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CORPORATE INFORMATION

AR <)

BOARD OF DIRECTORS

Executive Directors:

WANG Xiaowu (Chairman of the Board)
WANG Ruilian

LIU Xiaoting

Non-executive Directors:
FENG Qiang
YE Tao

Independent Non-executive Directors:

LAM Kwong Siu
CHEUNG Wah Fung, Christopher
LEUNG Hok Lim

COMPANY SECRETARY
CHAN Tao Ming

AUDIT COMMITTEE

LEUNG Hok Lim (Chairman of the Committee)

LAM Kwong Siu
CHEUNG Wah Fung, Christopher

REMUNERATION COMMITTEE

LAM Kwong Siu (Chairman of the Committee)

LEUNG Hok Lim
CHEUNG Wah Fung, Christopher

NOMINATION COMMITTEE
CHEUNG Wah Fung, Christopher
(Chairman of the Committee)
LEUNG Hok Lim
LAM Kwong Siu

PRINCIPAL BANKERS
Hang Seng Bank Limited
Chiyu Banking Corporation Limited

REGISTERED OFFICE

Room 3305A, 33th Floor,
West Tower, Shun Tak Centre
200 Connaught Road Central
Hong Kong
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AUDITORS

Messrs. HLB Hodgson Impey Cheng
Chartered Accountants

Certified Public Accountants

31st Floor, Gloucester Tower

The Landmark

11 Pedder Street, Central

Hong Kong

SOLICITORS

Paul, Hastings, Janofsky & Walker
22nd Floor, Bank of China Tower
1 Garden Road

Hong Kong

SHARE REGISTRAR
Tricor Standard Limited
26th Floor, Tesbury Centre
28 Queen’s Road East
Wanchai, Hong Kong

STOCK CODE
181

WEBSITE
www.fujianholdings.com

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

CORPORATE INFORMATION
AR <gE)

R A
BEEEF R BB
R ET G 5T D
BBNEGERD
BB
RIREITAT115%

B i &5
HFETITRE3E

e 4]

R RERE
B

TERB 19

IR KE22E

BB BFERLE
EEEEBRATA
BB
2ERER28R
DIEEA 2618

B 4D X 5R
181
4 1k

www.fujianholdings.com

Annual Report 2007 F




4
FINANCIAL SUMMARY
Yo 4k 22
CONSOLIDATED INCOME STATEMENT mealmER
12 months 12 months 9 months 12 months 12 months
ended 31 ended 31 ended 31 ended 31 ended 31
December 2007  December 2006  December 2005 March 2005 March 2004
“EBEtE ZTTRE “ZThE “ZTRE ZTIME
+=B=+-8B +ZA=+-BH +ZA=t—H =A=1-H =A=1-H
TR +={8A NER +=f@A +-f@A
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FET FET FET TAL
(restated) (restated)
(Z51) (E51)
Revenue g 15,936 13,753 11,415 16,542 16,157
Profit/(loss) before tax B AER/ (B518) 26,187 11,115 13,943 2,609 444,384
Income tax expense EREY (221) (1,039) (2,661) 853 4,390
Profit/(loss) attributable KARERREA
to the equity holders of EEER,/
the Company (B8) 25,966 10,076 11,282 3,462 448,774
Profit/(loss) attributable KARERREA
to the equity holders Eiha/ (B8)
of the Company (excluding (T
extra-ordinary items) EEMIEE) 25,966 10,076 11,282 3,462 (69,899)
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FINANCIAL SUMMARY

i 2
CONSOLIDATED BALANCE SHEET HEeEEAER
As at As at As at As at As at
31 December 31 December 31 December 31 March 31 March
2007 2006 2005 2005 2004
“EEtE ZEERF “ZTRE ZZTRE e i3
+=RA=+-8 +ZA=+-BH +ZA=t—H =A=1-H =RA=1-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FETL FET FAT FET
(restated) (restated)
(Z51) 2]);
ASSETS AND LIABILITIES EERER
Total assets EELE 139,410 148,578 144,965 134,924 131,604
Total liabilities EfEBE (20,261) (55,982) (57,102) (58,344) (61,420)
Net assets REE 119,149 92,596 87,863 76,580 70,184
PER SHARE DATA BREE
As at As at As at As at As at
31 December 31 December 31 December 31 March 31 March
2007 2006 2005 2005 2004
“EELE ZETRE “ZThE “ZThE “EIME
+=ZB=t-8B +ZA=+t-B +ZA=t+-H° ERET=F =A=1—H
HK Cents HK Cents HK Cents HK Cents HK Cents
Bl Al Al Bl El
(restated) (restated)
(Z51) 2]);
Earnings/(Loss) per share sREN/ (B8
(excluding extra-ordinary (TBEEEEHRER)
items) 4.92 1.94 2.17 0.67 (13.44)
Net book value per share GREETSE 22.36 17.81 16.90 14.73 13.50
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FINANCIAL SUMMARY
Yo 4k 22
PROFIT/(LOSS) ATTRIBUTABLE EARNINGS/(LOSS) PER SHARE
TO THE EQUITY HOLDERS OF THE COMPANY
AATEZBEAEGRER, (EHE) BRERN (EE)
(excluding extra-ordinary items) (excluding extra-ordinary items)
(P EEFLEEHIRE) (P EFEFFLEEHIRE)
HK$# T
Million & & Centsflll
50 50
0 -—-_‘ 0 - ]
50+ 50+
-100 -100 -
-150 -150
2004 -200-
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On behalf of the Board of Directors (the “Board”) of
Fujian Holdings Limited (the “Company”) together with
its subsidiaries (the “Group”), | am pleased to present
the annual report and the audited consolidated results
of the Group for the year ended 31 December 2007.

For the year ended 31 December 2007, the Group
recorded profit attributable to the equity holders of the
Company of approximately HK$25.97 million,
representing an increase of 158% as compared with
profit attributable to the equity holders of the Company
of approximately HK$10.08 million for the year ended
31 December 2006 (“last year”). Total assets less current
liabilities value increased by 6.6%, a net increase of
approximately HK$7.84 million to approximately
HK$126.95 million as compared with last year. The total
debt/equity ratio of approximately 26% (2006: 52%).
Basic earnings per share was approximately HK4.92 cents
for the year ended 31 December 2007 as compared to
basic earnings per share of approximately HK1.94 cents
last year.

The Board is of the view that the Group has sound
corporate governance practices. Together with the
dedication and relentless efforts of its management and
the staff, the Board believes that the Group’s business
development will have a breakthrough, bringing
beneficial returns to the shareholders.

ACKNOWLEDGEMENTS

I would like to take this opportunity to extend my sincere
gratitude to all shareholders, business partners and
customers for their support, and to all our colleagues
for their efforts, hard work and dedication. Their
hardwork represents the foundation of the Group’s
future business development.

Wang Xiaowu
Chairman

Hong Kong, 17 April 2008
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MANAGEMENT DISCUSSION AND ANALYSIS

LR i e 3

FINANCIAL REVIEW

The financial status of the Group was further
improved. Total assets less current liabilities increased
by approximately HK$7.84 million to approximately
HK$126.95 million for the year ended 31 December
2007 from approximately HK$119.11 million last
year. For the year ended 31 December 2007, the
Group recorded profit attributable to the equity
holders of the Company of approximately HK$25.97
million as compared with an profit attributable to
the equity holders of the Company of approximately
HK$10.08 million last year. Basic earnings per share
posted HK4.92 cents as compared with basic
earnings per share of HK1.94 cents last year.

OPERATIONAL REVIEW

a. Star-rated Hotel Operation
Star-rated hotel operation is the major sources
of revenue for the Group. For the year ended
31 December 2007, the turnover of the hotel
was approximately HK$14.95 million (2006:
HK$12.77 million), representing an increase of
approximately 17% from the corresponding
financial year. The increase was mainly resulted
from the increase in occupancy rate and the
appreciation of Renminbi against Hong Kong
Dollar for the period under review.

Satisfactory results were achieved from our debt
restructuring program upon completion of the
debt restructuring of Xiamen South East Asia
Hotel (the “Hotel”), and the conclusion of the
claim and debt restructuring agreement with
creditors regarding Investment 2234 China Fund
| B.V. and gain on financial restructuring
approximately HK$33.28 million (2006: Nil) was
recorded for the year under review.

Impairment loss on doubtful receivables for
HK$4.89 million was charged to the Income
Statement for the period under review on
prudent basis (2006: Nil). Pursuant to the
predetermined terms and conditions,
management of the Company is negotiating
with debtors for the recovery of these

receivables.
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MANAGEMENT DISCUSSION AND ANALY SIS

The Group procured the contract for
undertaking the management of the Hotel.
After repeated liaisons with the contracting
party, the Group was ultimately able to require
the contracting party, through legal means, to
pay the debt service fund in arrears and
withdraw from the contract, and completed the
work left by the contracting party.

Hong Kong properties held by the Group
The occupancy rate for the properties of the
Group maintained at over 90% during the
previous two years. It brought steady rental
income to the Group.

For the year ended 31 December 2007, the
rental income of properties in Hong Kong was
approximately HK$0.99 million, while last year's
was approximately HK$0.99 million.

Piano Manufacturing

The Group diversified its business into the piano
manufacturing sector by acquiring a 25% equity
interest of Harmony Piano on 2005. This
business interest is expected to contribute a
reasonable profit to the Group for the coming
years.

POST BALANCE SHEET EVENTS

(i)

On 4 March 2008, the Group entered into an
agreement with Sunshine Group and /& P93 ke

BEEEEMR A AE (Xiamen Friendship
International Co., Ltd) (“Friendship

International”). Pursuant to the agreement
Sunshine Group had agreed to transfer the
management right of the Group’'s hotel to
Friendship International. On the same date, the
Group entered into a management contract
with Friendship International in relation to the
appointment of Friendship International to
manage the daily operation of the Hotel for a

period of five years.
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MANAGEMENT DISCUSSION AND ANALYSIS

LR i e 3

(i)  On 31 March 2008, the Group entered into a
sale and purchase agreement to dispose of its
entire equity interests in Ealing Court Limited,
an associate of the Company at 31 December
2007, to the existing shareholders at a
consideration of HK$5,020,321.

(iii) On 31 March 2008, the Group entered into a
sale and purchase agreement to acquire a
property from Ealing Court Limited at a
consideration of HK$5,100,000.

FUTURE DEVELOPMENT

The Group is actively looking for business
opportunities for future development, striving to
select products with potential, so as to generate
higher returns in the market. The Directors believe
this could bring long term revenue growth and room
for future business development to the Group, and
to reduce its reliance on property lease in Hong Kong
and hotel operation in China.

LIQUIDITY AND FINANCIAL RESOURCES

The Group had total borrowings of approximately
HK$2.13 million for the year ended 31 December
2007 (2006: approximately HK$24.3 million) and
repayable within one year (2006: approximately
HK$10.3 million). For the year ended 31 December
2007 the Group's gearing ratio decreased from 26%
last year to 2%, which was calculated based on
interest bearing borrowings to total shareholders’
equity.

For the year ended 31 December 2007, the Group
had current assets of approximately HK$17.86 million
(2006: approximately HK$24 million) and current
liabilities of approximately HK$12.46 million (2006:
approximately HK$29.5 million). For the year ended
31 December 2007, the Group had total assets of
approximately HK$139.41 million and total liabilities
of approximately HK$20.26 million, and a debt ratio
(total liabilities over total assets) of approximately
15% (2006: approximately 38%).

Annual Report 2007 £

(il RZZEZNF=ZA=+—8 AEEHEBKE
RAslzEMBEERRITZI—EHEEH s ©
EBEBRKRBRAR 225 #E=1EES5,020,321
BT °

iy RZZEENE=A=+—H  KNEFEKEBE
RARN Y- BEERHHS  BERRERAA
Az —IEYEEES,100,000/8 7T °

RREBR
REFEFEGRSRARERE 2 EBEE - BER
BEINER  URKEMSLESESNER - £

%éwi%ﬁtﬁﬁ%Ti%ZKE@ﬁ%Eim%)\iE%%n%
BEREERE UWRLHEAZMERERTEZE
E%%%E’MME °

REBESRBKEER

HEZZTEZLF+A=-T—HLEFE  A5£EE
BEOR2IBBEL(ZEZE N 5243088
) c BEABEAR—FAEBE(ZZEE N A
1,030B87m) c Bz —_TZ+F+_A=+—HIt
FE AEBZERNBBELEHBEAF26%HME2% -
BARBELEETDRENSEERNKR R E=ERER

b

?7 o

BE_TTELF T _A=T-HLFE A£EZ
’%E)Jﬁ? 99/51,786 BT (ZTFN 1 X9/532,4008

B RRBaEN AT, 246%’/%75(_77/\ o)
2,9501%,571) B2+ +_-_A=+—81t

FE AEBEZREEYNR134MBEB T LEaE
HRE2,02688L  BHLENE (BERERIE
EERE)15% (ZZEZ X 49538%) °

B8 2 R B R 2 & FUJIAN HOLDINGS LIMITED




MANAGEMENT DISCUSSION AND ANALY SIS

CAPITAL STRUCTURE OF THE GROUP

The Group’s monetary assets, loan and transactions
are principally denominated in Hong Kong dollars
and Renminbi. Operating outgoings incurred by the
Group’s subsidiary in the PRC are mainly
denominated in RMB, which usually receives revenue
in RMB as well. The management is of the opinion
that the Group’s exposure to foreign exchange rate
risks is not significant, and hedging by means of

derivative instruments is considered unnecessary.

The funding and treasury policies of existing
subsidiaries of the Group are centrally managed and
controlled by the top management of the Group in
Hong Kong.

CHARGE ON ASSETS AND CONTINGENT LIABILITIES
For the year ended 31 December 2007, the loan of
HK$2.13 million (2006: HK$22.92 million) was
secured by the Group’s 40% interests in Xiamen
Plaza. On 24 February 2008, the Group subsequently
repaid the loan and procedures on release of the
property from charge are in progress. Neither other
properties nor any bank deposits of the Group was
pledged to secure banking facilities granted to the
Group.

For the year ended 31 December 2007, the Group
had no material contingent liabilities.

HUMAN RESOURCES

As at 31 December 2007, the Group had
approximately 129 employees in Hong Kong and
the PRC. The remuneration package was determined
with reference to performance and prevailing salary
levels in the market. The Group also provides
employees with training, mandatory provident fund
scheme and medical insurance cover.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

PP e i e o3 A

TEBMELRRE

AEBEZEREE  BERRXHEBUETRARE
HE - AKREFEMBARZEEXHEIZR/AR
¥ BEYEAARBUEIUNE - ERERR/AEEZ
SMERBREGE - URBEBREFEBITETR -

FEBZREMBRRAZES MM BHEHREEZ
SRERESETERNEE -

EERHARIRAE
HEZZETEFTZA=ZT—AHLEFE EF2138
BT (ZETN 0 2,2928%7m) DUAREEREFIR
M ABEERARZI0%ESIEARF - N _F
ZENFZAZ+NHE KECBEEBAENR  BHEE
EZBRGEBFELEETT NEEWEKFL
MERBITFEFNIEARNEERBRITEE ZER -

BE_ZTAFT_A=+—"HLFE AEBYLE
TAEAKAERE -

ABDER

RZBZLF+_A=1+—8  FZEEREELRTH
BHEHNI129%EE - eBE IBRERSEZRAKRT
i%iZIEﬁ%ﬁ%ﬂ@;ﬁE o AEBE MR EBIE -
aFlMAEEE B ERRE

Annual Report 2007 F

11



12

DIRECTORS’ BIOGRAPHY
R )i

EXECUTIVE DIRECTORS

Mr. WANG Xiaowu, aged 51, is the Chairman of the
Group, a director and Vice Chairman of HC Technology,
and Vice General Manager of Fujian Huamin Industrial
Group Company Limited, the ultimate controlling
shareholder of the Group. Mr. Wang joined the Group
in 2003 and is responsible for the overall strategic
planning of the Group.

Mr. Wang has over 25 years’ senior management
experience including Assistant President and General
Manager in the Treasury Department and International
Finance Department in Fujian International Trust and
Investment Corporation prior to joining the Group.

Mr. Wang acquired his Bachelor Degree in Electrical
and Mechanical Engineering from Qing Hua University
in the PRC and Master Degree in Business Administration
from the University of Glasgow in the UK.

Mr. WANG Ruilian, aged 44, is the General Manager
of the Group. Mr. Wang joined the Group on July 2006
and is responsible for the daily operations and execution
of the strategies developed by the Board. Mr. Wang has
over 20 years’ experience in management and finance.
Mr. Wang has previously been sent to overseas
companies and to take up a number of senior
management posts, including a director and vice general
manager of the Finance Department of Fujian Investment
and Development Company Limited, and the managing
director of Fujian Enterprises (Hungary) Co., Ltd.

Mr. Wang acquired his Bachelor Degree in Economics
from Xiamen University in the PRC and Master Degree
of International Management from Australian National
University in Australia.

Mr. LIU Xiaoting, aged 42, is the Vice General Manager
of the Group. Mr. Liu joined the Group in 2004 and
assists the General Manager for the daily operations.
Mr. Liu has over 20 years’ experience in finance
management. Mr. Liu has taken up a number of
management posts, included the related Department
of Fujian Provincial People’s Government; Director of
Fujian Hua Min Import & Export Co., Ltd.; Assistant
General Manager and the in charge of Finance
Department of Fujian Industrial Company Limited;
Financial Controller of trading firm in Hong Kong.
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NON-EXECUTIVE DIRECTORS

Mr. FENG Qiang, aged 41, is the Vice General Manager
of General Management Department of FIDC. Prior to
joining FIDC in 2002, Mr. Feng spent years of research
in the Chinese Academy of Social Science at Fujian for
corporate strategies and reforms. He also has practical
experience in corporate investment planning,
operational management and corporate restructuring
during his service in the government of Fujian Province
and its related companies. Mr. Feng has over 20 years'

corporation and investment management experience.

Mr. Feng has a Bachelor Degree in Economics from
Shanghai University of Finance and Economics.

Mr. YE Tao, aged 37, is the Deputy Managing Director
of Sino Earn Holdings Limited. Mr. Ye has over 10 years’
management experience. Save as disclosed herein, Mr.
Ye did not held any directorship in other listed public
companies within the past 3 years.

Mr. Ye graduated from Fuzhou University with a Bachelor
Degree in Economics and acquired his Master Degree in
Finance from Xiamen University.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LAM Kwong Siu, aged 74, is the Vice Chairman of
BOC International Holdings Limited, Delegate of the
National People’s Congress (10th Session), Chairman of
the Board of Directors of Hong Kong Federation of Fujian
Association, the Chairman of the Board of Supervision
of Hong Kong Fukien Chamber of Commerce, the Vice
Chairman of Fujian-Hong Kong Economic Cooperation,
the Vice Chairman of the Chinese General Chamber of
Commerce and the Treasurer of the Hong Kong Chinese
Enterprises Association, and Non-Executive Director of
Hong Kong CITIC Ka Wah Bank Limited, China Overseas
Land & Investment Limited and Xinyi Glass Holdings
Ltd.. Mr. Lam was awarded the HKSAR Silver Bauhinia
Star in 2003.
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DIRECTORS’ BIOGRAPHY
R )i

Mr. CHEUNG Wah Fung, Christopher, aged 56, is the
Chairman of Christfund Securities Limited, Christfund
Futures Limited, Christfund Finance Limited and
Christfund Corporate Finance Limited, member of the
People’s Political Consultative Conference of PRC, a
former Council member of the Hong Kong Stock
Exchange and a former director of the Hong Kong
Securities Clearing Company Limited, Committee
Member of the Chinese General Chamber of Commerce
and the Honorary President of Hong Kong Federation
of Fujian Association. Mr. Cheung acquired his Master
Degree in MBA from City University of Hong Kong and
was appointed as Justice of Peace by the Chief Executive
of the HKSAR Government in 2000.

Mr. LEUNG Hok Lim, FCPA (Aust.), CPA (Macau), FCPA
(Practising), aged 73, is the founding and Senior Partner
of PKF, Accountants and Business Advisers. Mr. Leung
obtained his fellowship with Hong Kong Institute of
Certified Public Accountants (formerly Hong Kong
Society of Accountants) in 1973. Mr. Leung, is a non-
executive director of Beijing Hong Kong Exchange of
Personnel Centre Limited and a number of listed
companies.
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The directors present the directors’ report and the
audited financial statements for the year ended 31
December 2007.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company are hotel
business and property investment and those of its
subsidiaries are disclosed in note 19 to the financial
statements.

An analysis of the Group's turnover and contribution to
results by principal activities and geographical area of
operation for the year ended 31 December 2007 is set
out in note 6 to the financial statements.

RESULTS AND APPROPRIATIONS

The results and cash flow of the Group for the year
ended 31 December 2007 and the state of affairs of
the Group and the Company for the year ended 31
December 2007 are set out in the financial statements
on pages 38 to 128.

DIVIDENDS

The Company did not propose any dividends for the
year ended 31 December 2007. The Directors do not
recommend the payment of a dividend for the year
ended 31 December 2007.

FINANCIAL SUMMARY

A summary of the results and the statement of net
assets/liabilities of the Group for the last financial years
is set out on page 4.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2007, the Group’s
sales to the five largest customers and purchases from
the five largest suppliers accounted for less than 30%
of the Group’s turnover and purchases for the year
respectively.

RESERVES
Movements in the reserves of the Group and of the
Company for the year ended 31 December 2007 are set
out on page 43 and in note 28 to the financial
statements.
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PREPAID LEASE PAYMENTS

Details of the movements in prepaid lease payments of
the Group are set out in note 17 to the financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and
equipment of the Group are set out in note 16 to the
financial statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company’s subsidiaries and associates
for the year ended 31 December 2007 are set out in
notes 19 and 20 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the
Company are set out in note 27 to the financial
statements.

BORROWINGS

Details of the Group’s and the Company’s borrowing
for the year ended 31 December 2007 are set out in
note 24 to the financial statements.

CAPITALIZED BORROWING COSTS
No borrowing costs were being capitalized during the
year ended 31 December 2007 (last year : Nil).

MAJOR AND CONNECTED TRANSACTIONS
On 9 May 2005, the Group entered into an extension
agreement with Raliway Department, the joint venture
partner of the Hotel, to extend the operating period of
the Hotel by 10 years to 31 December 2025.

