5 has been

reserved.

CHINA

The superstructure work of the Group’s development
project in Longhwa Shenzhen has commenced and the
project is scheduled to complete by 2009. Pre-sale of
the project was scheduled in early 2008 and will achieve

good profit.
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MALAYSIA

Phase | of the development was completed. Most units
are sold. Building plan of Phase Il and V has been

approved and development will commence soon.

PROPERTY VALUATION

A property valuation has been carried out by Messrs.
K.T. Liu Surveyors Limited and Henry Butcher Malaysia
Sdn Bhd in respect of the Group’s investment properties
as at 30 June 2007 and that valuation was used in
preparing 2007 financial statements. The Group’s
investment properties and investment properties under
development were valued at HK$1,426,280,000 and
HK$1,881,175,000 respectively making the total
HK$3,307,455,000 (2006: investment properties and
investment properties under development were valued at
HK$1,156,500,000 and HK$1,552,978,000 making the
total HK$2,709,478,000). The increase in fair value of
approximately HK$463,545,000 was credited to the
income statement for the Year. Properties under
development for sales of the Group were stated at lower

of cost or net realisable value in the financial statements.
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CORPORATE GOVERNANCE REPORT

The Company is committed to maintain a high standard
of corporate governance at all times. The Board believes
that good corporate governance helps the Company
safeguard the interests of its equity holders and improve
the performance of the Group. During the year under
review, the Company had complied with all the applicable
code provisions of the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) for
the year ended 30 June 2007 except the following

deviations:

Code Provision A.4.1

Under the code provision A.4.1 of the Code, non-
executive directors should be appointed for a
specific term and subject to re-election. However,
all the independent non-executive directors are not
appointed for specific terms but are subject to
retirement by rotation and re-election at the annual
general meeting of the Company in accordance
with the provision of the Company’s Memorandum
and Articles of Association. The Company considers
that sufficient measures have been taken to ensure
that the Company’s corporate governance practices

are no less exacting than those in the Code.

Code Provision A.2.1

Under the code provision A.2.1 of the Code, the
role of Chairman and Chief Executive Officer
should be separated and should not be performed
by the same individual. The division of
responsibilities between the Chairman and the Chief
Executive Officer should be clearly established and

set out in writing.
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RARBERRENSE EMAAUE The Company currently cannot comply with the
BEERITRAEBE DB 2R requirement of the Listing Rules to separate the
E e BRMIREBBIRARENRS role of Chairman and Chief Executive Officer. We
HaNBEEITRER  HER are, through different channels, still looking for a
T—HREEAFEENR - suitable person to act as Chief Executive Officer

and with a hope to comply with the requirement

in the next financial year.

Bxg BOARD OF DIRECTORS

EEgEFRER/BETEEL([EE]) - E The Board is chaired by Dr. Chao Sze-Tsung Cecil (the
EEH-FBBELIERITES - —EIEH “Chairman”). The Board comprises three Independent
TEERNBERITESFHAK - EFHE  Non-Executive Directors, one Non-Executive Director and
MERFFEHNAFRPEIBEZEZE12 Four Executive Directors. The names, biographical details
BEEERaREBABMBN] —& o of the directors are set out in the “Profiles of Directors

and Senior Management” on pages 9 to 12 of the annual

report.

BEIENTEENIENITESEHT AR All Independent Non-Executive Directors and Non-
NAGREELER R EEMGF c EF Executive Director bring a variety of experience and
BEHEEES - BRITEFEIEHIT expertise to the Company. The Board includes a balanced
EX(BIEBEUIERITES) g2 EE composition of executive and non-executive directors
SHE-—TE/HILM - BB BYELEL  (including independent non-executive directors) so that
FIET - ARIFNITESFT B RMEE SN & there is an independent element on the Board which can
A EHPHERATEN - effectively exercise independent judgment, and that non-

executive directors should be of sufficient caliber and

B P

number for their views to carry weight.

RAREEESEIIFNITESHEIE - The Company has received from each of the independent
MBRAIEIBMGEEL ZEEFEEHR ©  non-executive directors an annual written confirmation
RARRBABEIIFNITEETIHEE of his independence pursuant to Rule 3.13 to the Listing
S e EATERAREERE - BRI Rules. The Company considers all of the independent
BYIERITEEZHMD ° non-executive directors are independent. The independent

non-executive directors are explicitly identified in all

corporate communications.
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The Board has appointed two Board Committees, namely

Audit Committee and Remuneration Committee. The

composition of the Board and the Board Committees are

set out below and their respective responsibilities are

discussed in this report.

The types of decisions which are reserved to be taken by

the Board include:

5.

matters relating to conflict of interest for a
substantial shareholder or a director of the

Company;

formulation of the Company’s policies relating to
the overall strategic direction and strategic plans,
key business and financial objectives, dividend
policy or entering into contract involving significant
capital acquisition or expenditure;

financial controls, compliance and risk
management for the approval of annual operating
and capital expenditure budgets, the Company’s
financial statements, published reports, price-
sensitive announcements and other disclosure
required under the Listing Rules or other statutory

requirements;

changes to the Company’s capital structure,
including reductions of share capital, share buy-

backs or issue of new securities;

major appointments or removal to the Board, the
Chief Executive Officer, the Company’s chief
financial officer, company secretary and external

auditors;
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changes to the terms of reference or membership
of any committee of the Board and the authority
delegated to the Chief Executive Officer and the

senior management;

matters exceed the authorities of the senior

management; and

the adoption, review and approval of changes of
the Corporate Governance Practical Manual of the
Company, the Code of Ethics and Securities
Transactions entered into by the directors and other
specified senior management of the Group, group
legal policy (if any) and group system control and

risk management policy.

During the year, 34 board meetings were held (inclusive
of 2 full board meetings) and the individual attendance

of each director is set out below:

HEESE YRR i

Number of Board

EEHA Name of Director
g iE L Chao Sze-Tsung Cecil
g Chao Howard?

Ik B Yung Philip

Al 55 2% Ho Sau-Fun Connie
FRE Lee Ding-Yue Joseph?
2T Leung Wing-Kong Joseph
MR B Lam Ka-Wai Graham
FBREE L Sun Ping-Hsu Samson?

WAL  FRERRELR -_ZTR

Meetings attended

Attendance rate

34 100%
16 86%
34 100%
34 100%
1 100%*
2 100%*
2 100%*
1 100%*

FH+-A—RZERESE H FltI R
BHERT_A—AUNBRzEE

O
/N

i3

HE

¢

palll3

tEELFRREES

8
ik

2
=23

i

Mr. Chao, Mr. Lee and Dr. Sun were appointed as director
on 1 December 2006 and therefore, has not attended

the meetings which were held prior to 1 December 2006

The attendance rate is calculated based their attendance

at full board meetings
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The directors of the Company are responsible for the
preparation of financial statements of the Group which
give a true and fair view, and are prepared in accordance
with the relevant statutory requirements and applicable
accounting standards in force, and are published in a
timely manner. The directors of the Company are also
responsible for selecting and applying on a consistent
basis suitable accounting policies and ensuring timely
adoption of Hong Kong Accounting Standards and Hong
Kong Financial Reporting Standards.

The directors of the Company acknowledge their
responsibility for preparing the financial statements of
the Company and report that the Company has announced
its annual and interim results in a timely manner after
the end of the relevant period, as laid down in the Listing

Rules.

The Board members have no financial, business, family
or other material/relevant relationships with each other
save that Mr. Howard Chao is the son of the Chairman.
When the Board considers any proposal or transaction in
which a Director has a conflict of interest, he declares

his interest and is required to abstain from voting.

Given the composition of the Board and the skills,
knowledge and expertise that each Director brings to
bear in its deliberations, the Board believes that it is
appropriately structured to provide sufficient checks and
balances to protect the interests of the Group and the
shareholders. The Board will review its composition
regularly to ensure that it has the appropriate balance of
expertise, skills and experience to continue to effectively

oversee the business of the Company.
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CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

The Company has identified the roles of Chairman and
Chief Executive Officer under the Listing Rules and
understood that the two positions cannot be performed
by the same individual to ensure that there is a clear
division of responsibilities at the board level to entail a

balance of power and authority.

The Chairman is responsible for leadship of the Board,
for ensuring that the Board functions effectively, and for
ensuring communication of the views of the Board to the
public. In performing this role, the Chairman’s
responsibilities include chairing meetings of the Board;
ensuring the board meetings receive accurate, complete,
timely and clear information concerning affairs of the
Company; ensuring constructive relations between
executive and non-executive directors; formulating for
discussion and decision, questions which have been
moved for the consideration of the Board; ensuring that
all directors are properly briefed on issues arising at board
meetings; acting as liaison between the Board and
management; in consultation with the Chief Executive
Officer and the company secretary or his/her designated
delegates, drawing up and approving the agenda for each
board meeting taking into account, where appropriate,
any matters proposed by the other directors for inclusion
in the agenda; and at least annually hold meetings with
non-executive directors (including independent non-
executive directors) without the presence of the executive

directors.

The Chief Executive Officer is primarily responsible for
recommending policy and strategic directions for Board
approval, implementing the strategies and policies
adopted by the Board and conducting the day-to-day

operation of the Company.
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The Company currently cannot comply with the
requirement of the Listing Rules to separate the role of
Chairman and Chief Executive Officer. We are, through
different channels, still looking for a suitable person to
act as Chief Executive Officer and with a hope to comply

with the requirement in the next financial year.

TERMS OF NON-EXECUTIVE DIRECTORS

Code provision A.4.1 of the Code requires that non-
executive directors should be appointed for a specific

The

independent non-executive directors of the Company are

term and should be subject to re-election.

not appointed for specific terms but are subject to
retirement by rotation and re-election at least once every
three years in accordance with the provision of the
Company’s Articles of Association. As such, the Company
considers that sufficient measures have been taken to
serve the purpose of this code provision. Three out of the
four non-executive directors have remunerated at
HK$20,000 per year and the remaining has remunerated
at HK$48,000 per year.

REMUNERATION COMMITTEE

The Remuneration Committee is chaired by an
Independent Non-Executive Director Mr. Leung Wing-
Kong Joseph and comprises one Independent Non-

Executive Director and one Executive Director.

The Remuneration Committee is primary responsible for
formulating and making recommendation to the Board
on the Group’s policy and structuring the remuneration
of the directors of the Company and the senior
management of the Group. No Directors or any of his
associates is involved in deciding his own remuneration.
The remuneration package of the Directors includes salary,
bonus and pension. The remuneration level is determined
by reference to the expertise, performance and experience

possessed by each Director.
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The Remuneration Committee shall meet at least once a
year or as requested by the director responsible for

resources function.

During the year, the Remuneration Committee has not
met and it is intended that the Committee members will
meet once by the end of each calendar year to review
the remuneration packages of the staff of the Group for

the coming year.

AUDIT COMMITTEE

The Audit Committee comprises three independent non-
executive directors, namely Dr. Sun Ping-Hsu Samson,
Mr.

Graham and Mr. Lam Ka-Wai Graham is the chairman of

Leung Wing-Kong Joseph and Mr. Lam Ka-Wai

the Audit Committee. The composition and members of
the Audit Committee complies with the requirements

under Rule 3.21 to the Listing Rules.

The main function of the Audit Committee is to assist the
Board to oversee the financial report system, risk
management and internal control procedures and the
external audit functions. The Audit Committee annually
assesses the appointment of the external auditor, taking
into account the quality and rigor of the audit, the quality
of the auditors service provided, the audit firm’s quality
control procedures, relationships between the external
auditors and the Company and the independence of the

external auditors.
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During the year, two Audit Committee meetings were

held. The individual attendance of each member is set

out below:
HESZBRY
Number of i E =
RE AR Name of Member meetings attended Attendance rate
HRR Sun Ping-Hsu Samson? 1 100%
RET Leung Wing-Kong Joseph 100%
N7 Lam Ka-Wai Graham 100%
: RETR_ZZREFT_A—HBZE - Dr. Sun were appointed as director on 1 December 2006
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and therefore, has not attended the meeting which was

held prior to T December 2006.

The Audit Committee has reviewed the accounting
procedure and policies adopted by the Company and
discussed with management the internal controls and
financial reporting matters. To monitor the integrity of
the financial statements of the Company, the Audit
Committee has reviewed the interim report for the period
ended 31 December, 2006, the audited financial
statements for the year ended 30 June, 2007 before their

submission to the Board.

NOMINATION COMMITTEE

The Company has not set up a Nomination Committee
yet. According to the Articles of Association of the
Company, the Board has the power from time to time
and at any time to appoint any person as a Director
either to fill a casual vacancy or as an addition to the
Board. The current nomination procedures for
appointment of new directors would normally take into
consideration of the candidate’s past experience,
qualifications and any other factors, if any, which are
relevant to the Company’s business. Then, short listed
candidates with their biographies for directorship would
be brought to the Board before meeting for consideration

as soon as it is practicable.
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= B A B = AUDITORS’ REMUNERATION

FRN - SEARRINEZBENEH &5 During the year, the fees paid or payable to external
Bl = 75 Fir () AR SR BB R E X BUR 7 & auditors of the Company Messrs. Moores Rowland were
FZERE (BRERNER) M2 &FE approximately HK$530,735 and HK$171,820 for statutory
Nz B8RBD A A530,7358 0 %171,820 audit services rendered and non-audit services rendered
ABTT o (including disbursement fees) to the Group respectively.

AEETRERE TEINTE AR ZEE The Group also appointed other external auditors for the

EZTIEZEEMINSIZEAED - 5 5L  statutory audit purposes of certain overseas subsidiaries

IREZEIRGE 22 4419,630%8 T ©  and their remuneration for audit services rendered was
approximately HK$19,630.

R BE 1= INTERNAL CONTROLS

AEBANHEZERGBRIEEMAEEIE The Group’s system of internal control includes a defined
8 - WEABIRFIBE - BBIVAEEE management structure with limits of authority, and is
BEBKEE  REEETENREEME designed to help the Group achieve its business
ERTHERRHE  #IFZES5T5C objectives, safeguard its assets against unauthorized use
8 - AR AT EM B EREARNZLH AR or disposition, ensure the maintenance of proper
A& UARBRMAEBBED KRB o accounting records for the provision of reliable financial
ZAERREEEESIE (BEIER®E) IRE - information for internal use or for publication, and ensure
DRI HIBERERRMSER - compliance with relevant laws and regulations. The system
ERFEIE (MIEER) AEBZERLF K is designed to provide reasonable, but not absolute,
BRAREERNRNEEEBBIZ 2R o assurance against material misstatement or loss, and to

manage rather than eliminate risks of failure in the

Group’s operational systems and in the achievement of

the Group’s business objectives.

%%@%\%%E\%ZEHZK%@W“BW? The Board has overall responsibilities for maintaining a
AR - NOEFE - £EFER sound and effective internal control system of the Group.
B RARAICNEEERGFTTE B - For the year under review, the Board considered that the
MmARG —BEFTRINBEBAZEE Company’s internal control system is adequate and
2 SFRIMEST o effective and the Company has complied with the code

provisions on the internal controls of the Code.
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The Board recognizes that constant changes taking place
in the business environment which require periodic
reviews of the system of internal controls. Well-managed
internal controls enable effective and efficient operations,
ensure the reliability of internal and external reporting
and assist in the compliance with applicable laws and
regulations. The Board will consistently review the system

of internal controls to ensure its effectiveness.

DIRECTORS” AND AUDITORS’
RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for the
preparation of the financial statements of the Company
and ensure that they are prepared in accordance with
statutory requirements and applicable accounting
standards. The Directors also ensure the timely publication

of such financial statements.

The statement of the external auditors of the Company
with regard to their reporting responsibilities on the
Company’s financial statements is set out in the Report

of the Auditors on pages 54 to 56.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable
enquiries, they are not aware of any material uncertainties
relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going

concern.
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DIRECTORS’ SECURITIES TRANSACTION
The Company has adopted the Model Code for Securities

Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Listing Rules for
securities transactions by directors of the Company. A
copy of the Model Code has been sent to each Director
of the Company. Also, formal written notices are sent to
the Directors one month before the date of the Board
meeting to approve the Company’s half-year result and
annual result, as a reminder that the Directors cannot
deal in the securities and derivatives of the Company

until after such results have been published.

Under the Model Code, Directors of the Company are
required to notify the Chairman and receive a dated
written acknowledgement before dealing in the securities
and derivatives of the Company and, in the case of the
Chairman himself, he must notify the Board and receive
a dated written acknowledgement before any dealing.

Having made specific enquiries, all Directors have
confirmed that they have complied with the required
standard set out in the Model Code throughout the

accounting year under review.

Directors’ interests as at 30 June 2007 in the shares of
the Company and its subsidiaries (within the meaning of
Part XV of the Securities and Futures Ordinance) are set

out on page 49.

ANNUAL REPORT

2007 F£%#| 43



CHEUK NANG (HOLDINGS) LIMITED = 4 ( £ @ ) 5 R 2 =

44 |ANNUAL

- - = N2N
*t £ B A

Hw &

CoRrPORATE GOVERNANCE REPORT

REERE

RRRMEE IR BREENRER LB
B AARARBEMEBD Z2HFFTEHN
FREFRIBERZFRIAHHREA - K
NAEBEDINEZRKREE N
8 AR ERERRFBIEE - K
SETEARERIEEERHEN ZEXK
;EHEDFHADE  EFE B
RUFEAKEEHERELER - L EB
REHFEBRRERRE - U REMEEE
HEEZEXARRAEEEEERBAXR

=3
I °

RIREBRBE  ARANR_ZTTLF
A WMERNK LA H B U

www.cheuknang.com A2 B @A A

AIREXBZEZHERTRESE -

RRBFAE/ANAFEDERREE
RIS - ARAFSBRR L ERRBF
g MERBER&KL -+ —XAT=E
T XFER/HEEHNAS LREAR
BASEBEER2RHE RRERg L
KM ERERBLEFRREZEILRE
- PIAE B E R E = R EIEZERED -

.
ES

ERETRERREFZFBLRRE
SRETRBERR ZENC HNBE AN F R
M2 B ERBINA » B INEA A
RERBZRZEBFBLREERESZ
B RE -

2007 F£ 8

REPORT

INVESTOR RELATIONS

The Company continues to enhance relationship and
communication with its investors. Detailed information
about the Company’s performance and activities is
provided in the annual report and the interim report which
are sent to shareholders. The Company maintains close
communications with investors analysts, fund managers
and the media by individual interviews and meetings.
The Group also responds to requests for information and
queries from the investors in an informative and timely
manner. The Board also welcomes the views of
shareholders on matters affecting the Group and
encourages them to attend shareholders’ meetings to
communicate any concerns they might have with the

Board or senior management directly.

