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ATIEH
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CHAIRMAN'’S STATEMENT
ERBES

| present the results and operations of Nam Fong International
Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2007.

RESULTS

The audited consolidated profit of the Group for the year ended
31 December 2007 was approximately HK$7,661,000 and the
basic earnings per share was HK0.55 cents, as compared to the
consolidated profit of approximately HK$60,068,000 and basic
earnings per share of HK4.42 cents for 2006.

DIVIDENDS

The directors do not recommend payment of dividend for the
year (2006: Nil).

NET ASSET VALUE

The consolidated net asset value per share of the Group as at 31
December 2007 was approximately HK$0.29 based on
1,632,000,000 shares in issue, as compared to HK$0.32 per share
for 2006.

BUSINESS REVIEW
Property Investment

The Group’s major property investment is certain units in Liwan
Plaza, with a total gross floor area of approximately 12,878
square meters, which is located at Shang Xia Jiu Road, Liwan
District, Guangzhou, the People’s Republic of China (the “PRC").
During the year ended 31 December 2007, the net proceeds from
the sale of several investment properties in Liwan Plaza
amounted to approximately HK$69,965,000.

In December 2007, the Group acquired of certain floors in Royal
Mediterranean Hotel, with a total gross floor area of
approximately 6,098 square meters, which is located at southern
side of Zhongshan Da Road, Shi Pai, Tianhe, Guangzhou, the PRC
as the Group’s another property investment.
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Property Development

As at 31 December 2007, the Group has interests in two property
development projects,one is 50% interest in Jiangnan Nam Fong
Garden Phase Il ("Jiangnan Garden I1”) development project and
the other is Holiday Bay Chaohu Phase | (“Chaohu 1”)
development project.

Jiangnan Garden Il is located at Chang Gang Zhong Road,
Guangzhou, the PRC, which will comprise four 30-storey towers
including a 3-storey commercial podium, 27-storey residential
units and a 3-storey car park at basement level with an expected
total gross floor area of approximately 105,766 square meters.
As announced on 19 March 2008, the Group entered into an
agreement with an independent purchaser to dispose of the
remaining 50% interest in the holding company of Guangzhou
Jiannan House Property Development Company Limited (“GZ
Jiannan”) which sole asset is the development projects.

Chaohu I, the Group’s core development project, which is located
at Zhongmiao Town, Chaohu City, Anhui Province, the PRC, with
a site area of approximately 111,595 square meters, within which
the planned gross floor area is approximately 150,000 square
meters. Chaohu | will be phase one of the development project
with a comprehensive mixed use community comprising office,
hotel, retail and residential. It is estimated by the Group that the
development of Chaohu | will commence in the second quarter
of 2008, with the pre-sale commence in the third quarter of 2009
and the whole will complete by the second quarter of 2010.

Prospect

The PRC economy is expected to grow in the coming years and
the standards of living of its people in large cities will continue
to improve. As a result, this would lead to higher levels of
consumer spending and hence increases the demand for quality
retail property in locations with good transportation links.
Moreover, with more overseas investors investing in the PRC and
the local PRC residents having higher income levels, the demand
for quality residential housing in prime areas and at reasonable
prices is expected to escalate further.
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CHAIRMAN'’S STATEMENT
ERBES

Besides the development project of Chaohu | and investment
of certain floors in Royal Mediterranean Hotel, the Group has
exerted great efforts in enhancing and expanding its property
investment and development business.

As announced on 11 March 2008, the Group has acquired certain
property units in Meizhou City, Guangdong Province, the PRC
as the Group's investment properties with a view to enhancing
the revenue stream of the Group.

Based on the Group’s extensive experience in the property
market in the PRC, the Group will continue to explore quality
properties with a view to expanding its land bank should
suitable opportunities arise.

Capitalizing on the prime opportunities arising from the ever-
booming real estate market, the management team of the Group
is now seeking every opportunity for more extensive
cooperation. It is expected that the Group will soon stride into a
stage of rapid development.

APPRECIATION

On behalf of the Board, | would like to thank our shareholders
for their continued support to the Group and the dedicated
management and staff for their valuable contributions during
the year.

Tong Shi Jun
Chairman

Hong Kong, 16 May 2008
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MANAGEMENT DISCUSSION AND ANALYSIS
B BT & 5 HT

BUSINESS REVIEW AND OUTLOOK EROERRERSE
The Group is principally engaged in property development, ZAEETZNHRULEYELR - MEKRE

1E

property investment and property rental activities in the PRC. ~ MY EMAEFE% -

During 2007, the Group’s major investment property remained —ZZ+F  KEBFENYEREDRE
at Liwan Plaza and primary property under development was 7 /&/&1% - M EBHEPWEL AR MNTT
Jiangnan Nam Fong Garden Phase I, Guangzhou. During the Fm A EE —Hi - BIEF R - AEBE A H
year under review, the Group has disposed of the entire interest &mTHMFESBR AR ([BFES]) (H
in Nam Fong Guangzhou Plaza Limited (“GZ Plaza”) whichsole M —&EABERGHEEE) 2 & 30 #&
asset is a development project, namely, the Yue Xiu Plazaand i @ AREFEUEESERAELB ZEXT
assign the loan due by GZ Plaza to the Group to the purchaser. E 5 ©

R

%
A

In June 2007, the Group entered into a share transfer agreement R —ZZEHF/XF - REEF Y — DR
to dispose of 50% of the issued share capital of Trisum aﬁTﬁ%aﬁ CHEERKREERAR (X)) E
Investment Limited (“Trisum”), the holding company of Z1Ti% 7K 2 50% F Access Achievement
GZ Jiannan (which sole asset is a development project, namely  Limited (A% B J7) (L)% & FE M ERE 2 1%
Jiangnan Garden Il) to Access Achievement Limited (an MRAF - Eff—EE R IEEE —HEREE
independent purchaser).The disposal was completed in August  B) ' ZHEER T LFNATK - K=
2007.In November 2007, Access Achievement Limited disposed TE+HF+—F ° Access Achievement
of its 50% shareholding interest in Trisum to the new partner  Limited & H R 2R H)50%E o T #1415
(Hopeson Holdings Limited, an independent purchaser).As at ¥ (A4 E£BBRARF @ BBIEH) - K=
31 December 2007, the Group and Hopeson Holdings Limited ZZ+&+—-A=+—H KAEBEKALE
has a 50% beneficial interest through their respective EBARAGDAISERLE R LEME R
investment in Trisum. BH50%#E % o

In August 2007, the Group entered into a disposal agreement R -_ZZ+F N A - KEEF I HEWHE
to dispose of certain units in Liwan Plaza to independent HEBEESETWETBIES @ ZHE
purchaser. The disposal was completed in September 2007.As BER-ZZ+FHATHK - R -T2 F+
at 31 December 2007, the total units of Liwan Plazaownedby —A=+—H  A&EEEREESWEHR
the Group amounted to approximately 12,878 square meters  #J12,878F /K k& A K& H 2 WA
and generate a recurring rental income of approximately  %J600,0007%& 7T °

HK$600,000 per month.

In December 2007, the Group entered into an agreement with W =_ZEZ+F+=-F  AEFEHEBFIE HF]
an independent vendor to acquire of 100% shareholding 1% @ WEEFKEBER QA ([BEFK
interest in Boshing Investments Limited (“Boshing Investments”). & |) 2 100%%## - ERKREER T+
Boshing Investments entered into the cooperation agreement 1 B B rh B2 14 E M IUF ] 2 & 1B
with the Government of Chaohu City in the Anhui Province, the % * BAGL— 1B H S8BT A B 738 1R Bl il [=
PRC in September 2007 for the progress in respect of the 1 Z i3 - B E & 43348 (FHE R L
preliminary development of a land site at Chaohu City, Zhong 222,667 J5K) ([E 8 |) #17— HFH
Miao Street, Ming Feng Gang District with a gross area of 3 - FEE ik 2 — M E - EHH
approximately 334 mu (equivalent to approximately 222,667 BT A5 IR IE A BAR G AR TE - B E R IRIE

%

.

Z &7 BRI R A 5



MANAGEMENT DISCUSSION AND ANALYSIS

EEE &S

sq.m.) (“Chaohu Land"). After the preliminary development of
the Chaohu Land is completed, the Chaohu City Government
will put the Chaohu Land to public auction according to the
relevant rules and requirements. Boshing Investments shall be
entitled to the return of its investment cost out of the proceeds
by way of public auction. Through the acquisition of Boshing
Investments, the Group is able to further strengthen its property
development related business in the PRC. In January 2008, the
Group has successful bid for the land use right of a part of the
Chaohu Land with site area of 100,155 square meters. Moreover,
the Group also plans to participate in the bidding of the
remaining area of the Chaohu Land when it is put to public
auction.

In addition to the Chaohu Land, the Group entered into the sale
and purchase agreement in December 2007 with an
independent vendor to acquire a plot of land located at
Zhongmiao Town, Chaohu City and adjacent to the Chaohu Land
with a site area of 11,440 square meters.The land, together with
a part of the Chaohu Land with a site area of 100,155 square
meters acquired in January 2008, covers a site area of
approximately 111,595 square meters, within which the planned
gross floor area is approximately 150,000 square meters.The
Project will be phase one of the development project with a
comprehensive mixed use community comprising office, hotel,
retail and residential. Given that the Project is located by the
Chaohu lake which is a scenic area and allows a great view over
the lake, the Project is preliminarily named “Holiday Bay Chaohu
Phase I”

In December 2007, the Group entered into an agreement with
an independent vendor to acquire of 100% shareholding
interest in Graceful Link Limited (“Graceful Link”) which is a
property holding company and is owner of the Properties, being
the certain floor of Royal Mediterranean Hotel with a total gross
floor area of 6,098 square meters. The Group intends the
Properties as its investment property. The Properties will
generate a stable and recurring cash inflow to the Group upon
securing lease agreements and provide the Group with
additional working capital for its operation.
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MANAGEMENT DISCUSSION AND ANALYSIS

In March 2008, the Group entered into two sales and purchase
agreements with an independent vendor to acquire of twelve
shop units at Jiang Bian Road, Meizhou City with a total gross
floor area of approximately 3,327 square meters and the first
floor to the eight floor of the accessional building, the tricorn
region besides the River View Hotel at Jiang Bian Road, Meizhou
City with a total gross floor area of approximately 13,281 square
meters. The Group intends the Properties as its investment

property.

Future Plans

In the coming year, the Board intends to retain its certain floors
of Royal Mediterranean Hotel and the properties at Jiang Bian
Road, Meizhon City as its main investment properties and will
focus on the development of Holiday Bay Chaohu Phase |
development project.

Apart from Holiday Bay Chaohu Phase | development project,
the Company will continue to explore quality properties with a
view to expanding its land bank should suitable opportunities
arise.

Financial Review
Turnover and segmental information
Rental income

The Group’s turnover represents rental income generated. Rental
income decreased by 47.4% to approximately HK$12.3 million
in 2007 from approximately HK$23.4 million in 2006. The
decrease in rental income was mainly due to the disposal of
certain investment properties in Liwan Plaza in 2007.

Gross profit

Gross profit decreased by 54.7% to approximately HK$7.3 million
in 2007 from approximately HK$16.1 million in 2006, mainly due
to the decrease in rental income received.

Other income

Other income decreased by 80.7% to approximately HK$11.4
million in 2007 from approximately HK$58.9 million in 2006,
mainly due to there was a reversal of impairment losses on
properties under development in 2006.
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MANAGEMENT DISCUSSION AND ANALYSIS

R EREY AR

Other operating expenses

Other operating expenses decreased by 62.4% to approximately
HKS$4.1 million in 2007 from approximately HK$10.9 million in
2006, primarily attributable to the decrease in other tax expenses
and other expenses during the year.

Profit before tax

Profit before tax decreased by 86.8% to approximately HK$8.8
million in 2007 from approximately HK$66.7 million in 2006
mainly due to a drop in revenue from rental income generated,
decrease in the gain on disposal of subsidiaries and cumulative
effect of the foregoing.

Income tax

Income tax decreased by 83.3% to approximately HK$1.1 million
in 2007 from approximately HK$6.6 million in 2006, primarily
attributable to the charge-back of deferred tax assets in 2006.

Liquidity and capital resources
Cash position

As at 31 December 2007, the Group’s bank and cash balances
amounted to approximately HK$2.2 million.