RELATED PARTY TRANSACTION
Details of related party transactions are set out in note
35 to the financial statements.
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SHARE OPTION SCHEME
Details of the Company’s share option scheme are set
out in note 32 to the financial statements.

DIRECTORS
The Directors who held office during the year ended 31
December 2007 and up to the date of this report were:

Executive Directors:

Mr. WANG Xiaowu (Chairman)
Mr. WANG Ruilian

Mr. LIU Xiaoting

Non-executive Directors:
Mr. FENG Qiang
Mr. YE Tao

Independent Non-executive Directors:
Mr. LAM Kwong Siu (reappointed on 11 December 2007)
Mr. CHEUNG Wah Fung, Christopher
(reappointed on 11 December 2007)
Mr. LEUNG Hok Lim

In accordance with article 101 of the Company’s Articles
of Association, one third of the Directors for the time
being, or, if their number is not three or a multiple of
three, then the number nearest to one third shall retire
at the forthcoming Annual General Meeting of the
Company and shall be eligible for re-election.

Mr. Lam Kwong Siu and Mr. Cheung Wah Fung,
Christopher were independent non-executive directors
of the Company with tenures of two years expired on
10 December 2007 and were reappointed on 11
December 2007 with tenures of two years, expiring on
10 December 2009. Mr.
independent non-executive director of the Company

Leung Hok Lim was an

with tenure of two years expiring on 23 September
2006 and was reappointed on 24 September 2006 with
tenure of two years, expiring on 23 September 2008.
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DIRECTORS’ BIOGRAPHY
Biography of the Company’s directors is set out on pages
12 to 14.

DISCLOSURE OF INTERESTS BY DIRECTORS

As at 31 December 2007, the interests of the Directors
in the shares and underlying shares of the Company or
its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (Chapter
571 of the Laws of Hong Kong) (the “SFO")), which (a)
were required to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which
the Directors are taken or deemed to have under such
provisions of the SFO); or (b) were required, pursuant
to Section 352 of the SFO, to be entered in the register
referred to therein; or (c) were required to be notified
to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors
of Listed Issuers contained in Listing Rules (the “Model
Code”) were as follows:

EEEHEF
ARG ESHEEHNFEI12EF 148 -

EEEERE

R-FZLF+_A=1—H EERARFHEME
BAE (EEARBHFMRERD RBBEDFS71
B) (IBEHFLEEERD) EXV 88) 2 B Rk R,
BEARQAREESZMARKRAIFEXV FFHT7 K8 78
BHAARARBEABERSMBR AR ([BEFR))
ZHEm (BRBREESEPEHRIZZFHRXEEW
EEAEREZTA 2B RRR) - H(b)BETARE
B LB RDIEI2EREFE 2B LM 2
H(OBRBE EMRAAH LN ETABRETES
R SIREST R (MMR2EST ) B F AR 7] K B Py
ZREmWMAT

Long position in shares and underlying share of ZAATRGREBERDZHEE
the Company

Number of

issued Number of
Type of ordinary underlying Percentage

Director interests shares held shares held of interest

FriFe T FriFEE R
BEE ERER ZEREE ROEE Aok
Wang Xiaowu Personal - 1,040,000(a) 0.2%
SENE f&A
Note: Hiat

(a) These interests represent the interests in underlying shares
in respect of share options granted by the Company to
Mr. Wang Xiaowu as beneficial owners, the details of

which are set out in the Section “Share Options” below.
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Save as disclosed above, during the year, none of the
directors of the Company had or was deemed to have
any interests or short positions in the shares, underlying
shares or debentures of the Company and its associated
corporations (as defined in Part XV of the SFO) (i) which
were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions
which they were taken or deemed to have under such
provisions of the SFO); or (ii) which were required,
pursuant to section 352 of the SFO, to be entered in
the register referred to therein; or (iii) which were
required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

At no time during the year was the Company or its
subsidiaries engaged in any arrangements to enable the
directors of the Company or their respective spouses or
children under 18 years of age to acquire benefits by
means of the acquisition of shares in or debentures of
the Company or any other body corporate.

Interests in competing businesses

During the year, none of the directors of the Company
nor their respective associates had any business which
competes or is likely to compete, either directly or
indirectly, with any business of the Group.

Interests in assets of the Group

During the year, none of the directors of the Company
had any direct or indirect interests in any assets which
have been acquired or disposed of, or leased to, or
which are proposed to be acquired or disposed of or
leased to, the Company or any of its subsidiaries.

Directors’ interests in contracts

None of the directors of the Company was materially
interested in any contract or arrangement subsisting
during the year which is significant in relation to the
business of the Group.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, as far as is known to the
directors of the Company and the Company, and as
confirmed upon reasonable enquiry, the register
maintained by the Company under section 336 of the
SFO shows that the following persons (not being
directors and employees of the Company) had, or were
deemed to have, interests or short positions in the shares
and underlying shares of the Company which are
required to be disclosed to the Company or the Stock
Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO or who were, directly or indirectly,
interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all
circumstances at general meetings of any other member
of the Company or had an option in respect of such
capital were as follows:

Long Positions in the shares of the Company

Name of Shareholders

FERR

BE_TTLF+_A=1+—HiL AEARFEER
ARRBFAA - IRWEELAEERRTEERTE @ &
RARAREBEESFMEGRPIEIB6HFBEFEZERT
ftFTacek - THIAL (EIFARBZEZRER) B
BRIRRAHFA AR AR BB P RIEZE S K
HIE IR PIEXVERE 2 2 5370 #RZA [ AN A A) S B 52 Py
BRZEDRIORR - AEEKEZREEH HEN AR
AR TR ARBEFREMKE AR ZRRAE
BEZEAMERNRARES%IA L - EAZERA
Z RERHE -

FRARRBZER

% of total
issued shares

Number of
shares of the

Company held of the Company

g S NN HERITEAAT
BRREHE vl gE| BHHEBEEI L
HC Technology Capital Company Limited (“HC Technology”) 279,241,379 (a) 52.4
EGREREER AR ([FERHRH])
FIDC 279,241,379 (a) 52.4
ERK R
Fujian Huamin Industrial Group Company Limited (“FHIG") 279,241,379 (a) 52.4
EREREX (KB BRAR ([EEEHWEX (KE)))
Sino Earn Holdings Limited (“Sino Earn”) 72,553,382 (b) 13.6
EZ (BB EREBBR AR ([FEE])
Fujian Huaxing Trust & Investment Company (“FHTI") 72,553,382 (b) 13.6
EEEEEEREAR ([EHEEFF])
Fujian Huaxing Industrial Company (“FHIC")
BREATXNG ([ZEHEXE]) 72,553,382 (b) 13.6
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Notes:

(a) HC Technology beneficially holds 279,241,379 shares in
the Company. Pursuant to the SFO, FHIG is deemed to
be interested in the 279,241,379 shares by virtue of its
being beneficially interested in 100% of the issued share
capital of FIDC and FIDC is deemed to be beneficially
interested in 100% of the issued share capital of HC
Technology. FHIG is a state-owned corporation of the
PRC.

(b) Sino Earn beneficially holds 72,553,382 shares in the
Company. Pursuant to the SFO, each of FHTI and FHIC is
deemed to be interested in the 72,553,382 shares by
virtue of their being beneficially interested in 30% and
70% of the issued share capital of Sino Earn respectively.
Both FHTI and FHIC are state-owned corporations of the
PRC.

Save as disclosed herein, as at 31 December 2007, the
directors of the Company and the Company, as
confirmed upon reasonable enquiry made by them and
as indicated in the register maintained by the Company
under section 336 of the SFO, were not aware of any
other persons (other than directors and employees of
the Company) had, or were deemed to have, interests
or short positions in the shares and underlying shares
(including any interests in options in respect of such
capital), which are required to be disclosed to the
Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or who
owned any interests or short positions to be recorded
in the register under Section 336 of the SFO; or who
was, directly or indirectly, interested in 5% or more of
the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings
of any other member of the Company or had any option
in respect of such capital.
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SHARE OPTIONS

On 22 January 1997, the Company approved a share
option scheme (the “Existing Scheme”) under which
the Directors may, at their discretion, invite any employee
or executive directors of the Company and the Group
to take up options to subscribe for shares in the capital
of the Company at any time during the ten years from
the date of offer. The subscription price of the
Company'’s shares shall be referred to the average closing
price of the Company’s shares as quoted on the main
board of the Stock Exchange of Hong Kong Limited
(the
immediately preceding the offer date. The maximum

“Stock Exchange”) for five dealings days

number of shares on which options may be granted
may not exceed 10% of the ordinary share capital of
the Company in issue from time to time. No options of
the Company were being granted or outstanding since
the year ended 2002.

On 23 August 2001, the Stock Exchange introduced
changes to the provisions of the Chapter 17 of the
Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”) in
relation to share option schemes which came into effect
on 1 September 2001. As a result of the amendments
to the Listing Rules, the Board has not been able to
grant options under the Existing Scheme. In compliance
with the amendments to the Listing Rules, by an ordinary
resolution passed on 10 May 2004, the Company
terminated the Existing Scheme and adopted a new
share option scheme (the “New Scheme”).

Annual Report 2007 £ I

R I

R—ANEF—AZ+=Z8  AarE—BER
a8 ([RTHE)) - Bl EFEARBAEREA
RAEAINAEEEAEEXNTESKMBRE - 7]
REXNBERETFAERRBERNRABRAFRZK
e RRAIBRMNZABERSEZREZNBHA AER
SEARARNEEBHERXZABR DA ([BX
Frl) 2 FHKRHE - IR EERENREARBK
MZ#8E  REAABAARATHDEETEEK
BARZ10% - BE-ZTZT_Fi - ARAIAEHIRE
{a] R M SR B AR R I T4

RZEBZ-—FNAZ+T=B BIXFABRREFLD
MANTEMRALD B17ERBEBREFEZIGXE
TETER  ZFEEINR_TZT-FAA—HAL
Moo BN EMRAZER  EFGARERRITFS
HXBERE - /SEST EWRAZEET > ARER
ZTMNEFRATABBERRER  EAKILRT
BT 8 RN B R S & ([3hE &) -

B8 2 R B R 2 & FUJIAN HOLDINGS LIMITED




The details of option share outstanding as at 31

December 2007 as granted under the New Scheme are
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as follows:
Options Options Options Options
held as at  exercised lapsed held as at % of
Date of 1 January during during 31 December Nature of  Exercise Exercise  existing
grant 2007  the Period  the Period 2007 interests price period  Shares
R=2%t% R=2B+tE
-B-AH RER MR t=A=+-AR tRE
BEZ iz KMz BEZ B2 itz
REAH ERE ERE EhRE BhE #E IRE % 8o
HKS
BT
Wang Xiaowu 3 June 2004 5,200,000 4,160,000 - 1,040,000 Personal 0.184 3 June 2004- 0.20
A \V:Y it k2 (EDN 2 June 2014
~AZH —2LME
~AZHE
—T-|mE
~AZR
Mei Qinping 3 June 2004 3,120,000 1,560,000 1,560,000 - Personal 0.184 3 June 2004- -
ks S k2 (EDN 2 June 2014
~AZH —2LEE
~NAZHE
—T-mE
~AZR
Chen Danyun 3 June 2004 2,080,000 1,660,000 - 420,000 Personal 0.184 3 June 2004- 0.08
RAE —ERIME fEA 2 June 2014
~AZH —2LME
~AZHE
—T-|mE
~AZR
Cheung Wah Fung, 3 June 2004 5,200,000 5,200,000 - - Personal 0.184 3 June 2004- -
Christopher —TEME faA 2 June 2014
REE ~AZH TN
~AZHE
—T-|mE
~AZR
Employees 3 June 2004 200,000 200,000 - - Personal 0.184 3 June 2004- -
BB it ka2 fAA 2 June 2014
~AZH —2EmE
~AZHE
—T-|mE
~AZR
15,800,000 12,780,000 1,560,000 1,460,000

The consideration to be paid upon acceptance of

the options by each of the grantees is HK$1.
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MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of
the business of the Company were entered into or
existed during the year ended 31 December 2007.

PURCHASES, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Neither the Company nor its subsidiaries, had purchased,
sold or redeemed any of the Company’s listed securities
during the year ended 31 December 2007.

CORPORATE GOVERNANCE

The Directors consider that throughout the year ended
31 December 2007, the Company has complied with
the Code on Corporate Governance Practices (“Code
on Corporate Governance”) as set out in Appendix 14
of the Listing Rules. The Company had received from
each of the Independent Non-executive Directors a
verbal confirmation of his/her independence.

The Company has adopted the Code on Corporate
Governance. The Company had made specific enquiries
to all Directors regarding any noncompliance with the
Code on Corporate Governance during the year ended
31 December 2007, and had received confirmations from
all Directors that they had fully complied with the
required standard set out in the Code on Corporate
Governance during the year ended 31 December 2007.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Group has adopted Appendix 10 to the Listing Rules,
the Model Code, as its own code of conduct regarding
Directors’ securities transactions. Specific enquiry has
been made with all Directors and the Directors have
complied with the requirements set out in the Model
Code for the year ended 31 December 2007.
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AUDIT COMMITTEE

The Audit Committee of the Group was established in
1999. Currently, it comprises three members, all of
whom are Independent Non-executive Directors, namely
Mr. Leung Hok Lim who possesses professional
accounting qualification, Mr. Lam Kwong Siu and Mr.
Cheung Wah Fung, Christopher. Mr. Leung Hok Lim is
the Chairman of the Audit Committee. The Audit
Committee has adopted the term of reference in line
with the Code on Corporate Governance Practices issued
by the Stock Exchange. The principal duties of the Audit
Committee include the review and supervision of the
Group’s financial reporting process and internal controls.
Two regular meetings have been held by the Audit
Committee during the year. Each Committee meeting
was provided with necessary financial information of
the Group for consideration, review and assessment of
major issues. The Audit Committee has reviewed with
management and the Group’s external auditors, Messrs.
HLB Hodgson Impey Cheng, the accounting principles
and practices adopted by the Group and discussed
internal controls and financial reporting matters
including the review of connected transactions and the
consolidated financial statements.

NOMINATION COMMITTEE

The Nomination Committee was formed in March 2005
to ensure fair and transparent procedures for the
appointment of directors to the Board. The committee’s
authority and duties are set out in written terms of
reference, which specify that it must comprise at least
three members, the majority of whom are Independent
Non-executive directors. The current members of the
Nomination Committee are Mr. Cheung Wah Fung,
Christopher, Mr. Leung Hok Lim and Mr. Lam Kwong
Siu.

REMUNERATION COMMITTEE

According to the Code on Corporate Governance, the
Group shall set up a Remuneration Committee with a
majority of the members being independent non-
The Group established its
Remuneration Committee in March 2005 comprising

executive Directors.
three independent non-executive Directors, namely Mr.
Lam Kwong Siu, Mr. Leung Hok Lim and Mr. Cheung
Wah Fung, Christopher.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I

DIRECTORS’ REPORT
o

EREES

REER—NIANFRIEZZEG - BHHLZEE
BR=FEKEHEK  BEHARBUIFNTES B
REREE (ABIESTMERS)  MEKEER
REESA  -RBRIEEREZEZEGER - B
ZESORMNEBRRFMEMAEEE TR —
BoBE#HE BEZZESCFEREEEEMRE
WA AEE W BRREF RALEE - BEREE
ERAFECRITMATHERE GRZEELE
HERHUWEZAEBENBER  HKEZE B
ARIRIERSRZERET - EREZESEH
EIRERANEE 2 IS AZBLAD [ B AT & 5 A S 75 P

BAAREMRAZEHRAIRED - XEHAER
ERELVBHHREREEEETH R > HPEREHA
SEZBAER G RFAMBHRE -

REZEES
REZBECN_FTTAF-AKY - §EERE
EZRERFNAAFRBERZRA - 2288

BARBESNE@ESIAN - JBEESHRD
—HKE

A
MAMD B ARBILIERTES - 125

rqm

ZECRIZKEBERERLE  REELER
MBI E -
FHNEES
BIBECEERSRTE - AEBEAK LA HKE

RBUFFATEEZHFHEZE G - AKEER-F
TRFEZARIUFNEES  H=RBUIFNTE
FHEK BEMBERELE  REBRLTLENRKEESR
/_:E o

Annual Report 2007 F

25



26

DIRECTORS’ REPORT
T

The Remuneration Committee shall consult the
Chairman and/ or the General Manager of the Group
about their proposals relating to remuneration package
and other human resources issues of the Directors and
senior management of the Group. The emoluments of
Directors are based on each Director’s skill, knowledge
and involvement in the Group’s affairs, the Group’s
performance and profitability, remuneration benchmark
in the industry and the prevailing market conditions.

SUFFICIENCY OF PUBLIC FLOAT

Based on information available to the Company and
within the knowledge of the Directors, at least 25% of
the Company's total issued share capital was held by
the Public as of the date of this report.

POST BALANCE SHEET
Details of post balance sheet event are set out in note
36 to the financial statements.

AUDITORS

Messr. HLB Hodgson Impey Cheng were appointed as
the auditors of the Company for the year ended 31
December 2007 and have audited the accompanying
financial statements. A resolution will be submitted by
the Board of Directors at the forthcoming annual general
meeting of the Company to re-appoint Messr. HLB
Hodgson Impey Cheng as the Company’s auditors for
the year ending 31 December 2008.

On behalf of the Board

Wang Xiaowu
Chairman

Hong Kong, 17 April 2008
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In the opinion of the Directors, the Group had,
throughout the year ended 31 December 2007, complied
with the Code of Best Practices set out in Appendix 14
of the Listing Rules. The Code of Best Practices was
replaced by the Code on Corporate Governance which
has become effective for accounting periods
commencing on or after 1 January 2005. The Company
had, to certain extent, applied the principles and
complied with code provisions and the recommended
best practices of the Code on Corporate Governance

Practices throughout the year ended 31 December 2007.

BOARD COMPOSITION AND BOARD PRACTICES
The Board is principally responsible for the management
and operations of the Group. The Board also reviews
the overall strategic development and monitors the
financial performance of the Group. The Directors
acknowledge their responsibilities in reviewing the
reports of the Group for the year covered by this annual
report.

The Board comprises a total of eight Directors, three of
which are Executive Directors, two Non-executive
Directors and three Independent Non-executive
Directors. One of the Independent Non-executive
Directors has appropriate professional qualifications, or

accounting or related financial management expertise.

Board composition review will be made regularly to
ensure that it has a balance of expertise, skills and
expertise appropriate for the requirements of the
business of the Group. In accordance with article 101
of the Company’s Articles of Association, one third of
the Directors for the time being, or, if their number is
not three or a multiple of three, then the number nearest
to one-third shall retire at the forthcoming Annual
General Meeting and shall be eligible for re-election.
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CHAIRMAN’S ROLE AND RESPONSIBILITY

The Chairman of the Board (“Chairman”) and the Group
General Manager are separate individuals, to maintain
segregation of duties between the management of the
Board and the day-to-day management of the Group’s
business. One important role of the Chairman is to
provide leadership for the Board. The Chairman has to
ensure that the Board works effectively, discharges
responsibilities, and that all key and appropriate issues
are discussed by the Board in a timely manner. All
Directors are consulted about matters proposed for
inclusion in the agenda. The Chairman has delegated
to the Company Secretary the responsibility for drawing
up the agenda for each Board meeting.

The Group supports the establishment of good corporate
governance practices and procedures. The Group
General Manager has been delegated such authority.
The Board always acts in the best interests of the Group,
and all Directors have made full and active contribution
to the affairs of the Board. Meeting between the
Chairman and the Non-executive Directors (including
Independent Non-executive Directors) without the
presence of Executive Directors has been scheduled as
at least once a year.

A package of orientation materials setting out the duties
and responsibilities of Directors under the Listing Rules,
related ordinances and relevant regulatory requirements
of Hong Kong is provided to each newly appointed
Director. Orientation meeting for briefing on business
and operations of the Group will be held with the
Directors concerned.
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BOARD OF DIRECTORS

The Board meets regularly. For the year ended 31
December 2007, it held four meetings. Regular Board
meetings of the year are scheduled in advance. All
notices of the meeting of the Board will be made to
various directors at least 14 days prior to the meeting,
the Company Secretary will assist the Chairman in
preparing the memorandum of the meeting as to give
all Directors an opportunity to attend. Board papers are
circulated not less than three days before the Board
meetings, to enable the Directors to make informed
decisions on matters to be raised at the Board meetings
and to offer them sufficient time to review the
documents. The Company Secretary and the Qualified
Accountant normally attend all reqular Board meetings,
to advise on corporate governance, statutory
compliance, accounting and financial matters when
necessary, as to ensure the compliance and maintenance
of sound corporate governance practice. The Company
Secretary shall prepare minutes and keep record of
matters discussed and decisions resolved at all Board
meetings.

INTERNAL CONTROL

The directors have overall responsibility for the
establishment, maintenance and review of the Group’s
system of internal control. For the year ended 31
December 2007, the directors periodically reviewed its
internal control system to ensure its effectiveness and
adequacy, which embraced financial, operational and

risk management control.
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For the year ended 31 December 2007, the Board met

RIZZELF+_A=+—HFE EFFHETIX

4 times and the Directors’ attendance at the Board 2‘3% EELEBRAOAT :
Meeting is as follows:

Attendance
Director B= R
Chairman FE
WANG Xiaowu SENE 4
Executive Directors BITES
WANG Ruilian Timpk 4
LIU Xiaoting 2T 4
Non-executive Directors EMITESE
FENG Qiang R 4
YE Tao ® = -
Independent Non-executive Directors BYUEMITES
LAM Kwong Siu MEIK 3
CHEUNG Wah Fung, Christopher IR EE I 3
LEUNG Hok Lim PR 4
Records of Board meetings are kept by the Company EEZEEHLEIARARANERT  TEXE2KES
Secretary, and submitted to each Director for filing and {EARH LG AFHEEEER -
made available to them for their inspection.
Insurance policy has been arranged to safequard the EXHHEERE @ FEE@EEAZFLRBEIIRRE
interests of the Directors in case of legal proceedings.
Non-executive Directors FHITES
Mr. Ye Tao and Mr. Feng Qiang were appointed as Non-  EEh4E RSB EES R _ZTZNFNA - +WHH
executive Directors on 24 September 2004 and 27 R-_ZETRAF—A=-++tH EBEZTAEINTES
January 2005 respectively and without a specific term, HEZEHERTES  HAKRBAEEZ A5EEE
but are subject to retirement by rotation at the Annual R4HRIZRTE - BRREBEF A ERRFESRITE
General Meeting in compliance with the Company's  #&(T °

Articles of Association.