In order to promote effective communication, the
Company’s website www.cheuknang.com was formally
established in early September, 2007 which provides the
most up-to-date information relating to the Company and

its business for the investors.

The annual general meeting is used as an opportunity to
communicate with all shareholders. Shareholders are
encouraged to attend the annual general meetings for
which a notice would be served with at least 21 days
period. The Chairman and/or Directors are available to
answer questions on the Group’s business at the meetings.
At general meetings, separate resolutions are proposed
on each substantially separate issue such as the election

of individual directors and re-appointment of auditors.

Details of poll voting procedures and the rights of
shareholders to demand a poll are included in a circular
to shareholders accompanied the annual report. The
circular also includes relevant details on proposed
resolutions, and biographies of each candidates standing

for re-election.
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The Directors submit to the shareholders their report
together with the audited financial statements for the

year ended 30 June 2007.

PRINCIPAL ACTIVITIES

The Company operates as an investment holding
company. Principal activities of the subsidiaries are set

out in note 1 to the financial statements.

An analysis of the Group’s performance for the year by
business and geographical segments is set out in note 6

to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 30 June
2007 are set out in the consolidated income statement

on page 57.

An interim dividend of HK5.5 cents (2006: HK4.5 cents)
per share, totaling HK$11,875,000 was paid on 14 May
2007.

The Directors resolved to recommend the payment of a
final dividend of HK19 cents (2006: HK17 cents) per
share payable to those shareholders whose names
appeared in the register of members as at the close of
business on 13 November 2007, which together with the
interim dividend of HK5.5 cents (2006: HK4.5 cents) per
share, makes a total distribution of HK24.5 cents (2006:
HK21.5 cents) per share this year.

After approval by the shareholders at the Annual General
Meeting, the final dividend will be paid on 10 December
2007.
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FIVE YEARS FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the

Group for the last five financial years is set out on page 2.

SHARE CAPITAL

Details of the movements in share capital are set out in

note 28 to the financial statements.

RESERVES

Movements in the reserves of the Company and the Group
during the year are set out in note 29 to the financial

statements.

Distributable reserves of the Company at 30 June 2007,
calculated under section 79B of the Hong Kong
Companies Ordinance, amounted to HK$269,817,000
(2006: HK$140,273,000).

INVESTMENT PROPERTIES AND PROPERTY,
PLANT AND EQUIPMENT

Details of the movements in investment properties and
property plant and equipment of the Group are set out in

notes 15 and 16 to the financial statements respectively.

PROPERTIES

Details of the Group’s interest in properties are set out

on pages 148 to 152.
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BANK LOANS, OVERDRAFTS AND OTHER

BORROWINGS

The amounts of bank loans, overdrafts and other

borrowings of the Group at 30 June 2007 were as follows:

Bank loans

Bank loans

£
Group
BETIT
HK$"000
707,284
Advances from a related company 67,000
Advances from a director 92,759
867,043
Repayment analysis:
— within one year 143,573
— in the second year 97,200
— in the third to fifth years inclusive 466,511
707,284
Advances from a related company
— no fixed repayment term 67,000
Advances from a director
— no fixed repayment term 92,759
867,043

The Group’s debt to equity ratio was approximately 31%

(2006: 96%) expressed as a percentage of bank loans

and other borrowings over net assets of the Group. The

ratio of bank loans and overdrafts, advances from a

director and a related company over the Group’s financial
debts is 82% (2006: 75%) and 18% (2006: 25%)

respectively.
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Most of the Group’s cash and bank balances, bank loans
and other borrowings were denominated in Ringgit
Malaysia, Renminbi and Hong Kong dollar as at 30 June
2007.

DIRECTORS

The Directors during the year and up to the date of this

report were:

Executive Directors

Dr. Chao Sze-Tsung Cecil (Chairman)
Mr. Chao Howard
Mr. Yung Philip

Ms. Ho Sau-Fun Connie

Non-Executive Director

Mr. Lee Ding-Yue Joseph

Independent Non-Executive Directors

Mr. Leung Wing-Kong Joseph
Mr. Lam Ka-Wai Graham

Dr. Sun Ping-Hsu Samson

Mr. Chao Howard, Mr. Lee Ding-Yue Joseph and Dr. Sun
Ping-Hsu Samson will retire in accordance with Article
94 of the Company’s Articles of Association at the
forthcoming Annual General Meeting and, being eligible,

offer themselves for re-election.

Mr. Yung Philip and Mr. Lam Ka-Wai Graham will retire
at the forthcoming Annual General Meeting and, being
eligible, offer themselves for re-election.

None of the Directors has a service contract with the
Company which is not terminable by the Company within
one year without payment of compensation, other than
statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVE’s
INTERESTS IN SHARES AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

At 30 June 2007, the interests and short positions of the
Directors and Chief Executive in the shares of the
Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO”), as recorded in the register
maintained by the Company pursuant to Section 352 of
the SFO or as otherwise notified to the Company and the
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies, were as

) BERAA

i

Name

Chao Sze-Tsung Cecil
HE

Lee Ding-Yue Joseph
FHRE

fret - BHEBELTN ERAEEZ DEER
@] ARB 2 EERRMABRAD
AR REBFBERABAE 2K

,f/'\ °

follows:

[N
Equity

Ordinary Shares
of HK$0.1 each
BT RR0.1E T

2009 Warrants
“EEAFREES

2008 Warrants
—ET N\ ERBER

Ordinary Shares
of HK$0.1 each
BT RR0.1E T

2009 Warrants
“EENTRBEE
2008 Warrants
—TETNFRRERE

B A =
Personal
interest

9,608,984

1,900,887 units
1,900,887 7

432,019 units
432,019

1,011,000

200,000 units
200,000 {7
45,455 units
45,455 1

% B
Corporate
interests

104,820,827

11,776,225 units
11,776,225 15

4,712,897 units
4,712,897 1»

Note : The shareholdings disclosed by Dr. Chao Sze-Tsung
Cecil under the heading “Corporate Interests” in the

above represents the shares held by Yan Yin Company

Limited and Szehope Securities Company Limited,

substantial shareholders of the Company.
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The Company did not grant to the Directors, Chief
Executive or their associates any right to subscribe for

shares in the Company.

Save as disclosed above, none of the Directors or their
associates had any interest or short position in the shares
of the Company or its subsidiaries as at 30 June 2007
that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies.

At no time during the year was the Company, any of its
subsidiaries, its fellow subsidiaries or its holding company
a party to any arrangements to enable the Directors of
the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company

or any other body corporate.

INTEREST DISCLOSEABLE UNDER THE SFO
AND SUBSTANTIAL SHAREHOLDERS

At 30 June 2007, the register of interests in shares
maintained under Section 336 of the SFO shows that the
Company had not been notified of any substantial
shareholders’ interests, being 5% or more of the
Company’s issued share capital, other than those of the

Directors and Chief Executive as disclosed above.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, redeemed or sold any of the Company’s shares

during the year.

DIRECTORS’ INTERESTS IN CONTRACTS

There are no contracts of significance in relation to the
Group’s business to which the Company, any of its
subsidiaries, its fellow subsidiaries or its holding company
was a party and in which a Director of the Company had
a material interest, whether directly or indirectly, subsisted

at the end of the year or at any time during the year.
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RELATED PARTY TRANSACTIONS

Details of related party transactions are set out in note
32 to the financial statements and in the above under

Directors’ interests in contracts.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Group were entered into or existed during

the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest suppliers and the largest
supplier of the Group accounted for 69.0% and 35.1%

respectively of the Group’s total purchases.

During the year, the five largest customers and the largest
customer of the Group accounted for 22.3% and 6.8%

respectively of the Group’s total turnover.

Among the Group’s five largest suppliers, Cecil Chao &
Associates Limited, of which Dr. Chao Sze-Tsung Cecil is
a director and beneficial owner, contributed to 16.2% of

the Group’s total purchases.

Save as aforesaid, at 30 June 2007, none of the Directors,
their associates, or any shareholder (which to the
knowledge of the Directors owns more than 5% of the
Company’s share capital) had any beneficial interests in

the Group’s five largest customers and suppliers.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details in respect of the Directors and
senior management of the Group are set out on pages 9

to 12.
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STAFF
As at 30 June 2007, the Group employed 47 staff. Staff

remuneration packages are normally reviewed annually.
The Group also provides other staff benefits, which
include year end double pay and contributions to defined

contribution retirement schemes.

CONTINUING CONNECTED TRANSACTIONS

The Group carried on certain continuing connected
transactions under a Business Services Agreement dated
21 September 2006 between the Group and Cecil Chao
& Associates Limited (“CCAL”). Pursuant to the Business
Services Agreement, CCAL is engaged to provide
architectural, engineering, design, project management
and related services to the Group. CCAL is a company
wholly-owned by Dr. Cecil Chao, the Chairman and the
substantial shareholder of the Group. The agreement have
commenced from 21st September 2006 for three years
ending 30 June 2009. Newspaper announcement setting
out the details of the agreement was made on 22

September 2006.

The Directors (including the Independent Non-Executive
Directors), have reviewed and confirmed that the above
continuing connected transactions have been entered into

by the Group:

(@) in the ordinary and usual course of business of the

Group;

(b) either on normal commercial terms or, if there are
not sufficient comparable transactions to judge
whether they are on normal commercial terms, on
terms no less favourable to the Group than terms
available to or from (as appropriate) independent

third parties; and
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(c) in accordance with the relevant agreement governing
them on terms that are fair and reasonable and in
the interests of the shareholders of the Company as

a whole.

The Auditors of the Company have also reviewed these

transactions and confirmed to the Board that:

(@) they have been approved by the Board of the
Company;

(b) they are in accordance with the pricing policies of
the Group if the transactions involve provision of

goods and services by the Group;

(c) they have been entered into in accordance with the

relevant agreement governing the transactions; and

(d) they have not exceeded the relevant annual caps

disclosed in previous announcements.

AUDITORS

The auditors, Moores Rowland Mazars have changed their
name to Moores Rowland on 1 June 2007 and combined
their practice with Grant Thornton. As a result of this
change, the directors propose to appoint Grant Thornton
as auditors of the Company at the forthcoming annual

general meeting.

On behalf of the Board
Cecil Sze-Tsung Chao

Executive Chairman

Hong Kong, 4 October 2007
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To the members of
Cheuk Nang (Holdings) Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements
of Cheuk Nang (Holdings) Limited (the “Company”) set
out on pages 57 to 147, which comprise the consolidated
and company balance sheets as at 30 June 2007, and the
consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash
flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory

notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the Hong
Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control
relevant to the preparation and the true and fair
presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in

the circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these
financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with
section 141 of the Hong Kong Companies Ordinance,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the

contents of this report.
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INDEPENDENT AUDITORS’ REPORT

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to
whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on
the auditors’” judgement, including the assessment of the
risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk
assessments, the auditors consider internal control
relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the
appropriateness of accounting polices used and the
reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation

of the financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit

opinion.
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OPINION

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 30 June 2007 and of the Group’s
profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance

with the Hong Kong Companies Ordinance.
Moores Rowland
Chartered Accountants

Certified Public Accountants

Hong Kong, 4 October 2007
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CONSOLIDATED INCOME STATEMENT
HE2—_ZZ+F,XA=1+HILFE FOR THE YEAR ENDED 30 JUNE 2007

TN
2006
TAT

HK$'000

[l
A
Al

29,889

(11,178)

18,711

94,290

55,567

(10,940)
(26,660)

130,968

(10,000)

120,968

120,968

120,968

18,335

—EELE
2007
Ft it FTER
Note HK$’000
Turnover 5 94,138
Direct costs (73,267)
Gross profit 20,871
Other income 7 111,001
Change in fair value of
investment properties 15 463,545
Administrative expenses (16,949)
Finance costs 8 (22,567)
Profit before income tax 9 555,901
Income tax expense 10 (71,973)
Profit for the year 483,928
Attributable to:
Equity holders of the Company 473,758
Minority interests 10,170
Profit for the year 483,928
Dividends 12 53,304
Earnings per share 13
Basic 3.068 T
Diluted 3.01 8T

1.53/8 JC
i A
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FIRBEE
REMF

ME - BEERE
REBRERE
AHHESHEE
BBER
HiIEREEE

RBEE

FHEZBERTYE

BEERZFENE
wmon BEINER
U 5 AR B TR B
TRMEE
FEYE 5 R K
H fth & Ui B R
HIA RS
RITEFRRE

RBEE
BNE SRR
H ftb & A< B X

EERRZRY BN

BEEBEZRY N

A

REBEEFRR

REERABDAEE

ff &t

Note
Non-current assets
Investment properties 15
Property, plant and equipment 16
Interest in joint ventures 17
Available-for-sale financial assets 18
Mortgage loans 19
Other non-current asset 21

Current assets
Properties under development

for sale 22
Completed properties for sale 22
Financial assets at fair

value through profit

or loss 23
Trade and other

receivables 24
Prepaid tax

Bank balances and cash

Current liabilities
Trade and other

payables 25
Current portion of advances

from a director 32(b)
Current portion of

interest-bearing borrowings 26

Taxation

Net current assets

Total assets less current liabilities

58 [ANNuUAL REPORT 2007 F#

—EELF —EER
2007 2006
FET FA T
HK$’000 HK$'000
3,307,455 2,709,478
2,830 2,869
- 1
501 577
950 950
3,311,736 2,713,875
914,235 752,830
47,336 97,103
2,932 461
6,857 4,953
637 58
61,565 4,812
1,033,562 860,217
293,948 34,796
- 230,000
143,573 200,954
6,236 2,205
443,757 467,955
589,805 392,262
3,901,541 3,106,137
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Non-current liabilities

Non-current portion of
interest-bearing borrowings

Non-current portion of
advances from a director

Advances from a related
company

Deferred tax liabilities

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Total equity attributable
to equity holders of

the Company

Minority interests

TOTAL EQUITY

iR

Chao Sze-Tsung Cecil

EF

Director
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COoONSOLIDATED BALANCE SHEET
RZZEZ+F;XH=1+H AS AT 30 JUNE 2007

it aF
Note

26

32(b)

32(a)
27

29(a)
28

—EELF —EER
2007 2006
FBT FAT
HK$’000 HK$'000
563,711 983,500
92,759 105,961
67,000 64,871
371,121 302,915
1,094,591 1,457,247
2,806,950 1,648,890
21,785 7,674
2,724,555 1,641,216
2,746,340 1,648,890
60,610 -
2,806,950 1,648,890

B 4t

Yung Philip

EF

Director

ANNUAL

Approved and authorised for issue by the Board of Directors
on 4 October 2007
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ERBEE
AHEESRmEE

ME AR 2 Es

RBEE
H {th & W AR 3R
RITEFARRE

nBEeE

BN E SRR K

EZRAFZRY
BB

BB

EEFHE
MRA K A 1
BEEITRA
ff 18

FER B

Non-current assets

Available-for-sale financial
assets

Interest in subsidiaries

Current assets
Other receivables
Bank balances and cash

Current liabilities

Trade and other
payables

Current portion of advances
from a director

Taxation

Net current liabilities

Total assets less current
liabilities

Non-current liabilities

Advances from a related
company

Non-current portion of
advances from a director

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

23
Note

18
20

24

25

32(b)

32(a)

32(b)

29(b)
28

—BRLF  —TIAF
2007 2006
FET FAB T
HK$’000 HK$’000
1,539,320 893,652
1,539,320 893,652
1 1

5,156 60
5,157 61
636 9,602

- 99,923

5,613 1,621
6,249 111,146
(1,092) (111,085)
1,538,228 782,567
67,000 64,871
92,759 105,961
159,759 170,832
1,378,469 611,735
21,785 7,674
1,356,684 604,061
1,378,469 611,735

R-ZFZLFTANBRKESZSHEN Approved and authorised for issue by the Board of
Directors on 4 October 2007

T
iR =]
Chao Sze-Tsung Cecil
EF
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQuiTy
HE2—_ZZ+F,XA=1+HILFE FOR THE YEAR ENDED 30 JUNE 2007

Total equity at 1 July

Net income recognised
directly in equity:

Exchange differences arising

on translation of the
financial statements of
subsidiaries

Profit for the year

Total recognised income
for the year

Final dividend paid
Interim dividend paid

Increase in minority interests

on partial disposal of
a subsidiary

Movements in equity
arising from capital
transactions:

Issue of shares (net of
share issue expenses):
Scrip dividend scheme
Placement of shares
Rights issue
Exercise of warrants

Total equity at 30 June

Total recognised income for the year

attributable to:

Equity holders of the Company

Minority interests

—®BLE  —TTAA
2007 2006
Ft &t FTERT FHET
Note HK$’000 HK$'000
1,648,890 1,523,647
29(a) 13,292 5,854
29(a) 483,928 120,968
497,220 126,822
29(a) (14,915) (10,977)
29(a) (11,875) (3,420)
(26,790) (14,397)
50,440 —
29(a)
10,978 12,818
239,775 —
350,950 —
35,487 —
637,190 12,818
2,806,950 1,648,890
487,050 126,822
10,170 —
497,220 126,822
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OPERATING ACTIVITIES
Cash generated from (used in)

operations

Overseas profits tax (paid)

refund

Hong Kong profits tax paid

Finance costs paid

Net cash used in operating

activities

INVESTING ACTIVITIES

Interest received

Purchase of property, plant

and equipment

Acquisition of a subsidiary
Additions of investment

properties

Additions of properties under
development for sale
Proceeds from partial disposal

of a subsidiary

Proceeds from disposal of

property, plant and
equipment

Proceeds from disposal of
completed properties for sale
Proceeds from sale of financial

assets at fair value

through profit or loss
Purchase of financial assets
at fair value through

profit or loss

Repayment of mortgage loans

Net cash used in investing

activities

—BTLE  —FEAAF

2007 2006

i Fi# Fis 7T
Note HK$’000 HK$/000
>0 15,414 (4,479)
(315) 113
- (325)

(82,349) (74,734)

(67,250) (79,425)

1,214 394

o - (794,817)
(134,432) (9,593)

(81,931) (36,319)

7 159,718 _
10 f

49,885 f

1,206 931

3,173) G

76 o7

(8,144) (841,380)
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Note

FINANCING ACTIVITIES
Issue of share capital,
net of expenses
Dividends paid
New bank loans raised
Repayment of bank loan
Addition (Repayment) of advance
from a related company
(Repayment) Addition of advance
from a director
Addition of amounts due to

minority shareholders

Net cash from financing

activities

Net increase (decrease) in

cash and cash equivalents

Cash and cash equivalents

at beginning of year

Cash and cash equivalents
at end of year, represented

by bank balances and cash

2 xR

—ETLE —TEAF
2007 2006
TFAT FHET
HK$’000 HK$’000
637,190 12,818
(26,790) (14,397)
616,185 1,579,054
(1,093,355) (752,977)
2,129 (249,924)
(243,202) 335,961
239,990 —
132,147 910,535
56,753 (10,270)
4,812 15,082
61,565 4,812
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GENERAL INFORMATION
Cheuk Nang (Holdings) Limited (the “Company”) is

a limited liability company incorporated in Hong
Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited. The address of the
Company’s registered office and principal place of
business are disclosed in the Corporate Information

section of the annual report.