Borrowings, charges on group assets and gearing ratio

As at 31 December 2006, the Group had short-term borrowings
together with accrued interest of approximately HK$10 million
which were secured by the investment properties of the Group
with carrying amount of approximately HK$15.5 million and
were interest bearing at 5% per annum. Such secured loans were
fully repaid in January 2007. Accordingly, the Group had no
borrowings as at 31 December 2007 and the gearing ratio as at
31 December 2007, expressed as total borrowing over the total
equity was NIL (2006:2.31%).
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MANAGEMENT DISCUSSION AND ANALYSIS

CONTINGENT LIABILITIES

The Group were no any significant contingent liabilities for the
year ended 31 December 2007.

FOREIGN EXCHANGE RATE

The Group conducts its business almost exclusively in RMB
except that certain receipts of sales proceeds and the
borrowings are in HKD.The conversion of RMB into HKD or other
foreign currencies has been based on the rates set by the
People’s Bank of China.The value of RMB against the HKD dollar
and other foreign currencies may fluctuate and is affected by
factors such as changes in China’s political and economic
conditions. However, the Board considers that the effect of the
exposure of the Group to the foreign exchange risk is minimal.

STAFF AND REMUNERATION POLICIES

The Group had approximately 40 employees in Hong Kong and
the PRC for the year.They are remunerated according to the job
nature, market conditions, individual performance and
qualifications. Other staff benefits include year end bonus.

PROFESSIONAL TAX ADVICE RECOMMENDED

If the shareholders of the Company are unsure about the tax
implications of purchasing, holding, disposing of, dealing in, or
the exercise of any rights in relation to, the shares of the
Company, they are advised to consult an expert.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

EEREREEASEH

The Board currently comprises eight directors, five of whom are
executive directors and three of whom are independent non-
executive directors.

Executive Directors

Tong Shi Jun,aged 51, is the Chairman of the Company. Mr.Tong
has long been engaging in construction investments and project
management in the PRC, and with extensive management
experience. He has excellent performance in export and import
trading business in the recent ten years. Mr.Tong joined the
Group in March 2002.

Zhao Lishen,aged 37, is responsible for the whole management
of Greater China, PRC of the Group. Mr. Zhao graduated from
ZhongNan University at Economics and Law. He has long been
engaging in the banking investment and the enterprise
management of major corporation for a number of years. He
has extensive understanding and cumulate experience in group
management. Mr. Zhao joined the Group in February 2003.

Chiu Kong, aged 49, is mainly responsible for the administration
of the Hong Kong office. He has long been engaging in export
and import trading business as well as telecommunication
investments in mainland. He joined the Group in June 2002.

Huang Ling, aged 33, is mainly responsible for capital financing.
She graduated from Guangdong Foreign Trade University with
a Bachelor of Economics degree. She has engaged in
international accounting of bank with certain experience in
financing. Ms. Huang joined the Group in February 2003.

Zhu Jun, aged 37, is mainly responsible for personnel
management. She had worked in group logistics property
administration of South China University of Technology. Ms. Zhu
joined the Group in February 2003.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

Independent Non-Executive Directors

Chen Song Sheng, aged 72, has been an independent non-
executive director since February 2001. Mr.Chen graduated from
the University of Zhongshan in the PRC and he stayed to work
after. He had been the Deputy Head of the Department of
Chinese in the University of Zhongshan and held his
professorship in the University of Macau since 1991. Mr.Chen is
also director and chairman of several Chinese cultural
organizations.

Zhou Mei Zhen, aged 29, has been an independent non-
executive director of the Company since September 2004. Ms.
Zhou graduated from Guangzhou Finance & Trade Management
Institute majoring in professional management of enterprises.
She had engaged in Guangzhou Guangjian Group and was
mainly responsible for the finance and administration of the
Group.

Yuen Wai Ho, aged 48, has been an independent non-executive
director of the company since September 2007. Mr.Yuen holds
two Master’s degrees, one in business administration from the
University of Bath in England and the other in electronic
commerce from the Open University of Hong Kong. Mr.Yuen is
a fellow member of the Hong Kong Institute of Certified Public
Accountants, The Association of Chartered Certified Accountants
and the Taxation Institute of Hong Kong and is also an associate
member of the Institute of Chartered Accountants in England
and Wales, the Chartered Institute of Management Accountants
and the Institute of Chartered Secretaries and Administrators.
Mr. Yuen has more than 24 years’ experience in auditing,
accounting, taxation and financial management, of which 17
years was served as senior financial executives in various
multinational companies and listed companies in Hong Kong.
He is currently a partner of a firm of certified public accountants
and an independent non-executive director of Rexcapital
Financial Holdings Limited, a company listed in Hong Kong.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

EEREREEASEH

Senior Management

In addition to the executive directors listed above, the Company
has the following members on its management team:

Chen Wei Wen, aged 41, is a site engineer of the Group. Mr.Chen
graduated from Guangzhou University and has been working
as a civil engineer for over 16 years.He joined the Group in 1993
and is responsible for site and construction works of the
property projects. Before joining the Group, he was responsible
for supervision of the construction progress in a construction
company in Guangzhou.

Wang Jian Yong, aged 45, structural audit engineer of the Group.
Mr.Wang graduated from Guangzhou Jinan University and has
over 20 years’ experience in construction industry.He joined the
Group in 1994.

Qualified Accountant and Company Secretary

Tang Sze Lok, aged 38, is the qualified accountant and company
secretary of the Company with effect from April, 2007. Mr.Tang
obtained his Honours Bachelor Degree in Accounting from Hong
Kong Baptist University. Currently, he is a certified public
accountant of Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and a fellow member of the Association
of Chartered Certified Accountants (“ACCA”"). Mr.Tang has over
14 years of experience in auditing, financial accounting and
implementation of internal, financial, operational and
compliance control and financial reporting system. He also has
experience in mergers and acquisitions and financial due
diligence review.
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CORPORATE GOVERNANCE REPORT

We are committed to maintaining a high standard of corporate
governance. We firmly believe that a good, solid and sensible
framework of corporate governance will enhance the Company
to run its business in the best interest of its shareholders as a
whole.

In the opinion of the directors, save as disclosed below, the
Company has complied with the Code on Corporate Governance
Practices, as set out in Appendix 14 to the Listing Rules
throughout the year ended 31 December 2007.

Deviations from the Code on Corporate Governance Practices
and remedies:

The Company does not fully comply with code provisions A.2.1
and A.4.2 in Appendix 14.

Under code provision A.2.1, the role of chairman and chief
executive officer should be separate and should not be performed
by the same individual. The Board has chairman to provide
leadership to the Board in terms of establishing policies and
business directions and monitor the daily operation of the Group.
The Company is currently looking for a suitable person to be
responsible for the daily management of the Company’s business
as a whole as a remedy for such deviation.

Under code provision A.4.2, every director should be subject to
retirement by rotation at least once every three years. Since the
articles of association of the Company provide that all directors
(except chairman) shall be subject to retirement by rotation, the
Company did not comply with this provision, the Company is
considering to amend the articles of association of the Company
to remedy the situation.

W

9

4
15

AT EBRESE

ARBHNERRERZBEEIGKF - K
NAEEHEF—ERLY  RBEREGEZE
ERRIE - BEHERAARIAHERRR 2 &
EMREERR -

EER5 BIXFAAIN  ARRR-TF
tFE+ A=+ —HLIFECETHIML
AR RIS+ U PrE 2 AR EVR B AR STA o

NEEVRAEMTRIMRBENAS LE

NRABARTEBTHEETIURTE 2 FA2.1%
AAEZIBTE ©

RIBT AR EA2ME - EFETHRAEDN
ABEERY - X AEH—-ARKRE K
NAEFGRIEHIEBRRRER T AR
BEXE  REEXAEEZATEE - AR
AIEATEMEES NEERABARRIES
ZEHHERE BB LREE -

RIETANES EAL2(E  BNESERLE
—FHERE-R - ARRABES (KR
FINBRBREBEAARAERMAUGRESER
HEARRBAREREULIER - KRAIREEE
HARRE 2 BIRARIVE R AR -

5 Bl R A IR A A&



CORPORATE GOVERNANCE REPORT
ATEBHRESE

MODEL CODE FOR SECURITIES TRANSACTIONS

The Group adopted the Model Code for Securities Transactions
by directors (the“Code”), contained in Appendix 10 of the Listing
Rules. Special enquiry has been made of all directors, and
directors have confirmed that they have complied with the
required standards set out in the Code for the year ended 31
December 2007.

BOARD OF DIRECTORS

The Board currently comprises five executive directors, namely,
Mr.Tong Shi Jun, Mr.Zhao Lishen, Mr. Chiu Kong, Ms.Huang Ling
and Ms.Zhu Jun;and three independent non-executive directors,
namely Mr. Chen Song Sheng, Ms. Zhou Mei Zhen and Mr.Yuen
Wai Ho.

For details of the directors’biographical information, please refer
to the section headed “Biography of Directors and Senior
Management”

The Company has received, from each of the independent non-
executive directors, an annual confirmation of their
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of the independent non-executive
directors to be independent.

The principal functions of the Board are to consider and approve
the strategies, financial objectives, annual budget, investment
proposals, and assume the responsibilities of corporate
governance of the Company.The day-to-day operations of the
Group are delegated to the management of the Group.
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CORPORATE GOVERNANCE REPORT

The Board met five times in 2007 and the individual attendance
of each Board member in these meetings is as follows:

AT EBRESE

EFEeE_TELHFHETARESSS
%o BREFZHFERLEET

Note Attendance s H =
Executive Directors BITEE
Mr.Tong Shi Jun 4/5 ARitHEE 4/5
Mr. Zhao Lishen 4/5 M EBEAE 4/5
Mr. Chiu Kong 5/5 %L 5/5
Ms. Huang Ling 5/5 @k 5/5
Ms. Zhu Jun 5/5 RE/E 5/5
Independent BUFHITESE

Non-Executive Directors

Mr. Chen Song Sheng 4/5 [REELE 4/5
Ms. Zhou Mei Zhen 5/5 RAEEZ/)A 5/5
Ms.Wang Li Yun (i) 4/5 TEZ/NE (i) 4/5
Mr.Yuen Wai Ho (i) 175 BEZRTAE (if) 1/5
Notes: Bk

(i) Resigned as independent non-executive director on 14
September 2007.

(ii)  Appointed as independent non-executive director on 14
September 2007

The Company has Audit Committee, Remuneration Committee
and Nomination Committee with details presented below.

AUDIT COMMITTEE

The Company established an audit committee in 1999 with
written terms of reference in compliance with the Listing Rules.
Its current members include three independent non-executive
directors, who are Mr.Yuen Wai Ho, Mr. Chen Song Sheng and
Ms. Zhou Mei Zhen.
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CORPORATE GOVERNANCE REPORT
ATEBHRESE

The audit committee is to make recommendation to the Board
on the appointment, re-appointment and removal of the
external auditor and any questions of resignation or dismissal,
their audit fees, matters relating to the independence of the
external auditor; to meet with the external auditor to discuss
the nature and scope of the audit,and matters of concern when
requested to do so by the external auditor; to review the interim
financial report and annual financial statements before they are
submitted to the Board; to discuss problems and reservations
arising from the interim review and final audit; any other matters
the external auditor may wish to discuss, to review the external
auditor’s management letter and management’s response; and
to consider any findings of major investigations of internal
control matters as delegated by the Board on its own initiative
and management’s response.

BERZEGEMINERBM 2 RE  BEFE
EREER « kB IR (A Bk A% A At B =k
BURZIZERD - B - SN EED 2
BYMSFTERNEFTSRMHEEL  HINEZ
SREDFI & 5 AL T 2 M E S S B % e S
BB EREEREER - BHP MG
BENEFUHERENELZ2EEE  iH
BRPHENMFEERARERZABR
REBER - RAEAIMNEZBEN R w2 Hith
EE BRINEZBMBERE 2 K RE
BEZOE : NEFEFSRHRBEARE
TZABAEERREEE ZOE -

The audit committee met two times in 2007. Individual BTXEZEEHE T - FHBIT - AEZE
attendance of each committee member is set out as below: BeeF% BRNKECHESHETIHNT !
Attendance i fE &

Mr. Chen Song Sheng 22 BREBEE 2/2

Ms. Zhou Mei Zhen 22 FAE®/ME 2/2

Ms.Wang Li Yun (i) 172 EEZE/NE (i) 1/2

Mr.Yuen Wai Ho (ii) 172 BEZEE (i) 1/2

Notes: BEsE -

()  Resigned as independent non-executive director on 14 (i) WR-ZZ+FENATNBBEEBYIFNTT
September 2007. g%

(i)  Appointed as independent non-executive director on 14 (i) R-ZZLFNATWNBZTAEBILIEHR
September 2007 TESE -

To fulfil its responsibilities, the audit committee has met with
the external auditor to discuss the general scope of their audit
work and has reviewed the Group's unaudited interim results
for the period ended 30 June 2007 and annual audited results
for the year ended 31 December 2007 and was of the opinion
that the preparation of such results complied with the applicable
accounting standards and requirements and that adequate
disclosure have been made.
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CORPORATE GOVERNANCE REPORT

REMUNERATION COMMITTEE

The Company established a remuneration committee in
September 2005 with written terms of reference in compliance
with the Listing Rules. It comprises an executive director, Mr.Chiu
Kong and two independent non-executive directors, Ms. Zhou
Mei Zhen and Mr.Yuen Wai Ho.