CONFIRMATION OF |INDEPENDENCE
INDEPENDENT NON-EXECUTIVE DIRECTORS
Each Independent Non-executive Director has made an
annual confirmation of independence pursuant to Rule
3.13 of the Listing Rules. The Company is of the view
that all Independent Non-executive Directors meet the
independence guidelines set out in Rule 3.13 of the
Listing Rules, and are independent in accordance with
the terms of the guidelines.

OF
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Mr. Lam Kwong Siu and Mr. Cheung Wah Fung,
Christopher were independent non-executive directors
of the Company with tenures of two years expired on
10 December 2007 and were reappointed on 11
December 2007 with tenures of two years, expiring on
10 December 2009. Mr.
independent non-executive director of the Company

Leung Hok Lim was an

with tenure of two years expiring on 23 September
2006 and was reappointed on 24 September 2006 with
tenure of two years, expiring on 23 September 2008.
However, their tenures are subject to the Articles of
Association of the Company and the Code on Corporate
Governance, under which they have to retire by rotation
and make themselves eligible for re-election.

DIRECTORS’ RESPONSIBILITY FOR
CONSOLIDATED FINANCIAL STATEMENTS
The Directors are responsible for the preparation of the

THE

financial statements for each financial period which give
a true and fair view of the state of affairs of the Group
and of the results and cash flows for that period. In
preparing the financial statements, the Directors have
selected appropriate accounting policies, applied them
consistently, made judgments and estimation that are
prudent, fair and reasonable, ensured all applicable
accounting standards are followed and prepared the
financial statements on a going concern basis. The
Directors are also responsible for ensuring that the
Group keeps accounting records which disclose with
reasonable accuracy at any time the financial position
of the Group and which enable the preparation of
financial statements in accordance with the Hong Kong
Companies Ordinance and the applicable accounting
standards.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Group has adopted Appendix 10 to the Listing Rules,
the Model Code, as its own code of conduct regarding
Directors’ securities transactions. Specific enquiry has
been made with all Directors and the Directors have
complied with the requirements set out in the Model
Code for the year ended 31 December 2007.
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AUDIT COMMITTEE

The Audit Committee of the Group was established in
1999. Currently, it comprises three members, all of
whom are Independent Non-executive Directors, namely
Mr. Leung Hok Lim who possesses professional
accounting qualification, Mr. Lam Kwong Siu and Mr.
Cheung Wah Fung, Christopher. Mr. Leung Hok Lim is
the Chairman of the Audit Committee. The Audit
Committee adopted the term of reference in accordance
with the Code on Corporate Governance Practices issued
by the Stock Exchange. The principal duties of the Audit
Committee include the review and supervision of the
Group’s financial reporting process and internal controls.
Two regular meetings have been held by the Audit
Committee during the year. Each Committee meeting
was provided with necessary financial information of
the Group for consideration, review and assessment of
major issues.

During the year ended 31 December 2007, the members

of the Audit Committee met twice and their attendance
is as follows:

Name of member

EZEEE

AEER—NMNNFRIEZZES - RKZE®
R-BNEAEN  BEYRELIENTESE \L?E
REREE (ABEIESHAER) MEKEER
REELE  REBRAELRBERLZEGEF - EXZ
B HMERRAEAEEE AT RTA—B
BEEE  FZZEeCFERBREFHRBFAR
SEMBRMEF RANEE FREEERAFE
EFERTMATHEE BRZEegRIERMHY

LEUNG Hok Lim (Chairman)
LAM Kwong Siu
CHEUNG Wah Fung, Christopher

The Audit Committee has reviewed the interim and final
financial results for the year 2007. The Audit Committee
consider the financial statement to be complied with
the appropriate financial standards and the law
regulations and with enough disclosure has been made.
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The Audit Committee of the Company has reviewed
the audited consolidated financial statements of the
Group for the year ended 31 December 2007. The
figures in respect of the Group’s consolidated balance
sheet, consolidated income statement and the related
notes thereto for the year ended 31 December 2007 as
set out in this announcement have been agreed by the
Group's auditors, Messrs. HLB Hodgson Impey Cheng,
to the amounts set out in the Group’s audited
consolidated financial statements for the year. The work
performed by Messrs. HLB Hodgson Impey Cheng in
this respect did not constitute an assurance engagement
in accordance with Hong Kong Standards on Auditing,
Hong Kong Standards on Review Engagements or Hong
Kong Standards on Assurance Engagements issued by
the Hong Kong Institute of Certified Public Accountants
and consequently no assurance has been expressed by
HLB Hodgson
announcement.

Messrs. Impey Cheng on this

NOMINATION COMMITTEE

The Nomination Committee was formed by the Group
in March 2005. The Committee currently comprises three
members, all of whom are Independent Non-executive
Directors namely Mr. Cheung Wah Fung, Christopher,
Mr. Leung Hok Lim and Mr. Lam Kwong Siu, whereas
Mr. Cheung Wah Fung, Christopher was nominated as
the Chairman of the committee. The major duty of the
Nomination Committee is to ensure fair and transparent
procedures for the appointment, re-election and removal
of directors to the Board.

1 3 8 Ih W

ARAZBMEREHNBAREBRE_TTLF+
“RE=T - BFEREREAVB®RE - ARAIX
HEE B SR ANESA ([BE]) CHBRARRESA
RERAEEBE_TTLF+ _A=+—HILHF
BZRECEAMBBREAEE T  UIRBAFH
FAEM o AR LR R IBRIRBE SR ARG RM
ZERENEA  FERENERENABTERER
REAMETORERR - BB/ THAQMmE
HAEMAZRE

REZES

AEBRN _TERF-ANZRELEZES - BB Z
BEem=-RKEENX  BRERBUFNTEST B
BREELEE  REBREENRMBEINEL @ REE
RERRELZEGEIR  RAZBSGTIERK IR
REFZZE  FEREBRNEFTANMERAZR
U

During the year ended 31 December 2007, the members R-ZEE+F+-_A=+—HFE REZZELH
of the Nomination Committee met once and their T— X & REHFBERWNT
attendance is as follows:

Attendance
Name of member RE R HERE
CHEUNG Wah Fung, Christopher (Chairman) REE (F/E) 1
LEUNG Hok Lim 2 1
LAM Kwong Siu MREJK 1
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REMUNERATION COMMITTEE

The Group established its Remuneration Committee in
March 2005. The Committee currently comprises three
members, all of whom are Independent Non-executive
Directors, namely Mr. Lam Kwong Siu, Mr. Leung Hok
Lim and Mr. Cheung Wah Fung, Christopher. Mr. Lam
Kwong Siu is the Chairman of the Remuneration
Committee. The Remuneration Committee adopted the
term of reference in accordance with the requirements
of the Stock Exchange. The Remuneration Committee
met once during the year as to review the emolument
policy and the benefits of the Executive Directors.
The Remuneration Committee shall consult the
Chairman and/or the General Manager of the Group
about their proposals relating to remuneration package
and other human resources issues of the Directors and
senior management of the Group. The emoluments of
Directors are based on each Director’s skill, knowledge
and involvement in the Group’s affairs, the Group’s
performance and profitability, remuneration benchmark
in the industry and the prevailing market conditions.

For the year ended 31 December 2007, the members of
the Remuneration Committee met once and their
attendance at the Board Meeting is as follows:

FMEES
AEBR_ZETRF=-_ARILFMNEZES - BRKZ
BEem=-2MEBHEN RE/BUFNATES £
EMEREL  REBREELREBRLL - MEIKSE
ERFHEZEENERE - FMZBE S BERETS
BB ZRE - FNE B E@NFEHRET R
% BHARTEFZHMMBELGE

FME RS AR AREEENEREEAR ZF M2
HELREMANERAEBAAEELE R HEL
B EFEMeRIEERE S 2EE - MBKE LY
AEBEBZR/RARE  U2BAEE 2 XEER
AR - RIEMEKFERTSREMERE

Name of member REBAR HERE
LAM Kwong Siu (Chairman) MBI (£/E) 1
LEUNG Hok Lim Py ) 1
CHEUNG Wah Fung, Christopher REIE 1
EXTERNAL AUDITORS SN EB ¥ B AT

The Audit Committee has reviewed a service plan
from Messr. HLB Hodgson Impey Cheng regarding
their independence and objectivity and had a
meeting with HLB Hodgson Impey Cheng, the
external auditors of the Company, to discuss the
scope of their audit and approve the scope.

The Audit Committee also makes recommendations

to the Board on the appointment and retention of
the external auditors.
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For the year ended 31 December 2007, the Company
paid Messr. HLB Hodgson Impey Cheng, the external
auditors of the Company, HK$495,000 as audit fees
(2006: HK$450,000).

The auditors’ reporting responsibility is set out on pages
36 to 37 of this annual report.

RISK MANAGEMENT

The Company’s management believes that risk
management is an essential component of the Group’s
administrative structure. The management assists the
Board of Directors in evaluating material risk exposure
existing in the Group’s business, including investment
risk, interest rate risk, liquidity risk etc, and participates
in designing and formulating appropriate risk
management and internal control measures, and to
its in daily operational

ensure implementation

management.

The management considers that the investment risk
management measures provide guarantee to the Group
through its way of seeking new development
opportunities, as to secure reasonable return in every
investment, to reduce investment risks and to avoid

possible loss attributable to investments.

The Group's risk management towards liquidity aims to
ensure that under all circumstances there exists sufficient
capital to fulfill repayment obligations of all debts due,
to maintain good creditworthiness, to finance
reasonable investment opportunities and to fuel business
development. The Group’s accounting department is
responsible for daily financial activities and monitors
liquidity position from time to time to cope with business

operation of the Company.
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CORPORATE CORRESPONDENCE

The Company commits to report to the shareholders
of the Company the Group’s corporate information
in a timely and punctual way through notifying or
mailing to all shareholders via press release, Interim
Report and Annual Report. The circular of the Annual
be distributed to all
shareholders of the Company at least 21 days prior

General Meeting will
to the meeting, which set out the requirements and
the procedure of the vote and the relevant details
of other proposed resolutions. The printed copies of
the Group’s Annual Report and Interim Report have
been dispatched to all the shareholders.

The Company also maintains a corporate website
on which comprehensive information about the
Group is provided.

The Company is committed to ensuring that it is
fully compliant with disclosure obligations stipulated
under the Listing Rules and other applicable laws
and regulations, and that all shareholders and
potential investors have an equal opportunity to
receive and obtain externally available information
that is released by the Group.

CORPORATE MONITOR

The Board is responsible for monitoring the Group’s
overall corporate reporting process and control
system, while the corporate reporting standard is
handled by the accounting department, which makes
regular review of resources allocation and financial
reporting system properly. Compliance with Code
on Corporate Governance, the Listing Rules, SFO
and other applicable laws and regulations are
handled by the Company Secretary. The Company’s
management meets with the Executive Directors
regularly to review and brief the reporting system,
and the Audit Committee annually to review and
brief the reporting system.
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A package of detailed materials setting out the duties
and responsibilities of Directors of the Company is
provided to each newly appointed Director of the
Company, in which it is especially specified the
applicable rules and regulations (including the Listing
Rules) that the first time appointed Directors of the
Company shall notice and understand.

In respect of the securities transactions made by
Directors, the Company has adopted a set of rules
not less stricter than the code of conduct regarding
the standard for securities transactions by listing
issuers set out in Appendix 10 of the Listing Rules
(the “corporate code”). Printed copies of the
corporate code have been distributed to each
Directors and relevant employees of the Group as
stipulated therein. All the Directors confirmed that
they have complied with the standards set out
therein.

On behalf of the Board

Wang Xiaowu
Chairman

Hong Kong, 17 April 2008
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INDEPENDENT AUDITORS’ REPORT

WL A% i e

B M & 365 £ % 5

Hodgson Impey Cheng

HLB

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
FUJIAN HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements
of Fujian Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 40 to 128, which comprise the
consolidated and company balance sheets as at 31
December 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
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated 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 the consolidated
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
consolidated 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. We
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INDEPENDENT AUDITORS’ REPORT

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 consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures
selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement of
the consolidated 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
consolidated 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 policies used and the
reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation
of the consolidated financial statements.

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

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 31 December 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 disclosure requirements of the
Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 17 April 2008
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CONSOLIDATED INCOME STATEMENT

A WA AR

For the year ended 31 December 2007 (in HK Dollars)

HE_ZTLF+ZA=+—HFE GABTIIR)

Notes 2007 2006
iz —EEt¢ ZETRX

Revenue L§: 5 15,935,467 13,753,227
Other income Hittlg A 7 1,745,657 9,811,657
Other gains H it e &5 8 1,169,016 4,925,840
Staff costs EIRA (5.402,281) (5,742,541)
Depreciation nE 16 (3,944,031) (3,511,603)
Amortisation of prepaid BREETESH

lease payment 17 (2,061,674) (2,058,577)
Impairment loss reversed BENERESBRER

in respect of hotel property 16 - 5,359,832
Impairment loss (recognised)/reversed BN HEREREFE

in respect of prepaid lease payment (Re:2) /# 1 17 (938,326) 58,577
Gain on fair value changes of RENEATFERE

investment properties 18 1,500,000 1,600,000
Impairment loss reversed in respect of EWEEATKEZ

amount due from an associate A E B R E - 650,000
Impairment losses (recognised)/reversed & U ik 25l B &5 18

in respect of trade receivables () /&E 22 (638,435) 737,038
Impairment loss recognised in respect of Xt & Ux iR 7 2 i fE

other receivable EEER 22 (4,250,580) =
Impairment loss reversed in respect of — HEfEKIRR 2R E

other receivable EEREmE 22 30,725,427 -
Waiver of interest payable EREENE2HE

on borrowings 2,552,245 -
Share of profits/(losses) of associates ~ E{EEEATER,/ (FHE) 2,530,720 (141,797)
Finance costs A& A 9 - (3,220,541)
Other operating expenses HittiGEE R (12,735,756) (11,106,397)
Profit before tax BR B AT R 26,187,449 11,114,715
Income tax expense Gigeyilaba 10 (221,532) (1,038,684)
Profit for the year REERF 11 25,965,917 10,076,031
Earnings per share SRER
Basic (HK cents per share) A& (BREWL) 14 4.92 1.94
Diluted (HK cents per share) 3 (5REMN) 14 4.87 1.93
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CONSOLIDATED BALANCE SHEET
R E R AR
RoEE LRt SR GBI

Notes 2007 2006
Bzt —EEL —EEX
Non-current assets ERBEE
Property, plant and equipment Y ERN N 16 51,504,553 55,839,545
Prepaid lease payment BARNEETE 17 36,000,000 39,000,000
Investment properties BEME 18 16,600,000 15,100,000
Interests in associates BENRES 20 17,448,121 14,643,001
121,552,674 124,582,546
Current assets RBEE
Inventories BE 21 99,529 227,750
Trade and other receivables B 5 REM KRR 22 941,349 4,888,269
Bank balances and cash ROEHRRASE 23 16,816,032 18,879,382
17,856,910 23,995,401
Current liabilities RBEE
Borrowings &8 24 2,133,379 10,307,221
Interest payable on borrowings EREENS 24 - 16,491,773
Trade and other payables EoREmEMER 25 10,330,588 2,673,266
12,463,967 29,472,260
Net current assets/(liabilities) RBEE/ (AE) FE 5,392,943 (5,476,859)
Total assets less current liabilities BEERRBAR 126,945,617 119,105,687

EBERAERZ2 A FUJIAN HOLDINGS LIMITED I Annual Report 2007 3
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CONSOLIDATED BALANCE SHEET (CONTINUED)
AR EE R EE G

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTLF+_A=1+—RAFE WUETIR)

Notes 2007 2006
i —EEt TR
Capital and reserves AR
Equity attributable to the AREERFEEAEGER
equity holders of the Company
Share capital P 27 66,597,500 65,000,000
Reserves @t 52,551,371 27,596,175
Total equity RAEREE 119,148,871 92,596,175
Non-current liabilities FRBEE
Deferred tax liabilities EEHBRE 26 7,796,746 7,575,214
Borrowings BE 24 - 13,951,588
Trade and other payables EHREmEMER 25 = 4,982,710
7,796,746 26,509,512
126,945,617 119,105,687

The consolidated financial statements on pages 40 to 128 were EFER T T /\F WA+ A B B S HIEE K
approved and authorised for issue by the Board of Directors on 17 % EZ RSP B RERPFL40E £ 1287 -
April, 2008 and are signed on its behalf:

ENE EER

Wang Xiaowu Wang Ruilian
EFE EE

Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
B 4 3 % B %

For the year ended 31 December 2007 (in HK Dollars)

HE_TTLF+_A=1+—HFE GAETIIR)

Share-based

Share Share  Translation compensation Accumulated
capital premium reserve reserve losses Total
(Note 27) (Note 28) (Note 28)
AR B
TRHEEM
BRA R4 &8 RERE A iR Ch
(Ktiz27) (Kizt28) (Kizt28)
At 1 January 2006 —25/5-A-H 65,000,000 573,199,393 - 2,907,200  (553,243,843) 87,862,750
Exchange differences arising on FRZENRNIREE B
translation of foreign operations - - (5,342,606) - - (5,342,606)
Profit for the year REFRT - - - - 10,076,031 10,076,031
Total recognised income and expenses FRERRNRER B B8
for the year - - (5,342,606) - 10,076,031 4,733,425
At 31 December 2006 “2EX~E+ZA=1+-H 65,000,000 573,199,393 (5,342,606) 2,907,200  (543,167,812) 92,596,175
Exchange differences arising on FRZENRNIREE B
translation of foreign operations - - (1,764,741) - - (1,764,741)
Profit for the year REFRT - - - - 25965917 25965917
Total recognised income and expenses HRERRLRER B %
for the year - - (1,764,741) - 25,965,917 24,201,176
Issue of ordinary shares upon exercise of TERRERETRN
share options 1,597,500 3,105,540 - (2,351,520) - 2,351,520
Share options forfeited BAMZBRE - - - (287,040) 287,040 -
At 31 December 2007 ZE2EtE+ZA=t-H 66,597,500 576,304,933 (7,107,347) 268,640 (516,914,855 119,148,871

EBERAERZ2 A FUJIAN HOLDINGS LIMITED I Annual Report 2007 3
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CONSOLIDATED CASH FLOW STATEMENT
FelemaR
For the year ended 31 December 2007 (in HK Dollars)

ZE_TZLF+_A=T—BEE GETHT)

2007 2006
t 3 N
Operating activities REEHK
Profit for the year KEFRF 25,965,917 10,076,031
Adjustments for: FAEER
Income tax expense PIE 221,532 1,038,684
Loan interest from a fellow subsidiary RZHBARZERFE - (628,808)
Bank interest income BRITH S HﬁU\ (574,758) (330,450)
Share of (profits)/losses of associates i ERR (BF) /B (2,530,720) 141,797
Finance costs BMEKA - 3,220,541
Amortisation of prepaid lease payment BANHERIELEE 2,061,674 2,058,577
Depreciation of property, mE - BEREHITE
plant and equipment 3,944,031 3,511,603
Gains on fair value changes of REMERTERE
investment properties (1,500,000) (1,600,000)
Impairment loss recognised/(reversed) in BNHEEFBREBRRR/ (&E)
respect of prepaid lease payment 938,326 (58,577)
Impairment loss reversed in BENF R EEERE
respect of hotel property - (5,359,832)
Loss on disposal of property, HENE  BERREER
plant and equipment 1,067,806 415,179
Impairment loss reversed in respect of e & A RIFIE 2 REBEER
amount due from an associate - (650,000)
Impairment loss reversed in respect of e ARERREBERE
investment in an associate - (1)
Sundry income received from Sunshine Group MR ¢ &£ B 7 E it 5 - (5,167,246)
Gain on disposal of an associate BB A Al e - (186,449)
Write-down of inventories FEREEM 136,894 4,626
Impairment losses recognised/ FERIER 2 REEERR/ (BE)
(reversed) in respect of trade receivables 638,435 (737,038)
Impairment loss recognised Hi R IR R 2 BB R
in respect of other receivable 4,250,580 -
Impairment loss reversed HipEKIER 2 REBERD
in respect of other receivable (30,725,427) -
Waiver of interest payable on borrowings ~ EREEFIEZ#% (2,552,245) =
Operating cash flows before movements HEE A
in working capital LBERS 1,342,045 5,748,637
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
A Bl e E xR ()

For the year ended 31 December 2007 (in HK Dollars)

HE_ZTHtHF+_A=+—HAFE GUBRIITR)

2007 2006
“2%t ZETRX
Inventories #E (8,673) 190,925
Trade and other receivables Z o R EmEYERR (1,307,964) (1,376,697)
Trade and other payables BHREMERER 728,668 (3,050,232)
Cash generated from operations REXBHERA 754,076 1,512,633
Interest received B 7S 574,758 330,450
Net cash generated by REXBRESRARH
operating activities 1,328,834 1,843,083
Investing activities REXEK
Purchases of property, BEME  BERZ
plant and equipment - (415,258)
Proceeds from disposal of property, RELENE  BE &G
plant and equipment - 3,085
Proceed from disposal of an associate REHER AR - 640,000
Secured loan repaid by a fellow RAEMBRRIZEERERNE
subsidiary - 16,500,000
Interest received B UFIE - 628,808
Net cash generated by REXEBZRERNFE
investing activities - 17,356,635

MBERAERZ2 A FUJIAN HOLDINGS LIMITED I Annual Report 2007 3
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

A B em R (H)

For the year ended 31 December 2007 (in HK Dollars)

BE-TTLET-AST—BEE (ABTIT)

2007 2006
“E%t —E2ER
Financing activities REEE
Repayment of borrowings BEEE (4,608,814) (3,886,514)
Proceeds from issue of ordinary shares REBETZEAR 2,351,520 -
Net cash used in financing activities REDACRERLFE (2,257,294) (3,886,514)
Net (decrease)/increase in cash and HeRBEEEE (RY) /EmEHE
cash equivalents (928,460) 15,313,204
Cash and cash equivalents at ENzReRBe%E
the beginning of the financial
year 18,879,382 7,486,234
Effects of foreign exchange rate changes ~ EXREHTZ (1,134,890) (3,920,056)
Cash and cash equivalents at FECBEEeRBEEE
the end of the financial year 16,816,032 18,879,382
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BALANCE SHEET

7E AR

At 31 December 2007 (in HK Dollars)
RZZTZEFF+=A=+—RH GUETIR)

Notes 2007 2006
Bzt —EEt —EEX
Non-current assets ERBEE
Property, plant and equipment ERN N 16 138,094 213,471
Investment properties REMFE 18 16,600,000 15,100,000
Interests in subsidiaries BB RER 19 14,217,413 13,375,816
Interests in associates BENRER 20 2,650,001 2,650,001
33,605,508 31,339,288
Current assets RBEE
Trade and other receivables B 5 REAEURERR 22 164,521 437,578
Bank balances and cash ROERKRE 23 16,145,974 18,505,637
16,310,495 18,943,215
Current liabilities REBEE
Trade and other payables B 5 REMERNER 25 548,286 859,172
Net current assets REBEERE 15,762,209 18,084,043
Net assets EERE 49,367,717 49,423,331
Capital and reserves BAR &
Equity attributable to the equity AREESEREA
holders of the Company e %
Share capital e 27 66,597,500 65,000,000
Reserves & 28 (17,229,783) (15,576,669)
Total equity RAEREE 49,367,717 49,423,331
EAE FHK
Wang Xiaowu Wang Ruilian
2 E
Director Director
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

1.