The principal activities of the Company and its
subsidiaries (collectively, the “Group”) are
principally engaged in the property development and
investment and provision of property management

and related services.

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes
all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting
Standards (“HKAS”) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally
accepted in Hong Kong and the requirements of the
Hong Kong Companies Ordinance. These financial
statements also comply with the applicable
disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited.
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3= ||

== e PN

ADOPTION OF NEW OR AMENDED
HKFRSs

21 RZEERF—F—HBH&EXZ

el REET BB BREE
Ll

H-TTERFLA—HE K
SEERMEEXBER
RIRREERREV B HREE
A > BFETINFET - BEFT R
EEFwREEVBREE
U

EREGTTERIFE 2158 (BRI AK)
HKAS 21 (Amendment)
BB G ERIFE395 (EFTA)
HKAS 39 (Amendment)
BEREGTERIFE3I5HR N

BT B HREEAE4HR (EFTA)
HKAS 39 & HKFRS 4 (Amendment)

BV BHREEL -2EE4R

HKFRS-Interpretation 4

BRIt % T 5T R AT A BT B B
BRI T RS A EERA
ARBHBEEEREAZS -
T A SR B S A A 2
RAE 4 2 B S BA MR E AR

= 488
B2 o

2.1 New or amended HKFRSs effective on

1 January 2006

From 1 July 2006, the Group has adopted the
new and amended HKFRSs which are relevant
to its operations. These include the following

new, revised and renamed HKFRSs:

RBINEB 2 FIRE

Net Investment in a Foreign Operation
EEARFEARK

The Fair Value Option

MBERE X

Financial Guarantee Contracts
ErztimeaEcsEE
Determining whether an Arrangement

contains a Lease

The adoption of these new and amended
HKFRSs did not result in significant changes to
the Group’s and the Company’s accounting
policies and had no significant financial impact
on the Group’s and the Company’s financial

statements for the current and prior years.
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MR E RS B E R
BHRRBREAVBZE -

HRE G ERIE 15 (BFTA)

HKAS 1 (Amendment)

HERUEREERNE75R

HKFRS 7

HBUEREERNFE85R

HKFRS 8

HB G ERIFE 2358

HKAS 23

52 (BRVBHRERELZES)
—REF 105

HK(FRIC) — Interpretation 10

EE(ABRMEREREBEZES)
—BEF11R

HK(IFRIC) — Interpretation 11

EE(ARMBEHRERBEZES
—BEF 125

HK(IFRIC) — Interpretation 12

Er(ARMEREREZES)
—BEF135%

HK(IFRIC) — Interpretation 13

Er(ARMBEHRERBEZES
—BEF 145

HK(FRIC) — Interpretation 14

2007 £

ADOPTION OF NEW OR AMENDED
HKFRSs (cont’d)

2.2 New or amended HKFRSs that have been

issued but are not yet effective

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

the Group’s financial statements.

&R
Capital Disclosures!
TRITA-—HKE

Financial Instruments — Disclosures'
& o e

Operating Segments*

EERARN (EEET)

Borrowing Costs (Revised)?

BB RS s MORUE?

Interim Financial Reporting and Impairment?

£ B KD 2 5

Group and Treasury Share Transactions?

AR 75 15 AT R B

Service Concession Arrrangements®

P EHMEE S

Customer Loyalty Programmes®

EREGENE 1R —BEEWREEENRS -
REBELBRKEMENEBEEER

HKAS19 — The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and their

Interaction®
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2. ADOPTION OF NEW OR AMENDED
HKFRSs (cont’d)

2.2 New or amended HKFRSs that have been

issued but are not yet effective (cont’d)

Note:

L Effective for annual periods beginning on or
after 1 January 2007

2 Effective for annual periods beginning on or
after T November 2006

8 Effective for annual periods beginning on or
after 1 March 2007

< Effective for annual periods beginning on or
after 1 January 2009

g Effective for annual periods beginning on or
after 1 January 2008

g Effective for annual periods beginning on or

after 1 July 2008

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

3.1 Basis of preparation

The significant accounting policies that have
been used in the preparation of these financial
statements are summarised below. These
policies have been consistently applied to all

the years presented unless otherwise stated.

The measurement basis used in the preparation
of these financial statements is historical cost,
except for investment properties and financial
assets at fair value through profit or loss, which
are measured at fair value as explained in the

accounting policies set out below.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.2

3.3

Basis of consolidation

The

incorporate the financial statements of the

consolidated financial statements

Group made up to 30 June each year.

Subsidiaries

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

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

accounting policies.
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3.3 BT (&) 3.3 Subsidiaries (cont’d)
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Intra-group transactions, balances and
unrealised gains on transactions between group
companies are eliminated in preparing the
consolidated financial statements. Unrealised
losses are also eliminated unless the transaction
provides evidence of an impairment of the asset
transferred.

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

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

Minority interests are presented in the
consolidated balance sheet within equity,
separately from the equity attributable to the
equity holders of the Company. Profit or loss
attributable to the minority interests are
presented separately in the consolidated income
statement as an allocation of the Group’s
results. Where losses applicable to the minority
exceeds the minority interests in the subsidiary’s
equity, the excess and further losses applicable
to the minority are allocated against the
minority interest to the extent that the minority
has a binding obligation and is able to make
an additional investment to cover the losses.
Otherwise, the losses are charged against the
Group's interests. If the subsidiary subsequently
reports profits, such profits are allocated to the
minority interest only after the minority’s share
of losses previously absorbed by the Group has
been recovered.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.4 Joint ventures

A joint venture is a contractual arrangement
whereby the Group and other parties undertake
an economic activity which is subject to joint
control and none of the participating parties

has unilateral control over the economic

activity.

(i) Jointly controlled entity

Joint venture arrangements which involve
the establishment of a separate entity in
which each venture has an interest are

referred to as jointly controlled entities.

The Group’s interests in jointly controlled
entity is accounted for under the equity
method of accounting. The income
statement includes the Group’s share of
the post-acquisition results of the jointly
controlled entity for the year. The balance
sheet includes the Group’s share of net

assets of the jointly controlled entity.

(if)

Jointly controlled asset

The Group’s share of jointly controlled
assets and any liabilities incurred jointly

with other venturers are recognised in the

financial statements

according to their nature. Liabilities and
expenses which the Group has incurred
in respect of interests in jointly controlled

assets are accounted for on an accrual

basis.

and classified
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.4 Joint ventures (cont’d)

(ii) Jointly controlled asset (cont’d)

Income from the sale or use of the Group’s
share of the output of jointly controlled
assets, together with its share of joint
venture expenses, are recognised when it
is probable that the economic benefits
associated with the transaction will flow

to or from the Group.

3.5 Foreign currency translation

The financial statements are presented in Hong
Kong Dollars (HK$), which is also the functional

currency of the Company.

In the individual financial statements of the
consolidated entities, foreign currency
transactions are translated into the functional
currency of the individual entity using the
exchange rates prevailing at the dates of the
transactions. At balance sheet date, monetary
assets and liabilities denominated in foreign
currencies are translated at the foreign exchange
rates ruling at the balance sheet date. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
balance sheet date retranslation of monetary
assets and liabilities are recognised in the

income statement.
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3.

ZTLHFA=1+HIFE FOR THE YEAR ENDED 30 JUNE 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.5 Foreign currency translation (cont’d)

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 and are
reported as part of the fair value gain or loss.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not

retranslated.

In the consolidated financial statements, all
individual financial statements of foreign
operations, originally presented in a currency
different from the Group’s presentation
currency, have been converted into Hong Kong
dollars. Assets and liabilities have been
translated into Hong Kong dollars at the closing
rates at the balance sheet date. Income and
expenses have been converted into the Hong
Kong dollars at the exchange rates ruling at the
transaction dates, or at the average rates over
the reporting period provided that the exchange
rates do not fluctuate significantly. Any
differences arising from this procedure have
been dealt with separately in the exchange

reserve in equity.

Other exchange differences arising from the
translation of the net investment in foreign
entities, and of borrowings and other currency
instruments designated as hedges of such
investments, are taken to shareholders’ equity.
When a foreign operation is sold, such
exchange differences are recognised in the
income statement as part of the gain or loss on

sale.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (cont’d)

3.6 Revenue recognition

Revenue is recognised when it is probable that

the economic benefits will flow to the Group

and when the revenue and costs, if applicable,

can be measured reliably and on the following

bases.

()

(if)

(iii)

(iv)

Sale of properties

Revenue arising from the sale of properties
held for sale is recognised upon signing
of the sale and purchase agreement or the
issue of an occupation permit by the
relevant government authorities, whichever
is the later. Deposits and installments
received on properties sold prior to the
date of revenue recognition are included

in the balance sheet under other payables.

Rental income

Rental income under operating leases is
recognised in the period in which the
properties are let out and on the straight-

line basis over the lease terms.

Interest income

Interest income is recognised on a time-
proportion basis using the effective interest

method.

Estate management income

Estate management income is recognised

in the period when services are rendered.
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3.

ZTLHFA=1+HIFE FOR THE YEAR ENDED 30 JUNE 2007

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.7

3.8

Borrowing costs

Borrowing costs incurred, net of any investment
income on the temporary investment of the
specific borrowings, that are directly
attributable to the acquisition, construction or
production of qualifying assets, i.e. 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 as an expense in the period in

which they are incurred.

Excess of the Group’s interest in the net fair
value of acquiree’s identifiable assets,

liabilities and contingent liabilities over cost

On acquisition of subsidiaries, associates,
jointly controlled entities and businesses, if the
Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent
liabilities being acquired recognised at the date
of acquisition exceeds the cost of business
combination, the Group reassess the
identification and measurement of the
identifiable assets, liabilities and contingent
liabilities being acquired and the measurement
of the cost of business combination, and
recognised immediately in income statement

any excess remaining after that reassessment.
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3.9 Mx - IR NRKE 3.9 Property, plant and equipment

M - MRS B AR s AR A FHR
R ER R REREET
B W% MBS LREBAEBH
RABEREBEEEREAEE
2 B A 3 R R BB S 3R T Hb B
EREREMEENERXEMN
PN e

BERRAEEREEEZRRA
BEXFERRIEMBIEE - HA
RAHEEE AR BREBEX
= 5 8 A] BE AT AR 55 B R T R
BB ZRANBER] FEHGHE © AT
FHEMHEERREEREREMR
EFZWERPH -

ME - HEEkREBEREEZE
RAEEz AR IZE G A
15 F 4 HA R B A F0 BR REHRUE
B MR ERAB R RIT
E-HBFHEXDT

R~ EER
BERIERXRG 10%
VA E K A5 20%

HEWRKERTIAHERS
RIEEAEEERAECEZR
MEE - WHR et R+ R -

Property, plant and equipment are stated at cost
less accumulated depreciation and accumulated
impairment losses. The cost of an item of
property, plant and equipment comprises its
purchase price and any directly attributable
costs of bringing the asset to its working

condition and location for its intended use.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with
the item will flow to the Group and the cost of
the item can be measured reliably. All other
costs, such as repairs and maintenance are
charged to the income statement during the

financial period in which they are incurred.

Depreciation is provided to write off the cost
less accumulated impairment losses of property,
plant and equipment over their their estimated
useful lives from the date on which they are
available for use and after taking into account
their estimated residual values, using the
straight-line method, at the following rates per

annum:

Furniture, fittings and office
equipment 10%

Motor vehicles and accessories 20%

The gain or loss arising on retirement or
disposal is determined as the difference
between the sales proceeds and the carrying
amount of the asset and is recognised in the

income statement.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.10 Investment properties

Investment properties are land and/or buildings
which are owned or held under a leasehold
interest, to earn rental income and/or for capital
appreciation. These include land held for a

currently undetermined future use.

Investment properties include completed
properties and investment properties under
development for continued future use as
investment properties. Investment properties are
stated in the balance sheet at fair value. Fair
value is determined by external professional
valuers, with sufficient experience with respect
to both the location and the nature of the
investment property. Any gain or loss arising
from a change in fair value is recognised in the
income statement. Profit or loss on disposal of
investment properties is determined as the
difference between the sales proceeds and the
carrying amount of the asset and is recognised

in the income statement upon disposal.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.11 Properties for sale

Properties for sale include completed properties
for sale and properties under development for
sale and are stated at the lower of cost and net

realisable value.

(i) Properties under development for sale

The cost of properties under development
for sale comprises specifically identified
cost, including the acquisition cost of land,
aggregate cost of development, materials
and supplies, wages and other direct
expenses, an appropriate proportion of
overheads and borrowing costs capitalised
(see note 3.7). Net realisable value
represents the estimated selling price less
estimated costs of completion and costs

to be incurred in selling the property.

(ii) Completed properties for sale

In the case of completed properties
developed by the Group, cost is
determined by apportionment of the total
development costs for that development
project, attributable to the unsold
properties. Net realisable value represents
the estimated selling price less costs to be

incurred in selling the property.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.11 Properties held for sale (cont’d)

(ii)  Completed properties for sale (cont’d)

The cost of completed properties for sale
comprises all costs of purchase, costs of
conversion and other costs incurred in
bringing the inventories to their present

location and condition.

For a transfer of investment properties
previously carried at fair value to
properties for sale, the property cost is the

fair value at the date of change in use.

3.12 Impairment loss

At each balance sheet date, the Group reviews
internal and external sources of information to
determine whether its property, plant and
equipment, investments in joint ventures and
subsidiaries have suffered an impairment loss
or impairment loss previously recognised no
longer exists or may be reduced. If any such
indication exists, the recoverable amount of the
asset is estimated, based on the higher of its
fair value less costs to sell and value in use.
Where it is not possible to estimate the
recoverable amount of an individual asset, the
Group estimates the recoverable amount of the
smallest group of assets that generates cash

flows independently (i.e. cash-generating unit).
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.12 Impairment loss (cont’d)

If the recoverable amount of an asset or a cash-
generating unit is estimated to be less than its
carrying amount, the carrying amount of the
asset or cash-generating unit is reduced to its
recoverable amount. Impairment losses are

recognised as an expense immediately.

A reversal of impairment loss is limited to the
carrying amount of the asset or cash-generating
unit that would have been determined had no
impairment loss been recognised in prior years.
Reversal of impairment loss is recognised as

income immediately.

3.13 Leases

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

leases.

Rental income under operating leases is
recognised in the period in which the properties
are let out and on the straight-line basis over

the lease terms.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.14 Financial assets

The Group classifies its financial assets in the
following categories: financial assets at fair
value through profit or loss and loans and
receivables and available-for-sale financial

assets.

Management determines the classification of its
financial assets at initial recognition depending
on the purpose for which the financial assets
were acquired and where allowed and
appropriate, re-evaluates this designation at

every reporting date.

All financial assets are recognised when, and
only when, the Group becomes a party to the
contractual provisions of the instrument.
Regular way purchases of financial assets are
recognised on trade date. When financial assets
are recognised initially, they are measured at
fair value, plus, in the case of investments not
at fair value through profit or loss, directly

attributable transaction costs.

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

based on the classification of the financial asset.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (cont’d)

3.14 Financial assets (cont’d)

()

Financial assets or financial liabilities at

fair value through profit or loss

Financial assets at fair value through profit
or loss includes financial assets held for
trading and financial assets designated
upon initial recognition as at fair value

through profit or loss.

Financial assets are classified as held for
trading if they are acquired for the purpose
of selling in the near term. Derivatives,
including separated embedded derivatives
are also classified as held for trading unless
they are designated as effective hedging
financial

instruments or guarantee

contracts.

Subsequent to the initial recognition, the
financial assets in this category are
measured at fair value with changes in fair

value recognised in income statement.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.14 Financial assets (cont’d)

(if)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market and are not held for trading. They
are measured at amortised cost using the
effective interest method, except where
loans and receivables are interest-free and
without fixed repayment term or the effect
of discounting would be insignificant. In
such case, the receivables are stated at
cost less impairment loss. Amortised cost
is calculated by taking into account any
discount or premium on acquisition, over
the year to maturity. Gains and losses
arising from derecognition, impairment or
through the amortisation process are

recognised in the income statement.