The remuneration committee is responsible for formulating and
recommending remuneration policy to the Board and determining
the remuneration of directors and members of senior management
in accordance with their duties and market conditions. as well
as reviewing and making recommendations on the Group’s bonus
structure, provident fund and other compensation-related issues.

The remuneration committee met once in 2007. Individual
attendance of each committee member is set out as below:

AT EBRESE

HFMESE

ARRR-ZBZERFNAKRL —EHFMEER
T FHERE S 2RI E EMARA - H
RAEXKEBRERTESHENSERMNEIBL
FRTEZRFEZNEARREREL -

FMEZESARHEIFMBRLAERRD
Z# - REEFERAKESREEABZRE
BENTORMERTEHM - ARSI QA2
AS  AREREMERFM I EERER
e -

YTNEZEeE ST HFHBITAEZEY
eF HAEAXNERBENEBZHFEEET
SRION

Attendance e =
Executive Director HITEE
Mr. Chiu Kong /1 A 1/1
Independent Non-Executive Director BUFHITESE
Ms. Zhou Mei Zhen AR ESZUN | 1/1
Mr.Yuen Wai Ho 1717 BExRLE 11

NOMINATION COMMITTEE

The Company established a nomination committee in
September 2005 with written terms of reference in compliance
with the Listing Rules.It comprises an executive director, Mr.Chiu
Kong and two independent non-executive directors, Ms. Zhou
Mei Zhen and Mr.Yuen Wai Ho.

The nomination committee is responsible for formulating policy
and making recommendations to the Board on nomination,
appointment of directors and Board succession, develops
selection procedures for candidates, reviews the size, structure
and composition of the Board and assesses the independence
of independent non-executive director.
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CORPORATE GOVERNANCE REPORT
ATEBHRESE

The nomination committee adopts certain criteria and
procedures in the nomination of new directors.The major criteria
include the candidates’ professional background especially their
experience in the industry of the Group’s business ; their financial
and past track record with other similar companies; and the
recommendations from the management team and other
knowledgeable individuals. The nomination committee will
shortlist the candidates and then submit to the Board for final
approval.

The nomination committee met once in 2007. Individual
attendance of each committee member is shown below:

RAZEBGRMAE TR RI2Fr AYKE K
BEFEREAN  AEREIEZBEREESZA
ENEXESR  LEREAREMEITEN
KB ZRATREMBUAR TEZWH
iRz  Y2EBEREREME
B THHRE - REZEERBELKRAR
2E - BRESSFO&REILE-

RELZEeE T +FEHBITKEE"
&% HBEEKEMEEXNE ZHESZEL
$EaNR

Attendance tH g 2
Executive Director BITEE
Mr. Chiu Kong /1 A 1/1
Independent Non-Executive Director BIUFHITEE
Ms. Zhou Mei Zhen ITARESZUN 1/1
Mr.Yuen Wai Ho 1717 BERLE 1/1

During the meeting, the nomination committee had reviewed
the structure, size and composition of the Board, considered the
suitability of the appointment of a non-executive director,
assessed whether the independence of independent non-
executive directors comply with the relevant requirements
under the Listing Rules, and the suitability of the re-election of
the directors who are subject to retirement and re-election at
the annual general meeting.
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CORPORATE GOVERNANCE REPORT

INTERNAL CONTROL

The Board has overall responsibility for maintaining sound and
effective internal controls to safeguard the Group’s assets and
shareholders’interest. The Board conducts regular review of the
Group’s internal control system.

The system includes a well-established organizational structure
with clearly defined lines of responsibility and authority, which
is designed to safeguard assets from inappropriate use, maintain
proper accounts and ensure compliance with regulations.
Executive management is directly responsible for implementing
the strategy and policies adopted by the Board, and for all the
Group’s activities.

The Board monitored the Group’s progress on corporate
governance practices throughout the year under review.
Periodic meetings were held, and circulars or guidance notes
were issued to directors and senior management where
appropriate, to ensure awareness of best corporate governance
practice.

The Board assessed the effectiveness of internal controls by
considering reviews performed by the audit committee,
executive management and external auditor.The Board believes
that the present internal control system is adequate and
effective.

AUDITOR’S REMUNERATION

During the year, the remuneration paid to the Company’s auditor,
RSM Nelson Wheeler, is set out as follows:—

AT EBRESE

P ER B 4%

FEBAE RSB RERZ RIS
DURRS R B 2 S R 2 Flzs - I R
SRS R WK -

EERGRE—ERAABRE  BER
EEHPFIZENER  AUREBEELZT
EEMA #RZERERERANESE
S TREEAEERREESRER 2K
BRI WA ESEZEEE -

REBFER  EFRYIAELRERZHE
FRAETEEYFTHETERE  Ra@EBRT
MEENRRERABZEHASRES - A
BREAURECXREAERZEE -

EZRBBSEHERZES  THREEA
8 MOMNEZEIAD 2 B T N EPEE 2 A
RS - EFERBERB Z ABEIERSR
TR RBR -

ZRENEN =

FR - XN TFARRZEE S IREE ()
SEENEB 2B EIINT

Fee paid/payable Eft EfRER

HK$'000 TET

Audit services 950 EZRTE 950
Other services 380 E MRS 380
1,330 1,330
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CORPORATE GOVERNANCE REPORT
ATEBHRESE

DIRECTORS’ RESPONSIBILITY ON THE FINANCIAL
STATEMENTS

The directors of the Company acknowledge their responsibility
for preparing the financial statements for the year ended 31
December 2007, which were prepared in accordance with
statutory requirements and applicable accounting standards.

The reporting responsibilities of the external auditor on the
financial statements are set out in the “Independent Auditor’s
Report”on pages 32 to 36.
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DIRECTORS’ REPORT
EFEHRES

The directors herein submit their report together with the ZEZGEREAEEHEZE_ZTT+F+_-A
audited consolidated financial statements of the Group forthe =+—HIFFE 2 EF @ HEE NEEZLE
year ended 31 December 2007. EHMBEHEK -
PRINCIPAL ACTIVITIES EEER

The Company is an investment holding company.The activities AR F A —EIERELER AT EXZBWHEBEAQ
of its principal subsidiaries are set out in note 34 to the financial &) 2 2 & 5| B F R KT 5£34 -

statements.
SEGMENT INFORMATION sEEH
An analysis of the performance of the Group by principal AEBAEBEKHHE 2 E5 DT
activities is set out in note 8 to the financial statements. TEHRARMIFES ©
FIVE-YEAR FINANCIAL SUMMARY AERBHE
A five year financial summary of the Group is set out on page A%EEZ AFH M EH N FE 1008
100.
T 0
RESULTS AND APPROPRIATIONS RERTE

REBHE - TT+F+_A=+—HIF
B2 EERAEE 2P HARR D BIETI R
KR EITE9 B

The results of the Group for the year ended 31 December 2007
and the state of affairs of the Group are set out in the financial
statements on pages 37 to 99 respectively.

53 XIE B (ZEENE M) o
No dividend was recommended for the year (2006: Nil). AFETRBRERS NF )

RESERVES i

Movements in reserves of the Group during the year is set out ~ AEBRF A Z FEEEBHTI RV EHREE
in the financial statements on pages 40 to 41. 40E418 °

DISTRIBUTABLE RESERVES OF THE COMPANY EAT 53k E

At 31 December 2007, the Company had no reserves (2006:Nil) R-ZEZ+F+-_A=+—H AQRILE
available for distribution to shareholders. AMED IR TR EHE (ZEZRFE - 8E) -
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DIRECTORS’ REPORT
ESEHRESE

DONATIONS

No donations were made to charities by the Group during the
year (2006: Nil).

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group
during the year is set out in note 15 to the financial statements.

INVESTMENT PROPERTIES

Movements in investment properties of the Group including
pledge of assets during the year are set out in note 16 to the
financial statements. Particulars of investment properties of the
Group are set out on page 31.

PROPERTIES HELD FOR/UNDER DEVELOPMENT

Movements in properties held for/under development of the
Group during the year are set out in note 17 to the financial
statements. Particulars of properties held for/under
development of the Group are set out on page 31.

SHARE CAPITAL

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

BORROWINGS AND INTEREST CAPITALISED

Details of borrowings of the Group are set out in note 25 to the
financial statements.

No borrowing cost was capitalized in respect of property
development projects during the year (2006: Nil).

RETIREMENT BENEFITS SCHEME

The Group contributes to defined contribution retirement
schemes which are available to all employees.
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ACQUISITION AND DISPOSAL OF SUBSIDIARIES

Details of the acquisition and disposal of subsidiaries are set out
in notes 28 and 29 to the financial statements.

Details of the assets of a disposal group classified as held for
sale/liabilities associated with assets of a disposal group
classified as held for sale are set out in note 23 to the financial
statements.

EVENTS AFTER THE BALANCE SHEET DATE

Details of the events after the balance sheet date are set out in
note 33 to the financial statements.

DIRECTORS’ REPORT
EFEHRES

KEER HEMHMB AT
U BE K HEN B A E 2 TR T i SR Y
5F28529 o

NEHEIELEZHEHAEE M AEES
EHE HERALBEZRBA B2 FI5E
RS RR M 7E23 ©

GEHBEEH
EH AR EIE HERRE B RAN 33 -

MAJOR CUSTOMERS AND SUPPLIERS FEEFRRMIER
The information of turnover and purchases attributable tothe ANEFBTITEXPNHEFNAEE(HAEER
major customers and suppliers of the Group for the yearisas $§& RKEZFBSWOT -
follows:

2007 2006

—ETtE ZZTTRN
% %

Turnover HE
The largest customer AR 37 27
Five largest customers in aggregate A AZE 2% 98 67
Purchases o
The largest supplier RAHER 62 51
Five largest suppliers in aggregate o A i & 75 42 58 100 90

None of the directors and their associates or any shareholder
(who to the best knowledge of the directors, own more than
5% of the Company’s share capital) had interest in the above
customers and suppliers at any time during the year.
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DIRECTORS’ REPORT
ESEHRESE

DIRECTORS

The directors during the year and up to the date of this report
were:

Tong Shi Jun, Chairman
Zhao Lishen

Chiu Kong

Huang Ling

Zhu Jun

Chen Song Sheng*
Zhou Mei Zhen*

Wang Li Yun* (Resigned on 14 September 2007)
Yuen Wai Ho* (Appointed on 14 September 2007)
* Independent non-executive director

Ms.Zhu Jun and Ms.Zhou Mei Zhen retire from office by rotation
at the forthcoming annual general meeting in accordance with
bye-laws No.87 of the Company, being eligible, offer themselves
for re-election.

Mr.Yuen Wai Ho retires from office at the forthcoming Annual
General Meeting in accordance with Bye-Laws No.86 of the
Company, being eligible, offer himself for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
within one year without payment of compensation other than
statutory compensation.
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DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2007, none of the directors and chief
executive of the Company had, under Part XV of the Securities
and Futures Ordinance, nor were they taken to or deemed to
have under such provisions of the Securities and Futures
Ordinance, any interests in the shares of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance) or any interests which are
required to be entered into the register kept by the Company
pursuant to section 352 of the Securities and Futures Ordinance
or any interests which are required to be notified to the Company
and The Stock Exchange of Hong Kong Limited pursuant to the
Model Code for Securities Transactions by Directors of Listed
Companies in the Listing Rules.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director had a material
interest subsisted, either directly or indirectly at any time during
the year.