GENERAL

Fujian Holdings Limited (the “Company”) is a public
limited company incorporated in Hong Kong and
its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

Its immediate holding company is HC Technology
Capital Company Limited, a company incorporated
in the British Virgin Islands and its ultimate holding
company is EREZ (£8) BR AT, a state-
owned corporation in the People’s Republic of
China (the “PRC").

The address as of the registered office and principal
place of business of the Company is Room 3305A,
33/F, West Tower, Shun Tak Centre, 200 Connaught
Road Central, Hong Kong.

The consolidated financial statements are presented
in Hong Kong dollars, which is same as the
functional currency of the Company.

The principal activities of the Company and its
subsidiaries (collectively referred to as the “Group”)
are investment holding, property investment in
Hong Kong and hotel operations in the PRC.
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B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs")

In the current year, the Group has applied, for the
first time, of the following new standard,
amendment and interpretations (“new HKFRSs")
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), which are effective
for the Group’s financial year beginning 1 January
2007.

HKAS 1 Capital Disclosures
(Amendment)
HKFRS 7 Financial Instruments:

Disclosures
HK(IFRIC)-Int 7 Applying the Restatement
Approach under HKAS 29
Financial Reporting in
Hyperinflationary
Economies

HK(IFRIC)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded

Derivatives
HK(IFRIC)-Int 10 Interim Financial Reporting
and Impairment

The adoption of the new HKFRSs had no material
effect on how the results and financial position for
the current or prior accounting periods have been
prepared and presented. Accordingly, no prior
period adjustment has been required.

2.

e B AR MR

For the year ended 31 December 2007 (in HK Dollars)

HE-_ZT+F+_A=+—BFE GAETIT)

ERFITRRETEBMBREEN (&
BB HREER])

RAFE  AEERAATHEESHMAE
(BRGNS MBEM BB G ERH
R R RREB (ETXRBERHBEME
BEER])  ZEFEEAR_ZTZTLF—A—H
FIGZ ARB c MBEFE - REBMRAZFH
BAEMBREEANGFALDT -

BAEGTERE 15
({EFTA)

ERMISMEERETR SBITHE: FHE
B8 (BB ks REAB T 2ER29
ZELZEE REMBRERER
—REETR AEBME TR
BB #HEERR
E Dby
B (BB s BB B RE2
ZRELZEE) H) 1 [Z]
—2EF8R
B (BB ks BHABAE
ZREZES) PTETH
—2EFIR
B (BB s R BT S R
ZRELZEE) ORI
—2EF105%

RNFTR] BB SRS EANE R R R IAE GG
HEZmEL2NTALBEATE - Fitt
BAFEHFIHHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

2

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

The Group has applied the disclosure requirements
under HKAS 1 (Amendment) and HKFRS 7
retrospectively. Certain information presented in
prior year under the requirements of HKAS 32 has
been removed and the relevant comparative
information based on the requirements of HKAS 1
(Amendment) and HKFRS 7 has been presented for
the first time in the current year.

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

Notes
HKAS 1 (Revised) Presentation of Financial Statements 1
HKAS 23 (Revised)  Borrowing Costs 1
HKAS 27 (Revised)  Consolidated and Separate 2
Financial Statements
HKFRS 8 Operating Segments 1
HK(IFRIC)-Int 11 HKFRS 2 - Group and Treasury 3
Share Transactions
HK(IFRIC)-Int 12 Service Concession Arrangements 4
HK(IFRIC)-Int 13 Customer Loyalty Programmes 5
HK(IFRIC)-Int 14 HKAS 19 - The Limit on a Defined 4
Benefit Asset, Minimum Funding
Requirements and their Interaction
Notes:

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

2. Effective for annual periods beginning on or after 1
July 2009

3. Effective for annual periods beginning on or after 1
March 2007

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

5. Effective for annual periods beginning on or after 1
July 2008
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

The directors of the Company anticipate that the
application of these standards or interpretations
will have no material impact on the results and the
financial position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

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

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

Basis of consolidation

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

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

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

For the year ended 31 December 2007 (in HK Dollars)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of consolidation (Continued)

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

Investments in subsidiaries

A subsidiary is an entity in which the Company,
directly and indirectly, controls the composition of
the board of directors, controls more than half of
the voting power or holds more than half of the
issued share capital. Investments in subsidiaries are
stated at cost less any identified impairment losses.
The results of the subsidiaries are accounted for by
the Company on the basis of dividend received
and receivable.

Investments in associates

An associate is an entity over which the investor
has significant influence and that is neither a
subsidiary nor an interest in a joint venture.

The results and assets and liabilities of associates
are incorporated in these consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in associates
are carried in the consolidated balance sheet at
cost as adjusted for post-acquisition changes in
the Group’s share of the net assets of the
associates, less any identified impairment loss.
When the Group’s share of losses of an associate
equals or exceeds its interest in that associate
(which includes any long-term interests that, in
substance, form part of the Group’s net investment
in the associate), the Group discontinues
recognising its share of further losses. An additional
share of losses is provided for and a liability is
recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of that associate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments in associates (Continued)

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

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

Where a group entity transacts with an associate
of the Group, profits and losses are eliminated to
the extent of the Group’s interest in the relevant
associate.

Revenue recognition

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

Rental income under operating leases is recognised
on a straight-line basis over the term of the lease.

Revenue from hotel operations is recognised when
services are provided.

Income from granting the management right of
the Group's hotel is recognised in accordance with
the terms of the contract.

Management fee income is recognised on quarterly
basis for the fixed portion and yearly basis for
floating portion over the terms of contract.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (Continued)

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

Property, plant and equipment

Property, plant and equipment are stated at cost
less subsequent depreciation and impairment
losses.

Hotel property is interests in buildings and their
integral fixed plant which are collectively used in
the operations of the hotel, and are stated at cost
less subsequent depreciation and impairment
losses. The related repairs and maintenance
attributable to hotel properties are charged to the
consolidated income statement in the period which
they are incurred. The costs of significant
improvements are capitalised.

Depreciation of the hotel property is calculated on
the straight-line basis to write off the cost of the
hotel property over the remaining lease terms.
Depreciation of other property, plant and
equipment is provided to write off the cost over
their estimated useful lives and after taking into
account of their estimated residual value, using
the reducing balance method at a principal annual
rate of 20%.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Investment properties

Investment properties are properties held to earn
rental and/or for capital appreciation. On initial
recognition, investment properties are measured
at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are measured at their fair
values using the fair value model. Gains or losses
arising from changes in the fair value of investment
property are included in profit or loss for the period
in which they arise.

An investment property is derecognised upon
disposal or when the investment property is
permanently withdrawn from use and no future
economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the
asset) is included in the consolidated income
statement in the year in which the item is
derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leasing

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

The Group as lessor

Rental income from operating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease.

The Group as lessee

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

Leasehold land

Interest in leasehold land is accounted for as
operating leases and amortised over the lease term
on a straight-line basis.

Foreign currencies

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

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in the profit or loss in the
period in which they arise, except for exchange
differences arising on a monetary item that forms
part of the Company’s net investment in a foreign
operation, in which case, such exchange differences
are recognised in equity in the consolidated
financials statements. Exchange differences arising
on the retranslation of non-monetary items carried
at fair value are included in the profit or loss for
the period except for differences arising on the
retranslation of non-monetary items in respect of
which gains and losses are recognised directly in
equity, in which cases, the exchange differences
are also recognised directly in equity.

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

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

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I

B A B R M AR
For the year ended 31 December 2007 (in HK Dollars)
HE_ZZLF+-_A=+—BFE (GAEBRIT)
FESIBEX (8)
S ()
REBERBRESEREREL ZELZEAN
ELHRAANIESTER - EEKRAREEI
EBIREFRPD 2 EBREMELEZIER
EZRERIN BEHBERT - BRELEZBIHINE
EUBRRPERRRAER - UATFEEE
ZHEKHARENMERELCELZERN
ZHR 2 BRIIERS - EREERRBRAR
BMRBEZIFEBREELEZEZRRI - Filt
BRT  EXZBETERRNRAEDEAER -

REIEAMBREROBE - NEEIRINER
MEENABANGEERERERBE SRR
AMZ2FIEE AVET) - MEKA KR AIA
AEREFHERTUARE - [RIFFAZERE
EXKRE AIRZBEARAT BRBERZRIT
ERGE  EAMNERZRBERS —ERAKH
BUBRED (RERFE)  ZEXEZERNZE
ShEB R E IR B E AR - RIE &S
EEREEZABABBAISHEEZRER
RPEFRBDRERZBIMEERTZEER
BE YRREERAZEREXETRE - E
EZEREZBIRNBEFHREAER

CENDEN
FIEMERRATREEL 2 MRARNEDT &
BRI TR KIIE -

Annual Report 2007 F i

57



58

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Retirement benefit costs

Payments to defined contribution retirement benefit
plans are charged as an expense when employees
have rendered service entitling them to the
contributions.

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

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit as
reported in the consolidated income statement
because it excludes items of income or expense
that are taxable or deductible in other years and it
further excludes items that are never taxable or
deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

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

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability
is settled or the asset realised, based on tax rates
(and tax laws) that have been enacted or
substantively enacted by the balance sheet date.
Deferred tax is charged or credited to profit or
loss, except when it relates to items charged or
credited directly to equity, in which case the
deferred tax is also dealt with in equity.

Impairment of tangible assets other than
goodwill

At each balance sheet date, the Group reviews the
carrying amounts of its tangible assets to determine
whether there is any indication that those assets
have suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at
a revalued amount under another standard, in
which case the impairment loss is treated as a
revaluation decrease under that standard.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of tangible assets other than
goodwill (Continued)

When an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but
so that the increased carrying amount does not
exceed the carrying amount that would have been
determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at
a revalued amount under another standard, in
which case the impairment loss is treated as a

revaluation decrease under that standard.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-
in, first-out method.

Financial instruments

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

or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets

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

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees on points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or,
where appropriate, a shorter period.

Income is recognised on an effective interest basis
for debt instruments other than those financial
assets designated as at FVTPL, of which interest
income is included in net gains or losses.

Financial assets at fair value through profit or loss
Financial assets at FVTPL has two subcategories,
including financial assets held for trading and those
designated as at FVTPL on initial recognition.

A financial asset is classified as held for trading if:

e it has been acquired principally for the purpose
of selling in the near future; or
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at fair value through profit or loss

(Continued)

e itis a part of an identified portfolio of financial
instruments that the Group manages together
and has a recent actual pattern of short-term
profit-taking; or

e it is a derivative that is not designated and
effective as a hedging instrument.

A financial asset other than a financial asset held
for trading may be designated as at FVTPL upon
initial recognition if:

e such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

e the financial asset forms part of a group of
financial assets or financial liabilities or both,
which is managed and its performance is
evaluated on a fair value basis, in accordance
with the
management or investment strategy, and

Group's documented risk
information about the grouping is provided

internally on that basis; or

e it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset
or liability) to be designated as at FVTPL.

At each balance sheet date subsequent to initial
recognition, financial assets at FVTPL are measured
at fair value, with changes in fair value recognised
directly in profit or loss in the period in which they
arise. The net gain or loss recognised in profit or
loss includes any dividend or interest earned on
the financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans
and receivables (including trade receivables, other
receivables and bank balances and cash) are carried
at amortised cost using the effective interest
method, less any identified impairment losses (see
accounting policy in respect of impairment loss on
financial assets below).

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable
payments and fixed maturities that the Group's
management has the positive intention and ability
to hold to maturity. The Group designated certain
debt securities as held-to-maturity investments. At
each balance sheet date subsequent to initial
recognition, held-to-maturity investments are
measured at amortised cost using the effective
interest method, less any identified impairment
losses (see accounting policy in respect of
impairment loss on financial assets below).

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated or not
classified as financial assets at FVTPL, loans and
receivables or held-to-maturity investments. The
Group designated listed equity and debt securities
as well as unlisted equity securities as available-for
sales financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are
measured at fair value. Changes in fair value are
recognised in equity, until the financial asset is
disposed of or is determined to be impaired, at
which time, the cumulative gain or loss previously
recognised in equity is removed from equity and
recognised in profit or loss (see accounting policy
in respect of impairment loss on financial assets
below).

For available-for-sale equity investments that do
not have a quoted market price in an active market
and whose fair value cannot be reliably measured
and derivatives that are linked to and must be
settled by delivery of such unquoted equity
instruments, they are measured at cost less any
identified impairment losses at each balance sheet
date subsequent to initial recognition (see
accounting policy in respect of impairment loss on
financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are
assessed for indicators of impairment at each
balance sheet date. Financial assets are impaired
where there is objective evidence that, as a result
of one or more events that occurred after the initial
recognition of the financial asset, the estimated
future cash flows of the financial assets have been
impacted.

For an available-for sale equity investment, a
significant or prolonged decline in the fair value of
that investment below its cost is considered to be
objective evidence of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

For all other financial assets, objective evidence of
impairment could include:

e significant financial difficulty of the issuer or
counterparty; or

e default or delinquency in interest or principal
payments; or

e it becoming probable that the borrower will
enter bankruptcy or financial re-organisation.

For certain categories of financial asset, such as
trade receivables, assets that are assessed not to
be impaired individually are subsequently assessed
for impairment on a collective basis. Objective
evidence of impairment for a portfolio of
receivables could include the Group’'s past
experience of collecting payments, an increase in
the number of delayed payments in the portfolio
past the average credit period observable changes
in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is
impaired, and is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the original effective interest rate.

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return for
a similar financial asset. Such impairment loss will
not be reversed in subsequent periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

The carrying amount of the financial asset is
reduced by the impairment loss directly for all
financial assets with the exception of trade
receivables, where the carrying amount is reduced
through the use of an allowance account. Changes
in the carrying amount of the allowance account
are recognised in profit or loss. When a trade
receivable is considered uncollectible, it is written
off against the allowance account. Subsequent
recoveries of amounts previously written off are
credited to profit or loss.

For financial assets measured at amortised cost, if,
in a subsequent period, the amount of impairment
loss decreases and the decrease can be related
objectively to an event occurring after the
impairment losses was recognised, the previously
recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed
does not exceed what the amortised cost would
have been had the
recognised.

impairment not been

Impairment losses on available-for-sale equity
investments will not be reversed in profit or loss in
subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised directly
in equity. For available-for-sale debt investments,
impairment losses are subsequently reversed if an
increase in the fair value of the investment can be
objectively related to an event occurring after the
recognition of the impairment loss.

Financial liabilities and equity

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

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial liabilities and equity (Continued)

An equity instrument is any contract that evidences
a residual interest in the assets of the group after
deducting all of its liabilities. The Group’s financial
liabilities are generally classified into financial
liabilities at FVTPL and other financial liabilities.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
through the expected life of the financial liability,
or, where appropriate, a shorter period.

Interest expense is recognised on an effective
interest basis other than those financial liabilities
designated as at FVTPL, of which the interest
expense is included in net gains or losses.

Financial liabilities at fair value through profit or
loss

Financial liabilities at FVTPL has two subcategories,
including financial liabilities held for trading and
those designated as at FVTPL on initial recognition.

A financial liability is classified as held for trading
if:

e it has been incurred principally for the purpose
of repurchasing in the near future; or

e itis a part of an identified portfolio of financial
instruments that the Group manages together
and has a recent actual pattern of short-term
profit-taking; or

e it is a derivative that is not designated and
effective as a hedging instrument.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I

B A B R M AR
For the year ended 31 December 2007 (in HK Dollars)
HE_ZZLF+-_A=+—BFE (GAEBRIT)
FESIBEX (8)
£RMIA (&
HBEERRAE (H)
BATAEEEAREEBERGEMEAE
BeEETHHRABENTMAA -
AEBZUBRBENRYBEELE -

BEERMEZE

ERMEEDFAESRABCBHEKNARRE

RREESNET 2 TTE - BERMESER
RZRe @B ENEFFH (ER) 8B 8
3T IR AT AR RIR S A RE R -
BRTZEREAABEMEFTREEINERAE
Sh - REFNBEXHEBREFWREKEET
MB X H TR BRI R EEER -

EBRBARBREMEEN L FIEESE
BAFEIRSDEEEREENESREA
ME - BRIEEBERECHAGRESR Fﬁ?@
FItRB BB REIBE LR o

TIBRTERABIREERFIEEE .

s MUBHERMABIERNTERKHEE
&

s BRASEEREEMAIEMNZHBEIA
B RO BERESRE NG

e EBENTTATA(RETRABAEMIETT
BBRIN) o

Annual Report 2007 F i

67



68

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
 E_TTLF+_A=+—BFE UABTIIR)

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 3. T E&:HBEE (&)

Financial instruments (Continued) 2RI A (&)

Financial liabilities and equity (Continued) BBEERKRZE (&)

Financial liabilities at fair value through profit or FEBERUAREL A EN A FIEEE (&)
loss (Continued)

A financial liability other than a financial liability PRABENEEACRBEFRAER

held for trading may be designated as at FVTPL iﬁ B ARME R FEE - 1

upon initial recognition if:

e such designation eliminates or significantly s BEREBERIEZBIARELEFEEEKXR
reduces a measurement or recognition RESERME IR —BUEEBR ; 3k

inconsistency that would otherwise arise; or

e the financial liability forms part of a group of e MEBIPAZEREBEIIRERE ZES
financial assets or financial liabilities or both, %ﬁﬁéi@ BRA—HAXERMERKEIZ
which is managed and its performance is RNHEREER 2 — 8 M&EEEZ
evaluated on a fair value basis, in accordance ERORTEETEABCEEMEEC
with the Group’s documented risk NEPE R 2k

management or investment strategy, and
information about the grouping is provided
internally on that basis; or

e it forms part of a contract containing one or o ABHEKMBRARITETESNZHA—I
more embedded derivatives, and HKAS 39 A ZE D - RIBBBEB S ERZIER
permits the entire combined contract (asset RBESEHN (BEXAR) AIEATE
or liability) to be designated as at FVTPL. FEREREBERRE -

At each balance sheet date subsequent to initial RO THERENSEER  cREBEUARFE

recognition, financial liabilities at FVTPL are AEMEENATE  KEZAFLEBEELR

measured at fair value, with changes in fair value REMREER  BECFERCREeREEn

recognised directly in profit or loss in the period in AT EERF) S e

which they arise. The net gain or loss recognised
in profit or loss includes any interest paid on the
financial liability.

Other financial liabilities Atz G A&

Other financial liabilities (including borrowings, HemaBERERERERNEBENS B
interest payable on borrowings, trade payables and REMERNKIE - PP RATFEETE - ME
other payables) are subsequently measured at %A A BRI AL N AT E o

amortised cost, using the effective interest method.

Equity instruments R T A

Equity instruments issued by the Company are RARIBETZRATANBWAERENRE
recorded at the proceeds received, net of direct BT AN B0 8% o

issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Derecognition

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

the financial recognises a

collateralised borrowing for the proceeds received.

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

Provisions

Provisions are recognised when the Group has a
present obligation as a result of a past event, and
it is probable that the Group will be required to
settle that obligation. Provisions are measured at
the directors’ best estimate of the expenditure
required to settle the obligation at the balance
sheet date, and are discounted to present value
where the effect is material.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Share-based payment transactions
Equity-settled share-based payment
transactions

Share options granted to employees

For grants of share options which are conditional
upon satisfying specified vesting conditions, the
fair value of services received determined by
reference to the fair value of share options granted
at the grant date is expensed on a straight-line
basis over the vesting period, with a corresponding
increase in equity (share-based compensation
reserve). The impact of the revision of the original
estimates during the vesting period, if any, is
recognised in profit or loss with a corresponding
adjustment to share options reserve.

For share options which are vested at the date of
grant, the fair value of the share options granted
is expensed immediately to profit or loss.

At the time when the share options are exercised,
the amount previously recognised in share-based
compensation reserve will be transferred to share
premium. When the share options are forfeited
after the vesting date or are still not exercised at
the expiry date, the amount previously recognised
in share-based compensation reserve will be
transferred to retained profits.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting
policies, which are described in note 3,
management is required to make judgements,
estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and
associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results may differ from these

estimates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (CONTINUED)
The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision
affects only that period, or in the period of the
revision and future periods if the revision affects
both current and future periods.

Investment properties

Investment properties are stated at fair value based
on the valuation performed by independent
professional valuers. In determining the fair value,
the valuers have based on a method of valuation
which involves certain estimates. In relying on the
valuation report, the directors of the Company have
exercised their judgement and are satisfied that
the method of valuation is reflective of the current
market conditions and underlying assumptions
adopted for capitalisation of the income derived
from the existing tenancies with due provision for
the reversionary income potential of the property
interests.

Estimated impairment of property, plant and
equipment

The Group assesses annually whether property,
plant and equipment have any indication of
impairment, in accordance with the relevant
accounting policies. Where an indication of
impairment is noted, the recoverable amounts of
property, plant and equipment will be estimated
based on value-in-use calculations or scrap value.
These calculations and valuations require the use
of judgement and estimates on future operating
cash flows and discount rates adopted and
estimated market value of the scraps.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

4,

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (CONTINUED)
Estimated useful lives of property, plant and
equipment (Continued)

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is
based on the historical experience of the actual
useful lives of property, plant and equipment of
similar natures and functions. It could change
significantly as a result of technical innovations
and competitor actions in response to severe
industry cycles. Management will increase the
depreciation charge where useful lives are less than
previously estimated lives, or it will write-off or
write down technically obsolete or non-strategic
assets that have been abandoned or sold.