Available-for-sale financial assets

(iii)

Available-for-sale financial assets are non-
derivative financial assets that are either
designated as this category or not classified
in any of the other categories of financial
assets. They are measured at fair value with
change in value recognised as a separate
component of equity until the assets are
sold, collected or otherwise disposed of,
or until the assets are determined to be
impaired, at which time the cumulative
gain or loss previously reported in equity
is transferred to the income statement.
Available-for-sale financial assets that do
not have a quoted market price in an
active market and whose fair value cannot

be reliably measured are stated at cost less

impairment losses.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.14 Financial assets (cont’d)

Impairment of financial assets

At each balance sheet date, financial assets

other than at fair value through profit or loss

are reviewed to determine whether there is any

objective evidence of impairment. If any such

evidence exists, the impairment loss is

measured and recognised as follows:

()

Financial assets carried at amortised cost

If there is objective evidence that an
impairment loss on loans and receivables
carried at amortised cost has been
incurred, the amount of the loss is
measured as the difference between the
asset’s carrying amount and the present
value of estimated future cash flows
discounted at the financial asset’s original
effective interest rate. The amount of the
loss is recognised in profit or loss of the

period in which the impairment occurs.

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

reversal occurs.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.14 Financial assets (cont’d)

Impairment of financial assets (cont’d)

(if)

Available-for-sale financial assets

When a decline in the fair value of an
available-for-sale financial asset has been
recognised directly in equity and there is
objective evidence that the asset is
impaired, an amount is removed from
equity and recognised in profit or loss as
impairment loss. That amount is measured
as the difference between the asset’s
acquisition cost (net of any principal
repayment and amortisation) and current
fair value, less any impairment loss on that
asset previously recognised in profit or

loss.

Reversals in respect of investment in equity
instruments classified as available-for-sale
are not recognised in the income
statement. The subsequent increase in fair
value is recognised directly in equity.
Impairment losses in respect of debt
securities are reversed if the subsequent
increase in fair value can be objectively
related to an event occurring after the
impairment loss was recognised. Reversal
of impairment losses in such circumstances

are recognised in profit or loss.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.14 Financial assets (cont’d)
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Impairment of financial assets (cont’d)

(iii) Financial assets carried at cost

The amount of impairment loss is
measured as the difference between the
carrying amount of the financial asset and
the present value of estimated future cash
flows discounted at the current market rate
of return for a similar financial asset. Such
impairment losses are not reversed in

subsequent periods

3.15 Accounting for income taxes

Income tax comprises current tax and deferred

tax.

Current income tax assets and/or liabilities
comprise those obligations to, or claims from,
fiscal authorities relating to the current or prior
reporting period, that are unpaid at the balance
sheet date. They are calculated according to
the tax rates and tax laws applicable to the
fiscal periods to which they relate, based on
the taxable profit for the year. All changes to
current tax assets or liabilities are recognised
as a component of tax expense in the income

statement.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.15 Accounting for income taxes (cont’d)

Deferred tax is calculated using the liability
method on temporary differences at the balance
sheet date between the carrying amounts of
assets and liabilities in the financial statements
and their respective tax bases. Deferred tax
liabilities are generally recognised for all
taxable temporary differences. Deferred tax
assets are recognised for all deductible
temporary differences, tax losses available to
be carried forward as well as other unused tax
credits, to the extent that it is probable that
taxable profit will be available against which
the deductible temporary differences, unused
tax losses and unused tax credits can be

utilised.

Deferred tax assets and liabilities are not
recognised if the temporary difference arises
from goodwill or from initial recognition (other
than in a business combination) of assets and
liabilities in a transaction that affects neither

taxable nor accounting profit or loss.

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

reverse in the foreseeable future.



CHEUK NANG (HOLDINGS) LIMITED £ & (%8 ) 5 R 2 &
M % OHm * M E
NoTEs TO THE FINANCIAL STATEMENTS
BZE-ZZLF,XA=1HI%E FOR THE YEAR ENDED 30 JUNE 2007

3. FEESHHEME (&) 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (cont’d)

3.15 Accounting for income taxes (cont’d)
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Deferred tax is calculated, without discounting,
at tax rates that are expected to apply in the
period the liability is settled or the asset
realised, provided they are enacted or

substantively enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are
recognised in the income statement, or in equity
if they relate to items that are charged or

credited directly to equity.

3.16 Cash equivalents

Cash and cash equivalents include cash at bank
and on hand, demand deposits with banks and
short-term highly liquid investments with
original maturities of three months or less that
are readily convertible into known amounts of
cash and which are subject to an insignificant
risk of changes in value, less bank overdrafts
which are repayable on demand and form an

integral part of the Group’s cash management.

3.17 Share capital

Ordinary shares are classified as equity. Share
capital is determined using the nominal value

of shares that have been issued.

Any transaction costs associated with the issuing
of shares are deducted from share premium
reserve (net of any related income tax benefit)
to the extent they are incremental costs directly

attributable to the equity transaction.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.18 Employee benefits — defined contribution

plans

A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate entity. The Group has no legal
or constructive obligations to pay further
contributions after payment of the fixed

contribution.

The contributions recognised in respect of
defined contribution plans are expensed as they

fall

recognised if underpayment or prepayment has

due. Liabilities and assets may be
occurred and are included in current liabilities
or current assets as they are normally of a short

term nature.

3.19 Financial liabilities

The Group’s financial liabilities include bank
loans and overdrafts, trade and other payables
and advances from related parties. They are
included in balance sheet line items as
borrowings under current or non-current

liabilities or trade and other payables.

Financial liabilities are recognised when the
Group becomes a party to the contractual
provisions of the instrument. All interest related
charges are recognised as an expense in finance

costs in the income statement.

A financial liability is derecognised when the
obligation under the liability is discharged or

cancelled or expires.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.19 Financial liabilities (cont’d)

Where an existing financial liability is replaced

by another from the same

lender

on

substantially different terms, or the terms of an

existing liability are substantially modified, such

an exchange or modification is treated as a

derecognition of the original liability and the

recognition of a new liability, and the difference

in the respective carrying amount is recognised

in the income statement.

(i)  Borrowings

Borrowings are recognised initially at fair

value, net of transaction costs incurred.

Borrowings are subsequently stated at

amortised cost; any difference between the

proceeds (net of transaction costs) and the

redemption value is recognised in the

income statement over the period of the

borrowings using the effective interest

method.

Borrowings are classified as current

liabilities unless the Group has an

unconditional right to defer settlement of

the liability for at least 12 months after

the balance sheet date.

(ii) Trade payables

Trade payables are recognised initially at

their fair value and subsequently measured

at amortised cost, using the effective

interest method.

ANNUAL

REPORT

2007 £, | 89



CHEUK NANG (HOLDINGS) LIMITED = 4 ( £ @ ) 5 R 2 =

90 |ANNUAL

3.

Bt

™ W ok M =

NoTEs TO THE FINANCIAL STATEMENTS
HEZZTZTLHFA=1+HIFE FOR THE YEAR ENDED 30 JUNE 2007

3.20

REPORT

TESHHREE (&)

MBEERER
MBEREHNSEBEEEBA
REEIRER T A Z RSN
P BIT ARERARSZA
BESBETHBANMERLR
XEXBERZEH -

fied AN 6% [ 3% th B A 9B AR - R ¥
R AR BEVFERSEN
N E Ath & A FRIR R 2 AR FE UK
A o HERITREREE HKE
EYWERE - BREAERIRE
BRARNZBREEZ AEBBE
FERR o fim M0 48 B W Sk B IR ER 2
BRARE - RYIPHERETER
FEUT AR - BB 70 W e 3R FE AR
P e

MR B/BEERAZERE
B RERFHERSRTE
HAE B LM BERIA - 1t
SN HIERFE A AR ATRERIE
MHERAARERDRER
Ao BHAEEZAREER
B AR SR EE (A7) PR
REeBBRTHEH) (WE
) - AR -

2007 £

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.20 Financial guarantee contract

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

the terms of a debt instrument.

Where the Group issues a financial guarantee,
the fair value of the guarantee is initially
recognized as deferred income within trade and
other payables. Where consideration is received
or receivable for the issuance of guarantee, the
consideration is recognized in accordance with
the Group’s policies applicable to that category
of asset. Where no such consideration is
received or receivable, an immediate expense
is recognized in the income statement on initial
recognition of any deferred income.
The amount of the guarantee initially
recognized as deferred income is amortized in
the income statement over the term of the
guarantee as income from financial guarantee
issued. In addition, provisions are recognized
if and when it becomes probable that the holder
of the guarantee will call upon the Group under
the guarantee and the amount of that claim on
the Group is expected to exceed the current

carrying amount, where appropriate.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.21 Segment reporting

In accordance with the Group’s internal
financial reporting the Group has determined
that business segments be presented as the
primary reporting format and geographical

segments as the secondary reporting format.

In respect of business segment reporting,
unallocated costs represent financial and
corporate expenses. Segment assets consist
primarily of property, plant and equipment,
investment properties, receivables and operating
cash, and mainly exclude corporate assets.
Segment liabilities comprise operating liabilities
and exclude items such as taxation and certain

borrowings.

Segment capital expenditure is the total cost
incurred during the year to acquire segment
assets that are expected to be used for more

than one period.

In respect of geographical segment reporting,
revenue is based on the country in which the
customer is located and total assets and capital

expenditure are where the assets are located.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (cont’d)

3.22 Related parties

A party is considered to be related to the Group

if:

(i)

(iv)

(vi)

(vii)

directly, or indirectly through one or more
intermediaries, the party controls, or is
controlled by, or is under common control
with, the Group; or has an interest in the
Group that gives it significant influence
over the Group; or has joint control over

the Group;

the party is an associate of the Group;

the party is a joint venture in which the

Group is a venturer;

the party is a member of key management
personnel of the Group or the Group’s

parent;

the party is a close family member of any

individual referred to in (i) or (iv);

the party is an entity that is controlled,

jointly controlled or significantly
influenced by or for which significant
voting power in such entity resides with,
directly or indirectly, any individual

referred to in (iv) or (v); or

the party is a post-employment benefit plan
which is for the benefit of employees of
the Group, or of any entity that is a related
party of the Group.
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

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

circumstances.

Valuation of investment properties

The valuation of investment properties requires
management’s input of various assumptions and
factors relevant to the valuation. The Group conducts
annual revaluation of its investment properties using
independent professionally qualified valuers based
on these assumptions agreed with the valuers prior

to adoption.

Deferred tax

At 30 June 2007, a deferred tax asset of
HK$11,709,000 in relation to tax losses have been
recognised in the Group’s consolidated balance
sheet. The realisability of the deferred tax asset
mainly depends on whether sufficient future profits
or taxable temporary differences will be available
in the future. In cases where the actual future profits
generated are less than expected, a material reversal
of deferred tax assets may arise, which would be
recognised in the consolidated income statement for

the period in which such a reversal takes place.
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EER 5. TURNOVER
—E2ELHF —ETERF
2007 2006
FiExT TET
HK$’000 HK$’000

HEBEEKZ Gross proceeds from sale of
TEWE completed properties for sale 58,279 -
H e B A Gross rental income 32,405 27,224
%%ﬁﬁ L @N Estate management income 2,240 2,341
A B WA Interest income 1,214 324
94,138 29,889
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6. SEGMENT INFORMATION

Segment information is presented in respect of the
Group’s business and geographical segments.
Business segment information is chosen as the
primary reporting format because this is more

relevant to the Group’s internal financial reporting.

Certain comparative figures for segment information
have been reclassified to conform with current year’s

presentation.
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REBATIFEXK S AKX :
—
EXHE Turnover
ShEREPUYE  Revenue from external
customers
AHE2WE  Inter-segment revenue
THEXE Segment turnover
THEE Segment results
APEEE Unallocated operating
BARX I income and expenses
MKER Finance costs
BR B AR A Profit before income tax
&M Income tax expense
REREA Profit for the year
BE Assets
PBEE Segment assets
APMEE Unallocated assets
BEE Total assets
g8 Liabilities
PHAR Segment liabilities
APEERE Unallocated liabilities
=R Total liabilities
Hi &R Other information
ENEARR  Capital expenditure
ERHE Depreciation
REMERR  Change in fair value of
EEHz2Y investment properties
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6. SEGMENT INFORMATION (cont’d)
Primary reporting format — Business segments
The Group is organised into the following main
business segments:
2007
WELE HEHEE WXEER APE  DEHAHE r&E
Inter-
Property Property Estate segment
sales rental management Unallocated elimination Group
TER TER TER TER TER TER
HK$/000 HK$/000 HK$/000 HK$/000 HK$/000 HK$/000
58,279 32,405 2,240 1,214 - 94,138
- 2,331 13,245 80,138 (95,714) -
58,279 34,736 15,485 81,352 (95,714) 94,138
(2,756) 483,748 1,886 - - 482,878
95,590
(22,567)
555,901
(71,973)
483,928
992,555 3,338,814 323 4,331,692
13,606
4,345,298
16,021 983,684 78 999,783
538,565
1,538,348
- 135,149 - 135,149
- 746 - 746
- 463,545 - 463,545
ANNUAL REPORT
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6. DEPER () 6. SEGMENT INFORMATION (cont’d)
FTERETERX —REBD I (&) Primary reporting format — Business segments (cont’d)
—EEAREF 2006

WELE HEMEE HEER APE  HEAHE r&HE
Inter-
Property Property Estate segment
sales rental management Unallocated elimination Group
TAT TAT TAT TAT TAT TAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXE Turnover
MREFYE  Revenue from external
customers - 27,224 2,341 324 - 29,889
DEFE 2 UE  Inter-segment revenue - 1,926 10,897 69,677 (82,500) -
PHEXH Segment turnover - 29,150 13,238 70,001 (82,500) 29,889
THEE Segment results - 71,615 2,081 = = 73,696
APEEE Unallocated operating
BARX I income and expenses 83,932
B2 Finance costs (26,660)
BR B A& A Profit before income tax 130,968
IR - Income tax expense (10,000)
TEERF Profit for the year 120,968
BE Assets
PHEE Segment assets 881,258 2,687,239 294 3,568,791
HEEHEE  Investments in jointly
RE& controlled entity 1
AOREBE Unallocated assets 5,300
BEE Total assets 3,574,092
g8 Liabilities
NHEE Segment liabilities 213,282 1,125,884 87 1,339,253
AARBE Unallocated liabilities 585,949
BeEE Total liabilities 1,925,202
HitE# Other information
FREAFE  Capital expenditure - 42,349 - 42,349
ERHE Depreciation - 671 - 671
REMEDR  Change in fair value of
EEHzE2Y investment properties - 55,567 - 55,567
96 |ANNuUAL REPORT 2007 F %
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6. SEGMENT INFORMATION (cont’d)

E 7 &8 Secondary reporting format — Geographical segments
2007

SR E P U s DEEE BEARMX

Revenue
from external Segment Capital
customers assets  expenditure
FiExT FiExT FiET
HK$’000 HK$’000 HK$’000
Hong Kong 33,734 2,517,228 110,205
Macau - 1,299,692 18,155
Malaysia 60,293 227,244 6,713

The People’s Republic
of China (“PRC”) 111 287,528 76
94,138 4,331,692 135,149
2006

SR F P U 2 DEEE BARX

Revenue
from external Segment Capital
customers assets expenditure
THETT THETT THETT
HK$’000 HK$’000 HK$’000
Hong Kong 27,760 2,122,774 22,470
Macau - 1,030,030 19,837
Malaysia 2,129 192,968 42
PRC - 223,019 -
29,889 3,568,791 42,349
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Kiix: BE_ZTLFA=1+HBH1t Note:
FR AEBHEHWB AR

Ace Cosmos Finance Limited

27.58%H) HE 2%
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7. OTHER INCOME

Excess of Group’s interest in
fair value of acquiree’s net
assets over cost (note 31)

Profit on partial disposal
of a subsidiary (note)

Sundry income

—EETLE —TTAF
2007 2006
FET FAB T
HK$/000 HK$’000

- 93,483

109,278 -
1,723 807
111,001 94,290

During the year ended 30 June 2007, the Group
disposed of 27.58% equity interest in a subsidiary,
Ace Cosmos Finance Limited, for an aggregate
RIESKE cash consideration
(FEHNERFAS &) 73159,718,000
BT BREE BB QR
B op &R R K S D
109,278,000/ JT °

(net of expenses) of
approximately HK$159,718,000 and recorded a
gain on partial disposal of a subsidiary of

approximately HK$109,278,000.
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8. FINANCE COSTS

Interest charges on:

Bank loans and overdrafts wholly
repayable within five years

Advances from a related company
(note 32 (a))

Advances from a director
(note 32(b))

Other incidental borrowings costs

Total borrowing costs

Less: interest capitalised into
investment properties
and properties under

development for sale (note)

Note:

annum.

—EETLE —BTTAF
2007 2006
FET FAB T
HK$’000 HK$’000
55,582 47,289
3,506 7,916
20,386 17,853
2,875 1,151
82,349 74,209
(59,782) (47,549)
22,567 26,660

ANNUAL
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9. BR¥ AR A 9. PROFIT BEFORE INCOME TAX
B 0 A1 g A AR 5T A R BR T 513 Profit before income tax is arrived at after crediting
B : and charging the following:
—EELE —TTRF
2007 2006
FET FET
HK$’000 HK$’000
A Crediting
Y [ 22 Bk Recovery of bad debts provision 154 99
H U H 5R Net exchange gain - 72
B Charging
BEINRAK(BIEEEME) Staff costs (include directors’
emoluments)
e ILERHEMEF Salaries, wages and other benefits 6,696 4,687
TE BRR K8 N 5 8 R Contributions to defined
contribution plans 190 140
2 SR B & Auditors’ remuneration
REE Current year 370 165
(ER TR Underprovision in prior year 181 160
TE Depreciation 746 671
KEMEEEHE WA Direct outgoings in respect of
CON=IE:-J DN investment properties that
generate rental income 11,223 10,970
KREVMEREELEESD Direct outgoings in respect of
PNV R 3%\ investment properties that did
not generate rental income 3 85
100 |ANNUAL REPORT 2007 £
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate
of 17.5% (2006: 17.5%), on the estimated assessable

profit for the year. Taxation on overseas profits has

been calculated on the estimated assessable profit

for the year at the rates of taxation prevailing in the

countries in which the Group operates.