COMPETING INTERESTS

As at 31 December 2007, none of the directors or the managing
shareholders or any of their respective associates of the Company
had an interest in a business that competed or might compete
with the business of the Group directly or indirectly.
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DIRECTORS’ REPORT
ESEHRESE

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, according to the register of interests
kept by the Company under section 336 of Securities and
Futures Ordinance, and so far as was known to the directors or
chief executive of the Company, the following persons had an
interest or short position in the shares or underlying shares
which would fall to be disclosed to the Company under the
provisions of Division 2 and 3 of Part XV of the Securities and
Futures Ordinance:

FEIRR

R-BE+EFE+-_A=+—0  REAXQF
REHFREENIEIB6IFTFE ZERERD
MR RIBEER AR TITHRERKF - T
AT SABER DTS BRBEEFES R
BAEE B SEXVER S 2 K2 30 BRI R AN B3
BEoEREKRE

Approximate
percentage

or attributable
percentage of
shareholdings

¥ h%
Name of shareholder Note Nature of interest Total BaEatt
R EZHE B 5 EaE Ek ] HEEE DL
(%)
(Note 3)
(F$5E3)
Great Capital Holdings 1 Beneficial owner 429,162,000 (L) 26.30%
Limited (“GCH") E=EAA
Mr. Hung Ka Faat 2 Interest of a controlled 405,280,000 (L) 24.83%
R IS4 corporation
SEFAE 2 B
Sinowin Enterprises 2 Beneficial owner 405,280,000 (L) 24.83%
Limited (“SEL") E=EAA
Access Achievement 2 Person having security 405,280,000 (L) 24.83%
Limited interest in Shares
BREERROEZ2 AL
Hong Long Holdings 2 Person having security 405,280,000 (L) 24.83%
Limited interest in Shares
BIEZERBR AT BERMR O ERDE 2 AT
Zhang Sugian Beneficial owner 272,000,000 (L) 16.67%
REF BEm#EA A
(L) Long position
L) &FE
i gL : 3 -%
. 4.8 [
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Notes: B 5T -

(1) 264,162,000 Shares out of 429,162,000 Shares have been pledged (1)  #£429,162,0000% i {5 F1 -~ GCHE K 38 £ rh
by GCH to secure banking facilities for the group companies of Z.264,162,000i% B 17 - LAE{S H & E A 7
GCH. ZIRITIEE °

(2)  Mr.Hung Ka Faat beneficially owns and controls SEL. All of the  (2) FERELEEFHEA M %‘JSEL SELE K

Shares have been pledged by SEL to Access Achievement Limited, WEMRO TREZERERAT Z2EN
a wholly-owned subsidiary of Hong Long Holdings Limited, both J& /A ] Access Achievement Limited - @ T}ﬁ
of them are deemed to have interest in the capacity of person BHERHEEN  BEZERERA

having security interest in the 405,280,000 Shares by virtue of Access Achievement Limited¥31% {E LA?—rﬁ
the SFO. ERRODEZZALTZEODEE

405,280,000/% i 10 < #Ezs ©

(3)  For the purpose of this section, the shareholding percentagein ~ (3) FAEME * RARB ZHKRE D ELTIA

the Company is calculated on the basis of 1,632,000,000 Shares 1,632,000,000/% B 21T 1 R E LT E -
inissue.
Save as disclosed above, so far as are known to the directors, [ FXPrEIN  MEZH - R+

the Company has not been notified of any interest in theissued #®+—-F=+—H - Kﬁﬂﬁﬁﬁ?ﬁ%ﬂ@@ﬂ
share capital of the Company required to be recorded under ZBIZFEA N HEEHIE3B6IEFIAE L 2K
section 336 of the Securities and Futures Ordinance as at 31 QA &2 31T AREZS -

December 2007.

PRE-EMPTIVE RIGHTS BBEE

There is no provision for pre-emptive rights under the AKX 7 ZEZRAME kB EE LGN EE LB
Company’s bye-laws or the law in Bermuda. BREZIRK -

PURCHASE, SALE OR REDEMPTION OF SHARES RE HExERkK
Neither the Company nor any of its subsidiaries purchased, sold ~ ANFE XA AR KEERHFE AT HEmES

or redeemed any of the Company’s shares during the year. HENERIARNT ZEMKD
MANAGEMENT DISCUSSION AND ANALYSIS EHEST R A DT
A management discussion and analysis of the Group's annual FBREANEEFEEiE 7 EBEF RO
results is shown on pages 7 to 11. MRE7E11E °
CORPORATE GOVERNANCE REPORT ASEBRREE
A corporate governance report is shown on pages 15 to 22. NAEBMEEZHANEI15222H
B
29 B ERIERERA T
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ESEHRESE

AUDIT COMMITTEE

The audit committee of the Company comprises three
independent non-executive directors. The committee has
reviewed the accounting principles and practice adopted by the
Group and discussed with the management regarding auditing,
internal control and financial reporting matters including the
review of the Company'’s audited results for the year ended 31
December 2007.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of its directors, the directors
confirmed that the Company has maintained the amount of
public float as required under the Listing Rules during the year
and up to the date of this report.

AUDITOR

A resolution for re-appointment of RSM Nelson Wheeler as
auditor of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the Board
Tong Shi Jun
Chairman

Hong Kong, 16 May 2008
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PARTICULARS OF PROPERTIES
ERYEME

Attributable
beneficial interest Floor
to the Group area m?
Investment properties XEEES HEERE Type Lease term
BAnE B FHx ] AEEY
1. Shops 4A, 4B and 4E on level 4, 100% 12,878 C Medium lease
Liwan Plaza & hEHE
At the border between
Shang Xia Jiu Road,
Chang Shou Road with
De Xing Road and
Kang Huang Road, Guangzhou
HEES
FAE4A - ABRAETEE
EMEE ETABRRSE -
HEEERREER
2. The 40/F to 43/F and 45/F of 100% 6,098 H Medium lease
Royal Mediterranean Hotel BIE REIEE
Southern side of Zhongshan Da Road,
Shi Pai, Tianhe, Guangzhou,
Guangdong Province, the PRC
BN 3t B B R R I
FA0-BERF45E
HEERE
BN RA AR A L K&
Attributable Estimated
beneficial interest Floor date of
to the Group area m? completion
Properties held for/under development FREEG BEEE Type HE-2A
BEEER/BRTYE BRER EHK L) BE
3. Holiday Bay Chaohu Phase | 100% 111,595 C/CP/O/RH Mid of 2010
Zhongmiao Town, Chaohu City, w8/ 2010565
Anhui Province, the PRC /B
EWMRAKE—H
MEZHE
EWm T EE
(including a site area of 100,155 M? acquired in January 2008
B 4E20084F 1 A% 15 2 M A2 I 15 100,155°F 77 K)
4. Jiangnan Nam Fong Garden 50% 105,766 C/CP/R End of 2009
Phase Il, Guangzhou B/ B/ 2009F FIE
No. 168-170
Chang Gang Zhong Road
Guangzhou

EMNImiEntEE 8

B B R 58 168-170%;

(This project is held by the Group’s jointly controlled entities. On 5 March 2008, a conditional sale and purchase agreement was
entered to dispose of the Group's investments in jointly controlled entities.

HHEMARE HRAZEHERRE -R-ZT/\F=RLA  AEECEF-NERUEERE  HEANAREHER

ZIRE 0)
C-Commercial CP-Car park O-Office R-Residential H-Hotel
B —Ex E—1EEE WA E E—2F=E B — 8 5

%

.
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INDEPENDENT AUDITOR’S REPORT
G NRER ST

RSM Nelson Wheeler
PRIz EE(EB)GMEHEAM

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

NAM FONG INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Nam
Fong International Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 37 to 99, which comprise the consolidated balance sheet
as at 31 December 2007, and the consolidated income
statement, consolidated statement of changes in equity and
consolidated cash flow statement for the year then ended, and
a summary of significant accounting policies and other
explanatory notes.

Directors’ responsibility for the financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely
to you, as a body, in accordance with section 90 of the Companies
Act 1981 of Bermuda and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. Except for the limitation
in the scope of our work as described in the “Basis for qualified
opinion” paragraphs, we conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the HKICPA.Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as
to whether the financial statements are free from material
misstatement.

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

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT
G NRER ST

Basis for qualified opinion

(1)

Scope limitation — Prior year audit scope limitation
affecting corresponding figures

As previously explained in our report dated 30 May 2007
on the Group’s financial statements for the year ended
31 December 2006, due to lack of certain books and
records of an ex-subsidiary, Guangzhou Suinan Property
Development Company Limited (“GZ Suinan”), which was
disposed of during the year ended 31 December 2006, we
were unable to assess as to whether GZ Suinan’s turnover,
the loss on disposal of investment properties held by
GZ Suinan and GZ Suinan’s loss for the year of
approximately HK$9,839,000, HK$55,188,000 and
HK$60,595,000 respectively, and the gain on disposal of
GZ Suinan of approximately HK$123,323,000 included in
the consolidated income statement of the Group for the
year ended 31 December 2006, were free from material
misstatements; and as to whether the related amounts
recorded in the consolidated cash flow statement and the
related amounts disclosed in the notes to the financial
statements in respect of GZ Suinan for the year ended
31 December 2006 were free from material misstatements.
In addition, we were unable to satisfy ourselves that the
analysis of net liabilities of approximately HK$150,257,000
of GZ Suinan as at the date of disposal was free from
material misstatement. We qualified our opinion on the
financial statements for the year ended 31 December 2006
in respect of this scope limitation accordingly.

Any adjustments that might have been found necessary
in respect of the above would have had a consequential
impact on the related amounts recorded in the
consolidated income statement and in the consolidated
cash flow statement; and the related disclosures thereof
for the year ended 31 December 2006.
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(2)

INDEPENDENT AUDITOR’S REPORT

Scope limitation — Prior year audit scope limitation
affecting opening balances

As previously explained in our report dated 30 May 2007
on the Group’s financial statements for the year ended
31 December 2006, we were not provided with sufficient
evidence regarding the recoverability of certain
investment properties, the legal title of which were held
by GZ Suinan, with total carrying value of approximately
HKS$122,400,000 as at 31 December 2006. The
abovementioned properties were frozen by the court in
respect of GZ Suinan’s additional tax of approximately
RMB10,361,000 together with interest and penalty levied
by the Taxation Bureau of Guangzhou City and GZ Suinan’s
overdue payment of approximately RMB5,000,000 due to
a creditor. Accordingly, we were unable to satisfy ourselves
as to whether the abovementioned properties were fairly
stated in the consolidated balance sheet as at
31 December 2006. We qualified our opinion on the
financial statements for the year ended 31 December 2006
in respect of this scope limitation accordingly. As further
detailed in note 16(d) to the financial statements, during
the current year, the Group disposed of the
abovementioned properties (after recording a fair value
loss of approximately HK$20,400,000) for a total
consideration, net of selling expenses, of approximately
HK$69,965,000. Accordingly, a loss on disposal of
investment properties of approximately HK$32,035,000
was charged to the consolidated income statement in the
current year.