Impairment losses on trade and other receivables
The policy for doubtful receivables of the Group is
based on the ongoing evaluation of the
collectability and aging analysis of the trade and
other receivables and on the management’s
judgement. Considerable judgement is required in
assessing the ultimate realisation of these
receivables, including creditworthiness, the past
collection history of each debtor and the present
value of estimated future cash flows discounted at
the effective interest rate. If the financial conditions
of the Group’'s debtors were to deteriorate,
resulting in an impairment of their abilities to make
payments, additional impairment losses of trade
and other receivables may be required.

ERETHHEREFHARBPEENETER
R (%)
M BERREOTREH (5

AEENEEEEENE  #as RREHNMEE
ARERRARNITES L - ERFTIRES
HEBRINERRN YR - Has MRENER
MEE - B BRAIBEARNNLE - EEES
Rt AT AFRMRERENTE
X RARTeEakREZRACEENEE
WERSORE ©

R W R B L At R AR B R MBS 4R

R 6 ] 2 P M3t £ R 3R 2 X A D M R4 R LR
X H b & Wk B A BE ) AN R B8 0 AT B BRAEE -
< EREELHE - £ ERKATIKE Z &
WIRRE - ZREEEFNA - 8EFFPBEEN
EREBEMREFTRRESRERERF XA
ZBE - AR EREYGOM B RS B
BUR{EBE W BT - A/ SKIE DN B R s B At
EM SR ERE -

REVENUE W 2
2007 2006
2%t —ETx
Gross rental income from letting of LR EWERS
investment properties LONL 988,103 986,500
Revenue from hotel operations B T 25 W e 14,947,364 12,766,727
15,935,467 13,753,227
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. ¥BMNHMESE
Business segments ES Sk
For management purposes, the Group is currently MEBETEMS - A5 BB W ELEERAE
organised into two operating divisions — property B—EREFBEHET - AEBZE2FH/ G E
investment and hotel operations. These divisions NEBERERER -

are the basis on which the Group reports its primary
segment information.

Principal activities are as follows: FEXBHBAMT

Property investment — the rental of investment MERE - HHEKREME
properties

Hotel operations — the operation of hotel B JE — BEEE

Segment information about these businesses is EBOHEEHE2®RAOT -

presented below.

Property investment Hotel operations Consolidated
NERE BEER &a
2007 2006 2007 2006 2007 2006
ZE5t “EEK ZE3¢t “3E5 ZE%t “EE5
REVENUE g
Revenue from external customers MEEFNE 988,103 986,500 14,947,364 12,766,727 15935467 13,753,227
RESULT 4|
Seqment result nEEE 949,650 936,221 31,235,610 7,820,324 32,185,260 8,756,545
Unallocated income KEHRA 3253711 6,651,337
Unallocated corporate expenses ﬂ%’& AER (11,782,302)  (930,829)
Share of profits/(losses) of associates ~ [EAEEAARH /(KR 2,530,720 (141,797)
Finance costs m@ﬁﬂﬁ - (3,220,541)
Profit before tax BRHATRR 26,187,449 11,114,715
Income tax expense FEREX (221,532)  (1,038,684)
Profit for the year KEERT 25,965,917 10,076,031
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. XXMt EDHE (&)

(CONTINUED)
Business segments (Continued) X% 5% (E)
Property investment Hotel operations Consolidated
NERE BEEH &e
2007 2006 2007 2006 2007 2006
8%t “EEX it 2 238 > 2d “EER
BALANCE SHEET BERRR
Assets BE
Segment assets PBEE 33,048,589  34256,686 88,912,204 99,669,409 121,960,793 133,926,095
Interests in associates NGl 3 17,448,121 14,643,001 - - 17,448,121 14,643,001
Unallocated corporate assets FEHDNTEE 670 8,851
Consolidated total assets GRBEE 139,409,584 148,577,947
Liabilities af
Segment liabilties HRAR (548,286)  (859,172) (11,915,681)  (6,796,804) (12.463,967)  (7,655976)
Unallocated corporate liabilities P HUNGIEY (7,796,746)  (48,325,796)
Consolidated total liabilities FRBAR (20,260,713)  (55,981,772)
Other information HrEs
Capital additions BN - 131,416 365,869 5,451,088 365,869 5,582,504
Depreciation of property, 0% BENRXEZNE
plant and equipment 15371 107,052 3,868,654 3,404,551 3,944,031 3,511,603
Amortisation of prepaid lease payment BTl E SR - - 2061674 2058577 2,061,674 2,058,577
Gain on fair value changes of REMEATE
investment properties Wi (1,500,000)  (1,600,000) - - (1,500,000)  (1,600,000)
Reversal of impairment BENFREFRED
loss on hotel property - - - (5359,832) - (5,359,832
Provision for/(Reversal of) impairment R EFERHEHE
loss on prepaid lease payment B/ (Bm) - - 938,326 (58,577) 938,326 (58,577)
Loss on disposal of property, HENE  BENZE
plant and equipment LE# - 351,882 1,067,806 63297 1,067,806 415,179
Impairment loss on trade receivable  ERIRFZHEEERT - - 638,435 - 638,435 -
Impairment loss on other receivable  EMERIES 2 HEBERR - - 4,250,580 - 4,250,580 -
Reversal of impairment losses on B 2 REERRR
trade receivables - (737,038) - - - (737,038)
Reversal of impairment loss on A EWIR 2R
other receivable BEEm - - (30,725,427) - (30,725,427) =
Waiver of interest payable on EffEENE 8S
borrowings - - (2,552,245) - (2,552,245) -
Reversal of impairment loss on EYBERRTERE
amount due from an associate BRER - (650,000) - - = (650,000)
Reversal of impairment loss on BERRERHE
investment in an associate BE&E - (1) - - = (1)
Write-down of inventories FERE - - 136,894 4,626 136,894 4,626
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

6. BUSINESS AND GEOGRAPHICAL SEGMENTS 6. (XMt EDHE (&)

(CONTINUED)

Geographical segments & 2 #E

The Group’s two divisions operate in two principal IR B 7 O I 2 755 A i P R {18 3 [ (e 33 —
geographical areas — the People’s Republic of China R (BBRIN ([RE]) REHS -

(excluding Hong Kong) (the “PRC") and Hong

Kong.

The following table provides an analysis of the TREF|AE B IR R M s o H 2 W -

Group’s revenue by geographical markets:

Hong Kong PRC Total
BB HE ok
2007 2006 2007 2006 2007 2006
—g%8t+ —ZTX Bt C—TTX CZBEt _—TIRN
Revenue from INRE P
external customers Wogs 988,103 986,500 14,947,364 12,766,727 15,935,467 13,753,227
The following is an analysis of the carrying amounts LNEEME S BEEERENAREYE
of segment assets, and additions to property, plant BEMZE o ERHZHAT

and equipment, analysed by the geographical area
in which the assets are located:

Carrying amounts of Additions to property,

segment assets plant and equipment

PEEEEE REYE - MEMRE
2007 2006 2007 2006
—EFt N —EFEt —EER
PRC ‘:F' 88,816,988 96,688,330 365,869 5,451,088
Hong Kong BB 50,592,596 51,889,617 - 131,416
139,409,584 148,577,947 365,869 5,582,504
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

7. OTHER INCOME 7. HftlgA
2007 2006
—EEt ZTERX
Income from granting the 1 7R £ B E B 1
management right of the BTEEREMES
Group’s hotel (note (i) Z WA (B (i) 1,017,443 2,918,914
Management service income EEEWRA
(note 35(ii)) (Kt a£35(ii) - 712,329
Loan interest from a fellow EES NG & )
subsidiary (note 35(i) (Kta£35(i) = 628,808
Bank interest income SRITAE U A 574,758 330,450
Sundry income received from WS K EE 2
Sunshine Group (note (ii) E bl g (A7 ai) - 5,167,246
Others H 153,456 53,910
1,745,657 9,811,657
Notes: M &t
() On 30 June 2004, Yan Hei Limited (“Yan Hei"), a i) ARAZEMBARCEAERAF(MCE])HE

ﬁi%‘?’ﬂ%%ﬁ%i‘é;‘%ﬁlﬁ@ﬂ (I5fe &

wholly owned subsidiary of the Company, entered

into a management contract (“Management IJ)B’\ = EIE/THE‘T’EI%%TH%%%?
Contract”) with an independent third party, &£k EFMREDABEE(DEE]  CEBRA
HEBAR A A (Fujian Sunshine Group Limited) ﬁﬁﬁ% RAHBZBE) 2 AR EEY E.ﬁ/\

ﬁ((EIEAHJ) BHTE - BRAEBEERAN
AN EIXfTARES,000,000T © ERRBIES -
VAR EBAREHEBERD - RIEEEAR @ B
[ KBRRIFBAEEYE  BEERTSEE
BERTRRZEEE - CEERABXEEK
N—$RERAREKRAEZER -

(“Sunshine Group ) in relation to the appointment
of Sunshine Group to manage the daily operation
of Xiamen South East Asia Hotel, a hotel owned by
the wholly-owned subsidiary of Yan Hei (the
“Hotel”), for a period of ten years. Sunshine Group
has paid RMB5 million as security deposit to the
Group, which is refundable upon expiry of the
Management Contract. The Hotel remains the
property of the Group at all time under the
Management Contract and there will not be a
transfer of ownership of the Hotel at or after the
completion of the Management Contract. Yan Hei
is entitled to receive income from Sunshine Group
which is calculated in accordance with the terms of
the Management Contract.

(ii)  For the year ended 31 December 2006, Sunshine (i)
Group has contributed leasehold improvements to
the Hotel with no consideration. The leasehold
improvements of approximately HK$5 million were
recognised and accounted for as property, plant
and equipment of the Group and the resulting
income was recognised in the consolidated income

ﬁi_77/\¢+ B=+—HBEER ' Bi&E
BEEEATEETHEMERE - RIEEBRY
5oooooo,%ruaﬁ&w&ixﬁéﬁlJﬁZK%lzm
¥ WELEE FIBRANRGEKRFZRA
E\-Eo

statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B A B R M AR

For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

8 OTHER GAINS 8. Htthz
2007 2006
—EEt —EERX
Net foreign exchange gains SN BE R U 255 RE 1,169,016 4,739,390
Impairment loss reversed in Bt N Bl R B
respect of investment in E5iE o
an associate - 1
Gain on disposal of an associate k=N RN = 186,449
1,169,016 4,925,840
9. FINANCE COSTS 9. WMEMK
2007 2006
—EZt —EBEERX
Interest on borrowings wholly BEMNBEANRAEFA
repayable within five years BHEER - 3,220,541
10. INCOME TAX EXPENSE 10. FIEBIAX
2007 2006
—E%t —EEX
Deferred tax (note 26) EIEFL IR (M 7£26)
Current year REE (1,293,511) 1,038,684
Attributable to a change JE {8 At R 2
in tax rate 1,515,043 -
221,532 1,038,684
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

10. INCOME TAX EXPENSE (CONTINUED) 10. FrE8®iBA X (&)

No provision for Hong Kong profits tax has been
made in the consolidated financial statements as
the Company and its subsidiaries did not have any
assessable profits for the year (2006: Nil).

The provision for PRC Enterprise Income Tax is
calculated at the applicable tax rates on the
assessable profit of the Group's PRC subsidiary as
determined in accordance with the relevant income
tax rules and regulations in the PRC. No provision
for PRC Enterprise Income Tax has been made in
the consolidated financial statements as the
relevant PRC subsidiary has sufficient tax losses
brought forward to offset against the assessable
profit for the year ended 31 December 2007. No
provision for PRC Enterprise Income Tax had been
made for prior year as there were no assessable
profits for the PRC subsidiary for the year ended
31 December 2006.

On 16 March 2007, the PRC promulgated the Law
of the People’s Republic of China on Enterprise
Income Tax (the “New Law"”) by Order No. 63 of
the President of the People’s Republic of China.
On 6 December 2007, the State Council issued
Implementation Regulations of the New Law. The
New Law and Implementation Regulations will
change the tax rate from 15% to 18% for the
subsidiary from 1 January 2008. The deferred tax
balance has been adjusted to reflect the tax rates
that are expected to apply to the respective periods
when the asset is realised or the liability is settled.

Annual Report 2007 £k I

B4 S8 I BA AR OF [ 4R T AR B - Bk
A WA EBF GBI BB (CBEAF
") -

ETHERRNEEMSHRERIRETEA
AR REMERE—BE -R_TTLHF
B BN AN B A5 ART % B 1R R 8H (A 5T B AR
Bogm A o Bk b B P B EAIEH L&
e R_EERFEHARAEEE G RN
mA o E G S B RS R LB -

R_ZZTLF=A+"8  FEBEMTHEA
REMBEEESEASATZHPEARLMB L
¥mBHR ([FE]) - REZEZEF+ZAN
H - PEEKESG T HENEREERL o 35
RERGHBEEHA—FTENFEF—F—HiE
ETHBARMNMERIS%HASE18%  EE
MBRZEKRCIEAR  URBBEHNEBEEES
B EHaEBERNAEAREANE AT

;_%«__( o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE
For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

10. INCOME TAX EXPENSE (CONTINUED)

The tax charge for the year can be reconciled to

10. FREHFEX (&)
RAFE A HRBiR A B R AT EUHE A 8

the profit per consolidated income statement as BRanT ¢
follows:
2007 —ETLE
Hong Kong % PRC % Total %
Bk BiAL HE B A Bl
Profit/(Loss) before tax BHRAER,/
(B%8) (3,550,813) 29,738,262 26,187,449
Tax at applicable tax rates BERRE
A EHHR (621,392) 1750 4,460,739 15.00 3,839,347 14.66
Tax effect of expenses not ~ AEHFER
deductible for tax purpose 2 BT E 1,057,718 (29.79) 604,147 2.03 1,661,865 6.35
Tax effect of income not BARHIER
taxable for tax purpose LHBy2 (1,235,294) 34.79 (4,990,088) (16.78)  (6,225,382) (23.77)
Effect on opening defered ~ EER R NREH
tax of increase in rate EMEERE
EERD - - 1,515,043 5.09 1,515,043 5.79
Tax effect of tax losses RERRBERZ
not recognised MKy 2 798,968 (22.50) = = 798,968 3.05
Utilisation of tax losses HR LA REER
previously not recognised LHEES - - (74,798) (0.25) (74,798) (0.28)
Others it - - (1,293,511) (4.35)  (1,293,511) (4.94)
Tax charge and effective ~ ERBEMER
tax rate for the year RERH = - - 221,532 0.74 221,532 0.86
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

10. INCOME TAX EXPENSE (CONTINUED) 10. FRBHiE X (&)
2006 —EEREF
Hong Kong % PRC % Total %
0 Btk i Bintk ke Btk
Profit/(loss) before tax BRATER
(5%8) (94,121,024) 105,235,739 11,114,715
Tax at applicable REARE
tax rates FEBE (16,471,179) 17.50 15,785,361 15.00 (685,818) (6.17)
Tax effect of expenses TAMHER
not deductible for B2
tax purpose 34,155,461 (36.29) 126,741 0.12 34,282,202 308.44
Tax effect of income EARNAR
not taxable for BT E
tax purpose (18,471,369) 19.63  (16,488,840) (15.67)  (34,960,209) (314.54)
Tax effect of tax losses RERRBER
not recognised k2 787,087 (0.84) 576,738 0.55 1,363,825 12.27
Others Hith - - 1,038,684 0.99 1,038,684 9.35
Tax charge and effective FRRBRZ
tax rate for the year REBHZ - - 1,038,684 099 1,038,684 9.35
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11.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)
BHE_ZTLFT_A=+—BFE UBTIIR)

PROFIT FOR THE YEAR 1. XEEF
2007 2006
2%t —EEX
Profit for the year has been arrived  AEEFFE K,
at after charging/(crediting): (FtA) :
Gross rental income from wEYE
investment properties He WAL= (988,103) (986,500)
Less: Direct operating expenses from 8l @ 2N B 5 4% & A AN
investment properties that RIREMHEWE 2
generated rental income T WA T E A&
during the year 38,453 50,279
(949,650) (936,221)
Depreciation of hotel property BEMEZITE 2,643,172 2,359,832
Depreciation of other property, H Y - HE AN
plant and equipment HEITE 1,300,859 1,151,771
3,944,031 3,511,603
Amortisation of prepaid FERHEE
lease payment FRIEE 5E 2,061,674 2,058,577
Total depreciation and amortisation 48 #7 & N 4 6,005,705 5,570,180
Auditors’ remuneration % 856 BN & 495,000 450,000
Loss on disposal of property, HEME  BEX
plant and equipment R EE 1,067,806 415,179
Salaries and other benefits & T H 43 A
(including directors’ remunerations) (RREEZEM2) 5,145,467 5,456,753
Retirement benefit scheme RN EI LK
contributions 256,814 285,788
Staff costs 8 TR 5,402,281 5,742,541
Share of tax of associates FEAG S & A A B IR
(included in share of profits/ (BIEfEELE 2 QA
(losses) of associates) wAL (E18) W) 282,728 232,675
Write-down of inventories FERE 136,894 4,626
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

12. DIRECTORS’ EMOLUMENTS 12. EEME
The emoluments paid or payable to each of the HAN B AR RIBAL (ZEZ /N © 10fL) E=F
eight (2006: ten) directors were as follows: TEHNAT ¢
2007 —EELF

Salaries Contributions

and other to retirement

Name of directors Fees benefits benefit costs Total
R Bk E

EENE e HtEF 39S k]
Executive directors HITEE
Wang Xiaowu MR - 639,000 - 639,000
Wang Ruilian(i) EEMR3) - 524,300 - 524,300
Liu Xiaoting(i) 25T () - 469,000 - 469,000
Non-executive directors FHITEE
Feng Qiang B - - - -
Ye Tao BE - - - -
Independent Bvz

non-executive directors FHITEE
Lam Kwong Siu HEK 100,000 - - 100,000
Cheung Wah Fung, Christopher R#Ei& 100,000 - - 100,000
Leung Hok Lim RER 100,000 - - 100,000
Total emoluments FoY 300,000 1,632,300 - 1,932,300
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. DIRECTORS’ EMOLUMENTS (CONTINUED)

B A B R M AR

For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

12. EEM< (8)

2006 —EEREF

Salaries  Contributions

and other  to retirement

Name of directors Fees benefits  benefit costs Total

ek BIRETE
EENY e H A PR A B
Executive directors HITEZE
Wang Xiaowu AN - 639,000 - 639,000
Wang Ruilian (i) F IR (3) - 216,839 - 216,839
Liu Xiaoting (i) 211537 (1) = 235,323 = 235,323
Mei Qinping (ii) BEFE (i) - 304,664 - 304,664
Chen Danyun (i) BRAE (i) - 263,146 - 263,146
Non-executive directors FHITEE
Feng Qiang K558 - - - -
Ye Tao 25 - - - -
Independent BIZ

non-executive directors FHITEE

Lam Kwong Siu EJK 100,000 - - 100,000
Cheung Wah Fung, Christopher — RZEI& 100,000 - - 100,000
Leung Hok Lim RER 100,000 - - 100,000
Total emoluments i 300,000 1,658,972 - 1,958,972
Notes: Krat

Appointed on 14 July 2006.

ii.  Resigned on 14 July 2006.