The amount of taxation charged to the consolidated

income statement represents:

—EELHF —ETRF
2007 2006
TET THETT
HK$’000 HK$’000
Current tax — current year
Hong Kong 4,003 -
Overseas - 2,129
4,003 2,129
Overprovision of overseas tax
in prior year (236) —
3,767 2,129
Deferred tax — current year 68,206 7,871
Total income tax expense 71,973 10,000
ANNUAL

ReErPoRrRT 2007 F %
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10. FR8H X H (8)
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10. INCOME TAX EXPENSE (cont’d)

g Reconciliation of tax expense and accounting profit

at applicable tax rates:

—EELHF —ETERF
2007 2006
FET FAET
HK$’000 HK$’000
Profit before income tax 555,901 130,968
Tax at Hong Kong profits tax rate
of 17.5% (2006: 17.5%)
97,282 22,919
Tax effect of non-deductible
expenses 7,863 4,242
Tax effect of non-taxable revenue (28,238) (12,378)
Tax effect of differences in
overseas tax rates (5,703) (4,953)
Tax effect of unused tax losses
not recognised 1,170 1,328
Tax effect of prior year’s
unrecognised tax losses utilised
during the year (407) (650)
Tax effect of unrecognised
temporary differences 631 (501)
Recognition of previously
unrecognised deferred tax asset 295 -
Overprovision in prior year (236) -
Others (684) (7)
Income tax expense 71,973 10,000
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11. PROFIT ATTRIBUTABLE TO EQUITY

HOLDERS OF THE COMPANY

Of the consolidated profit attributable to the equity
holders of the Company of HK$473,758,000 (2006:
HK$120,968,000), a profit of HK$156,334,000
(2006: loss of HK$12,820,000) has been dealt with

in the financial statements of the Company.

12. DIVIDENDS

—EELFE ZZTITERF
2007 2006
FET FAB T
HK$’000 HK$’000
Interim dividend of HK5.5 cents
(2006: HK4.5 cents) per share 11,875 3,420
Proposed final dividend of
HK19 cents (2006:
HK17 cents) per share (Note) 41,429 14,915
53,304 18,335
ANNUAL REPORT 2007 F#
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12. DIVIDENDS (cont’d)

During the year, scrip dividend alternative was
offered to shareholders in respect of the 2006 final
dividend and 2007 interim dividends. This

wmr alternative was accepted by the shareholders as
follows:
—EEEFE ZTTAREF
2007 2006
FET FHET
HK$’000 HK$’000
N Dividends:

R Cash 15,812 1,567
LA B Share alternative 10,978 12,830
26,790 14,397

M & - Note:

EEENEERAEREERE St
FERBBREFRIOBEW(ZEZER
G 17780) - BE4941,429,000% 7T
(ZZZ N : 14,915,0008 7T) ° #t
Ik 2 IR B AR AE B 75 R =k MR B T
MRS - BEgEHE_ZZT/\F A
=+HIEFEZRE MR -

104 |AnNNuAL REPORT 2007 F#

A final dividend in respect of 2007 of HK19 cents (2006:
HK17 cents) per share amounting to approximately
HK$41,429,000 (2006: HK$14,915,000) has been
proposed by the board of directors after the balance sheet
date. The proposed dividend is not reflected as dividend
payable in the balance sheet, but will be reflected as an
appropriation of retained profits in the year ending 30
June 2008.
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13. BIRER|
GIEAR R EH#E R T IA T 58

13. EARNINGS PER SHARE

The calculation of the basic and diluted earnings

BREE per share is based on the following data:
B 7 Earnings
—EELF —TERF
2007 2006
FET FET
HK$’000 HK$'000
REZBZREZFAA Profit attributable to equity holders
RN AT E S of the Company for the purpose
BRERRE#HERF of calculating basic and diluted
earnings per share 473,758 120,968
RoE AR Number of shares
—EELF —TERF
2007 2006
(E71)
(restated)
BT E BRI Weighted average number of
FHHAGTEER ordinary shares for the purposes
BERARN (KE) of basic earnings per share
(note) 154,596,998 79,236,375
TRREBEEEETE Effect of dilutive potential
ordinary shares:
R HE FE Warrants 2,747,506 N/A
BT EBR N Weighted average number of
FHHAGEER ordinary shares for the purposes
g &R of diluted earnings per share 157,344,504 N/A
Bt : BEITEBAR 2 INHE T HUA Note: The weighted average number of ordinary shares

AEEE—ZRRESNAST
HIEFEZERERANEH
B RBR R TT R A ) B
e ZANITE

in issue used in the basic earnings per share
calculation for the year ended 30 June 2006 has
been adjusted to reflect the bonus element of the
rights issue and placements during the year.

AR TN F2HEERLE
ERTABEHEIER LA
B MABEINBE_TEN
FRA=ZTRLEFESRZE
HHAR o

Diluted earnings per share for the year ended 30
June 2006 has not been shown because there was
no dilutive potential ordinary share in issue at

the balance sheet date.
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14. EERSREEAEME 14. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

1M1ESHE 14.1 Directors’ emoluments
RAFEFEWHEW 2T The aggregate amounts of emoluments received
MEEAL - or receivable by the directors of the Company

are as follows:

BTt 2007
g% 28 B 1
£5He RENAE  HBER CE

Salaries, Contribution

allowances to defined

and benefits  contribution
Fees in kind plans Total
TER TER TER TER
HK$’000 HK$’000 HK$’000 HK$’000

HITEE : Executive directors:
i Chao Sze-Tsung Cecil - 1,675 - 1,675
%% Ho Sau-Fun Connie 10 463 12 485
Bk Yung Philip 10 358 12 380
#H3UE Chao Howard 12 305 7 324
FHIT Non-executive
EZ: directors:
MR Hung John Terence* 5 - - 5
BT Leung Wing-Kong Joseph* 20 - - 20
FRB* Lam Ka-Wai Graham* 48 - - 48
HRIE* Sun Ping-Hsu Samson* 12 - - 12
FRE Lee Ding-Yue Joseph 12 - - 12
129 2,801 31 2,961
Y BUFBITEF * Independent non-executive directors
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14. ESREREEAEME (&) 14. DIRECTORS’ AND SENIOR

141 ESM=E (&)

—EERF

BITEE :
i
%%
ol 3

BUEAT
EZ:
O
RHRI

FEB

Executive directors:

Chao Sze-Tsung Cecil
Ho Sau-Fun Connie

Yung Philip

Independent non-executive

directors:

Hung John Terence
Leung Wing-Kong Joseph
Lam Ka-Wai Graham

BE-STATR-FELEAS
SHRLFEIREERRIRE

MEWERME -

MANAGEMENT’S EMOLUMENTS (cont’d)

14.1 Directors’ emoluments (cont’d)

2006
e 20 RIK
E=Me RkEDIH ATl FekS
Salaries,  Contribution
allowances to defined
and benefits  contribution
Fees in kind plans Total
TET THET TET TET
HK$’000 HK$’000 HK$’000 HK$’000
- 1,481 - 1,481
- 430 12 442
- 278 10 288
20 - - 20
20 - - 20
48 - - 48
88 2,189 22 2,299

No directors have waived or agreed to waive any
emoluments in respect of the years ended 30 June
2007 and 2006.
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14. EBEREHREEAEME (Z) 14. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS (cont’d)

MU2BEHFM 2R AL 14.2 Five highest paid individuals
FREBEAEBRARAFRUK The five individuals whose emoluments were
SHFMALTRZ = (ZFF the highest in the Group for the year included
NE MU ESFZHMeLE three (2006: two) directors whose emoluments
RERFE EX 2529 TA - & are reflected in the analysis presented above.
TREZ(ZZEEXREFE - =f1) The emoluments payable to the remaining two
8 ITzEXBI €50 (2006: three) individuals during the year are as
I follows:

—EELFE —FEZRF

2007 2006
TFAT FHET
HK$’000 HK$’000
e EMRE Salaries, allowances and
BEY A = benefits in kind 502 648
RN R ET 2 Contribution to defined
contribution plans 15 33
517 681
e zERmT : The emoluments fell within the following bands:
AE
B < 48 5 Emoluments band Number of individuals
—EELHFE ZZTTRF
2007 2006
O;En:T,OOO,OOOf%ﬁ Nil to HK$1,000,000 2 3
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PEE (S BB 2
EERBRMRDT

BRAREBE

RtAR—BZEAEE

0 — A K BE
BBk £+ b i (B

7

BIN-—BEBEHFEA
(KtaE31)

ENOERFEEME

BHRAZEHaFE
Y 5 5

A BEKRE

RANA=+THEKRAEE

Eia T -
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15. INVESTMENT PROPERTIES

Changes to the carrying amounts presented in the

consolidated balance sheet can be summarised as

follows:

At fair value

Carrying amount at 1 July

Additions — acquisitions and
subsequent expenditure,
net of land premium

Additions — business combination
(note 31)

Reclassified as properties for sale

Transfer from properties under
development for sale upon
change of use

Change in fair value

Carrying amount at 30 June

rEH
The Group

—EELEF —EBEERF

2007 2006

TAT FHET

HK$’000 HK$’000

2,709,478 2,027,540

134,432 9,593

- 1,050,000

- (473,413)

- 40,191

463,545 55,567

3,307,455 2,709,478
ANNUAL REPORT 2007 £

109



110 [ANNUAL

CHEUK NANG (HOLDINGS) LIMITED = 4 ( £ @ ) 5 R 2 =

B o W ok M &

NoTEs TO THE FINANCIAL STATEMENTS
HEZZTZTLHFA=1+HIFE FOR THE YEAR ENDED 30 JUNE 2007

15. REWE (&)
REBREYZETIBE T FHER#

15.

INVESTMENT PROPERTIES (cont’d)

Investment properties of the Group are held under

A the following lease terms:
TEE
The Group
—E2EFEFE —ZZX
2007 2006
FET FH&T
HK$’000 HK$’000
UREEZ T - Land in Hong Kong:
REIFE L Long lease 1,935,069 1,762,347
H BRFE 49 Medium-term lease 303,500 170,500
UREBBHFEINZ L : Land outside Hong Kong:
KA SR Freehold 157,786 96,876
SRERER Short-term lease 911,100 679,755
3,307,455 2,709,478

KREMEENR _ZEZTLFARA=+
AEmEEEKRERGERE
BEREHBELREES ERGER
B2 Al ORI EH M 1T B BR & 7] & Henry
Butcher Malaysia Sdn. Bhd.3 77t
B -

FNEEKA26,464,0008 7T (=
ZTETNF 1 18,549,000 0) E &
RRREVER  FABRFEXRR
4.58%ZF 9.8% (=TT X F :
4.4%2%9.8%) °

&=

+ /o
K %Dé

AEBEBRLEEHBLE®RMEZE
3,238,675,000/8 7T (ZEZ /N F -
2,702,478,000870) 2 & TIREW
XEARER  UERERTFTASEE
ZRITELE (HsE36) ©

2007 £ 3%

REPORT

Investment properties were revalued on 30 June 2007
by independent, professional qualified valuers, K.T.
Liu Surveyors Limited and Henry Butcher Malaysia
Sdn. Bhd. on market value basis on their existing

development stage and usage.

Included in investment properties are borrowing
costs capitalised during the year of HK$26,464,000
(2006: HK$18,549,000). The effective capitalisation
rates for the projects during the year were between
4.58% — 9.8% (2006: 4.4% — 9.8%) per annum.

Certain investment properties of the Group with an
aggregate carrying value at the balance sheet date
of HK$3,238,675,000 (2006: HK$2,702,478,000)
were pledged to secure banking facilities granted to

the Group (note 36).
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15. REYZ*E (&)

R-ZZEXRF  AEEBBEBAS
B (B EE31) BB A — 8RR FI 2 T3
(DRFI L)) - BROIRFILHIGH
EERSREVECDHEAREY
X HINHRNEEERFHEZ
BRPWE (MiE22) F -

Ll EWEEUAHE AR EE
911,100,000 T (ZE T X F :
679,755,000/ 7T) BIER IR E Y
P AREBEANARMTMERE
AR T # T 1E 996,736,000/ 7T (=
T ETRNF 1 711,849,0008 7T) W=
TEHENZ LM EE S @
85,636,000 T (ZZEF XN F
32,094,000 7T) & T Xt T4
AR FEABDRFISRIFTIRER i T
wEHR ([t IKEHER]) KRB
B_ZEENFAAA=Z+THLHTH
EBERBELZHBERE - L&
BezatED R HBEEEERMEH
FH 722 25 Rih =5 765 PIT % ] 8 3% 222 S fBR ]
TR E () BRAFMKIEEE
HRE - —_TTERFELARR T
TR E R EEE A NI A @
Rt aBEstE A ENE BN
EITHE - R_ZTZEXRFA=Z+
A AEEEHBBMATHEA T
HmER - BFENEMENKIE
b REMERGHEZERTY
XD o BB FEEHHHEU
HERFZE2HRBER -

15. INVESTMENT PROPERTIES (cont’d)

In 2006, the Group acquired a piece of land in
Macau (the “Macau Land”) through business
combination (note 31). The portion of the Macau
Land held with the intention of constructing an
investment property was classified as investment
properties, while the remaining portion was included
under properties under development for sale (note
22).

Included in investment properties is the fair value
of the aforesaid investment property of
HK$911,100,000 (2006: HK$679,755,000). The fair
value represents the share of the market value of
the Macau Land in its existing state and physical
condition of HK$996,736,000 (2006:
HK$711,849,000) less the estimated additional land
premium of HK$85,636,000 (2006: HK$32,094,000)
required to be paid to the Land, Public Works and
Transport Bureau of the Macao Special
Administrative Region of the People’s Republic of
China (“DSSOPT”) and in accordance with the
Building Alignment Plan issued by DSSOPT on 30
June 2006. The land premium for 2007 and 2006
were estimated by professional qualified valuers, Joy
Choi Arquitecta and Ho & Partners Architects &
Consulting Engineers (China) Limited respectively
based on the Building Alignment Plan, the
Architectural Building Plan submitted to DSSOPT in
July 2006 and the existing law regulating the land
premium calculation method in Macau. As at 30
June 2006, the Group had included the land
premium for the whole piece of Macau Land,
including both investment properties and properties
under development for sale, under other payables.
The comparative figures have been reclassified to

conform with current year’s presentation.
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15. REWE (&)
BE_ZZTAF+_-_ARABH
Wealthy Victor Limited ([ Wealthy
Victor]) ~ RES T4 ([REE]D)
KR~ A M B A F]l Ace Cosmos
Finance Limited ([Ace Cosmos])
#=F 2 A S © Wealthy Victork
ok 5t 4 HL[A] & {8 5l [\l Ace Cosmos
AHEBRE-AMRFIBERAERER
EERE R 18ME A A & E T EAbE
% BERFMALHEMNN T HEES
8 38 100,000,000/ 7T * Wealthy
Victor# X f — £ 8 & 1
100,000,00058 7T JA §M 9 = #b )4 B
EMRBETARR—MBARBR
(M) BRAR - WIHHKAREEL
RBEIEL R -
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15. INVESTMENT PROPERTIES (cont’d)

Pursuant to the Deed of Undertaking dated 5 December
2005 entered into between Wealthy Victor Limited
(“Wealthy Victor”), Jose Cheong Vai Chi (“Mr. Cheong”)
and Ace Cosmos Finance Limited (“Ace Cosmos”), a
subsidiary of the Company, Wealthy Victor and Mr. Cheong
have jointly and severally undertaken to Ace Cosmos,
that within 18 months from the first submission date of
the architectural building plans submitted to the Macau
authorities and subject to certain other conditions, if the
aforesaid land premium payable for the Macau Land shall
exceed the amount HK$100,000,000, Wealthy Victor shall
pay an amount equivalent to such excess land premium
over and above HK$100,000,000 to Top Regent (Asia)
Limited, a subsidiary of the Company. No provision has

been made for this contingent asset.
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16. Y12 ~ BN FXHE 16. PROPERTY, PLANT AND EQUIPMENT
rEHE The Group
B~ BB
REFEFRE HREREH By
Furniture, Motor

fittings and vehicles and
office equipment  accessories Total
TET TET TET
HK$'000 HK$'000 HK$'000

REEHER - 82 Reconciliation of carrying amount

“2ERERA=TH - year ended 30 June 2006

LFE
REA] At beginning of year 2,716 164 2,880
2 Additions 553 109 662
HE Disposals = (2) 2)
neE Depreciation (600) (71) (671)
R&EER At balance sheet date 2,669 200 2,869
REEHER - 82 Reconciliation of carrying amount

“EELHERA=TH - year ended 30 June 2007

LFE
REA] At beginning of year 2,669 200 2,869
2 Additions 391 326 717
HE Disposals (10) - (10)
nE Depreciation (621) (125) (746)
R&ER At balance sheet date 2,429 401 2,830
RZEZEREFLHA—H At1]uly 2006
HEN Cost 7,074 322 7,396
ZHME Accumulated depreciation (4,405) (122) (4,527)

2,669 200 2,869
R-ZZEZ2LHEXA=1TH At30 June 2007
HEN Cost 7,446 648 8,094
RETE Accumulated depreciation (5,017) (247) (5,264)
2,429 401 2,830
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17. B¢ EARE 17. INTEREST IN JOINT VENTURES
1714 E = H BB 17.1 Jointly controlled entity
rEHE
The Group
—E2EEF ZZZTTREF
2007 2006
FET FAET
HK$’000 HK$’000
JE MM Y © HAKZAR{E  Unlisted shares, at cost - 1
R EEFE Share of net assets - 1
ZAREHERERE — AT The jointly controlled entity, Cheuk Nang FPD
BAENMMEEREARAAER Savills Property Management Limited, was
—TEERFALABUHER © K deregistered in September 2006 and the
BRABERS RER T M investment cost was written off to the
Bk o consolidated income statement accordingly.
ReErPorRT 2007 F 3
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17. S48 EERE (&)

172 HEEFEE

17. INTEREST IN JOINT VENTURES (cont’d)

17.2 Jointly controlled asset

R—AN=F=A=+8" &
EEE BT E=FHERD
= HRAERER -EEER
BEBETRZRAESIEEZME -
BB RGN - AREES
EBAESRMLBLBEERERE
THEBRAZBED 2+

On 30 March 1993, the Group entered into an
agreement with an independent third party to
jointly redevelop a property known as South
View Garden, located at Aberdeen, Hong Kong.
In accordance with the terms of the agreement,
the expenses incurred for and the income

arising from the redevelopment are to be shared

ARkBAOZE T _HAkER - between the Group and its joint venture partner

in the proportion of 47.5 : 52.5.