Any adjustments that might have been found necessary
in respect of the above would have had a consequential
impact on the opening balances of net assets of the Group
asat 1 January 2007, the Group's results for the years ended
31 December 2007 and 2006 and the related disclosures
thereof in the financial statements.
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Qualified opinion arising from limitation of audit scope

In our opinion, except for the effects of any adjustments that
might have been determined to be necessary had we been able
to obtain sufficient evidence concerning the corresponding
figures mentioned in point 1 of the “Basis for qualified opinion”
paragraphs; and the opening balances mentioned in point 2 of
the “Basis for qualified opinion” paragraphs, the consolidated
financial statements give a true and fair view of the state of
affairs of the Group as at 31 December 2007 and of the Group’s
results 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.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

16 May 2008
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CONSOLIDATED INCOME STATEMENT
mEWmR

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

2007 2006
—TEtE —ETRF
Note HK$’000 HK$’000
Bt 5 TFHET FHET
Turnover 3 6 12,254 23,406
Rental outgoings iR g (4,912) (7,317)
Gross profit EH 7,342 16,089
Other income H A 7 11,355 58,855
Loss on disposal of investment HEREE
properties B (32,035) (69,322)
Fair value losses on investment KEMEZNTFE
properties B8 (16,941) (36,912)
Administrative expenses THEA (13,156) (13,965)
Other operating expenses HEp &g (4,115) (10,885)
Loss from operations HEEHE (47,550) (56,140)
Finance costs A& PR AR 9 — (519)
Share of profits of jointly controlled [ {5 £ [R5 | & 88 ~
entities S ) 6,533 —
Gain on disposal of subsidiaries HE M B A R 29 49,795 123,323
Profit before tax B& Bt B ik F 8,778 66,664
Income tax P15t 10 (1,117) (6,596)
Profit for the year AEERF 11 7,661 60,068
Basic earnings per share BREXRF 14 0.55 cents fll 4.42 cents 1l

37

5 Bl R A IR A A&



CONSOLIDATED BALANCE SHEET
HEEERER

At 31 December 2007
RZEZE+F+_RA=+—H

2007 2006
—ETtE TEERF
Note HK$’000 HK$'000
B 5 TET FET
Non-current assets REEE
Property, plant and equipment L E NN 15 4 18
Investment properties "EYZE 16 181,622 198,000
Properties held for/under BFEEEEEEHR
development S 17 7,696 242,000
Goodwill Fﬁ & 18 4,520 —
Investments in jointly controlled RERZEGIE 2
entities ®E 19 73,630 —
Deposit for acquisition of s TP A2
land use rights b 10,684 —
Prepayments for removal and FELZER/EEHR
relocation costs TEH IR 21,000 —
Prepayments for construction contract &4 #4781 5K — 9,600
299,193 449,618
Current assets REBEE
Accounts receivable JE Y BR 5K 20 1,080 —
Consideration receivable JE AR AE X 21 66,073 —
Amount due from a jointly JE W — R L R 4% )
controlled entity BERNIE 19 125,815 —
Prepayments, deposits and BRNRIE FTek
other receivables E fth JiE Uy 118 781 3,805
Bank and cash balances RITRIR A 22 2,186 8,218
Assets of a disposal group IR EIEHEZ
classified as held for sale HEHEEE 23 — 184,012
195,935 196,035
Current liabilities nBEE
Accounts payable JETBR SR 24 — 36,595
Accruals and other payables JEETB R M E M ERFE 12,893 72,312
Short-term borrowings REEE 25 — 9,000
Current tax liabilities AHAT IR B & 1,117 305
Liabilities associated with assets of %Il BiFBEHE ~
a disposal group classified HEHEEEZ
as held for sale HEaE 23 — 95,344
14,010 213,556
f Lo ...:.% "
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CONSOLIDATED BALANCE SHEET
HEHAEREBRR

At 31 December 2007
RZEZE+F+=—A=+—H

2007 2006
—ETtE ZEERF
Note HK$’000 HK$’000
Mg 7E FHERT FAT
Net current assets/(liabilities) RBHBE (AR FHE 181,925 (17,521)
Total assets less current liabilities (EBERREE R 481,118 432,097
Non-current liabilities EREBEE
Deferred tax liabilities BREBIBEE 26 3,791 —
NET ASSETS EEFE 477,327 432,097
Capital and reserves EERRGHEE
Share capital [N 27 163,200 136,000
Reserves {1 314,127 296,097
TOTAL EQUITY gL 477,327 432,097
Approved by the Board of Directors on 16 May 2008. RZZBEZENFRAATBEHESSIE -
Tong Shi Jun Chiu Kong
&ty e
Director Director
EFE EFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FEERMBEBR

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

Exchange
fluctuation
reserve
relating to
a disposal
group
dlassified as
held for sale
Reserveon  Exchange EH5E
Share Share merger  fluctuation FHHEHEZ  Accumulated
capital premium  accounting reserve  HEHAY losses Total
& kiiEE AHREHE SERDEE SMERBHE Rithh L E]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn kR kR TR TR TR TERL
Note (a) Note (b)
B3t ) HizE(b)

At 1 January 2006 R-EErE-A-H 136,000 906,000 (101,922) (47,633) - (564,087) 328358
Translation differences EizE - - - 6,737 - - 6,737
Net income recognised directlyin EZ R EXFERZ

equity FHA - - - 6,737 - - 6,737
Profit for the year REEET - - - - - 60,068 60,068
Total recognised incomeand ~~ AFEEBAUAR

expense for the year BReR - - - 6,737 - 60,068 66,805
Released on disposal of HE—-FBHELR

a subsidiary MER - - - 36,934 - - 36,934
Transfer g3 - - - 33 (332) - -
At 31 December 2006 and RZBENETZA=T-H

1 January 2007 R-ZE+4-A-B 136000 906000 (101,922 3630) B3) M09 42007
Translation differences ERZE - - - 7408 - - 7408
Share of reserve movementof ~ EF AR HHEE

jointly controlled entities e - - - 4460 - - 4,460
Net income recognised directlyin EZ R EXFERZ

equity FHA - - - 11,868 - - 11,868
Profit for the year REEET - - - - - 7,661 7,661
Total recognised incomeand ~~ AFEEBAUAR

expense for the year BReR - - - 11,868 - 7,661 19,529
Issue of shares (note 27) % () 27,200 - - - - - 27,200
Released on disposal of HENBRT

subsidiaries k-3 - - - (1831) 33 - (1,499)
At 31 December 2007 RZFFtETZA=+-8 163,200 906,000 (101,922) 6,407 - (496,358) 411307
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i o -{ U v 1 3 TP
J ) 3 S

Nam Fong International Holdings Limited 40 . ol PR | b

Annual Report 2007



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GEERmBEBR

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

Note: MEaE -

(a) Reserve on merger accounting (a) EHERBRE
The reserve on merger accounting was set up upon the share EOIRE RERA R FRBRD IR
swap for the Company to acquire its subsidiaries. HIfBARIRE -

(b) Exchange fluctuation reserve (b) SMPEFEENHEE
The exchange fluctuation reserve comprises foreign exchange SN BN R E R R B Bl AN E TS A AR P
differences arising from the translation of the financial EEZERZHEENX -  ZHERBEY B R
statements of foreign operations. The reserve is dealt with in RMTFE3(AET 2 EEHBERERRE -

accordance with the accounting policies set out in note 3(d) to
the financial statements.
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CONSOLIDATED CASH FLOW STATEMENT
:-V\éfﬁﬁiﬁiﬁ

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

2007 2006
—BTtE ZETRF
Note HK$'000 HK$'000
liks3 FET FAT
CASH FLOWS FROM OPERATING REEZESHZ
ACTIVITIES ReRE
Profit before tax BR 750 B A 8,778 66,664
Adjustments for: EHETIRIE -
Finance costs BE KA = 519
Interest income FMEKA (156) —
Written back of accruals and EEtER K
other payables H A 8 A< FRI8 2 4% (143) (1,105)
Written back of allowance for FEWFRIB R4
receivables [E] = (613)
Depreciation e 1 29
Gain on disposal of subsidiaries HEWB QAW 29 (49,795) (123,323)
Loss on disposal of investment HEREME
properties 58 32,035 69,322
Reversal of impairment losses on BEEER BEHR
properties held for/under VIEJRIEN S|
development [a] % = (56,886)
Fair value losses on investment BREWME 2 AFE
properties 58 16,941 36,912
Excess of fair value of net assets PEEEFEZ
acquired over cost of acquisition NS R ER Rl g
of a subsidiary MEBARIKAZZRE 28 (8,772) —
Share of profits of jointly controlled ~ fE{f £ EEH E 2~
entities ikl (6,533) —
Operating loss before working Rt EERETAZ
capital changes KEEE (7,634) (8,481)
Increase in prepayments for BESKNERN
construction contract FRIAIE N — (9,600)
Increase in deposit for acquisition Wb Tt f5F R 2
of land use rights ‘eI N (10,684) —
Increase in properties held for/under & E%EE
development BRI (20,607) (647)
Increase in accounts receivable, FEUBR R ~ B RIE -
prepayments, deposits and other al & READEU
receivables FRIAIE N (7,497) (1,861)
Decrease in accounts payable, R - EEtEA K
accruals and other payables # H At JE AN SRIE R D # (12,232) (53,586)
Net cash used in operating activities A& & EENFTFEIR & F 58 (58,654) (74,175)
' 3
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CONSOLIDATED CASH FLOW STATEMENT
'lv\éiﬁﬁiﬁiﬁ

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

2007 2006
—ETtE “TEREF
Note HK$'000 HK$'000
B 5 T FHETT

CASH FLOWS FROM INVESTING REBREEHZ

ACTIVITIES RERE
Interest received BFH & 156 —
Purchase of property, plant and BEME  BER

equipment B (36) —
Net proceeds from disposal of HEREYFE

investment properties FTiS IR 558 — 30,000
Consideration received EWRE 3,892 —
Acquisition of subsidiaries W g Fff B8 1 7] 28 (114,992) —
Deposit received for disposal of HE—RIB AR

a subsidiary # Bl e — 20,000
Disposal of subsidiaries HEHE A A 29 173,959 9,449
Net cash generated from investing RERME

activities REFE 62,979 59,449
CASH FLOWS FROM FINANCING REREEHZ

ACTIVITIES RERE
Deposit received from subscription * & B0 2 & Wiz * - 27,200
Repayment of short-term borrowings & & HifE & (9,000) (2,451)
Interest paid FMERX - (519)
Net cash (used in)/generated from BMEEY (TFE)

financing activities FIBIR& F58 (9,000) 24,230
NET (DECREASE)/INCREASE IN ReRBL%HEER

CASH AND CASH EQUIVALENTS FHEGRY) (4,675) 9,504
Effect of foreign exchange rate changes [ R & &) 5/ & (1,367) (1,806)
CASH AND CASH EQUIVALENTS R—A—BZEE&R

AT 1 JANUARY Re&%EER 8,228 530
CASH AND CASH EQUIVALENTS R+=-RA=+—BZ2ZH%

AT 31 DECEMBER k&% EHER 2,186 8,228
ANALYSIS OF CASH AND CASH ReERFLEE

EQUIVALENTS EHZOH
Bank and cash balances IR1T MR &5k 2,186 8,218
Bank and cash balances included in 5| RIS EEHE Z

assets of a disposal group HEHGEEMBE

classified as held for sale ZIRITRIRE 23 — 10

2,186 8,228

# In 2006, a cash deposit of HK$20,000,000 for disposal of a  # RZZEERF  AEERLE—RHWBAR

subsidiary received by the Group was included in accruals and AJUER 2 —%520,000,0008 LI £ 32 E T E
other payables. The amount was included in cash flows from FEREGT BRI EMERNFIAR « ZFIA
operating activities in the prior year. Reclassification is made in B ALFERELEFH RERE °
order to provide a more appropriate presentation in the current BTRAFERH—EESENE®R - i
year. EITEHNDE -

* In 2006, a cash deposit of HK$27,200,000 for subscription of ~ * RZZERNF AEERRBEROKEZ
N shares received by the Group was included in accruals and other —5827,200,0008 7T IR £ 12 ® Jh B IR EET
. payables. B LREAMERNRIEF -
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NOTES TO THE FINANCIAL STATEMENTS

At F5 R R M RE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

1.

GENERAL INFORMATION

The Company was incorporated in Bermuda as an
exempted company with limited liability under the
Companies Act of Bermuda.The address of its registered
office is Clarendon House, 2 Church Street, Hamilton HM
11,Bermuda.The address of its principal place of business
is Room 1901, 19th Floor, Office Tower, Convention Plaza,
1 Harbour Road, Wanchai, Hong Kong. The Company’s
shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The
principal activities of its principal subsidiaries are set out
in note 34 to the financial statements.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all of the new
and revised Hong Kong Financial Reporting Standards (the
“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants that are relevant to its operations and
effective for accounting periods beginning on or after 1
January 2007. HKFRSs comprise all applicable individual
Hong Kong Financial Reporting Standards; Hong Kong
Accounting Standards; and Interpretations. The adoption
of these new and revised HKFRSs did not result in
substantial changes to the Group’s accounting policies and
amounts reported for the current year and prior years.

The Group has applied the disclosure requirements under
Hong Kong Accounting Standard 1 (Amendment) “Capital
Disclosures”and Hong Kong Financial Reporting Standard
7 “Financial Instruments: Disclosures” retrospectively.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective.The Group has commenced
considering the potential impact of those new HKFRSs but
is not yet in a position to determine whether they will have
a significant impact on how the results of operations and
financial position are prepared and presented.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in
accordance with HKFRSs, accounting principles generally
accepted in Hong Kong and the applicable disclosures
required by the Rules Governing the Listing of Securities
on the Stock Exchange and by the Hong Kong Companies
Ordinance.