There were no arrangements under which the

directors of the Company have waived or agreed

to waive any remuneration.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

R=ZFZRFLHA+WE L -

R-FEAFLATMARE -

ARAREFNDARLZ IR HF T R BRI (A B

Sl

Annual Report 2007 F i

83



84

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

13. EMPLOYEES' EMOLUMENTS 13. EEMS
Of the five individuals with the highest emoluments FhasagEEY  —R (2T F @M
in the Group, three (2006: four) were directors of H)RES  FEILMEEFT AKFE122E 5
the Company whose emoluments are included in PR -ME(ZEERF: —RB)BEaHIES
the disclosure in note 12 above. The emoluments AT 2 BEMIT :
of the remaining two (2006: one) individuals were
as follows:
2007 2006
—BEt —FEN
Salaries and other benefits e kEMEF 644,000 427,161
Contributions to retirement RORET B L 5K A
benefit scheme 21,250 12,000
665,250 439,161
Their emoluments were all within HK$1,000,000. B < 71,000,000 7T Z A °
During the year ended 31 December 2007, no REZZEELF+T_A=+—HHH UEES
emoluments were paid by the Group to the five WMEERME @ TEESEZSHEERKS
highest paid individuals, including the directors of AN AZR R B 2 225 sl (E R B 8 (B
the Company, as an inducement to join or upon EETERF /) -

joining the Group or as compensation for loss of
office (2006: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
&% o B B HOR B RE
For the year ended 31 December 2007 (in HK Dollars)
BE-FTTLF+-A=+—AFEWUBTIHT)
14. EARNINGS PER SHARE 14. BRER
SREERFIZAETIREADRESZBFEA

The calculation of the basic and diluted earnings

per share attributable to the ordinary equity holders

FEMR @A T 8

of the Company is based on the following data:

2007 2006
—EZ Lt ZTTERX
Earnings & A
Earnings for the purpose of B ENGRERRAFT
basic earnings per share (REERRQF R
(profit for the year A ABERF)
attributable to equity holders
of the Company) 25,965,917 10,076,031
Effect of dilutive potential TERBCEE FE
ordinary shares = =
Earnings for the purpose of BAFESRESRT
diluted earnings per share 25,965,917 10,076,031
Number of shares RE&A
Weighted average number of TR I RE
ordinary shares for the purpose FEERAT
of basic earnings per share 527,562,959 520,000,000
Effect of dilutive potential RAE BT BARRE
ordinary shares: HEmAR P e E
Share options issued B
by the Company 5,797,800 2,172,500
Weighted average number of TR NEFEEETE
ordinary shares for the purpose of Tk BN E
diluted earnings per share 533,360,759 522,172,500
15. PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF  15. A2 B R FE4E & F

THE COMPANY

ARNFIERFE AEIRER A 41 725,966,000
7T (ZZEZ X4 10,076,000/ 7T) °

The profit attributable to equity holders of the
Company is dealt with in the financial statements
of the Company to the extent of approximately
HK$25,966,000 (2006: HK$10,076,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

Annual Report 2007 £k

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ - MEMRZHE
Group REE
Plant,
machinery
Hotel Furniture Leasehold and
property  and fixtures improvements  equipment Total
HER
BENE  HGRAREE NERE  BERRE am
COST BEA
At 1 January 2006 RZEE F-F—H 93,000,000 5,787,909 7,737,750 4,276,726 110,802,385
Additions NE = - 5,362,918 219,586 5,582,504
Disposals L& - (79,005) (535,277) (691,901) (1,306,183)
Exchange adjustments ExEH - 216,369 376,925 150,130 743,424
At 31 December 2006 RZEEXE+-A=T—H 93,000,000 5925273 12,942,316 3,954,541 115,822,130
Additions RE = - 365,869 = 365,869
Disposals HE - - (1,102,784) - (1,102,784)
Exchange adjustments ExxH - 412,226 488,685 268,662 1,169,573
At 31 December 2007 RZEELF+-A=F+—H 93,000,000 6,337,499 12,694,086 4,223,203 116,254,788
DEPRECIATION AND FERHESSE
IMPAIRMENT
At 1 January 2006 R_EE F—F—H 46,000,000 5,645,084 6,324,978 4,140,228 62,110,290
Provided for the year REEHE 2,359,832 38,348 1,065,406 48,017 3,511,603
Eliminated on disposals HER - (35,862) (242,586) (608,123) (886,571)
Impairment loss reversed REBEED (5,359,832) - - = (5,359,832)
Exchange adjustments ExR=E - 209,104 245,683 152,308 607,095
At 31 December 2006 REERET-FA=+—H 43,000,000 5,856,674 7,393,481 3,732,430 59,982,585
Provided for the year KEERE 2,643,172 28,428 1,207,326 65,105 3,944,031
Eliminated on disposals HERLH - - (63,795) - (63,795)
Exchange adjustments ExzE - 411,649 287,594 188,171 887,414
At 31 December 2007 REETLF+-A=+—H 45643172 6,296,751 8,824,606 3,985,706 64,750,235
CARRYING AMOUNTS REFE
At 31 December 2007 RIBE+F
+=A=t+-H 47,356,828 40,748 3,869,480 237,497 51,504,553
At 31 December 2006 RZEEXF+-A=T—H 50,000,000 68,599 5,548,835 222,111 55,839,545
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

16. PROPERTY, PLANT AND EQUIPMENT (CONTINUED) 16. ¥1¥ - BE & E (&)

Company AT

Furniture

and Leasehold Office
fixtures  improvements equipment Total

GRREE NE£E BAERE ot
CoST REA
At 1 January 2006 R-ZEFTE-F—H 88,185 535,277 184,924 808,386
Additions NE - 105,956 25,460 131,416
Disposals HE (79,005) (535,277) (36,478) (650,760)
At 31 December 2006 RZEE F+-A=1—H
and 31 December 2007 RZEELE+ZA=1—H 9,180 105,956 173,906 289,042
DEPRECIATION AND HERAERSSE
IMPAIRMENT
At 1 January 2006 R-ZZTRE—F—H 34,658 176,879 53,671 265,208
Provided for the year TEERE 9,825 70,121 27,106 107,052
Eliminated on disposals HERYH (35,862) (242,585) (18,242) (296,689)
At 31 December 2006 RZEERF+-A=1—8 8,621 4,415 62,535 75,571
Provided for the year TEERE 112 52,978 22,287 75,377
At 31 December 2007 ZZRtETZA=T-H 8,733 57,393 84,822 150,948
CARRYING AMOUNTS REFE
At 31 December 2007 R=ZZL5+=A=+-H 447 48,563 89,084 138,094
At 31 December 2006 ZEERETZA=T-H 559 101,541 111,371 213,471
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

16. PROPERTY, PLANT AND EQUIPMENT (CONTINUED) 16. ¥ ¥ - B E & & (&)
The hotel property is situated in the PRC and held LR B 2B EY S TR B ARE -

under medium-term lease.

AEE  AEBEBAEDEREMERBETE
Bl BEERBERBIBERER R_TZTL

During the year, the Group carried out a review of
the recoverable amount of its hotel property and

leasehold improvements. These assets are used in
the Group's hotel segment. The directors of the
Company reviewed the carrying value of the hotel
property with reference to the valuation performed
by Norton Appraisals Limited, independent qualified

FT+-A=+t—B BEFXE2ZLHERFMGL
BRARZEEEMEENEZFOE -EF
R BHRNEEYER-_ZTTLF+T A=+
—BzAakbRsERAKREERE  FHRE
BEMEERERSR -

professional surveyors not connected with the
Group. Norton Appraisals Limited is a member of
Hong Kong Institute of Surveyors. In the opinion
of the directors, the recoverable amounts of the
hotel property and leasehold improvements
approximate their carrying amounts, and
accordingly, no impairment loss has been
recognised in the current year.

17. PREPAID LEASE PAYMENT 17. BHEERE

Group rEE
COST B A
At 1 January 2006, 31 December 2006 RZZERGE—H—H ZZT-F
and 31 December 2007 +ZA=t-—HBRZ-ZZEZELHF

+=ZA=+—8 86,000,000
AMORTISATION AND IMPAIRMENT 2 BERBESE
At 1 January 2006 RZTZERE—H—H 45,000,000
Amortisation for the year RNEZ 7 8 2,058,577
Impairment loss reversed RI=Y o=V EIEC (58,577)
At 31 December 2006 RZEEF+-_A=+—H 47,000,000
Amortisation for the year NEE 2 2,061,674
Impairment loss recognised BB TER 938,326
At 31 December 2007 RZZEZTtHF+=-A=1+—H 50,000,000
CARRYING AMOUNT IREFE
At 31 December 2007 R-EZBELtHE+=-HA=1+-—H 36,000,000
At 31 December 2006 RZEEF+-_A=+—H 39,000,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. PREPAID LEASE PAYMENT (CONTINUED)
Notes:

(a)

Pursuant to the terms of the joint venture agreement
signed between the Xiamen Railway Department
Company Limited (“Railway Department”) and a
Company’s subsidiary, Yan Hei Limited, both parties
have agreed to establish a co-operative joint-venture
enterprise known as Xiamen South East Asia
Company, Limited (“Xiamen Plaza”), an indirect
wholly-owned subsidiary of the Company to operate
and manage the Xiamen South East Asia Hotel (the
“Hotel”). The land use rights of the Hotel have
been granted to the joint venture partner and
Xiamen Plaza is vested with the land use rights of
the Hotel throughout the operation period of

Xiamen Plaza.

The Group’s prepaid lease payment is a leasehold
land situated in the PRC and held under medium-

term lease.

As at 31 December 2007, the directors of the
Company reviewed the carrying value of the
leasehold land with reference to the valuation
performed by Norton Appraisals Limited. In the
opinion of the directors, the recoverable amount of
prepaid lease payment is considered to be less than
its carrying value as at 31 December 2007, and
accordingly, an impairment loss of HK$938,326 has
been recognised in the consolidated income
statement.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

17. ENHEERE (8)
Hist -

(a)

RBEEFIHEFE QR ([HEKR]) B R K
BRRCERE REEHAZGK  EHRE
BRI & R R EEE PR AEEER A
A(RE] ARBZMEZENBRRF) - 8
BEEREEEMRMEXNEE (DEE]) - B
[ELEREERTEERN  MREKEHE
BIEZ L REBREMRE -

2P B 2 7R & [ TR A~ = 3t 78 B FRIR T3 HAAE
OES TN

R-ZZLFE+_A=+—H ARREZFEZ
ZEXEBRFEERAR 2 HESFAENEZ
BREE - EFRA - ANBAENER_—TTLF
ToA=t-RZAKESEERNEREE - 3%
BN T EREMER REBELE R
E Lt - B 5 Y R E R R [01938,326/8 7L E &t
A EERP o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

18. INVESTMENT PROPERTIES 18. REWHE

Group and Company REBRARQ T

FAIR VALUE AFE

At 1 January 2006 RZZEZEF—H—H 13,500,000
Increase in fair value NEELE 1,600,000
At 31 December 2006 RZEEF+=-_A=+—H 15,100,000
Increase in fair value NEEE I 1,500,000
At 31 December 2007 R-ZEZEtF+=-A=+—H 16,600,000

The fair value of the Group’s investment properties
at 31 December 2007 and 2006 had been arrived
at on the basis of a valuation carried out on that
date by Norton Appraisals Limited. Norton
Appraisals Limited has appropriate qualifications
and recent experiences in the valuation of similar
properties in the relevant locations. The valuation,
which conforms to The HKIS Valuation Standards,
was arrived on the open market value basis.

All of the Group's property interests held under
operating leases to earn rentals or for capital
appreciation purposes are measured using the fair
value model and are classified and accounted for
as investment properties.

The investment properties of the Group and the

Company are situated in Hong Kong and held under
medium-term leases.
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EHEBRTHBERAFDCIRER-ZTLF+
ZA=+—HERZZEERF+ZA=+—RHZ
BEMELAFEETGE - THEEFTHHR
RAEBEHER RSO MATGEEELE 2
EEMEZLR ZHENETESHISMME
CHBEMHYMEGRELEN(ZZTAFE—
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19. INTERESTS IN SUBSIDIARIES

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

19. B AR ER

Company
IRA A

2007 2006
—EE2L —TERX
Unlisted shares, at cost FEEMRMG - R 588,543 588,543
Less: Accumulated impairment B BB EE (2,365) (2,365)
586,178 586,178
Loans to subsidiaries BTHEBRRIZER 134,577,729 133,306,563
Less: Accumulated impairment B OREEE (120,946,044) (120,516,925)
13,631,235 12,789,638
14,217,413 13,375,816

B8 2 R B R 2 & FUJIAN HOLDINGS LIMITED I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
 E_TTLF+_A=+—BFE UABTIIR)

19. INTERESTS IN SUBSIDIARIES (CONTINUED) 19. B A R (&)
As at 31 December 2007 and 2006, the Group had AEBR-_ZEZLF+_A=1T—BR=_ZEZT
interests in the following subsidiaries: NFE+ZA=T— BB EBCEEMERRF
BT :
Place of
establishment/ Nominal value
incorporation Percentage of of issued
and principal equity attributable share capital/
place of to the Company registered Principal
Name of subsidiaries operations 2007 2006 capital activities
B/ & BRBRAZ
RYIREE FRAEEEREBD L FER
MEARER L “EEt e N o i AR A TEXK
% %

Direct subsidiaries:

ERMEANR :

Ming Chuen Construction Hong Kong 100 100 Ordinary Investment
Company, Limited HK$100,000 holding

BIIZERRD 05 Rl REERK

100,000/ 7T

Yan Hei Limited Hong Kong 100 100 Ordinary Investment

("Yan Hei") HK$10,000 and holding
Deferred (i)
HK$10,000

CERARRA &R £ imA%10,000% T & REEK
BRI (i)
10,0007 7T

Indirect subsidiary:

BEREAR :

Xiamen South East Asia PRC 100 100 Registered Hotel
Hotel Company, Limited Us$5,000,000 operations
(“Xiamen Plaza")

(i) & (iii))

EFIREERBEER QA FE A& A BEEY

(TERAL) (i) R i) 5,000,000 7T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19. INTERESTS IN SUBSIDIARIES (CONTINUED)

Notes:

(i)  The deferred shares carry no rights to dividends
and no rights to receive notice of or to attend or
vote at any general meeting of the company. In the
winding-up of the company, holders of the deferred
shares are entitled to receive half of the amounts
paid-up or credited as paid-up on shares after the
holders of the ordinary shares of the company have
received a total return of HK$10,000,000 per share.

(i)  Xiamen Plaza was established as a Sino-foreign co-
operative joint venture company under the laws of
the PRC and is currently wholly owned by Yan Hei.

(iii)  40% of the Group’s interests in Xiamen Plaza were
pledged for a loan granted to the subsidiary as
referred to note 24 the consolidated financial
statements.

20. INTERESTS IN ASSOCIATES

B A B R M AR

For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

19. B AR EE (&)

et

(i) IRERDEEERRS
RERAG 2 BE

PR R A A R AT
yﬁrhﬁx@&m@iWﬁo

ERRETERE - EERNDFEARGRF

BEEA AES R

5 [%10,000,000% 7T 77

BREAERE A BN S ABRDIER R Z - B

15 °

(i) OB TR EA R LY A (R
oo AmCER

AR -

122 1)

(i) FANBAISRAMIFE24F7 - AEBREEZ
A% BEFERHNBARMER 2 BEFIEE T —

FRTT ©

20. M2 N TRIER

Group
rEE
2007 2006 2007 2006
—EEL —ZTR —EEL TR
Cost of investments in BN ARE R
associates, unlisted A EEm 7,877,363 7,877,363 2,000,001 2,000,001
Share of post-acquisition B % s A
results 8,920,758 6,115,638 - -
16,798,121 13,993,001 2,000,001 2,000,001
Amount due from an associate & UEE & 1\ B FIA 650,000 650,000 650,000 650,000
17,448,121 14,643,001 2,650,001 2,650,001
The amount due from an associate is unsecured, JFE Wi Bt 2 N B FRIB Th IR ERE

interest-free and repayable on demand. The
carrying amount of the amount due approximates
its fair value.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

20. INTERESTS IN ASSOCIATES (CONTINUED) 20. BtE AR (B)
As at 31 December 2007 and 2006, the Group had R-ZEZ+FF+—_A=F+—HERZZTZE F+
interests in the following associates: ZRA=T—"BASEZEEARFERAT :
Place of
establishment/ Nominal value
incorporation Percentage of of issued
and principal equity attributable share capital/
place of to the Company registered Principal
Name of associates operations 2007 2006 capital activities
B/ BHERAK
BRIREE FREEERERD L ZHER
BERAHM X “EEt —EERX ot il IR A< TEXH
% %
Ealing Court Limited Hong Kong 33.33 33.33 Ordinary Property
HK$6,000,000 investment
Rl AR AT BB =gl NERE
6,000,000 /87T
Sherrin Property Hong Kong 33.33 33.33 Ordinary Property
Investment Limited HK$3 investment
Wk ERRA A & L3 BT MERE
Fuzhou Harmony PRC 25.00 25.00 Registered Design,
Piano Co., Ltd. capital manufacturing
("Harmony Piano”) US$2,000,000 and distribution
of piano and
related products
BMANBREFRAA FE A& A Ret - BE
2,000,000 %7t ko #Hi=E
FABREm
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

20. INTERESTS IN ASSOCIATES (CONTINUED) 20. BE N RER ()
The summarised financial information in respect RIFHE AR 2 AREEZEERERE - MEZWB
of the Group’s associates is set out below: BRAR :
2007 2006
—EEL —EER
Total assets BEE 94,513,142 90,178,090
Total liabilities wEE (37,549,090) (42,515,810)
Revenue g 49,564,694 39,100,491
Profits/(Losses) for the year NEFHEH (FiE) 5,550,546 (88,396)
21. INVENTORIES 21. 78
2007 2006
—EEt —FTER
Raw materials and consumables  B# £l % 5B #F & 99,529 227,750
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

22. TRADE AND OTHER RECEIVABLES

22. B R EMEWERR

Group Company
REH PN
2007 2006 2007 2006
—EEt —ETRX —EEt —ETX
Trade receivables U E 5 Bk 3K 1,214,170 1,127,803 6,500 -
Less: Allowance for B REREE
doubtful debts (638,435) - - -
575,735 1,127,803 6,500 -
Other receivables, H e W 5kIE
utility deposits NAREZS
and prepayments RIBRFRIA 15,698,830 44,010,546 158,021 437,578
Less: Allowance for W REREE
doubtful debts (15,333,216) (40,250,080) - -
365,614 3,760,466 158,021 437,578
Total trade and other &5 R Efth
receivables e W B 5 941,349 4,888,269 164,521 437,578

An aged analysis of trade receivables net of

BRER CHERERBREZERESKRIN

allowance for doubtful debts at the balance T
sheet date, based on the invoice date, is as
follows:
Group Company
KEE KAFE
2007 2006 2007 2006
—EEt —EER —EZEt —ETR
Current to six months BIEAZ /(@ A 540,743 1,123,904 6,500 -
Over six months and ~ 7~E A LA
within one year B—%R 18,215 3,899 = =
Over one year AR —EF 16,777 = = =
575,735 1,127,803 6,500 =

The average credit period on rendering services is

45 days.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE
For the year ended 31 December 2007 (in HK Dollars)

HE_ZZLF+-_A=+—BFE (GAEBRIT)

22. TRADE AND OTHER RECEIVABLES (CONTINUED) 22. ¥ 5 K H it fFE W BR :X (&)
The aged analysis of the trade receivables that R ABEZERE SRR ZERBRAOT ¢
are not considered to be impaired is as follows:

Group Company
rEE PN
2007 2006 2007 2006
—EEL —EEZRX —EE2L —ZETR
Neither past due nor  FBH MIEE
impaired 540,743 1,123,904 - -
Past due but not BEEERE
impaired
Over six months and 71 A £
within one year —F R 18,215 3,899 - =
Over one year AR—F 16,777 - - -
575,735 1,127,803 - -
Receivables that were neither past due nor impaired RIBBELR  KBHRBEARIRBERF
relate to a large number of diversified customers 2 FEW AR SR e B ] -
for whom there was no recent history of default.
Receivables that were past due but not impaired AEEZBABERRERS 2 EWEREHES
relate to a number of independent customers that RiFaisk - REBBELR  NARIEZESRAL
have a good track record with the Group. Based MZEEEERRANE KB EKE - £E
on past experience, the directors of the Company WRABZEEHRELEAERREER -

are of the opinion that no provision for impairment
is necessary in respect of these balances as there
has not been a significant change in credit quality
and the balances are still considered fully
recoverable. The Group does not hold any collateral
or other credit enhancements over these balances.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZZ+HF+-_A=+—BEE (AETIIR)
22. TRADE AND OTHER RECEIVABLES (CONTINUED) 22. BZ R Hfit FEUBR T (&)

The movement in the allowance for doubtful ESEWERARRRBE ST !
debts on trade receivables is as follows:

Group Company
rEE Pi/N|
2007 2006 2007 2006
—EEt —EER —EEt ZTEX
Balance at beginning ~ F W& &
of the year - 737,038 - -
Impairment loss R A E R R
recognised 638,435 - - -
Impairment loss VERI=N SE=EEC
reversed - (737,038) - -
Balance at end F K 4 87
of the year 638,435 - - -
The movement in the allowance for doubtful HttEWRRRRREZ2E :
debts on other receivables is as follows:
Group Company
rEE PN
2007 2006 2007 2006
—EEL ZETR —EEL ZTEX
Balance at beginning  F &
of the year 40,250,080 39,287,164 - -
Impairment loss W E B EER
recognised 4,250,580 - - -
Impairment loss B {8 /B5 18 [B] 1
reversed (30,725,427) - - -
Exchange alignment — $f4ME % 1,557,983 962,916 - =
Balance at end FRAER
of the year 15,333,216 40,250,080 - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

22. TRADE AND OTHER RECEIVABLES (CONTINUED) 22. B 5 K Hih FEURER T (/&)

Included in the allowances for doubtful debts are REEBETBEEILRECE S & E i E W
individually impaired trade receivable and other K Bl & 4 #:638,4357 7T ] 15,333,216/8 7T
receivables with balances of HK$638,435 and (2006: % 2 40,250,080/ 7T) - EEEFHEY
HK$15,333,216 (2006: Nil and HK$40,250,080) BRI ER A% EE 5 K H e U AR 3
respectively, The individually impaired receivables AR SFRMIEL - AEERZZHER
related to customers that were in financial B AE I EATER o

difficulties or in dispute and the management
assessed that the recovery of the amounts is
doubtful. The Group does not hold any collateral
over this balance.

The age analysis of impaired trade and other EREEZ S REMEBKIERZ R DTOT :
receivables is as follows:

Group Company
rEE P N/N|
2007 2006 2007 2006
—E2t —EEAX =t 3 A —2ERX
Current to six months  BNEAZE /<@ A 1,059,660 - - -
Over six months and 7N A
within one year B—%R 638,435 - - -
Over one year AR—F 14,273,556 40,250,080 - -
15,971,651 40,250,080 - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

23. BANK BALANCES AND CASH 23. RITHERRRE
Group Company
rEE PN
2007 2006 2007 2006
—2EL —ETETR —BEL —TERXR
Cash at bank RITRFERS
and in hand 2,435,108 1,559,168 1,765,050 1,185,423
Short-term RERITIE
bank deposits 14,380,924 17,320,214 14,380,924 17,320,214
16,816,032 18,879,382 16,145,974 18,505,637
Bank balances carry interest at floating rates based WRITHFERZBRITENEXBH25E ZF3.15E
on daily bank deposit rates. The bank deposit carry ZEBFNERGE - (Z2TRF : FHEINE
fixed interest rate which range from 2.5% to 3.15% ZF4.25F) - RFBRESFRME °
(2006: 3.1% p.a. to 4.25% p.a.).
At the balance sheet date, the bank balances and REHEBR  AEERENBETEHRAEARE
cash of the Group denominated in Renminbi (TAR#]) £%K#%3,104,0008 8 (K=
("RMB") amounted to approximately HK$3,104,000 JNAF ¢ 3,408,000/5H) o ARy BB EITINE

(2006: HK$3,408,000). The remittance of these BLYT o
funds out of the PRC is subject to the exchange
control restrictions imposed by the PRC government.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)
BHE_ZTLFT_A=+—BFE UBTIIR)

24. BORROWINGS 24. B E
2007 2006
—E2t —EER
Secured PR 2,133,379 22,920,466
Unsecured £ 4 1 = 1,338,343
2,133,379 24,258,809
Carrying amount repayable FEfTREE
On demand or within one year BENRKL—FNA 2,133,379 10,307,221
More than one year, but not ZR—FEIRME
exceeding two years - 4,982,710
More than two years but not ZHRMEBLRAF
more than five years - 8,968,878
2,133,379 24,258,809
Less: Amounts due within W R —FREEHZ
one year shown under FETRBARZ
current liabilities (2,133,379) (10,307,221)

13,951,588
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

24. BORROWINGS (CONTINUED)
Notes:

)

The loan of HK$2,133,379 (2006: HK$22,920,466)
was secured by the Group’s 40% interests in Xiamen
Plaza. Repayment was rescheduled with the bank
on 24 September 2003 whereby the bank had
agreed to apply to its head office to waive the
outstanding interest payable based on the amount
of principal repaid on a 1:1 basis. Should the head
office of the bank not agree to waive the accrued
interest wholly or partly, the remaining interest
payable would become payable upon due date of
the final installment. Interest was accrued based
on the prevailing interest rate of 7.66% per annum.
On 19 July 2005, the bank transferred the loan to
China Huarong Asset Management Corporation
(“Huarong”) where the bank and Huarong had
agreed that the loan would continue to comply with
the terms as agreed on 24 September 2003 between
the Group and the bank.