AREBEMHILAERE 2XE
(ERFEKERP IR W0

The Group’s share of the results of the joint

venture which is included in the consolidated

I income statement is as follow:
ZEEEFE I RF
2007 2006
FET FBTT
HK$’000 HK$’000
& R Turnover - _
AEEmMN (EBE) Profit (Loss) for the year 4 (68)

AEEEGALHEBEEMRARGD
RiEREERBERTIFRET :

The Group’s interests in the assets and liabilities of
the joint venture which are included in the

consolidated balance sheet are as follows:

—EELFE ZZTIETREF

2007 2006

FET FABTT

HK$’000 HK$’'000

mEE E Current assets 4,244 4,084

mEBaE Current liabilities (981) (793)
mBEEFE Net current assets 3,263 3,291
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18. AItHETRMEE 18. AVAILABLE-FOR-SALE FINANCIAL
ASSETS
EN ] ENA
The Group The Company
ZEERtFE —TTRF ZEBLE —TITRF
2007 2006 2007 2006

TERT TAET TERT TAERT
HK$’000  HK$'000  HK$000  HK$'000

I EARERE 5 Unlisted equity securities
XA Cost 15,541 15,541 15,541 15,541
ZEtREBR Accumulated impairment
losses (15,541) (15,541) (15,541) (15,541)
JELETRERBFIRERERTS & The unlisted equity investments is not stated at fair
I TS ME - BURK AR REH value but at cost less any accumulated impairment
BEEEINE - HRNESENAR losses as they do not have a quoted market price in
BEMATHERKN - REBMEFH active market. The fair value cannot be measured
MERESEETE  NEEESE reliably as the range of reasonable fair value
EEHAAMEIE- estimates is significant and the probabilities of

various estimates cannot be reasonably assessed.
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19. BIBER 19. MORTGAGE LOANS
rEHE
The Group
ZEELF —TITRF
2007 2006
FET FAET
HK$’000 HK$’000
EBE X Mortgage loans 2,381 2,823
AR Provision for doubtful debts (1,806) (2,161)
575 662
R —F R EHZ B 1p Portion due within one year
Bt ARKE SRR included under trade and
R E b & U BR 58 A other receivables (74) (85)
SERBE D EETA Non-current portion included
ERBEE under non-current assets 501 577
WIERBEE R R EER KRB TR The mortgage loans are secured and interest-bearing
BEREMO%EL.75% (ZFF R at 0% to 1.75% (2006: 0% to 3.5%) above the Hong
F P 0%E35%) FAEANE - RBE Kong dollar prime rate per annum. The mortgage
RBRHABE - loans are repayable by monthly instalments.
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20. M8 Al 2@

20. INTEREST IN SUBSIDIARIES

PN

The Company
—EELHF —ETRF
2007 2006
FE T T T
HK$’000 HK$'000
JEEMRRG - KA E Unlisted shares, at cost 258,897 258,841
VERIEN k=] Impairment loss (14,660) (14,660)
244,237 244,181
FE UL BT BB~ B 3k I8 Due from subsidiaries 1,896,693 1,596,785
* BR B Provision for doubtful debts (122,131) (122,131)
1,774,562 1,474,654
AT HY B~ R 3k I8 Due to subsidiaries (479,479) (825,183)
1,539,320 893,652

R FET B B A B ZRIE Jh 4 4
FEETERBEBEHREISTZR

HEART-Z@EARNEER - EI
AN /= R N /N
545 Bl 836,657,000/ 7T (= F
TN :1,339,773,0008 L) &
322,613,000 T (Z T X F :
668,286,000/ 7T ) 7B B LAFEF
B0.2%E9.8% (=TT X F :
0.2%ZE9.8%) 5t & o M H th ek~
ERFREBEHALE - RBZKREE
HEXAREBEES

118 |ANNuUAL REPORT 2007 F#

The amounts due from/to subsidiaries are unsecured
and have no fixed repayment term but repayment is
not expected to be within twelve months from the
balance sheet date. Included in the amounts due
from and to subsidiaries are amounts totalling
HK$836,657,000 (2006: HK$1,339,773,000) and
HK$322,613,000 (2006: HK$668,286,000)
respectively which are interest-bearing at 0.2% to
9.8% (2006: 0.2% to 9.8%) per annum. Other
amounts due from/to subsidiaries are interest-free.
The carrying amounts of the amounts due

approximate their fair values.



20. B ARz = ()
R-FTLEAA=+8  EEMH

BRABZERIMT
At AL
& Wi,/ EEHE
Place of
incorporation
or registration/
Name operation
AEZRERAA Big
Bongi Development Limited Hong Kong
ERNEERARLA Big
Cheuk Nang Property Hong Kong
Management Company Limited
IXMWERERBREBRAF B
Dun Man Secretarial and Hong Kong
Management Services Limited
BERERROA)N B
Golden Scheme Investment Hong Kong
Limited
RERERRLA B
Green View Investment Limited Hong Kong
BREXBRDAN B
Lo & Son Land Investment Hong Kong

Company Limited?
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20. INTEREST IN SUBSIDIARIES (cont’d)

Particulars of the principal subsidiaries at 30 June

2007 are as follows:

BRARE/
ARRAEH
Particulars of
issued ordinary
share capital/

registered capital

W EFR1B T
2 HK$1 shares

W EFRB T
2 HK$1 shares

2RERI0B T
2 HK$10 shares

W EFR1B T
2 HK$1 shares

W EFR1B T
2 HK$1 shares

3,0008%
FRio0E T
3,000

HK$100 shares

BRZRELA

Proportion of

ownership interest

Principal activities

HE &
Directly Indirectly
100% = WEEE
100% - Property trading
100% = MEEE
100% = Property management
services
100% - WERERRSE
100% - Provision of secretarial
and management
services
100% = WERE
100% = Property investment
100% - EBER
100% - Mortgage lending
= 100% WERERER
= 100% Property investment
and development
ANNUAL REPORT 2007 %
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20. B AR 2z (&) 20. INTEREST IN SUBSIDIARIES (cont’d)
E3lge A BRTRE/
& Wi,/ EEHE AMRAEN  BRZRELA FREH
Place of Particulars of
incorporation issued ordinary
or registration/ share capital/ Proportion of
Name operation  registered capital ~ ownership interest Principal activities

HE B
Directly Indirectly

Martego Sdn Bhd? BRAE S 5,000,0008% - 100% HWERBRER
BRIMER

Martego Sdn Bhd* Malaysia 5,000,000 - 100% Property investment

RMT shares and development

BEERARAF BA 10,0008 100% - WERE
BRIET

New Grow Development Limited ~ Hong Kong 10,000 100% - Property investment

HK$1 shares

Power Tripod Limited? BB 10,0008 - 100% WEERRER
gRIET

Power Tripod Limited? Hong Kong 10,000 - 100%  Property development

HK$1 shares and trading

HRERAERAA &R 2REIR1E T 100% - HWERE

Power Wide Development Hong Kong 2 HK$1 shares 100% - Property investment

Limited*

EEEHEME (RY)BRAA P 234,000,000 - 100% WERERER
AR

HEFEWERE (RIDEFRAF PRC  RMB234,000,000 - 100% Property investment

and development
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20. BB 2 S (&) 20.
wE A AL
=L Wh/ REBE
Place of
incorporation
or registration/
Name operation
REREBRAE BB
Success Well Investment Limited* Hong Kong
BAERBERR A" BB
Yorksbon Development Limited? Hong Kong
Ace Cosmos Finance Limited RERLES
Ace Cosmos Finance Limited BVI
Ba(EMNARAF BB
Top Regent (Asia) Limited Hong Kong

EERR/EEAFEAEE XA
HEENTEMBARCHEN L
RA o MHNEFR ST E AL S
RAZHBREEBEBRILE -

E23

MEBEARZREEERTRITE
RBITHAEBIELERZ BH
HIR (FFE36) -

B /B8 2 5] I e B T i & TR S 75
= A N PN e
FHENRSAMEEMERZR
BREEEFENRAEEFRERR
&R G BRT 2 RIME7%564% °

INTEREST IN SUBSIDIARIES (cont’d)

BRTRE/
aMRAER
Particulars of
issued ordinary
share capital/

registered capital

2RERE T
2 HK$1 shares

2RERE T
2 HK$1 shares
10,0008 B 1€ T
10,000 US$1 share

100 BR1ET
100 HK$1 shares

BRZRELH

Proportion of
ownership interest
HE GEE3
Directly Indirectly

- 100%

- 100%

- 100%
- 100%
72.42% -

72.42% -

- 71.69%
- 71.69%

Principal activities

WERE

Property investment

WERERER
Property investment

and development

RAEER

Investment holding

WERERER
Property investment

and development

The above table lists the subsidiaries of the Company

which, in the opinion of the directors, principally

affected the results or formed a substantial portion

of the net assets of the Group. To give details of

other subsidiaries would, in the opinion of the

directors, result in particulars of excessive length.

# Shares of these subsidiaries have been pledged to

banks as security for bank loan facilities granted to
the Group (Note 36).

#  Subsidiaries not audited by Moores Rowland. The

financial statements of the subsidiaries not audited

by Moores Rowland reflect total net assets and total

turnover constituting approximately 7% and 64%

respectively of the related consolidated totals.
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21. HERBEE

21. OTHER NON-CURRENT ASSET

rEH
The Group
—EELFE ZZZEETREF
2007 2006
TFAT FHET
HK$’000 HK$’000
2FES Club debenture 950 950

EATESRRANMER R REREE
SR -

22. FEYE

Club debenture is stated at cost less accumulated

impairment losses.

22. PROPERTIES FOR SALE

REH

The Group
—E2ELHF —ETRF
2007 2006
FiExT THETT
HK$’000 HK$'000
ERPYE Properties under development 914,235 752,830
B E Completed properties 47,336 97,103
961,571 849,933

33,318,000/ T
ooo ooo/%rzﬁé‘é
: 7% WMEF KRG
BERF  4.4%

—ENDBE

AEBREEHEKEM@E:ZE
821,324,000 7T (ZEZ /X F
626,492, 000/ 7T) 2 & F i3t
E%ﬁ?ﬁﬂ LAEER 3% T AR &£ E
TR E (MP5E36) ©

RZZEZERFAAA=TH  A&E
R R EER —FERKZERT
MESERIERDEE - LRETF
EEMOBRRMNEEENUNFERE
ZEDE?FE}T/K °

2007 £

REPORT

Total borrowing costs capitalised for the year
included in properties under development amounted
to HK$33,318,000 (2006: HK$29,000,000) with
effective capitalisation rates between 4.58% — 9.8%
(2006: 4.4% — 9.8%) per annum.

Properties for sale with carrying value of
HK$821,324,000 (2006: HK$626,492,000) have
been pledged to secure banking facilities granted to
the Group (note 36).

As at 30 June 2006, the Group has classified
properties under development for sale which are
not expected to be completed and realised within
one year as non-current assets. As the properties
are held for the purpose of sale, the comparative
figures have been reclassified to current assets to
conform with current year’s presentation.
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23. BRAREEYERREWHEIRE 23. FINANCIAL ASSETS AT FAIR VALUE

ENEMEE THROUGH PROFIT OR LOSS
REH
The Group
—EE2LE —ZTTRF
2007 2006
FET FET
HK$’000 HK$’000
FIEEERFAE L™ Held for trading
BAERE Equity securities listed

in Hong Kong 2,932 461
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Bt

BE

24. BWE Z RIAK

Kz
Note
EWE SRR Trade receivables (a)
H {1 FE U BR :X Other receivables
BERNFIERIESE Prepayments and deposits
ﬁﬁﬂ%qﬁl,ﬂﬁﬂ Other receivables
(a) EWE SR (a)
AEFEZREKEZERSENR
WA - MEBBEWA NKIRE
,\T/\Z/m%b uﬁfﬁ ©
?Dfﬁ%%%{zﬂ?@@@ﬁﬁ) ZE\E
DITAT -
DR30K 0 — 30 days
31— 60K 31 — 60 days
61—90K 61 — 90 days
EBBIOK Over 90 days
RErPorRT 2007 F %

HMEUWERM 24. TRADE AND OTHER RECEIVABLES

ARHE ENA
The Group The Company
—E2tF —ZTREF —ETtLE —TITRF
2007 2006 2007 2006

TERT TAERT TERT TAET
HK$’000  HK$'000  HK$000  HK$'000

436 563 - -
4,981 2,127 1 1
1,440 2,263 - -
6,421 4,390 1 1
6,857 4,953 1 1

TRADE RECEIVABLES

The trade receivables of the Group represent
rental, management fee and current portion of
mortgage loan receivables and are on open

account terms.

The ageing analysis of the trade receivables
(net of impairment for bad and doubtful debts)

as of the balance sheet date is as follows:

REH

The Group
—EELHF —ETERF
2007 2006
FiExT THETT
HK$’000 HK$'000
298 324
36 101
22 21
80 117
436 563
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25. BHE SRR EMBESERTK 25. TRADE AND OTHER PAYABLES
EN ENA
The Group The Company
—E2tF —ZTREF —ETtLE —TIRF
2007 2006 2007 2006
ik TERT THT TERT THT

Note HK$’000 HK$'000 HK$'000 HK$'000

BN ESRK Trade payables (a) 1,081 1,356 - -

HtETERFX  Other payables

MERE Tenant deposits 8,786 8,827 - -
Hi MR K Other payables
JEEtE and accruals 44,091 24,613 636 9,602
JERADERE  Due to minority
A shareholders (b) 239,990 - - -
292,867 33,440 636 9,602
293,948 34,796 636 9,602
(a) BNEZERM (@) TRADE PAYABLES
75/\\\%% )EHT%EE R AR The ageing analysis of the trade payables as of
BT the balance sheet date is as follows:
rEE
The Group
—E2ELHF —ETRF
2007 2006
FET FHET
HK$’000 HK$’000
DR30K 0 - 30 days 164 95
31—60K 31 — 60 days 41 44
61—90X 61 — 90 days 41 41
EBBIOK Over 90 days 835 1,176
1,081 1,356
(b) EBFAIDHERRMKIEA (b) DUE TO MINORITY SHAREHOLDERS
ZAIBEAEEA RS RER The amounts due are unsecured, interest-free
R o and have no fixed repayment term.
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26. BEREEE

26. INTEREST-BEARING BORROWINGS

rEHE
The Group
—EELHF —ETRF
2007 2006
FE T FAET
HK$’000 HK$’000
BEBZEITERK Bank loans, secured 707,284 1,184,454
EREBEER B/s\ Portion due within one year or
—F AN EHAE on demand included under
BN B 8 22 2 10 current liabilities (143,573) (200,954)
EIERBEBEZ Non-current portion included
JEm B EB 19 under non-current liabilities 563,711 983,500
RITERZEHH The maturity of the above bank
wmr borrowings is as follows:
BB & —F K Within one year or on demand 143,573 200,954
R —FETEZR_F More than one year but not more
than two years 97,200 248,423
R _FETEZRAFE More than two years but not more
than five years 466,511 735,077
707,284 1,184,454
ZEBEMER The effective interest rate of the bank loans at the

RITERREE
5.27% (==&

ReErPoRrRT 2007 F 3

H
ESUN fﬁ 4.6%)

balance sheet date is 5.27% (2006: 4.6%).
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26. BEEE (&) 26. INTEREST-BEARING BORROWINGS
(cont’d)
REBERIRE%E D 2 EREFEERE An analysis of the carrying amounts of the total
BEzaaT : borrowings by type and currency is as follows:
REH
The Group
—EE2LE —ZTTRF
2007 2006
FiExT THETT
HK$’000 HK$'000
2B R = At floating rates
A IT HK$ 693,358 1,179,600
AR & RMB 13,926 4,854

707,284 1,184,454
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27. EIER IR 27. DEFERRED TAXATION
RE B PR ARFE N AE F BB R B A The following are the major deferred tax liabilities
RIFETEZRERBEBEE)MHE (assets) recognised and movements thereon during
BEWT - the current and prior years:
REW=
i 18 A
AEHE mE [EEZ2H HEEBR B
Change in
Accelerated fair value on
tax investment
The Group depreciation  properties  Tax losses Total

TAERT TAET TAERT TAET
HK$'000 ~ HK$'000  HK$'000  HK$'000

R-BTHEE+LA—HB  At1]July 2005 5934 179,070 (7,660) 177,344
GTA) HBEARFE Income statement

W= charge (credit) 1,373 8,863 (2,365) 7,871
BBEBA G Acquisition through

Wi (Hfat3t) business combination

(note 31) - 117,700 - 117,700

RZZEZRFNA=1TH At30June 2006 7,307 305,633 (10,025) 302,915
R-ZBEAELA—B  At1]July 2006 7,307 305,633 (10,025) 302,915
GTA)HBEARFE Income statement

W= charge (credit) 726 69,164 (1,684) 68,206
RZZEZELEASB=1TH At 30 June 2007 8,033 374,797 (11,709) 371,121
MEFNEEBBERME @ & TRLE For the purpose of balance sheet presentation, all
MEEEMBERLHIH - the deferred tax assets and liabilities have been

offset.