These financial statements have been prepared under the
historical cost convention, as modified by the revaluation
of investment properties which are carried at their fair
values.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain key assumptions and
estimates. It also requires the directors to exercise its
judgements in the process of applying the accounting
policies.The areas involving critical judgements and areas
where assumptions and estimates are significant to these
financial statements are disclosed in note 4 to the financial
statements.

The significant accounting policies applied in the
preparation of these financial statements are set out
below.

(a) Consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries made up to 31 December. Subsidiaries
are entities over which the Group has control.Control
is the power to govern the financial and operating
policies of an entity so as to obtain benefits from its
activities.The existence and effect of potential voting
rights that are currently exercisable or convertible
are considered when assessing whether the Group
has control.

Subsidiaries are fully consolidated from the date on

which control is transferred to the Group.They are
de-consolidated from the date the control ceases.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(b)

Consolidation (Continued)

The gain or loss on the disposal of a subsidiary
represents the difference between the proceeds of
the sale and the Group’s share of its net assets
together with any goodwill relating to the subsidiary
which was not previously charged or recognised in
the consolidated income statement and also any
related accumulated exchange fluctuation reserve.

Inter-company transactions, balances and unrealised
profits on transactions between group companies
are eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

Business combination and goodwill

The purchase method of accounting is used to
account for the acquisition of subsidiaries by the
Group.The cost of an acquisition is measured as the
fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date
of exchange, plus costs directly attributable to the
acquisition. Identifiable assets, liabilities and
contingent liabilities of the subsidiary in an
acquisition are measured at their fair values at the
acquisition date.

The excess of the cost of acquisition over the Group's
share of the net fair value of the subsidiary’s
identifiable assets, liabilities and contingent liabilities
is recorded as goodwill. 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 is recognised in the consolidated income
statement.
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NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

(c)

Business combination and goodwill (Continued)

Goodwill is tested annually for impairment and
carried at cost less accumulated impairment losses.
Impairment losses of goodwill are recognised in the
consolidated income statement and are not
subsequently reversed. Goodwill is allocated to cash-
generating units for the purpose of impairment
testing.

Joint venture

A joint venture is a contractual arrangement whereby
the Group and other parties undertake an economic
activity that is subject to joint control. Joint control
is the contractually agreed sharing of control over
the economic activity when the strategic financial
and operating decisions relating to the activity
require the unanimous consent of the parties sharing
control (the “venturers”).

A jointly controlled entity is a joint venture that
involves the establishment of a separate entity in
which each venturer has an interest.

Investment in a jointly controlled entity is accounted
for in the consolidated financial statements by the
equity method of accounting and is initially
recognised at cost. Identifiable assets, liabilities and
contingent liabilities of the jointly controlled entity
in an acquisition are measured at their fair values at
the acquisition date. The excess of the cost of
acquisition over the Group’s share of the net fair
value of the jointly controlled entity’s identifiable
assets, liabilities and contingent liabilities is recorded
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 is recognised in the
consolidated income statement.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Joint venture (Continued)

The Group's share of a jointly controlled entity’s post-

3.

FESTBE @

(c)

BEQT (&)

$%IFE{£HSZE%1§ LR H BB

acquisition profits or losses is recognised in the ZERNEE R TP ER -
consolidated income statement, and its share of the eI 18 2 REEZ BN /\fﬁ
post-acquisition movements in reserves is HHER - WEEZZBEHN

recognised in the consolidated reserves. The
cumulative post-acquisition movements are
adjusted against the carrying amount of the
investment. When the Group’s share of losses in a
jointly controlled entity equals or exceeds its interest
in the jointly controlled entity, including any other
unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or
made payments on behalf of the jointly controlled
entity.

The gain or loss on the disposal of a jointly controlled
entity represents the difference between the
proceeds of the sale and the Group's share of its net
assets together with any goodwill relating to the
jointly controlled entity which was not previously
charged or recognised in the consolidated income
statement and also any related accumulated
exchange fluctuation reserve.

Unrealised profits on transactions between the
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BRERNARZENERZ EE (8
TR E o S AR Wk IR) - Rl
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Al R FE 4R B U2 5 P 2 s B i
MZT?:H%F% (RIEHIER A

AR AR A B REHIMNE K ED
Eﬁﬁ

AEEEHEFESERE MR

Group and its jointly controlled entities are SEEZARERYR  BAEE
eliminated to the extent of the Group’s interests in TEHFEESEE o= - B
the jointly controlled entities. Unrealised losses are IRGIRHBFBEZRAMERE &

also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Accounting policies of jointly controlled entities have
been changed where necessary to ensure
consistency with the policies adopted by the Group.
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3.

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Foreign currency translation

(i)

(ii)

(iii)

Functional and presentation currency

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

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are
translated into the functional currency using
the exchange rates prevailing on the
transaction dates. Monetary assets and
liabilities in foreign currencies are translated at
the rates ruling on the balance sheet date.
Profits and losses resulting from this translation
policy are included in the income statement.

Translation on consolidation

The results and financial position of all the
Group entities that have a functional currency
different from the Company’s presentation
currency are translated into the Company'’s
presentation currency as follows:

— Assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EEEFEER®
(Continued)
(d) Foreign currency translation (Continued) (d) SME]RE (&)
(iii) Translation on consolidation (Continued) (iii) ZEBREZHRE (&)

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

— All resulting exchange differences are
recognised in the exchange fluctuation
reserve.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign entities and of borrowings are
recognised in the exchange fluctuation reserve.
When a foreign operation is sold, such
exchange differences are recognised in the
consolidated income statement as part of the
profit or loss on disposal.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity and
translated at the closing rate.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEHEE ®
(Continued)
(e) Property, plant and equipment (e) Y% - BERRE

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

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

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost
less their residual values over the estimated useful
lives on a straight-line basis. The principal annual
rates are as follows:

Office equipment, furniture 20% - 25%
and fixtures
Motor vehicles 15% - 20%

The residual values, useful lives and depreciation
method are reviewed and adjusted, if appropriate, at
each balance sheet date.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant
asset, and is recognised in the income statement.

Investment properties

Investment properties are land and/or buildings held
to earn rentals and/or for capital appreciation. An
investment property is measured initially at its cost
including all direct costs attributable to the property.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. EEEFTEE®

(Continued)

(f) Investment properties (Continued) (f) H"EYME (B
After initial recognition, the investment property is R ZHERE - WEWZE TR
stated at its fair value based on valuation by an BB (EMEE 2N FEY
external independent valuer. Gains or losses arising R - WEMELATEEHEE
from changes in fair value of the investment property BaREEAEER SR ER o
are included in the income statement for the period
in which they arise.
The gain or loss on disposal of an investment HEREMHE 2 WK EBTTE
property is the difference between the net sales %ﬁﬁ%%fkl@%%ﬁéﬂ%%@%ﬂ%ﬁ
proceeds and the carrying amount of the property, EMEZEZRE  TRIKERARE
and is recognised in the income statement. R o

(g) Operating leases (9) HEHSE
Leases in which a significant portion of the risks and REHEREHRBEEE ZRR K
rewards of ownership are retained by the lessor are ClHREE FHEBASREZHE
classified as operating leases. Lease payments (net g -MEZFBEEMREEER
of any incentives received from the lessor) are HQHXZEH;%@J%% - N EH
expensed in the income statement on a straight-line NABEHEERERP I o
basis over the lease term.

(h) Non-current assets held for sale (h) BHEEHEFETRHEE

Non-current assets or disposal groups are classified
as held for sale if their carrying amount will be
recovered principally through a sale transaction
rather than through continuing use. This condition
is regarded as met only when the sale is highly
probable and the assets or disposal groups are
available for immediate sale in their present
condition.The Group must be committed to the sale,
which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification.

Non-current assets or disposal groups classified as
held for sale are measured at the lower of the assets’
or disposal groups’ previous carrying amount and fair
value less costs to sell.
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3.

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

1)

Properties held for/under development

Properties held for/under development are stated at
cost less impairment losses. Costs include acquisition
costs, prepaid land lease payments, construction
costs, borrowing costs capitalised and other direct
costs attributable to such properties. Properties held
for/under development which are expected to be
completed within one year from the balance sheet
date, are classified as current assets.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are
recognised in the balance sheet when the Group
becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the
contractual rights to receive cash flows from the
assets expire; the Group transfers substantially all the
risks and rewards of ownership of the assets; or the
Group neither transfers nor retains substantially all
the risks and rewards of ownership of the assets but
has not retained control on the 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 the income
statement.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expired. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid is
recognised in the income statement.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFIEER ®

(Continued)

(k) Accounts and other receivables (k) FEW R H 1t FEUG FRIE
Accounts and other receivables are non-derivative e K B b R R IBE AR B EE
financial assets with fixed or determinable payments KA R 2 RIER TS LI
that are not quoted in an active market and are BEREIFTEMBEE - L)
recognised initially at fair value and subsequently RN ERER  TREERUE
measured at amortised cost using the effective BRI BOR IR B S A AR B R
interest method, less allowance for impairment. An AR WERBEBREATASE
allowance for impairment of accounts and other % ?ﬁ/ﬂi&EEZﬁEW % TH HAPR 1
receivables is established when there is objective ElIFT A B HASRIE - Rl EH E
evidence that the Group will not be able to collect ER N e Iﬁﬂfﬁﬁﬁﬁ ]
all amounts due according to the original terms of BEE D R IE BRE (B B AT R
receivables. The amount of the allowance is the Xiﬁﬁémizfﬁ@ (IR 1) W R B
difference between the receivables’ carrying amount AAECERFRE) 2Bz E
and the present value of estimated future cash flows, o BEHEDERERAMRE
discounted at the effective interest rate computed R o
at initial recognition.The amount of the allowance is
recognised in the income statement.
Impairment losses are reversed in subsequent BAEER T E R SR IE 2 Al Yk Bl
periods and recognised in the income statement SR INEE FENERRIERER
when an increase in the receivables’ recoverable BEZEHEBR - NEHZEHR
amount can be related objectively to an event R AE Y s R AR - MEFE UK

occurring after the impairment was recognised,
subject to the restriction that the carrying amount
of the receivables at the date the impairment is
reversed shall not exceed what the amortised cost
would have been had the impairment not been

TERRERORE B8 2 BREE T
1518 28 40 30 8 T SRR (B B 2 5
XA o

recognised.
() Cash and cash equivalents n REeERRELEFHEHEH
For the purpose of the cash flow statement, cash and pEeRERME Be ke

cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial
institutions,and short-term highly liquid investments
which are readily convertible into known amounts
of cash and subject to an insignificant risk of change
in value. Bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash
management are also included as a component of
cash and cash equivalents.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEHEE ®
(Continued)

(m) BHERRESEMTIR

(m) Financial liabilities and equity instruments

Financial liabilities and equity instruments are
classified according to the substance of the
contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument under HKFRSs. An equity instrument is
any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities.
The accounting policies adopted for specific financial
liabilities and equity instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net
of transaction costs incurred, and subsequently
measured at amortised cost using the effective
interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the balance sheet date.

Accounts and other payables

Accounts and other payables are stated initially at
their fair value and subsequently measured at
amortised cost using the effective interest method
unless the effect of discounting would be immaterial,
in which case they are stated at cost.

Equity instruments

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
costs.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFHEE ®
(Continued)
(q) Revenue recognition (q) UnzsmksR

Revenue is measured at the fair value of the

cons

ideration received or receivable and is

recognised when it is probable that the economic

benefits will flow to the Group and the amount of

revenue can be measured reliably.

Rental income is recognised on a straight-line basis

over the lease term.

Interest income is recognised on a time-proportion

basis using the effective interest method. JEMERR ©
() Employee benefits n EEEH

(i) Employee leave entitlements (i) EEEEZERH
Employee entitlements to annual leave and REREZ 2 FR IR
long service leave are recognised when they RIS REREZARER - K
accrue to employees. A provision is made for SEgNESREREEE
the estimated liability for annual leave and long ZHEEHIERFRERER
service leave as a result of services rendered BRZEFTAEELRSE -
by employees up to the balance sheet date.
Employee entitlements to sick leave and EEERZEZRBREERRE
maternity leave are not recognised until the BZRITETUAER -
time of leave.