On 7 April 2006, Huarong transferred the loan to
Investments 2234 China Fund | B.V. (“Investment
2234") where both parties had also agreed that all
terms and conditions of the loan would continue
to be complied with as agreed on 24 September
2003.

On 24 August 2007, the Company’s wholly-owned
subsidiary, Yan Hei Limited (as guarantor) together
with its subsidiary, Xiamen Plaza (as borrower)
entered into a dissolution agreement (the
"Dissolution Agreement”) with Investments 2234
in relation to new repayment arrangement of
outstanding balances of secured borrowing and
interest payable (collectively refer to as the “Secured
Debts”) amounting to RMB23,000,000 (equivalent
to HK$22,920,466) and RMB15,912,672 (equivalent
to HK$15,857,645) respectively.
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B#2,1333798 0 (ZEERF+_A=+—
H : 22,920,466/ 7T) T AR E BN HH 2 40%
B EAER  MERAHBRITR=ZZZT=
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B EE 2 EAAE - BIR TR S AR D H
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—EEFAATHBEASEERITENRE
ZAEFK e

REZZEXRFMALR  ZEEEREREET
RE22MPBEE—RES QA EHHRER
MERSEEETR _ET=FNLA_+WAZ
HA PR RGP

RZZEZTLFNA-TEH XRAREZENBR
Al CEBRAR (BRA) ZEREMBAR - E
FEREBEERNEEERAR (BEA) 82%E2234
FEE-—HESA—EFRERBERREEMNF
B (ETEERER) EHL A B R L HE R EE AR
& (FRHRE) - ZEEH - BRABMKRIER
AR 23,000,000 (FEREE22,920,466) K& EH
AMBE AR 15912,672( % H R B &
15,857,645) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

24. BORROWINGS (CONTINUED)
Notes: (Continued)

(i)

(if)

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

(Continued)

Pursuant to the Dissolution Agreement, Xiamen
Plaza agreed to repay the Secured Debts by cash of
RMB6,500,000 and by transferring the right of
unsecured loan receivable from Xiamen Hong Du
Park Hotel amounting to RMB30,000,000
(equivalent to HK$30,725,427) as at 13 July 2007
to Investments 2234. The RMB6,500,000 would be
repaid in three installments within six months from
the date of the Dissolution Agreement.
RMB4,500,000 was repaid during the year. The
remaining balance of RMB2,000,000 (equivalent to
HK$2,133,379) was subsequently repaid on 24
February 2008.

At 31 December 2006, unsecured borrowings of
HK$1,338,343 was guaranteed by a third party (the
“Guarantor”) by pledging its property. The Group
had defaulted on its repayment. No action had been
taken by the lender to demand for repayment in
prior years.

On 2 April 2007, the Guarantor entered into a debt
restructure agreement (the “Debt Restructure
Agreement”) with the lender in relation to the
settlement of the outstanding balances of the
unsecured borrowing and interest payable
(collectively refer to as the “Unsecured Debts"”)
amounting to RMB1,342,987 (equivalent to
HK$1,338,343) and RMB636,327 (equivalent to

HK$634,128) respectively.

Pursuant to the Debt Restructure Agreement, the
lender and the Guarantor agreed that the Unsecured
Debts would be settled by cash of RMB1,900,000
payable by the Guarantor interest payable of
RMB79,314 would be waived.

The Unsecured Debts was fully settled during the
year ended 31 December 2007.

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

24. B E (&)
Hist : (4)

(i)

(if)

(&)

BRENFERETY  EEARSRESEEER
AR%6,500,000 % #5E £ A R%30,000,000 (%5
B751#530,725,427) BEARBAHIE 2 B EE
B2234hBE—HE - RENFHZARE
6,500,000 = EARA A i 1735 /< (8 A B8 A
R ¥ 4,500,000 KR FEFE - HBp AR ¥
2,000,000 (Z£{E5%12,133,379) R - T T )\ F
—A=Z+N\HBEE -

R-ZTEERNGF+T-_A=+—HERFEES
1,338,343 LB = 75 (I A) UK E
W2z FRREBER - AEBWENHEESH
IR o

R=ZFZ+FMA=A ' ERABERAGRBZE
EIEPE AR 1342087 (F E B #
1,338,343) & A R % 636,327 ( & E & #
634,128) M EHEEEBHEMATZE o ©

Bt BRARERARZERBERASARE
1,900,000 438 )58 R iE AR 79,3145 &
BRI o

ZEEBRRERENBE_TTLF T A=+
—HFERNRBE °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

25. TRADE AND OTHER PAYABLES 25. B REMEMNERR

Group Company
rEE NN
2007 2006 2007 2006
—E2t TR 22t —TETRN
Trade payables B P ENERR 664,830 492,143 - 131,854
Other payables H {h & 5 BR 3K 9,665,758 7,163,833 548,286 727,318
10,330,588 7,655,976 548,286 859,172
Less: Other payables )& : BT BR X
classified as A
non-current mENAE
liabilities Z 8 - (4,982,710) - -
Total trade and Bo5REM
other payables FEfTER 4B KR 10,330,588 2,673,266 548,286 859,172
The aged analysis of trade payables at the balance sheet BWBSEEREER 2REITANT ¢
date is as follows:
Group Company
rEE KATH
2007 2006 2007 2006
—EEL ZEER —EEL ZEER
Current to six months  BIHAZ /< {@ A 614,564 376,667 - 131,854
Over six months and ~ ~NfE A LB
within one year —FR 42,709 2,020 = =
Over one year BB —F 7,557 113,456 - -
664,830 492,143 - 131,854

The average credit period is 45 days.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)
BHE_ZTLFT_A=+—BFE UBTIIR)

26. DEFERRED TAXATION
The following are the major deferred tax balances
recognised and movements thereon during the
current and prior year:

Deferred tax liabilities

26. JEFER IR

UTRARBRFEREBEFEERZEEE

FEFR ARG RR R L&

EEBHEAE

Accelerated tax
depreciation

MEHETE
At 1 January 2006 R-_ZEZF—H—H 6,536,530
Charge to consolidated income FARGZERER CEE
statement for the year (note 10) (Kt#E10) 1,038,684
At 31 December 2006 RZEBEZRF+-HA=+—AH 7,575,214
Charge to consolidated income FARGZER AT ZEE)
statement for the year (note 10) (KraE10) 2,455,632
At 31 December 2007 R=-ZFBBLtHF+=-HA=1+—H 10,030,846
Deferred tax assets EEHEEE
Tax losses
At 1 January 2006 and 31 December 2006 RZZEERF—H—HBK
+=—A=+—8H =
Credit to consolidated income FARERA WK EE
statement for the year (note 10) 2,234,100
At 31 December 2007 R=BEBLtF+=-A=+—8H 2,234,100

B8 2 R B R 2 & FUJIAN HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

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

6. IEEH H (&)

REEBBRZEY  ATELEHEAGRRE
ECAHE P BREREZETH B
DWW :

2007 2006

—EEL —EETR

Deferred tax assets 2,234,100 -
Deferred tax liabilities (10,030,846) (7,575,214)
(7,796,746) (7,575,214)

At the balance sheet date, the Group has unused
tax losses of HK$142,437,095 (2006:
HK$145,689,416) available for offset against future
taxable profits that may be carried forward
indefinitely, except the amount of HK$11,509,366
(2006: HK$19,345,380) arising in the PRC which
is due to expire within one to four years for
offsetting against future taxable profits of the
subsidiary operating in the PRC in which the losses
arose. Deferred tax assets have been recognised in
respect of tax loss of HK$12,766,285. No deferred
tax assets have been recognised in respect of the
remaining tax losses of HK$129,670,810 (2006:
HK$145,689,416) due to the unpredictability of
future profit streams.
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BB AEEHFBEE142,437,09570 (=&
T N4 B #145,6898,4267T) 2 25T A E R
Al 4EPR HR 4582 - 1fE 11,509,366 (ZEE X
©19,345,3807T) I HF B R FE E A 2 E5 98 T 4
BEZERP R RELSE ZH B AR A E5EF
ER—FEMFANEE  ERRAEEREE
ANEFRIEE 8 A5 %12,766,285 - A KAETE
A% &R - AL A %129,670,810 (=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)
BHE_ZTLFT_A=+—BFE UBTIIR)

27. SHARE CAPITAL 27. BRZA
2007
—EEt —EER
Number Number
of shares HKS$ of shares HKS
R &H BT Rir&H BT
Authorised: EERE
Ordinary shares of SREE1258T
HK$0.125 each ZERR 3,040,000,000 380,000,000 3,040,000,000 380,000,000
Issued and fully paid: ~ EZTRAZRE :
At beginning of year REH] 520,000,000 65,000,000 520,000,000 65,000,000
Exercise of share RIRETE
options (note) 12,780,000 1,597,500 - -
At end of year REE 532,780,000 66,597,500 520,000,000 65,000,000
Note: et

On 29 May 2007, share options were exercised to

subscribe for 12,780,000 ordinary shares in the Company
at a consideration HK$2,351,520 of which HK$1,597,500
was credited to share capital and the balance of

HK$754,020 was credited to the share premium account.

28. RESERVES
(a) Group

Details of changes in reserves of the Group

are set out in the consolidated statement of

changes in equity on page 42.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I

28.

R-TBZ X AME - 12,780,0001) R A AE T E
Mm27712,780,8004% ; REEREEHH2,351,520 L+ E
A A 1,597,5007T K& H 847 #754,0207T 2

SRR -

(]
(a) A5 H

AEEFBEY I FBHRNFI2AZE

EREDE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

28. RESERVES (CONTINUED) 28. #E (&)

(b) Company (b) X2H
Share-based
Share compensation Accumulated
premium reserve losses Total
IR 5
XHERN
R4 RE HeEmE ZiER At
Note (i)
7 ()
At 1 January 2006 RZZTNF
—HR—-H 573,199,393 2,907,200 (576,858,138) (751,545)
Loss for the year TEEER - = (14,825,124) (14,825,124)
At 31 December 2006 R =EERE 573,199,393 2,907,200 (591,683,262) (15,576,669)
+=RA=1+-H
Issue of ordinary shares  17{E B IER
upon exercise of Bz Lakn
share options 3,105,540 (2,351,520) - 754,020
Share options forfeited ~ REIRRE 7 BT - (287,040) 287,040 =
Loss for the year TEEER - = (2,407,134) (2,407,134)
At 31 December 2007 R=-BEt#F
+ZA=+-H 576,304,933 268,640 (593,803,356) (17,229,783)
Notes: Bt
(i)  The application of share premium is governed () BHREZERXEE R A RAZE48BIF
by Section 48B of the Hong Kong Companies FrESE -
Ordinance.
(i) At 31 December 2007, no distributable reserve (ii) EA:;ﬁgt$+ —“A=+—H8 ' xAaa#
of the Company was available for distribution A D IR FEEERE DK (CEE/NEFE
as dividends (2006: Nil). ﬁ) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29. CAPITAL RISK MANAGEMENT
The Group manages its capital to ensure that
entities in the Group will be able to continue as a
going concern while maximising the return to
stakeholders through the optimisation of the debt
and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of debt
(which includes borrowings, and trade and other
payables), cash and cash equivalents and equity
attributable to equity holders of the Company,
comprising issued share capital and reserves.

B A B R M AR
For the year ended 31 December 2007 (in HK Dollars)
HE_ZZLF+-_A=+—BFE (GAEBRIT)
29. EXEmER

AEEEREEAR  UERAKEBETERS
REBRERLERT  RANEBECESR MK
AEHRBRRO T - NEE 2 BERKEEF

—H -

AEBZEARBREAE (BREEE - E5 N
Hi RN - Re kR FEBRBUAREAR
AESEREARGESR  BREBITRAE - &
Rk RER -

Gearing ratio =R g:
2007 2006
—2E2t —TER
Debt (i) BI8 (i) 12,463,967 48,406,558
Cash and cash equivalents BeMRE€EBEIER (16,816,032) (18,879,382)
Net debt EFERE (4,352,065) 29,527,176
Equity (i) 1 23 (i) 119,148,871 92,596,175
Net debt to equity ratio B TE B RE AR bp X N/A 32%

Notes:
(i) Debt comprises borrowings, and trade and other
payables as detailed in notes 24 and 25 respectively.

(i)

Equity includes all capital and reserves of the Group.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

Hat -
() FEEEEEE BZRHEMEKRZ
HNM 24 %2598 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

30. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

30. &® T A

(a) EMITADE

2007 2006
—EEt —EER
Financial assets ERMEE
Loans and receivables B3R % U BR 5k
(including cash and (BRESLBESEEER)
cash equivalents) 17,523,111 23,363,485
Financial liabilities ERas
Amortised cost B SHRC A 12,463,967 48,406,558

Financial risk management objectives and
policies

The Group’s major financial instruments
include trade and other receivables, bank
balances and cash, borrowings, and trade and
other payables. Details of these financial
instruments are disclosed in respective notes.
The risks associated with these financial
instruments and the policies on how to
mitigate these risks are set out below. The
management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk

Foreign currency risk management
Substantial revenue and cost of the Group are
denominated in the functional currency of the
group entity making the sale. Certain other
receivables, bank balances and cash, and other
payables are denominated in foreign
currencies. The Group currently does not have
a foreign currency hedging policy, as the
management considers the exposure to foreign
currency risk is insignificant to the Group.
However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should

the need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and

policies (Continued)

Interest rate risk management

The Group is exposed to interest rate risk
through its holding of bank balances. The
Group currently does not have interest rate
hedging policy, as the management considers
the exposure to cash flow interest risk is
insignificant to the Group. However, the
management will consider hedging significant
interest rate exposure should the need arise.

Credit risk
As at 31 December 2007,
maximum exposure to credit risk which will

the Group’s

cause a financial loss to the Group due to
failure to discharge obligation by the
counterparties is arising from the carrying
amount of the respective recognised financial
assets as stated in the consolidated balance
sheet.

In order to minimise the credit risk, the
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action is
taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of
trade debts and debt
investments at each balance sheet date to

each individual
ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard,
the directors of the Company consider that
the Group’s credit risk is significantly reduced.

The credit risk on liquid funds is limited
because the counterparties are banks with
high credit ratings.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

30. £/ T A (&)

(b) <= &l B & 2 M BUR ()

FEm b &2

AEENNXARTRITEGITE - B
EEEZRIANEEBSRAERRTKA
PRARSEBY BERAMEREHTH - EF

BESENVBERERBE TEAMNER
=Rk
RZFTLF+A=+—HAAKEAR
ZBEANEERRAMESEHFRARBT
REBE_FTTLF T _A=1T—HZME
i

REFERR  EEECHEK A

}\EE,\#EEE&EE CEEHERREM
?”&f ERERRETHEWARE
Ko WHIREBRAEER  AEERIER
1IE‘J,\%1 RZAHEER - BER LRI
BIFIE - fEHRMZBERERE - Litm
§$2a€%$’§lz{:f RPN
15 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
 E_TTLF+_A=+—BFE UABTIIR)

30. FINANCIAL INSTRUMENTS (CONTINUED) 30. €@ T A (&)
(b) Financial risk management objectives and (b) LREEEMEEK (H)

policies (Continued)
Credit risk (Continued) FERR (&)
Other than concentration of credit risk on REESETRRRERRSEEFAZIE
liquid funds which are deposited with several TREBEe  SEWEEEAREHEER
banks with high credit rating, the Group does R BRWESHRFRERERTF @ MEHE
not have any other significant concentration B % E T RTTH R E TS o

of credit risk. Trade receivables consist of a
large number of customers, spread across
diverse industries and geographical areas.

Liquidity risk management REBESRREE

Ultimate responsibility for liquidity risk MBESRMERE ZREETHEFTG R
management rests with the board of directors, B MESSELRUGEIRBDECRAR
which has built an appropriate liquidity risk EEEE  UEEASEZEH - - PHE
management framework for the management EHRMERRBESERETE - A6EE
of the Group’s short, medium and long-term BHEFTEHEE  RITEEREEEER
funding and liquidity management EmMERRBESRR @ HARFEER
requirements. The Group manages liquidity EARBERESRENLHCREERS
risk by maintaining adequate reserves, banking REEZEHBAREERSE -

facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual
cash flows and matching the maturity profiles
of financial asserts and liabilities.

Liquidity tables TEEE I E

The following tables detail the Group’s THRANREBE SR BB ZH T & L5 H
remaining contractual maturity for its financial B ZEREEINARMABERZEREA
liabilities which are included in the maturity BERHEBRRDERARAZ ZIBER
analysis provided internally to the key AT o ZEM R REBIEA S B EKE
management personnel for the purpose of H2EFHHMEEZFTRBFSRE ©

managing liquidity risk. The tables have been
drawn up based on the undiscounted cash
flows of financial liabilities based on the
earliest date on which the Group can be
required to pay.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and

policies (Continued)

Liquidity risk management (Continued)

B A B R M AR

For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)
30. €@ T A (&)
(b) < miEMEEENBE (&)

RBETRREE ()

Liquidity tables (Continued) HEEE W& (&)
Total Total
Less than 3 months Over undiscounted carrying
one month 1-3 months  to 1year  1-5 years 5years cash flows amount
YR-A -E=fif =fBRE-§ -£ZIf AREE FRRRER HE
2007 2 3
Trade and other BHREMEN
payables 2,119,172 824,062 6,154,674 632,080 - 10,330,588 10,330,588
Non interest bearing ~ EF SEE
borrowings 2,133,379 - - - - 2133379 2,133,379
4,853,151 824,062 6,154,674 632,080 - 12,463,967 12,463,967
2006 ZTTRE
Trade and other B 5 REMESR
payables 623,125 228,883 422,019 6,381,949 - 7655976 7,655,976
Fixed rate EERE
borrowings = - 10,307,221 13,951,588 - 24,258,809 24,258,809
Interest payable EREETIS
on borrowings = - 16,491,773 = - 16,491,773 16,491,773
623,125 228,883 27,221,013 20,333,537 - 48,406,558 48,406,558

(c) Fair value of financial instruments

The fair value of financial assets and financial

liabilities are determined in accordance with

generally accepted pricing models based on

discounted cash flow analysis using prices from

observable current market transactions as

input.

The directors consider that the carrying

amounts of financial assets and financial

liabilities recorded in the consolidated financial

statements approximate their fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

31. OPERATING LEASES 31. KEHERH
The Group as lessee AEBERABEA
2007 2006
—EEt —ZEETR
Minimum lease payments paid RNEFRBLEHERN
under operating leases 2 IR TR
during the year:
Premises YES 864,240 644,802

At the balance sheet date, the Group and the Company REER AEEREARARETAIEUEZ
had commitments for future minimum lease payments KERERERKEMNREAT
under non-cancellable operating leases which fall due

as follows:
2007 2006
—E2t —EETR
Within one year R—FRA 579,720 620,740
In the second to fifth FE_EZERF(BIEEEMSE)
years inclusive ARAF 625 448,345
580,345 1,069,085
Operating leases relate to office property, director’s ZEREHELHBEHEH _ERF2NA
quarters, staff quarters and office equipment with = BIFERES AEERAEHREY
lease terms ranging from 2 to 5 years (2006: 2 to HEBEWRERBE -
5 years). The Group does not have an option to
purchase the leased assets at the expiry of the
lease period.
The Group as lessor AEBARAEBAA
Property rental income earned during the year was NI 2 M S WA K AE998,10378 7T
HK$988,103 (2006: HK$986,500). All of the (ZZT/RF : 986,500 7T) * AEBEZREY)
Group’s investment properties are held for rental XEFEELERE - AEBUKEHERH
purposes. The Group leases its investment LAY - FIEMEZLMERPAERR T
properties under operating lease arrangements, AR—ZENF(ZZEEERF : —ENF) -

with leases negotiated for terms ranging form one
to nine years (2006: one to nine years).
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31.

32.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OPERATING LEASES (CONTINUED)
The Group as lessor (Continued)
At the balance sheet date, the Group and the
Company had contracted with tenants for the

following future minimum lease payments:

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

31. REHEEZH (A)
AEMBHEA (H)
REEH  AEEREQAFEABARELE
HESOKENKBRET :

Group Company
r&EHE AN
2007 2006 2007 2006
—22t =EE —22t —ETR
Within one year —£R 2,934,187 2,665,165 297,384 938,587
In the second to MEERFR
fifth years inclusive 8,110,142 4,347,695 45,500 218,384
Over five years LZRAEF 715,748 2,252,185 — =
11,760,077 9,265,045 342,884 1,156,971

SHARE-BASED PAYMENTS TRANSACTIONS
(a) Employee share-based compensation

benefits

Employee share-based compensation benefits
represent the fair value of employee services
estimated to be received in exchange for the
grant of the relevant options over the relevant
vesting periods, the total of which is based
on the fair value of the options at grant date.
The amount for each period is determined by
spreading the fair value of the options over
the relevant vesting periods and is recognised
as staff costs with a corresponding increase in
the employee share-based compensation
reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

32. SHARE-BASED PAYMENTS TRANSACTIONS 32. URGBAER RS (B)
(CONTINUED)

(b) Share options (b) EBRMESTE

Purpose of the Share options scheme
The purpose of the Share options scheme is
to provide participants of the same with the
opportunity to acquire proprietary interests in
the Company and to encourage them to work
towards enhancing the value of the Company
and its shares for the benefit of the Company
and its shareholders as a whole.