RAWERIELERIEEE Unrecognised deferred tax asset
A SR TRRL R 28 A AOR - 8 The Group has not recognised deferred tax asset in
EFLER T 68,424,000 T (—ZEE respect of tax losses at HK$68,424,000 (2006:
JNEE 1 51,253,00058 7T ) HERIE T HK$51,253,000) due to unpredictability of future
MIBEE - RIFBFFRBGED - % profit streams. The tax losses do not expire under
EREBEILEINER - current tax legislation.
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28. R 28. SHARE CAPITAL
EERAK ERTRARRE
Authorised Issued and fully paid
Note No. of shares HK$'000 No. of shares HK$'000
Ffst Rip & B FAT KA & B TAT
BREENIELL Ordinary shares of
LEk HK$0.1 each
R-ZZRFEtA—A At 1 July 2005 10,000,000,000 1,000,000 73,179,019 7,316
ABRR S5t Elm Issue of shares
IR M pursuant to scrip
dividend scheme - - 3,558,317 356
RZZTRERA=1H At 30 June 2006 10,000,000,000 1,000,000 76,737,336 7,674
BREENIELL Ordinary shares of
LEk HK$0.1 each
RZZEZ FtA—A At 1 July 2006 10,000,000,000 1,000,000 76,737,336 7,674
ABRR S5t Elm Issue of shares
1R M pursuant to scrip
dividend scheme 1 - - 2,276,444 228
AEERMMETRR  Issue of shares upon
placement of shares 2 - - 44,000,000 4,400
BETHRKR D Issue of shares by
rights issue 3 - - 87,737,336 8,774
RITBRBREEM Issue of shares by
BIIRG exercise of warrants 4 = = 7,094,449 709
R-BZLEAAZHE At 30 June 2007 10,000,000,000 1,000,000 217,845,565 21,785
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28. BRA (&)

Ht &t

1(a)

REPORT

RZZBEERNF+—A=+—8
KRABBREBER=ZZZENFE+—A
—BARMBARKEETE - A4
BILEITAN S REREEC.1E T
F R D - 2£404,382/0 %4 T 5t =
T RNFRPKREZEZUABRKE
ZIRR o m BRIk EE D= E
#¥81,577,0008 7T 2 & AL ERR
o EER o

RZFETLFRA+TTA - AR
AIRBR _ZTTLFNA=+=
A AME AR EETE - ASHE
TLEATA D R EREE.1EITH
f&1a - 1,872,062 TR =_F
THFRBAREERZUBRREZ
&R - mERIRHEENRER
#89,173,000/% 7T 2 & AL E R

(B o

REMRABR AR ([IRAR]) - —
HHEEERLEE 2R R &
Citigroup Global Markets Limited
([Citigroupl ) E == ZRXF+ A
—tHNBRBOESHE - MA
FEAEFR4BITZKEEER
A & 11,000,000/ & t» ¥
Citigroup °

RIBEMAERQA R ZZTZTNF
tAZ T N\BEZBZREHZE -
RARIRAEZEUARBEEIS TH R
K 3 47 11,000,0008% 37 A% T ik

2007 £

28. SHARE CAPITAL (cont’d)

Notes:

1(a)

On 21 November 2006, the Company issued and
allotted a total of 404,382 ordinary shares of
HK$0.10 each in the Company at HK$4 to the
shareholders who elected to receive shares in the
Company in lieu of cash for the 2006 final dividend
pursuant to the scrip dividend scheme announced
by the Company on 1 November 2006. An amount
of HK$1,577,000 in excess of par value was credited

to the share premium account.

On 14 May 2007, the Company issued and allotted
a total of 1,872,062 ordinary shares of HK$0.10 each
in the Company at HK$5 to the shareholders who
elected to receive shares in the Company in lieu of
cash for the 2007 interim dividend pursuant to the
scrip dividend scheme announced by the Company
on 23 April 2007. An amount of HK$9,173,000 in
excess of par value was credited to the share

premium account.

Pursuant to a placement agreement dated 28 July
2006 made between Yan Yin Company Limited (“Yan
Yin”), a company beneficially owned by Dr. Chao
Sze-Tsung Cecil, and Citigroup Global Markets
Limited (“Citigroup”), Citigroup agreed to place
11,000,000 shares in the Company held by Yan Yin
at a placing price of HK$4 per share.

Pursuant to a subscription agreement also dated 28
July 2006 made between the Company and Yan Yin,
the Company agreed to allot and issue 11,000,000
new shares in the Company to Yan Yin at a

subscription price of HK$4 per share.
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28. AR (&)
Bie (%)

2(a)

(&)

RZZEZRFENA+T—H  RE
R B & SEA M 11,000,0008% &
REE0.1B T2 FRE K EFAR4
Bz REBRETMA - Fikas
ERAREERNEBIRITERKE
HINREE R °

iR 3% ik 2R B2 Value Partners
Limited ([Value Partners|) f£ ==
EZRNFETZAMNBEENERE %
ZF MARAREBENANERA4B TR
& B & 25 22 110,000,000 % 15

¥ Value Partners °

BIBERAEARRNR R 2T ERF
TZAMBEEZRERE - A
NAIREBENARBEABTHE R
Z%1710,000,0000% 1A% T iR °

R-_ZEF+_-_A+HHA R
## I% 7 2 &5 78 A 1 10,000,000/
BREE. 1B TZHMREIZEGR
ABIT 2 REEZETRA - FU
HEARERAEERITER °

28. SHARE CAPITAL (cont’d)

Notes (cont’d):

2(a)

(cont’d)

On completion of the subscription on 11 August
2006, 11,000,000 shares of HK$0.10 each were
issued and allotted to Yan Yin at a consideration of
HK$4 per share. The net proceeds were used for
repayment of bank borrowings of the Group and for

additional working capital.

Pursuant to a placement agreement dated 4
December 2006 made between Yan Yin and Value
Partners Limited (“Value Partners”), Value Partners
agreed to place 10,000,000 shares in the Company
held by Yan Yin at a placing price of HK$4 per

share.

Pursuant to a subscription agreement also dated 4
December 2006 made between the Company and
Yan Yin, the Company agreed to allot and issue
10,000,000 new shares in the Company to Yan Yin
at a subscription price of HK$4 per share.

On completion of the subscription on 15 December
2006, 10,000,000 shares of HK$0.10 each were
issued and allotted to Yan Yin at a consideration of
HK$4 per share. The net proceeds were used for

repayment of bank borrowings of the Group.
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28. BRA (&)
Bie (%)

2(c)

REPORT

BB - AR R HE—EENRE
E-EE+E A+ -_HEEN
REHzE BEEREREZENR
AT 7.15B T2 N ERER
HEMABTBEZARARARKRG
23,000,0008% ([Be &Rk 7)) + &
NAIRBAREE7.15%5 T 5 B
REBITHERRERND ZFRT

R-EZ+F_A_+7~B " R
#8 I% 7 2 & 78 A M 23,000,000/
BEREE. 1B TZHMKREIZEGR
7A5B T2 REEETRA - F
WmBEARERBRNEBRRTE

T
A °

2007 £

28. SHARE CAPITAL (cont’d)

Notes (cont’d):

2(c) Pursuant to a placing and subscription agreement

dated 12 February 2007 made between Yan Yin, the
Company and a placing agent, the placing agent
agreed to place, on a best effort basis, 23,000,000
shares (“Placing Shares”) in the Company held by
Yan Yin at a placing price of HK$7.15 per share.
The Company has also agreed to allot and issue
shares equivalent to the Placing Shares at a

subscription price of HK$7.15 per share to Yan Yin.

On completion of the subscription on 26 February
2007, 23,000,000 shares of HK$0.10 each were
issued and allotted to Yan Yin at a consideration of
HK$7.15 per share. The net proceeds were used for

repayment of bank borrowings of the Group.



28. AR (&)
Bie (%)

BEZTZTF+—ATHEAR

TZEARRAE EBBRESR
BTHEKRGD - LEFE KRR
B H P EE —RERAR G AR
AEE1787,737,336 R RR AR (5 -
g —HKRERHEEBERIET o #
R ER=ZZTEEAFE+=AR
BEITTRRE - FREERARE
BEAEERRARIEFEINEEER
Zp e

E_ZEZ+F A NH ' KXAQAFA]
BARARRILEERERIES
foﬁZHx%‘M%é’*M%; % 1 7%
(M2009R Kk H#EE]) - R=ZFZT Lt
E:H+:E’$“ﬁ%ﬁ
37,175,810 20092 I% #E & -
2009R R EFE R A AR =
?ti:ﬁ+:5§:%%ﬂ¢
ZAT—HURULREEGRS
ST (AT REBRG - BEE KT
#F 4(b)F7 it 3 17 200853 A% ##E &
% REECEE-Z=ZLF=A
Z+TNBRAELRTRAL98BTT °
FA - £17857,063,14615 2009
RIREE % - H£E977,063,1460%
BREBEIBITZFHK - RZF
ZT+HFNA=Z+H  HEHE
30,112,66417 200953 A% # 35 & &
HWITEE o
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28. SHARE CAPITAL (cont’d)

Notes (cont’d):

3.

Pursuant to resolutions passed by the shareholders
of the Company in an extraordinary general meeting
held on 14 November 2006, 87,737,336 new shares
of HK$0.10 each were issued at a price of HK$4 per
rights share by way of rights issue on the basis of
one right share for every existing shares held on 14
November 2006. The rights shares were issued to
the shareholders on 5 December 2006. The net
proceeds were used to reduce the overall
indebtedness of the Group and for additional working
capital.

On 8 February 2007, the Company passed a
resolution to approve the issue of one warrant for
every five existing shares of the Company held by
the shareholders (“2009 Warrants”). On 12 February
2007, the Company issued 37,175,810 units of 2009
Warrants. The holders of 2009 Warrants are entitled
to subscribe at any time during 12 February 2007 to
11 February 2009 for fully paid shares at an initial
subscription price of HK$5 per share (subject to
adjustment). Following the 2008 Warrants issue as
mentioned in note 4(b) below, the subscription price
was adjusted to HK$4.98 per share on 28 March
2007. During the year, 7,063,146 new shares of
HK$0.10 each were issued upon the exercise of
7,063,146 units of 2009 Warrants. As at 30 June
2007, 30,112,664 units of 2009 Warrants remained

outstanding.
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28. BRA (&)
Bie (%)

4(b)

REPORT

E_ZETLF=A=—+NH &
RARBRZENETITH22R
BB R 2 IR Al 11D R
#FE ([2008RREFE]) - RZF
ZLEFMEA=+H  ARAEIET
9,814,29617 20088 I% #E & -
2008 R EFR A ARIR_E
ZHFNA=FTHE_ZTZTN\F
WA=+ HUYZREETRKRS.5
B (AT AR RERSD - FA -
178 31,3031 200878 A% #E &
% - H31731,303EREEO. 1
BILZHK - R=ZZTZTLFNA
=+H8  #%F9,782,993152008
AR M AR AT R o

FrB A LM 1 = 4Tt 2 B
BTRMES T EERA RN
R -

RER > WEARE ZHERF

BE HERXBEBOARAZK

,f/'\ o)

2007 £

28. SHARE CAPITAL (cont’d)

Notes (cont’d):

4(b) On 28 March 2007, the Company passed a resolution

to approve the issue of one warrant for every twenty-
two existing shares of the Company held by the
shareholders (“2008 Warrants”). On 30 April 2007,
the Company issued 9,814,296 units of 2008
Warrants. The holders of the 2008 Warrants are
entitled to subscribe at any time during 30 April
2007 to 30 April 2008 for fully paid shares at an
initial subscription price of HK$5.5 per share (subject
to adjustment). During the year, 31,303 new shares
of HK$0.10 each were issued upon the exercise of
31,303 units of 2008 Warrants. As at 30 June 2007,
9,782,993 units of 2008 Warrants remained

outstanding.

All shares issued as mentioned in note 1 to note 4
above rank pari passu with the existing shares of the

Company in all respects.

None of the Company’s subsidiaries purchased, sold
or redeemed any of the Company’s listed securities

during the year.
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29. CAPITAL AND RESERVES
(@) The Group

AORBEERARGRR
Equity attributable to equity holders of the Company

Al 58
ke &EE BEREE RARE RARE REEN M RRER RR4E
Special
Share  Negative Exchange  capital Share  Retained Minority Total
capital  goodwill reserve reserve  premium  profits  Sub-total interests equity
TEr TEr TER TER TEn TEnT TEr TEr TER
HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK§'000  HKS$'000  HK$'000  HKS$'000
At 1uly 2005 7318 240 (71,012) 320,065 131,261 1,135,775 1,523,647 - 1,523,647
2005 final dividend paid - - - - - (10977)  (10,977) - (10977)
2006 interim dividend paid
(note 12) - - - - - (34200 (3420 - (3,420)
Issue of shares pursuant to
scrip dividend scheme 356 - - - 12475 - 12831 - 12,831
Share issue expenses - - - - (13) - (13) - (13)
Derecognition of negative
goodwill upon adoption
of HKFRS 3 - (240) - - - 240 - - -
Exchange differences - - 5,854 - - - 5,854 - 5,854
Profit for the year - - - - - 120968 120,968 - 120,968
At 30 June 2006 7,674 - (65158 320065 143723 1242586 1,646,890 - 1,648,800
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At 1 July 2006
2006 final dividend paid
(note 12)
2007 interim dividend paid
(note 12)
Issue of shares:
Pursuant to scrip dividend
scheme
Upon placement of shares
By rights issue
By exercise of warrants
Share issue expenses
Partial disposal of
a subsidiary
Exchange differences

Profit for the year

At 30 June 2007

The Group (cont’d)

AORBEERARGRR
Equity attributable to equity holders of the Company

29. CAPITAL AND RESERVES (cont’d)
(a)

Al 58

e &EE BEREE RARE RARE REEN  0F RRER RE4E
Special

Share  Negative Exchange  capital Share  Retained Minority Total
capital  goodwill reserve reserve  premium  profits  Sub-total interests equity
TEr TEr TER TEn TEx TEn TEr TEr TER
HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK§'000  HKS$'000  HK$'000  HKS$'000
7,674 - (65158) 320,065 143,723 1,242,586 1,648,890 - 1,648,890
- - - - - (14915 (14.915) - (14915
- - - - - (1875 (11,875) - (11,875
228 - - - 10750 - 10978 - 10978
4,400 - - - 244,051 - U845 - U845
8,774 - - - 342176 - 350,950 - 350,950
709 - - - 4778 - 35487 - 35487
- - - - (8,676) - (8,676) - (8,676)
- - - - - - - 50440 50,440
- - 13292 - - - 1329 - 1329
- - - - - 473758 473,758 10,170 483,928
21,785 - (51,866 320065 766,802 1,689,554 2,746,340 60,610 2,806,950
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29. CAPITAL AND RESERVES (cont’d)
(b) The Company

Bl
Rx  RxgE REARE  RERN  BEREE
Special
Share Share capital  Retained Total
capital  premium reserve profits equity
TiER TR TiER TR TR
HK§'000  HK$'000  HK$'000  HK$'000  HK$'000
At 1 July 2005 7,318 131,261 320,065 167,490 626,134
2005 final dividend paid
(note 12) - - - (10,977) (10,977)
2006 interim dividend
paid (note 12) - - - (3,420) (3,420)
Issue of shares pursuant
to scrip dividend scheme 356 12,475 - - 12,831
Share issue expenses - (13) - - (13)
Loss for the year - - - (12,820) (12,820)
At 30 June 2006 7,674 143,723 320,065 140,273 611,735
At 1 July 2006 7,674 143,723 320,065 140,273 611,735
2006 final dividend paid
(note 12) - - - (14,915) (14,915)
2007 interim dividend
paid (note 12) - - - (11,875) (11,875)
Issue of shares:
Pursuant to scrip
dividend scheme 228 10,750 - - 10,978
Upon placement of
shares 4,400 244,051 - - 248,451
By rights issue 8,774 342,176 - - 350,950
By exercise of warrants 709 34,778 - - 35,487
Share issue expenses - (8,676) - - (8,676)
Profit for the year - - - 156,334 156,334
At 30 June 2007 21,785 766,802 320,065 269,817 1,378,469
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29. CAPITAL AND RESERVES (cont’d)
(b) The Company (cont’d)

The application of the share premium account
is governed by Section 48B of the Hong Kong
Companies Ordinance.

The exchange reserve for the Group has been
set up and will be dealt with according to the
accounting policy set out in note 3.5 to the
financial statements.

Special capital reserve arose from reduction in
issued share capital on 26 March 2001 with
Court approval on 24 April 2001.

Pursuant to the undertakings given to the Court,
the credit amount arising from capital reduction
has been credited to a special capital reserve
in the books of account of the Company. So
long as there shall remain any debt or claim
against the Company outstanding at the date
when the reduction of capital took effect which,
if such date were the date of the
commencement of the winding up of the
Company, would have been admissible in proof
against the Company and the person entitled
to the benefit thereof shall not have agreed
otherwise, such reserve (i) would not be treated
as realised profit; and (ii) for so long as the
Company shall remain a listed company (as
defined in the Hong Kong Companies
Ordinance); would be treated as an
undistributable reserve of the Company for the
purposes of Section 79C of the Hong Kong
Companies Ordinance or any statutory re-
enactment or modification thereof, provided
that the amount standing to the credit of the
special capital reserve may be reduced by the
aggregate of any increase in the issued share
capital or in the share premium account of the
Company resulting from an issue of shares for
cash or other new consideration or upon a
capitalisation of distributable reserves after the
reduction took effect.
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OPERATIONS

Profit before income tax
Adjustments for:
Depreciation
Interest income
Change in fair value of
investment properties
Excess of Group’s interest in
fair value of acquiree’s
net assets over cost
Write-off of property,
plant and equipment
Write-off of investment
in joint venture
Loss of disposal of properties
under development for sale
Profit on partial disposal of

a subsidiary

Profit on sale of financial assets

at fair value through

profit or loss

Net unrealised gains on financial

assets at fair value through

profit or loss

Operating loss before

working capital changes

Decrease in properties for sale

(Increase) Decrease in trade and

other receivables
Increase in trade and

other payables

Cash generated from (used in)

operations

30. CASH GENERATED FROM (USED IN)

—ETLFE —ZTITRN
2007 2006
FHET FAT
HK$’000 HK$’000
555,901 130,968
746 671
(1,214) (324)
(463,545) (55,567)
- (93,483)
- 2
1 _
2,756 -
(109,278) -
(218) (66)
(286) (15)
(15,137) (17,814)
13,292 5,854
(1,904) 1,466
19,163 6,015
15,414 (4,479)
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31. ACQUISITION OF A SUBSIDIARY IN

YEAR 2006
On 22 September 2005, the Group, through a wholly

owned subsidiary, acquired 99% interest in Top
Regent (Asia) Limited, which is the registered and
beneficial owner of a piece of land located in
Macau. The consideration for the acquisition include

a cash consideration of HK$800 million.