Eligible participants of the Share options
scheme

(i) any executive, non-executive or
independent non-executive director of any
member of the Group or an entity in which
the Group holds an interest (" Affiliate”); (ii)
any employee or officer (whether full time or
part time)(“Employee”) of the Group or an
Affiliate; (iii) any shareholder of any member
of the Group or an Affiliate who has, in the
opinion of the Board, contributed or may
contribute to the development and growth of
the Group; (iv) any customer, supplier, agent,
partner, consultant or adviser of or contractor
to any member of the Group or an Affiliate;
or (v) the trustee of any trust the beneficiary
of which or any discretionary trust the
discretionary objects of which include any
director, Employee, customer, supplier, agent,
partner, consultant or adviser of or contractor
to any member of the Group or an Affiliate;
or (vi) a company beneficially owned by any
director, Employee, consultant, customer,
supplier, agent, partner or adviser of or
contractor any member of the Group or an
Affiliate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE
For the year ended 31 December 2007 (in HK Dollars)

HE_ZZLF+-_A=+—BFE (GAEBRIT)

32. SHARE-BASED PAYMENTS TRANSACTIONS 32. URGBAER RS (B)
(CONTINUED)

(b) Share options (Continued) (b) BEBRESE (&

Total number of securities issuable

The maximum number of shares which may
be granted under the Share options scheme
and any other schemes involving the issue or
grant of options or similar rights over shares
or other securities by the Company shall not,
in aggregate, exceed 10% of shares in issue
as at the date of approval of the Share options
scheme.

Maximum entitlement of each participant
Unless approved by the shareholders, no
option may be granted to any eligible
participants which if exercised in full would
result in the total number of shares issued
and to be issued upon exercise of the options
already granted or to be granted to such
eligible participant under the Share options
scheme (including exercised, cancelled and
outstanding options) in the 12-month period
up to and including the date of such new
grant exceeding 1% of the issued share capital
of the Company as at the date of such new
grant.

Period to take up share options and
minimum period to hold before exercise
There is no minimum period within which the
shares option must be taken up or for which
a share option must be held before it can be
exercised.

Amount payable to take up share options
and time to accept offer

An offer for the granting of share options
under the Share options scheme shall be
accepted within 28 days from the offer date
and by way of payment of a consideration of
HK$1.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

32. SHARE-BASED PAYMENTS TRANSACTIONS 32. URRERZRZ (&)

(CONTINUED)

(b) Share options (Continued) (b) BEBRESE (&
Maximum period for exercising on option TREEBREZERE
An option may be exercised in accordance with BIRERRIEERETZRRANEST S H
the terms of the Share options scheme at any B RAESEBRAZ BEARERITE
time during a period to be determined and ZEE AT R B ER IR R B RS -
notified by the Board of Directors to each RAEAER T NS BN B ARSI B 2 ke
participant, which period may commence on TR o

the date on which the offer for the grant of
options is made but shall end in any event not
more than 10 years from the date of grant of

the option.

Exercise price TEE

The exercise price shall be a price determined TEEDARAAEESHSE ZER

by the Board of Directors of the Company EPAGELRTIN=F2&am%E

and shall not be less than the highest of:

(i) the closing price of a share as stated in (i) REBEERELKRE  HMIFEREK
the Stock Exchange’s daily quotations Fi el mE(EBMERSE:
sheet on the date of grant of the relevant H) :
option, which must be a business day;

(i) an amount equivalent to the average (i) ZEEHEBEREMLRBR AEZ 3
closing price of the shares as stated in B - B P B WmER AR (5 F H T
the Stock Exchange’s daily quotations BrREEE &
sheet for the five business days
immediately preceding the date of grant
of the relevant option; and

(iii) the nominal value of a share. (i) Rt mEE -

Life of the Share options scheme FERETB ZBEMA

The Share options scheme shall be valid and B R AT B EL R B BB AT I F A AX

effective for a period of two years commencing KAER o

on the date of adoption of the Share options
scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)
BHE_ZTLFT_A=+—BFE UBTIIR)

32. SHARE-BASED PAYMENTS TRANSACTIONS
(CONTINUED)
(b) Share options (Continued)
The following tables disclose the movement
of the Company’s share options held by
directors and employees for the year ended

32. URGHBER 2R S (H)

(b) MBEAESHE ()

REBEZE_ZTTZLF+_A=1T—HILFE
NZZBERF+_A=+—HILHPHERT
EEZNBTBERECBEREHAZER

31 December 2007 and 31 December 2006: s
2007 —EBELHF
Outstanding Granted Exercise  Forfeited Expired Outstanding
at during during during during at
1/1/2007 year year year year 31/12/2007
R-Z2LF
R-BBtLE t=A
—A—H RAE RAE REF REE  =+-H
Ief A 47 68 ERH EfT ERE EBH  HRTE
No. of share options RIELE 15,800,000 - (12,780,000) (1,560,000) - 1,460,000
Exercise price T6EE HK$0.184 - HKS$0.184  HKS$0.184 - HKS$0.184
2006 —EBETRF
Outstanding Granted Exercise Forfeited Expired Outstanding
at during during during during at
1/1/2006 year year year year 31/12/2006
RZEERE
RZZTRE +ZA
—A—H RS RNAE RAE RAE  =+—H
RAITE ERE BT EHE BB EATE
No. of share options RMEHE 15,800,000 - - - - 15,800,000
Exercise price 1B HK$0.184 - - - - HKS$0.184

B8 2 R B R 2 & FUJIAN HOLDINGS LIMITED I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

32. SHARE-BASED PAYMENTS TRANSACTIONS 32. URRERZRZ (&)
(CONTINUED)
(b) Share options (Continued) (b) BEBRESE (&
The following tables disclose the Company’s REE-ZT+LF+-_A=T—HILFE
share options held by directors and employees RZZEZRET_HA=+—BILBEET
as at 31 December 2007 and 2006: BEERBEIvEREZEEREHAREE
I
2007 —RRLHF
Number of
share options
Name of director/ Exercise price outstanding and
Category Date of grant Exercise period per share exercisable
RTRER
KK 4
ESEB/ 08 HEBH TEH BRTEE BREYA
Mr. Wang Xiaowu 3 June 2004 3 June 2004 to 2 June 2014 0.184 1,040,000
MR
Mr. Cheung Wa Fung, 3 June 2004 3 June 2004 to 2 June 2014 0.184 -
Christopher
REE
Directors 1,040,000
Bz
Employees 3 June 2004 3 June 2004 to 2 June 2014 0.184 420,000
B&
Total
BE 1,460,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32. SHARE-BASED PAYMENTS TRANSACTIONS
(CONTINUED)
(b) Share options (Continued)

The following tables disclose the Company’s

share options held by directors and employees
as at 31 December 2007 and 2006:

2006

Name of director/

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

ARG BER 2R S ()

(b) MBEAESHE ()

RBE-STLF+-A=+-ALEE
R-TEAET-A=+—BLBEET
EERAT2MRE EERSHLER

Number of
share options

Exercise price outstanding and

Category Date of grant Exercise period per share exercisable
RTER
AT
ESEB/ 28 HEBH TEH BRTEE BREHEA
Mr. Wang Xiaowu 3 June 2004 3 June 2004 - 2 June 2014 0.184 5,200,000
R “ZTME —ZEWERA=A
~NA=H E-T-MERAZH
Mr. Cheung Wa Fung, 3 June 2004 3 June 2004 - 2 June 2014 0.184 5,200,000
Christopher
REE —TTQEF —ZEMERA=H
~NA=H ET-NERAZH
Directors 10,400,000
=
Employees 3 June 2004 3 June 2004 - 2 June 2014 0.184 5,400,000
B8 —TTQNEF —EEMERA=H
~NA=H ZE-T-NERAZH
Total
okl 15,800,000
Notes: HfaE

(i)

(if)

No options were granted under the Share
options scheme and none of the share options
expired during the year ended 31 December
2007 and 2006.

The 12,780,000 share options exercised during
the year resulted in the issue of 12,780,000
ordinary shares of the Company and new share
capital of HK$1,597,500 (note 27) and share
premium of HK$754,020. None of the
directors and employees exercised their share
options during the year ended 31 December
2006.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED I

i) R-ETLFER_ZTZTRFE IER
BRERER S T BIRE - B - &
B -

(i) 12,780,0001n R f& # & 17 (& i & 17
12,780,000 : E st AR A & B K
1,597,500 T & H 4 #754,0207C 2 5117
BHD&HE R-EENFEEMEENE
TR AR AE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

32. SHARE-BASED PAYMENTS TRANSACTIONS 32. RGO AER RS ()
(CONTINUED)
(b) Share options (Continued) (b) BEBRESE (&
Notes: (Continued) Htax : (&)
(iii)y The exercise in full of the outstanding vested (i) BT ARITEEAY T HE I B IR G I AR BRI
options would, under the preesent capital B  ZEERES RIS INET
structure of the Company, result in the issue 1,460,000% B I ( = T T KX F
of additional 1,460,000 ordinary shares (2005: 15,800,000 & @ A%)

15,800,000 ordinary shares).

33. RETIREMENT BENEFIT PLANS 33. BIKEFIGE
The Group operates a Mandatory Provident Fund AREFBREARSMEABESE GO AEEMES
Scheme for all qualifying employees in Hong Kong. BEERXRY —HRESTE c stEPHNEEH
The assets of the plans are held separately from NEBERNDE @ WEEEAFIEE
those of the Group in funds under the control of
trustees.
The employees of the Group's subsidiary in the AEERFRBEZE AR BRI EZERR
PRC are members of a state-managed retirement B 2E—TFRRE EEEB”W@BUTW“%*E']@W
benefit plan operated by the government of the BANEE - B ARIBIRTERANIETE
PRC. The subsidiary is required to contribute a Eb B 2= 1A 2R R FE Rl st 2l AR o $‘il?¢w&ﬁwm
specified percentage of payroll costs to the MetElzoM—SEEAELIETER -

retirement benefit scheme to fund the benefits.
The only obligation of the Group with respect to
the retirement benefit plan is to make the specified
contributions.

The total expense recognised in the consolidated Fr X HABRRERE Wz 3 /£256,8147 7T (=
income statement of HK$256,814 (2006: TT A : 285,788 L) Eﬁi%ﬁi‘imﬂmu
HK$285,788) represents contributions payable to HEIRHAZIETER « DRIR=_ZERF/
these plans by the Group at rates specified in the —EERFE+_HA=1+—H ¥EXHEZS
rules of the plans. There was no outstanding 5H o

contribution as at 31 December 2007 and 2006
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34. NON-CASH TRANSACTIONS

During the year ended 31 December 2007, the
Group had transferred a receivable of RMB
30,000,000 to Investments 2234 as partial
settlement of the secured borrowing and associated

35.

interest payable (note 24(i)), and the unsecured

borrowing and associated interest payable were
settled by the Guarantor (note 24(ii)).

RELATED PARTY TRANSACTIONS
During the year, the Group entered into the

following transactions with related parties:

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

34. FEESRE

RZZZELF+_A=1+—H AEESHEA
R #30,000,0007T + IR A (Hf5E24(0)) £ 3
BEEFNSEWERR FIRE2234FHE —FE
SRARANEEREREEERS -

ERBEALZRS

BRREMBRRABRBEEIN  REAFE/H
A AEECFIL NIERBEALZRS :

Related parties Nature of transactions 2007 2006
BEAL REER —EEt —ETRX
Fellow subsidiaries Loan interest income (note (i) - 628,808
[ A B A Al BENEWA (Ha0)
Office, directors’ and staff quarters rental 894,240 504,000
EENEEEHS
Building management fee 95,213 7,934
BTFERE
Management fee - 36,270
EREON
Intermediate holding company Management service income (note (i) - 712,329

L NG

Notes:

()

Loan agreement

On 11 November 2004, the Company entered into
a loan agreement (“Loan Agreement”) with Brilliant
Well, pursuant to which the Company agreed to
provide a loan facility up to an aggregate principal
amount of HK$16.5 million (the “Loan”) to Brilliant
Well carrying an interest rate of 6.5% per annum.
The term for the Loan Agreement is 18 months
commencing from the drawing date of the Loan
under the Loan Agreement. Brilliant Well shall pay
interest quarterly in arrears and repay the principal
amount drawn upon maturing. There was a
covenant under the Loan Agreement that Brilliant
Well shall apply the Loan provided by the Company
in its entirety solely as working capital of Harmony
Piano only. The said loan amounted to HK$16.5
million had been drawn down by Brilliant Well on 3
February 2005.

B8 2 IR B R 2 & FUJIAN HOLDINGS LIMITED

REERWA (i)

ffat -

() ERiH=

M_ZEME+—F+—8  ARREEMAER]
S —BERWE((ERmE]) @ Bl - 227
RERME—%F LR 516,500,000 TZEREE
([E3])) FEANWB - FHEE6.5% - BEkihH
2 FHARBERG®E 2 EFERRA BT+ N\ @
A o BRWESZHMRIBHR B RN S E
A o RIBEERWZ  BIRAEZLIEHHAE
RERMZ ERENBEELEES 2 - 7
RER-_ZEZRE-_A=-ARR LM ERE
16,500,000/ T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

35. RELATED PARTY TRANSACTIONS (CONTINUED)
Notes: (Continued)

(i)

(ii)

Loan agreement (Continued)

To comply with the terms and conditions of the
Loan Agreement, on 11 November 2004, a property
pledge agreement (“Property Pledge Agreement”)
had been entered into between the Company and
Fujian Properties Limited (“Fujian Properties”), a
company incorporated in the British Virgin Islands
with limited liability and wholly-owned by the
Company’s intermediate holding company, Fujian
Investment and Development Company Limited
("FIDC"), pursuant to which Fujian Properties had
pledged to the Company eleven residential units in
Wah Ming Center and ten residential units in
Hongway Garden with an aggregate estimated value
of HK$25 million as security for the Loan.

The loan was fully repaid by Brilliant Well on 2
August 2006.

Management service agreement

On 11 November 2004, the Company had entered
into a management service agreement
("Management Service Agreement”) with FIDC and
Brilliant Well, pursuant to which FIDC had appointed
the Company as an agent to assist FIDC to
participate in the management of Harmony Piano
and Hua Min Tourism Company Limited, a company
in which FIDC had 50%

Pursuant to the Management Service Agreement,

beneficial interests.

the Company will provide management services to
FIDC for a period of 18 months commencing from
the effective date of the Management Service
Agreement at a fixed management fee of HK$2
million per annum and a floating management fee
on the basis of 10% of the net profit after taxation
of Huamin Tourism and Harmony Piano respectively
and after deduction of the fixed management fee.
The fixed management fee shall be payable within
15 days after the end of each quarter in equal
installments of HK$500,000 and the floating
management fee shall be payable within one month
after the audited reports of each of Harmony Piano

and Hua Min Tourism Company Limited were issued.
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35. EXBEALTZXR S (&)
fifat : (&)

(i)

(i)

Bt ()

R A ER M R R G - R_FTOFE A+
—At+—R  ARREFEYEFRAF ([FEH
ME] > —FRRBELHSEMKIZIZERA
A AEREKREBEEAR) EFTLYEERR
2Bl ERYEEBEREARDLZIE
EEEMERRREE 2 10EEEEM ([ZEY
) fhatE2, 50088 TER T ARBMERE
R B o

E-TTAENA _HEFNREANFRE
B e
ZEEENHE

R=ZFZWEFE+—A+—8  XAREFERRHE
MEFBTY —BZAEE N ([EXEEW
#]) B EEREEZEADAARIEA K
P BhER IR B S AR N E R EE IR A R A A
([ R @ ERRERFES0%ERER ZA
A ZEBRIIE - BREZAEERZ A2
MERRHEREERY  BERAEEBEZE
MBEES  AHATNAEA - WKREF
2,000,000 7 7T 2 [E & B 12 B K I 2 B ik b2 e A1
BRESAHBENEBENRETERER Y
BRERDNIO%ERZFHEEE -ECETEERE
EEZHMA LI5S KR - 81X /500,000
BT MEBEREERTENES R EMKES
B2 REZRETIZ BB —EARI -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

35. RELATED PARTY TRANSACTIONS (CONTINUED)

Notes: (Continued)

(ii) Management service agreement (Continued)
The Management Service Agreement had expired
on 10 May 2006.

(iii) Extension of operating period of Xiamen

Plaza

Pursuant to an agreement entered into by Yan Hei
and Railway Department on 1 October 1985 for co-
operation on the construction and operation of
Xiamen Plaza and as supplemented and amended
subsequently on 18 December 1987 and 21 January
1992 (the “CJV Agreement”), the operating period
for Xiamen Plaza will end on 11 December 2015.
On 6 June 2005 and 20 July 2005, the Company
announced that, Yan Hei entered into an extension
agreement with Railway Department, and Fujian
Enterprises (Holdings) Company Limited (“Fujian
Enterprises”) (as a guarantor) on 9 May 2005
(“Extension Agreement”), in which, amongst others,
the operation period of Xiamen Plaza will be
extended for an additional 10 years up to 31
December 2025 and a change in the terms of the
CJV Agreement in respect of the annual amounts
to be distributed by Yan Hei to Railway Department.
Pursuant to the terms of the Extension Agreement,
Yan Hei has agreed to pay annual distributions to
Railway Department during the operating period of
Xiamen Plaza up to year 2025 as set out below:

2005 to 2006: US$70,000 per year
2007 to 2011: US$100,000 per year
2012 to 2025: US$200,000 per year

e B AR MR
For the year ended 31 December 2007 (in HK Dollars)
HE-_ZT+F+_A=+—BFE GAETIT)

35. EXRAEALZXS (8)
fifat : (&)
(i) ZEFEEE R ()
ZAERBBEER _ETZRFEATHREL -

(iii) ERFBZKEH

REBCEEEE BN —NARFE+A—HETZHA
BEEENEEZEE 2 EXRELERORN 2
B (RGN —ANEE+TZA+ABR—H
N=F—A=-+—BRRE) ((1EHZE]) -
RBZREHENR_T—AF+_A+—BK
IF e REETZRERARNBE-ZETRAF AT
TR ARREMH  CEEFKEMER (EE)
BRAR ([EHEE]) (FERANER-ZZE
RERAANBALER G (ERRE]) B
EREPEZKEMIN —E—RF+ A +—
AR - RGBT (Hh 25 BINERBE
EECEZEEMTFE T _AF+ A=+
—B - UEREEEFARCESIRTEHKRBZH
Rz A EMEIRR - BRIBERBEGK - £
RAERFECLEPRHEZE " Z-_AFINDIRT
HIRD - HEBEBEIIEOT

: F470,0005 7
: §4100,000% 7T
- §4200,000% T

Annual Report 2007 F i

125



126

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

35. RELATED PARTY TRANSACTIONS (CONTINUED)
Notes: (Continued)
(iii) Extension of operating period of Xiamen
Plaza (Continued)
At the balance sheet date, the Group had
commitments for future minimum lease payments
under the above agreement which fall due as

35. EABEALTZXRE (B)

fifat : (&)
(iii) ZERRE 2 KM (F)

C ARBEREBRNZ RRANREES R

By

b
S m

follows:
Group
AEE
2007 2006
2=t ZEER
Within one year —FR 780,490 777,610
In the second to fifth
years inclusive MEZRHER 3,902,450 3,110,440
Over five years HBiAAF 20,292,740 21,773,080
24,975,680 25,661,130

In addition, Fujian Enterprises irrevocably undertakes
to Railway Department that it will guarantee
performance by Yan Hei Limited of its obligations
under the CJV Agreement (as amended and
extended).

Railway Department is the joint venture partner of
Xiamen Plaza and is beneficially owned by the State
Railway Department. To the best knowledge,
information and belief of directors of the Company,
having made all reasonable enquiries, Railway
Department is considered as an independent third
party as despite being a joint venture partner, it has
no effective interest in the operations of Xiamen

Plaza.

Fujian Enterprises is a trading conglomerate
incorporated in Hong Kong with limited liability,
and under administration of Fujian Provincial State-
owned Asset Administration Commission of the
PRC. Both Fujian Enterprises and the Company are
ultimately owned by Fujian provincial government
of the PRC. There are no common directors among
Fujian Enterprises and any member of the Group.
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BIUE=F o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i A I 5 A M RE

For the year ended 31 December 2007 (in HK Dollars)

BHE_ZTLFT_A=+—BFE UBTIIR)

35. RELATED PARTY TRANSACTIONS (CONTINUED) 35. EXBEEA LT 25 (&)

Rentals He

The Group paid rents to the fellow subsidiaries of the HEZZZRFITA=1T—HLFE  r&EER
Company for the lease of office, directors and staff HERAE ZEZREIBFEMARFACRARMER
quarters amounted to HK$480,240, HK$384,000 and 79 B S £480,240% 7T * 384,000 7t % 30,000
HK$30,000 respectively for the year ended 31 December BIL(ZZTZTNF : £ » 389,80676 T & 114,194
2007 (2006: Nil, HK$389,806 and HK$114,194). The 7o) e n2EARMBHASHE -

rental was calculated by reference to open market rentals.

Compensation of key management personnel FTECHEAS S HE
The remuneration of directors and other members of key EAEESRE EERHEMTEAEZMESOT :

management during the year/period was as follows:

2007 2006

—EZt ZEERX
Short-term employee benefits SEEER 1,932,300 2,183,650
The remuneration of directors and key executives is FHMEESLRBEAARBRIMSERMUATES RE

determined by the remuneration committee having regard Z2ITHRABZHE
to the performance of individuals and market trends.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B R M R

For the year ended 31 December 2007 (in HK Dollars)
HE_ZTTLF+_A=1+—RAFE WUETIR)

36. POST BALANCE SHEET EVENTS

(i)

(i)

(iii)

On 4 March 2008, the Group entered into an
agreement with Sunshine Group and
E P HEREEEABR QA (Xiamen
Friendship International Co., Ltd) (“Friendship
International”). Pursuant to the agreement,
Sunshine Group had agreed to transfer the
management right of the Group’s hotel to
Friendship International. On the same date,
the Group entered into a management
contract with Friendship International in
relation to the appointment of Friendship
International to manage the daily operation
of the Hotel for a period of five years.

On 31 March 2008, the Group entered into a
sale and purchase agreement to dispose of its
entire equity interests in Ealing Court Limited,
an associate of the Company at 31 December
2007, to the existing shareholders at a
consideration of HK$5,020,321.

On 31 March 2008, the Group entered into a
sale and purchase agreement to acquire a
property from Ealing Court Limited at a
consideration of HK$5,100,000.
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36. EE REKEE

i) R=FTN\F=-_ANA  AKRERBGIE
BN EP R EEREERE AR AR () 5]
MW Bl BAREEBREEZ
BEABERETHE - RAA - A%H
EYEVARR B EEREE 2B
BMEEEEARSHAF -

iy R=ZZTEENF=ZA=1+—H AEBEHEIE
RERAR ZHEMRERRI L —BEE
BELEEBRRER AR 2 ERE
85,020,321 7T °

(i) RAZTEENF=A=+—H AEFHHE
BAERARG Y —HBEEWZEERRE
RARBERZ—HWEIEES,100,000/%8
ﬁ °
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