The amount of minority interests at the date of
acquisition is immaterial and minority’s share of
changes in equity since the date of acquisition is
not taken into account because of according to the
profit sharing arrangement as stipulated in the
agreement, the distribution of profit to minority
shareholder upon completion of the development
of the property, if any, would be on a 50/50 basis
but only after (1) the shareholder’s loan of
approximately HK$30 million has been repaid to
the Group and (2) the distribution of dividends of
not less than HK$1,720 million to the Group.
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M. R=ZZEEARFWEKNREB AT 31. ACQUISITION OF A SUBSIDIARY IN

(%) YEAR 2006 (cont’d)
The fair value of the identifiable assets and liabilities
RWBERAEGHAAEEERA of the business as at the date of acquisition and
Bz AR BEREREEERESR their carrying value determined in accordance with
B HRELERNES G RN E HKFRS immediately before combination are as
E follows:
FREE nREE
Carrying value Fair value
FAET FAET
HK$’000 HK$’000
T AR XRE (M aE15) Premium for land lease
(Note 15) 31,972 1,050,000
HEMERAKREFTER Other payables and accruals (32,031) (44,000)
BERIEBE (Mat27) Deferred tax liabilities
(Note 27) - (117,700)
BAEEZRE Net assets acquired (59) 888,300
RE Consideration
ENEE Cash paid 800,000
REEEWERE Discount on early settlement
Z I of consideration (5,706)
BREELEKAE Directly attributable costs 523
794,817
AEBRAALFERZ Excess of Group’s interest in
REmE BBz fair value of acquiree’s

=B 12 net assets over costs 93,483
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32. SIGNIFICANT RELATED PARTY
TRANSACTIONS

Details of significant related party transactions in

addition to those disclosed elsewhere in the financial

statements, which were carried out in the ordinary

course of the Group’s business, are as follows:

ioiz3
Note

Salaries and other short-term
employee benefits paid to
key management personnel,
including amounts paid to

the Company’s directors as

disclosed in note 14

F| B A 2 2RSS
AR A7 ([CCALI)
B ATt 2E+

Interest paid to Cecil Chao &
Associates Limited (“CCAL”) (a)

Interest paid to Cecil

Sze-Tsung Chao (b)
X i FCCAL Fees paid to CCAL (c)
MEERE Building management fee

AR EMBEXE N

Architect and other

professional service fees

5 U A Rental income received from (d)
iR EA Yan Yin
CCAL CCAL

ITEE R IRA Administration fee received

from (e)
iR SR Yan Yin
CCAL CCAL
RerPoRT 2007 &%

REH

The Group
—EEEFE ZZERF
2007 2006
FiExT THETT
HK$’000 HK$'000
3,150 2,351
3,505 7,916
20,386 17,853
- 2,250
21,999 4,404
60 60
906 879
72 72
240 240
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CCALB AR A IRHEET X
EIEEERBHZRAR - AR
AIANIRB THRERERFI X
111.8%(ZFZFNF : 1.8%)
FEZAE  c RZEZTLEFR
A=Z+HI ' CCALE T A E
B~ BB REE 67,000,000/
T (ZEZ/NF : 64,871,000
HIT) o CCALRER T & ZE3KA
SEEELBREEAEESR
BEENBIL - ARARESFEK
FERFETEE LT R/CCAL
CEEREEEBA -

AAREERETEREHTZ
BrAAEEREREEERARE
EEERBHZEK  AQA
ANERBTREBRERF XN
1.8%(ZFF/RNF : 1.8%) &t
B2RE - RZZTETLFNA
=+B81 - #HttEETEFA
S8/ 2 #3X/592,759,0007%8 7T
(ZZZT X4 : 335,961,000/8
J0) c Mt ZELERTEE
KAEEEERBREELRS
BHEEERNABIL -

CCALIKIREEJT 7] TE Z 1R k3R
HEEMEBBBERSE T AE
@ o

WBEETRIEZGR - &ETY
X2 M TMARCCALIER R
=g

RIEEFEIE 2GR - NEE
B XA K CCALIR 17 B AR 1%
WURERE A e

BRAEATZERRS (42) 32. SIGNIFICANT RELATED PARTY

TRANSACTIONS (cont’d)

(@) CCAL has provided unsecured advances, which

have no fixed repayment term, to the Group at
1.8% (2006:1.8%) above the Hong Kong dollars
prime rate per annum. At 30 June 2007, the

advances from CCAL

amounted

to

HK$67,000,000 (2006: HK$64,871,000). CCAL
has confirmed that they will not request

repayment of these advances until such time

as the Group is in a position to repay. Dr. Chao,

Sze-Tsung Cecil a director and substantial

shareholder of the Company, is a director and

beneficial owner of CCAL.

(b) Dr. Chao Sze-Tsung Cecil has provided

unsecured advances, which have no fixed

repayment term, to the Group at 1.8% (2006:

1.8% ) above the Hong Kong dollars prime rate

per annum. At 30 June 2007, the advances from

Dr. Chao Sze-Tsung Cecil amounted to
HK$92,759,000 (2006: HK$335,961,000). Dr.

Chao Sze-Tsung Cecil has confirmed that he

will not request repayment of these advances

until such time as the Group is in a position to

repay.

(c) CCAL rendered architectural and

related

services to the Group on terms agreed between

both parties.

(d) Certain properties were leased to Yan Yin and

CCAL as office premises on terms mutually

agreed between both parties.

(e) The Group charged administration fee for Yan

Yin and CCAL for handling services rendered

on terms agreed between both parties.

ANNUAL

REPORT

2007 £

143



CHEUK NANG (HOLDINGS) LIMITED = 4 ( £ @ ) 5 R 2 =

144 |ANNUAL

REPORT

B o W ok M &

NoTEs TO THE FINANCIAL STATEMENTS
HEZZTZTLHFA=1+HIFE FOR THE YEAR ENDED 30 JUNE 2007

3. TRIAREERBERBUR

AREBRLEHHES
BREMNEER - FERR M
TEKE - BEEARES

& 2 7R
MEE
T\H A/\:I:

RIKKF - REBERA — RZHRSF
MR EREHRETE N EE R
R TNAEEEEZENER 2K
’fﬁ o

(@) F=EME
AR B 2 A R [E g 2R B RITAS
BREIRTTIRE 2 M REE - X
SECZBRREFEEEER
SFEREEMLAINE S EE
N BEEERSNERERE
R YEFEREZEELHFEKX
MEREE -

(b) EERK
AEFEEERREZREEK
BSRAREMEKEER - B
BEEA—EMEZEERE
WTAEEYERABZEER
o o A TR A F 15 AT 4K
REBZE - REER - A%
B ES f$¢ZFEH&
ERAZEERRETEREE
EBBERANSSREENERT
& -

(c) MEEZ R
REBTHERREXTAERZ
NBEEHRRK  LEEEXRH
THE - AERBE AR
ERETESREE ZAHEE
& o

2007 £

33. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s activities expose it to a variety of

financial risks, including interest rate risk, credit risk

and liquidity risk. The board of directors generally

adopts conservative strategies on its risk management

and limit the Group’s exposure to these risks to a

minimum. Management monitors and manages these

risks as follows:

(a)

(b)

(©)

Interest rate risk

The Group has exposure to interest rate risk
through the impact of the rate changes on bank
balances and bank borrowings. It is the Group’s
policy to maintain the proportion of the
borrowings in fixed rates and variable rates
within an appropriate range. Management
considers the interest rate risk exposure is
limited and will consider hedging significant

interest rate exposure should the need arise.

Credit risk

The Group’s credit risk is primarily attributable
to trade and other receivables. Management has
a credit policy in place and the exposure to
credit risk is monitored on an on-going basis.
Rental deposits are required from tenants prior
to the commencement of leases. At the balance
sheet date, the Group had no significant
concentrations of credit risk. The maximum
exposure to credit risk is represented by the
carrying amount of each financial asset in the

balance sheet.

Liquidity risk

The Group’s policy is to regularly monitor the
current and expected liquidity requirements, in
particular relating to capital expenditure, to
ensure that it maintains sufficient reserves of
cash and adequate committed credit facilities

from major financial institutions.
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34. COMMITMENTS
(a) Capital expenditure commitments

Capital commitments in respect of properties
under development outstanding at the balance
sheet date not provided for in the financial

statements are as follows:

rEHE

The Group
—EELEF —ETRF
2007 2006
FE T FAET
HK$’000 HK$’000
EHEBRRELD Authorised but not contracted for 128,299 50,250
BERAERBEE Contracted but not provided for 457,770 163,807
586,069 214,057

RRE T WA

REER  ARERBEEYX
ETERUBEZEAOT - R
N2 &EHEE EKZKERERLN
-

(b) Future operating lease receivables

At the balance sheet date, the Group had future
aggregate minimum lease rental receivables
under non-cancellable operating leases in

respect of the Group’s properties as follows:

rEE
The Group

—EELF —EERF

2007 2006

FE T FA&ET

HK$’000 HK$’000

—F R Within one year 11,807 20,164
EF_EFERFNRN In the second to fifth years

(BIEEEMSE) inclusive 4,175 3,573

15,982 23,737
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35. KRR R BERELR
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1,777,537,000/ ) IR{T@ & + A<
ANAIEMERBAREMRITEA
AIER RZTEZLHF A=+
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REEME TREMERET
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35.

36.

FINANCIAL GUARANTEE CONTRACTS
OF THE COMPANY

The Company and two subsidiaries have executed
corporate guarantees to banks in respect of banking
facilities granted to certain subsidiaries to the extent
of HK$2,281,502,000 (2006: HK$1,777,537,000) of
which HK$707,284,000 was utilised as at 30 June
2007 (2006: HK$1,184,454,000). At the balance
sheet date, no provision for the Company’s obligation
under the guarantee contracts have been made as
the directors considered that it was not probable
that the repayment of the loans by the subsidiaries
The fair value of these

would be in default.

guarantees is immaterial.

PLEDGE OF ASSETS

At the balance sheet date, the Group’s total bank
borrowings HK$707,284,000 (2006:
HK$1,184,454,000) were secured by the following:

of

(@) legal charges on certain of the Group’s
investment properties and certain of the Group’s
properties for sales with carrying values of
HK$3,238,675,000 (2006: HK$2,702,478,000)
(note 15) and HK$821,324,000 (2006:

HK$626,492,000) (note 22), respectively;

floating charge over all the assets and

undertakings of certain subsidiaries;

mortgages over the shares of certain subsidiaries
(note 20); and

assignments of sale proceeds, insurance
proceeds, rental income and deposits arising
from the tenancy agreements of certain

properties.
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7. AR AT 37. ULTIMATE HOLDING COMPANY
EERRARAIRELIERRFZM The directors consider the ultimate holding company
RERRB T —RHETBEMBL is Yan Yin Company Limited, which is incorporated
/NI in Hong Kong.

38. LB F 38. COMPARATIVE FIGURES
w15 K22 BB - As further explained in notes 15 and 22 to the
EThHREFEERSDBRU™E financial statements, certain comparative figures
FZEHRBR - have been reclassified to conform with current year’s

presentation.
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S
Property

BREMAKNELEE

2R (H7)
Scenic Crest
Mui Wo
Lantau Island

New Territories

Hong Kong (Portion)

BREBBHFABEELOR

EREE (317

)

South View Garden
80 Shek Pai Wan Road

Aberdeen

Hong Kong (Portion)

B % FE2
e (81%)
Villa Cecil

005%

200 Victoria Road

Hong Kong (Portion)

REPORT

2007 F

ES

Lot no.

4471630
716 in D D. 4
716 in D D. 4

H Bz 184,
185, 186,
187, 188,
189, 190%
1915%
AL 184,
185, 186,
187, 188,
189, 190 &
191

AR 8338%5B & K&

EREH
Sec. B of I.L.
8338 & Ext.

COMPLETED PROPERTIES

As At 30 June 2007

ih 22 £ Hf
Crown
lease term

(%)

(years)

FHH19925F
B Et 5546
55 from 1992

H11888F i 5T
9994

999 from
1888

M1922F 85T
75 B T755F
75 + 75 from
1922

Bl
Type

CR

CR

CR

CR

REEER
Total gross

floor area
(FFR)
(s.f)

3,903

3,903

724

724

5,952

5,952

B
Car parking

spaces

37

37

B
EHE

% owned

100

100

47.5

47.5

100

100



SERME (B)
R-ZZBELFARA=TH

Property Lot no.
BAFEFE250%: AR 27695 2
SHRES (AR # T E 1 R38R 27695
SRE-HLES) BT EHHDR1ID R
Cheuk Nang Plaza R.P. of I.L. 2769
(formerly Cheuk Nang R.P. of S.D.
21st Century Plaza) of I.L. 2769 R.P.
250 Hennessary Road of $.5.1. of S.D.
Hong Kong of I.L. 2769
B LA 28305 a2 EY)
SEE I (F1) 1B 10675%
Cheuk Nang Lookout R.B.L. 1067

30 Severn Road
The Peak
Hong Kong (Portion)

BREZNE1925%
WHE_HE— —R=ZE

W EL 2441

Villa Cecil, Phase Il 1.L. 2441

Villa 1, Villa 2 and Villa 3

192 Victoria Road

Hong Kong

BRE S ME2165% AR EY

BR-HE—E B2 2155
T 2 10

Villa Cecil, Phase Il - Villa 1 R.B.L. 215

216 Victoria Road, & Ext

Hong Kong

E E W F R

ScHEDULE oF MaJoOR PROPERTIES

COMPLETED PROPERTIES (cont’d)
As at 30 June 2007

ih 22 £ HR
Crown
lease term

(%)

(years)

119294 i 5t
99F £ 994

99 + 99
from 1929

M 1992 i &t
554

55

from 1992

M 1923F i &t
75E B 75F75
75 + 75

from 1923

H119225F i 5t
75F B 755

75+ 75
from 1922

Bl
Type

REEER
Total gross

floor area
(FFR)
(s.f)

56,174

56,174

6,500

6,500

61,533

61,533

20,494

20,494

B
Car parking

spaces

25

25

27

27

10

10

ANNUAL

CHEUK NANG (HOLDINGS) LIMITED =4 ( £ @ ) 5 R 2 =

B
EHE

% owned

REPORT

100

100

100

100

100

100

100

100

2007 F
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EERME (B)
R-ZZBELFARA=TH

S
Property

Parkview @ Attt & 35

BREEERET
BEK502508 &

Parkview@ Cecil Chao Centre

Lorong Perak
50250 Kuala Lumpur
Malaysia

ES

Lot no.

PT773 E%

Lot PT77

C=m% R=F=E
C = Commercial R = Residential
RErPorRT 2007 F %

COMPLETED PROPERTIES (cont’d)
As at 30 June 2007

ih 22 £ Hf
Crown

lease term
(F)
(years)

KAKHE

Freehold

REEER

BAl  Total gross
Type floor area
CFAR)

(s.f)

R 27,236

R 27,236

B
Car parking

spaces

B
EHE

% owned

1

100

100



CHEUK NANG (HOLDINGS) LIMITED =4 ( £ @ ) 5 R 2 =

T E WM F %

ScHEDULE oF MaJoOR PROPERTIES

BREPYE PROPERTIES UNDER DEVELOPMENT
R-ZEZELFEASA=TH As at 30 June 2007

RERLE
fikBE  BHIR  RAZTH

UES B&  BRER BARR  HBLER fER il ERES A BIfER
Stage of  Development
Crown Site  Total gross  Car parking completion asat
Property Lotno.  lease term Type* area floor area spaces %o owned date  30/6/2007
(%) (FiR)  (¥1%)
(years) (sf
ESNELE EERE mif i 39,99 4,001 8 100 0 LERE
NERERTARER HEBE  RseE EXHESH
83 RliAkS
One Kowloon Peak Tsuen Wan Town 56 from 1991 Residential 39,998 84,001 4 100 2008 Superstructure
§ Po Fung Termace Lot 352 work
Ting Kau, Tsuen Wan completed,
Hong Kong waiting for
issuance of
Occupation
Permit
ERASHENGR THRED monFer % 14,955 52,851 1 100 09 pETE
ol BRusE  7sEEnE TREf
TR
Villa Cecil, Phase IIl - Villa 2 RBL215 & Ext. 75+ 75from  Residential 14,955 52,851 11 100 2009 Site formation
216 Victoria Road 1922 work in
Hong Kong progress
BELRRE_EEZ1E Foo0, 691,  AAZE  ER/EE Bee E-ZRLH 879 00 BHRE SHEEEY
ERBZRERT 849, 851} 1,700,000 i3
RERS0508E PI78%
LEERE
Phases l to V, Cecil Section 57 Lots Freehold ~ Commercial/ 46,638 Phases 879 100 Notyet  Pending for
Chao Centre 690, 849, 851 Residential 1103 determined ~ building plan
Lorong Perak and PT 78 1,700,000 approval
50250 Kuala Lumpur
Malaysia
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BHEPYE
R-ZZBELFARA=TH
S LS
Property Lot no.
FHRR THE
HMIEEEZE AB19-0126
Cheuk Nang Garden Longhwa, Lot No
Longgang, Shenzhen AB19-0128
RFRRRGE NIEAR
Estrada de Seac Pai Van Lot No 21202
Coloane

Macau

ek LEHfh1A
o 71046%
New Villa Cecil Lot No. 184
Shui Hang D.D. Cheung Chau
Cheung Chau

Hong Kong

ReErPoRrRT 2007 F 3

HRAEH

Crown

[ease term
(&)

(years)

20055
£70F

70 from 2005

H0015 8
H0E
10 from 2001

Residential

H007E 8
H50E
50 from 2007

PROPERTIES UNDER DEVELOPMENT

As at 30 June 2007

BaRg:

Type*

Bf/fE

Commercial/

Residential

B%/fE

Commercial/

Residential

Site
area

(T5R)

552,49

552,49

97,934

97,934

10,382

10,382

8E%

Total gross
floor area
(E5%)
(s

1,682,552

1,682,552

1,602,948

1,662,948

44,092

44,092

Edii

Car parking

spaces

1,054

1,054

Not yet

determined

il

il

% owned

100

100

1241

1141

100

100

Rit IR
RHEH
Stage of
completion
date

2009

2009

Not yet

determined

2011

201

RoB2LE
e
BIRR
Development
as at
30/6/2007

fTRERN
HERWET
BT
Piling work

has completed,
Foundation and
hasement work

now in progress

Pending
Building Plan
Approval

Pending
Building Plan
Approval
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