(ii) Pension obligations (i) BRLEF
The Group contributes to defined contribution rEBAMEREERMTERE
retirement schemes which are available to all HFCRIRGTE - NEE LB
employees. Contributions to the schemes by SR EIfELE 2 B TIRE
the Group and employees are calculated as a BEEAFE 2B DL
percentage of employees’ basic salaries. The B o R ERR ZRIKE
retirement benefit scheme cost charged to the METEI AR EBEN T
income statement represents contributions E@ES 2HR -
payable by the Group to the funds.

g 4 ]
3 Lt 4 d%
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3.

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

(s)

Employee benefits (Continued)
(iii) Termination benefits

Termination benefits are recognised when, and
only when, the Group demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are capitalised as part of the
cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and
used for the purpose of obtaining a qualifying asset,
the amount of borrowing costs eligible for
capitalisation is determined by applying a
capitalisation rate to the expenditures on that asset.
The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other
than borrowings made specifically for the purpose
of obtaining a qualifying asset.

All other borrowing costs are recognised in the

income statement in the period in which they are
incurred.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFHEE ®
(Continued)
(t) Taxation (t) #HBIE

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from profit as
reported in the income statement because it
excludes items of income or expense that are taxable
or deductible in other years and it further excludes
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
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,
unused tax losses or unused tax credits 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.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and jointly controlled entities, 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.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEHEE ®
(Continued)
(t) Taxation (Continued) (t) FIE (&)

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

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

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.

Related parties

A party is related to the Group if:

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

(i)  the party is an associate;
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFHEE ®
(Continued)
(u) Related parties (Continued) () FAEANT ()

(v)

(iii) the party is a joint venture;

(iv) the party is a member of the key management
personnel of the Company or its parent;

(v) the partyis a close member of the family of any
individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for
which significant voting power in such entity
resides with, directly or indirectly, any
individual referred to in (iv) or (v); or

(vii) the party is a post-employment benefit plan for

the benefit of employees of the Group, or of

any entity that is a related party of the Group.

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products
and services (business segment), or in providing
products or services within a particular economic
environment (geographical segment), which is
subject to risks and rewards that are different from
those of other segments.

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments be presented as the primary reporting
format and geographical as the secondary reporting
format.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEHEE ®
(Continued)
(v) Segment reporting (Continued) (v) SEE#HRE (&)

Segment revenue, expenses, assets and liabilities
include items directly attributable to a segment as
well as those that can be allocated on a reasonable
basis to the segment. Unallocated costs mainly
represent corporate expenses. Segment assets
consist primarily of property, plant and equipment,
investment properties, properties held for/under
development and accounts receivable. Segment
liabilities comprise operating liabilities and exclude
items such as tax liabilities and corporate
borrowings.

Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-
group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balances and transactions are between
Group enterprises within a single segment. Inter-
segment pricing is based on similar terms as those
available to other external parties.

Segment capital expenditure is the total cost
incurred during the period to acquire segment assets
(both tangible and intangible) that are expected to
be used for more than one period.

Impairment of assets

At each balance sheet date, the Group reviews the
carrying amounts of its assets except goodwill,
investment properties and receivables to determine
whether there is any indication that those assets
have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of any
impairment loss. Where it is not possible to estimate
the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFHEE ®
(Continued)
(w) Impairment of assets (Continued) (w) BEERHEE)

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessments of the time
value of money and the risks specific to the asset.

If the recoverable amount of an asset or cash-
generating unit is estimated to be less than its
carrying amount, the carrying amount of the asset
or cash-generating unit is reduced to its recoverable
amount. An impairment loss is recognised
immediately in the income statement, unless the
relevant asset is carried at a revalued amount, in
which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit
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 (net of amortisation or
depreciation) had no impairment loss been
recognised for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is
recognised immediately in the income statement,
unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment
loss is treated as a revaluation increase.
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NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(x) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present
legal or constructive obligation arising as a result of
a past event, it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material, provisions
are stated at the present value of the expenditures
expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
is remote. Possible obligations, whose existence will
only be confirmed by the occurrence or non-
occurrence of one or more future events, are also
disclosed as contingent liabilities unless the
probability of outflow is remote.

(y) Events after the balance sheet date

Events after the balance sheet date that provide
additional information about the Group’s position at
the balance sheet date or those that indicate the
going concern assumption is not appropriate are
adjusting events and are reflected in the financial
statements. Events after the balance sheet date that
are not adjusting events are disclosed in the notes
to the financial statements when material.

4. CRITICALJUDGEMENTS AND KEY ESTIMATES
Critical judgements in applying accounting policies

In the process of applying the accounting policies, the
directors have made the following judgements that have
the most significant effect on the amounts recognised in
the financial statements.

%
! ,ﬂﬁ.

4
63

A F5 ek R M aE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

3. EEEBER@®

(x)

(y)
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NOTES TO THE FINANCIAL STATEMENTS

At F5 R R M RE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

4.

CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Continued)

Critical judgements in applying accounting policies
(Continued)

Legal titles of certain investment properties

As stated in note 16(b) to the financial statements, the title
documents of certain investment properties with carrying
value of approximately HK$102,563,000, acquired through
acquisition of 100% equity interests in Graceful Link
Limited (“Graceful Link”) during the year, have not been
obtained by the Group as at 31 December 2007. Graceful
Link is in the process of applying for the title documents
of these properties. Nevertheless, based on the legal
opinion obtained, the directors are of the opinion that
Graceful Link is the beneficial owner of these properties.
In addition, Graceful Link is entitled to lawfully and validly
occupy or use these properties and should be able to
obtain the title documents in due course.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.

(a) Estimated income tax (including land appreciation
tax in the People’s Republic of China (the “PRC"))

The Group is subject to taxation mainly in the PRC.
Significant estimates are required in determining the
amount of the provision for tax and the timing of
payment of the related tax. There are many
transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. Where the final tax outcome of
these matters is different from the amounts that were
initially recorded, such differences will impact the
income tax and deferred tax provisions in the periods
in which such determination are made.
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4.

NOTES TO THE FINANCIAL STATEMENTS

CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Continued)

Key sources of estimation uncertainty (Continued)

(b)

(c)

(d)

Properties held for/under development

The directors review the recoverable amount of
properties held for/under development at each
balance sheet date and make estimates in
determining the recoverable amount with reference
to open market value basis of the development
project.

Impairment of goodwill

Determining whether goodwill is impaired requires
an estimation of the value in use of the cash-
generating unit to which goodwill has been
allocated.The value in use calculation requires the
Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable
discount rate in order to calculate the present value.
The carrying amount of goodwill at the balance sheet
date was approximately HK$4,520,000.

Fair values of investment properties

The Group appointed an independent professional
valuer to assess the fair values of the investment
properties.In determining the fair values, the valuer
has utilised a method of valuation which involves
certain estimates. The directors have exercised their
judgement and are satisfied that the method of
valuation is reflective of the current market
conditions.
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NOTES TO THE FINANCIAL STATEMENTS

At F5 R R M RE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

5. FINANCIAL INSTRUMENTS

5. MBIA

(a) Categories of financial instruments (a0 MBIARSE
2007 2006
—ETtE —EERF
HK$’000 HK$'000
THET FHET
Financial assets TREE
Loans and receivables (including ER Kk EWRFRIA
bank and cash balances) (BFEIRIT MBS ER) 195,510 10,901
Financial liabilities cRasE
Amortised cost 1 SH R AR 12,893 117,907
(b) Financial risk management (b) AR IEEE
The Group’s activities expose it to a variety of REBZEBAXZRBUBE
financial risks: foreign currency risk, credit risk, % &?ﬁ?\\ﬁgjﬂ EERR

liquidity risk and interest rate risk.The Group’s overall

risk management programme focuses on the

unpredictability of financial markets and seeks to

minimise potential adverse effects on the Group’s

financial performance.

(i)

Foreign currency risk

Foreign currency risk is the risk that the value
of a financial instrument will fluctuate because
of changes in foreign exchange rates. As a result
of the Group’s significant operations in the PRC,
other than Hong Kong, the Group’s balance
sheet can be affected significantly by
movements in the RMB/HKS exchange rate.
Since the effect of a reasonable possible
change in RMB/HKS$ exchange rate on profit for
the year is not significant, no sensitivity analysis
has been presented.

The Group currently does not have a foreign
currency hedging policy. The Group will
monitor its foreign currency exposure closely
and will consider hedging significant foreign
currency exposure should the need arise.
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5.

NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management (Continued)

(ii)

Credit risk

The carrying amount of accounts receivable,
consideration receivable, amount due from a
jointly controlled entity, other receivables and
bank and cash balances included in the
consolidated balance sheet represents the
Group’s maximum exposure to credit risk in
relation to the Group’s financial assets.

The credit risk on accounts receivable,
consideration receivable and other receivables
is minimal since all these receivables have been
fully recovered subsequent to the balance
sheet date.

In the opinion of the directors, the Group is not
exposed to significant credit risk in relation to
the amount due from a jointly controlled entity
as subsequent to the balance sheet date, the
Group entered into a conditional sale and
purchase agreement to dispose of the above
debt (note 33(b)).

The credit risk on bank and cash balances is

limited because the counterparties are banks
with high credit-ratings.
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NOTES TO THE FINANCIAL STATEMENTS

EPREEES

For the year ended

Bt £

31 December 2007

HE_ZZHF+_A=Z+—HILFEE

S.
(b)
(iii)
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management (Continued)

Liquidity risk

The Group’s policy is to regularly monitor
current and expected liquidity requirements to
ensure that it maintains sufficient reserves of
cash to meet its liquidity requirements in the
short and longer term.

The following tables set out the Group’s
remaining contractual maturity for its non-
derivative financial liabilities. The tables are
drawn up based on the undiscounted cash
flows of financial liabilities and the earliest
dates on which the Group can be required to
pay. The tables include both interest and
principal cash flows.

5. MBI HR »®
(b) BAFSEPEER (&)
(iii) FEE2ERE

AEEY BRATHESS
B RESZ RDAREL
TR B 2 505
SRBUENLEHRES
ZROERFR -

TREJIAEEIOTERM
BEZRBEOMR - &K
DERMHAE 2 RITER
ERMAEBRER R
HHmRE - 2R BR/ME R
TERER -

Less than

1 year

DPR—F

HK$’000

FHET
At 31 December 2007 R=-ZZELtF+=A=+—H

Accruals and other payables FEEH B A I Ho At FE 1 5RIB 12,893
At 31 December 2006 R-ZBEBXRF+=ZHA=+—H

Accounts payable, accruals and JETERIR - BETERA K

other payables H fth f& 1~ K18 108,907

Short-term borrowings EEEE 9,000

117,907

i 4 ?
' A
e e
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NOTES TO THE FINANCIAL STATEMENTS

A F5 ek R M aE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

5. FINANCIAL INSTRUMENTS (Continued) 5. MBIR #®
(b) Financial risk management (Continued) (b) MBEAREE (&)
(iv) Interest rate risk (iv) FlZE[E &
The Group’s interest rate risk arises from bank AEEZMERRIIRE R
balances. All the Group’s balances with banks Tt - AEEZIRTTHER
are short terms in nature. Any future variations HREHEE o RREMAFH
in interest rates will not have a significant EEEETIEEARER %
impact on the results of the Group and BENEATE  WIES
therefore no sensitivity analysis has been B BRE DT o
presented.
(v) Fairvalues (v) &FE
The directors consider that the carrying EERE RESEEAR
amounts of the financial assets and financial KR B E E RIS
liabilities as reflected in the consolidated BEZEAEHEESEZA
balance sheet approximate their respective fair FERE -
values.
6. TURNOVER 6. EXH

AEBzE2XBREFRAEEZHESR
A ©

The Group's turnover represents rental income generated
during the year.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

7. OTHERINCOME 7. HfpltA
2007 2006
—EEtEF —EERF
HK$’000 HK$'000
FET FHET
Interest income FLEIA 156 —
Exchange gain ME 5, U 2,052 —
Excess of fair value of net assets acquired Frii &4 & /FE 2 A FE
over cost of acquisition of a subsidiary & H Y 38 I B A RIRK A
(note 28) 2 Z#8 (5t 28) 8,772 —
Reversal of impairment losses on BEERE #EF
properties held for/under development %) % 5 1B /&5 18 [o] #& — 56,886
Written back of accruals and JEETEB R R A A
other payables Ji& 1) KT8 =] B¢ 143 1,105
Written back of allowance for receivables & U 5 78 1 ## o] # — 613
Sundry income WA 232 251
11,355 58,855
8. SEGMENT INFORMATION 8. HE&EH

(a) Primary reporting format - business segments

The Group is organised into two main business
segments:

Property sales — property development and
sales

Property rental — property investment and
property rental activities

(b) Secondary reporting format - geographical
segments

Over 90% of the Group’s revenue and assets are
derived from customers and operations based in the
PRC and accordingly, no further analysis of the
Group's geographical segments is disclosed.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

8. SEGMENT INFORMATION (Continued) 8. HE&EH @
Primary reporting format — business segments FTEREBRX —EHBRE
Property sales Property rental Corporate and unallocated Total
NEHE WERE PELES L ek
2007 2006 2007 2006 2007 2006 2007 2006

ZBEtE CTT0F CBBtE CTTAF CBEtE -IT5F ZEBEtE _IINF
HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS$'000
FEx  TATL  FER  THER  FER TET  TER TAX

Turnover BEYE
External revenue gV - - 12,254 23,406 - - 12,254 23,406
Results #5
Segment results PEEE - - 7342 16,089 - - 7,342 16,089
Other income A - 56,889 8,772 240 2,583 1,726 11,355 58,855
Loss on disposal of LERENE

investment properties BE - — (32,035) (69,322) - — (32,035) (69,322)
Fair value losses on REMEZ

investment properties ATERE - - (16,941) (36,912) - — (16941 (36912
Other expenses A% (2,099) (4,834) (2,537) (10995 (12,635) (9,021)  (17,271) (24,850)
Loss from operations g2FR (47,550)  (56,140)
Finance costs BERA = (519)
Share of profits of ElEEREER

jointly controlled entities Al 6,533 — - — - — 6,533 —
Gain on disposal of subsidiaries (&}t B &Mz 49,795 — - 123323 - — 49,795 123323
Profit before tax BB AR 8,778 66,664
Income tax G (1,117) (6,596)
Profit for the year REFE 7,661 60,068
Assets BE
Segment assets PEEE 170,110 260,937 249,146 198,875 2,242 1,829 421,498 461,641
Investments in jointly REREHEEZ

controlled entities B 73,630 — = — = — 73,630 —
Assets of a disposal group SIARAELEL

classified as held for sale HERAEE = 184,012 = — = — = 184,012
Consolidated total assets GABEE 495,128 645,653
Liabilities af&
Segment liabilities PEEE 218 37,841 9,196 7,489 8,387 72,882 17,801 118212
Liabilities associated with JIRRAELEL

assets of a disposal group LERABEY

classified as held for sale HBEE - 95,344 - — - — - 95,344
Consolidated total liabilities ~ HABEE 17,801 213,556
Other information Hip g
Capital expenditure BEARY 32 — - — 4 — 36 —
Depreciation ik - — - 5 1 2% 11 29
Reversal of impairment BEEER/

losses on properties BRTWERE

held for/under development 8B & = 56,886 = — = — = 56,886

l 1 i h.' i
3
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

9. FINANCE COSTS 9. BIERZE
2007 2006
:ggtﬁ == /\E
HK$’000 HK$'000
TF#ET FHET
Interest on bank overdraft RITEZHE — 2
Interest on other loans HiEHRFE
— Wholly repayable within five years — BARAFRNEHEE — 517
— 519
10. INCOME TAX 10. Fie#8i
2007 2006
—ETtE ZEERF
HK$’000 HKS$’000
TFHET FHT
PRC enterprise income tax REI RS
Provision for the year RNEFERAE 1,117 —
Deferred tax (note 26) EFERL 1A (Ff5E26)
PRC enterprise income tax Rl ERTISH — 3,455
PRC land appreciation tax B 4 b I (E R — 3,141
— 6,596
1,117 6,596
No provision for Hong Kong Profits Tax has been made as MR AEERBEMEFETEES
the Group did not generate any assessable profits arising BEEEMNERTESN - RAEERSE
in Hong Kong for both years. RS ERME -
Subsidiaries with operations in the PRC are subject to PRC R B %75 2 it B A R ZEZM10%E
Enterprise Income Tax (“EIT”) at 10% to 33% (2006: 33%). BZHBELENMEHR ([DEME
No provision for EIT has been made for the year ended 31 ) (ZFEZREF 33 %) MRZE
December 2006 as these subsidiaries did not generate any M AR A E AT ERTR A
assessable profits or had sufficient tax losses brought XA AT IEEEUNBHEZFRE 2
forward to set off against that year's assessable profits. ERB RN  HEE_ZTTRF+=
A=T—BLEFEYERDCEMEM
fEL R o
" T
4 foa s 4 d% ; .r
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

10. INCOME TAX (Continued) 10. P88 (&)
The reconciliation between the income tax and the FIT 15 758 £ B A A1 v 1 2 DA 38 AR B 3= 3
product of profit before tax multiplied by the applicable BMZHEREAT :

tax rates is as follows:

2007 2006

—TEtE ZEERF

HK$’000 HK$'000

TFHET FHET

Profit before tax B 54 Al A 8,778 66,664
Tax at the applicable rates in LR R AR R E A

the jurisdictions concerned MEFTHEZHIE 4,641 3,990

Tax effect of income that is not taxable ~ HZERFUA 2 L5 7 & (12,082) (19,306)

Tax effect of expenses that are not A HMAS 2

deductible MBTE 7,868 15,336

Tax losses not recognised RIERZ G EE 690 —

Deferred tax effect BEEHIE 2 — 6,596
Tax effect of temporary differences not ~ RIERZERFEFE 2

recognised MG & — (20)

Income tax FTiSHi 1,117 6,596

N hs h
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NOTES TO THE FINANCIAL STATEMENTS

At F5 R R M RE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

11. PROFIT FORTHE YEAR

The Group’s profit for the year is stated after charging the

1. XEEHH

AEEZFEaMEMRATFIA :

following:
2007 2006
—ETEtE ZEERF
HK$’000 HK$’000
TFHET FHET
Auditor’s remuneration ZEEN N 2
— Statutory audit — AT ER 950 750
— Others — Hf 380 780
1,330 1,530
Claims and surcharge EERIIR 1,959 1,386
Depreciation e 11 29
Direct operating expenses of investment EEF S WA 2 LEWE
properties that generated rental income 27 BH & B X 2,957 4,822
Direct operating expenses of investment FEAMH WA Z & E
properties that did not generate rental ¥ % 2 H#%
income LERY 1,955 2,495
Operating lease rentals in respect of THRIEFEEHE
land and buildings e 2,360 1,695
Staff costs (including directors’ 8 TR A
emoluments) (BRESEHE)
— Salaries and allowances — ¥ & K2R, 3,096 2,519
— Retirement benefit scheme — RRE T
contributions ETEIfE R 48 117
3,144 2,636
. . LEFY A
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. EERESEZHE

The emoluments of each director are as follows: BEEEM2OT ¢

Year ended 31 December 2007 BE-FFtE+-HA=+—HILEE

Retirement

benefit

scheme

Salariesand  contributions
Fees allowances RIKEF Total
Name of director EENE we HFE R RS RG]
HK$’000 HK$'000 HK$’000 HK$’000
FET FET FHET FET
Tong Shi Jun &1t — 240 — 240
Zhao Lishen iz WA:: — 420 — 420
Chiu Kong it 4 — 260 12 272
Huang Ling BR — — — —
Zhu Jun %E — — — —
Chen Song Sheng REZ 50 — — 50
Zhou Mei Zhen BxY® — — — —
Wang Li Yun (Note (a)) TEE (HaE(a) - — - -
Yuen Wai Ho (Note (b)) g = (& (b)) 24 — — 24
Total RG] 74 920 12 1,006

0 4”5
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. EEREESZEE &)

(Continued)
Year ended 31 December 2006 HE_TTRF+_A=T—HLFE
Retirement
benefit
scheme
Salaries and contributions
Fees allowances ERIER Total
Name of director BEMY we e Rz FHEIH K R
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Tong Shi Jun gty — 240 — 240
Zhang Jian (Note (c)) R4 (&) — 69 — 69
Zhao Lishen 37 R — 420 — 420
Chiu Kong it 5 — 260 12 272
Huang Ling 'R — — — —
Zhu Jun RE — — — —
Chen Song Sheng B E 50 — — 50
Zhou Mei Zhen EE3 — — — —
Wang Li Yun TEE — — — —
Total ek 50 989 12 1,051
Notes: (a) Resigned on 14 September 2007 MEE : (@) RZZEZEFNATMBAFR
(b)  Appointed on 14 September 2007 (b) RZZEZLFNATHBEEZLE
()  Resigned on 1 October 2006 (00 RZZEZERFTHA—BHHFH
There was no arrangement under which a director waived FRATEESELHREXRBEREL
or agreed to waive any emoluments during the year. A ® 2 25k -
N
LB folns o
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. EEREEZEE »©)

(Continued)
The five highest paid individuals in the Group during the FHN - AEBZRAUGRFALTHES
year included 3 (2006: 3) directors whose emoluments are N (ZEZRF 3(0) BES - Eils
reflected in the analysis presented above.The emoluments BRI ESHTHFIE - Bk (ZF
of the remaining 2 (2006: 2) individuals are set out below: ERF 2) meEFm AT &
™
2007 2006
—ETtE ZEERF
HK$’000 HK$'000
THET FHET
Salaries and allowances e KOER 630 745
Retirement benefit scheme contributions iE K 4& F| 5t 24 7 20 12
650 757
The emoluments fell within the following band: e BUTHEMALTZ AZERAT :
Number of individuals
A
2007 2006
—ETtE —ETRF
Nil to HK$1,000,000 £ %1,000,000/% 7T 2 2
During the year, no emoluments were paid by the Group FA - AEEVTERAETAEFHES
to any of the directors or the highest paid individuals as FMATZNNE  ERINAREE
an inducement to join or upon joining the Group or as FMARRRE 2 BE - HIERBER
compensation for loss of office. g o
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NOTES TO THE FINANCIAL STATEMENTS

At F5 R R M RE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

13. DIVIDENDS

The directors do not recommend the payment of any
dividend (2006: HKS$nil) in respect of the year.

14. BASIC EARNINGS PER SHARE

The calculation of basic earnings per share is based on the
profit for the year of approximately HK$7,661,000 (2006:
HK$60,068,000) divided by the weighted average number
of ordinary shares of 1,384,592,000 (2006: 1,360,000,000)
in issue during the year.

There were no dilutive potential shares during the years
ended 31 December 2007 and 2006.Therefore, no diluted
earnings per share has been presented.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ » G E Rk E
Office
equipment,
furniture and
fixtures Motor
WOAERE vehicles Total
BRREE "B e
HK$'000 HK$'000 HKS$'000
THET TET FET
Cost RE
At 1 January 2006 RZZEERF—-HA—H 1,631 4,169 5,800
Exchange differences bE N E 53 60 113
Disposal of subsidiaries (note 29) H &M B A7) (FizE29) (1,363) (1,566) (2,929)
Transfer to assets of a disposal BASABEELEZ
group classified as held forsale ~ H&EHAEE (5) — (5)
At 31 December 2006 and RZZEERF+ZRA=+—8BXK
1 January 2007 —_TZ+F-HA—H 316 2,663 2,979
Exchange differences bE N E 7 1 — 1
Additions NE 36 — 36
Disposal of subsidiaries (note 29) H &M B A7) (FfzE29) (14) — (14)
At 31 December 2007 R-_ZEZLF+-A=1t—H 339 2,663 3,002
Accumulated depreciation Rt &
At 1 January 2006 RZZETRF—H—H 1,446 4,019 5,465
Exchange differences P 47 54 101
Charge for the year REEHE 29 — 29
Disposal of subsidiaries (note 29) &M E A7) (F5E29) (1,224) (1,410) (2,634)
At 31 December 2006 and RZBEZERF+ZA=+—BRK
1 January 2007 —TZ+F-H—H 298 2,663 2,961
Exchange differences bE i E 1 — 1
Charge for the year REEHE 11 — 11
Disposal of subsidiaries (note 29) H &M B A7) (FizE29) (12) — (12)
At 31 December 2007 R-_ZEZLF+-A=1t—H 298 2,663 2,961
Carrying amount RREE
At 31 December 2007 R-ZZBEBLF+=-A=+-H a1 - M
At 31 December 2006 R_BERF+_A=t—H 18 — 18

22 % B R R A 5]



NOTES TO THE FINANCIAL STATEMENTS

At F5 R R M RE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

16. INVESTMENT PROPERTIES

16. IREYME

2007 2006

—ETtE ZETERF

HK$’000 HK$'000

FET FET

At 1 January Rn—H—AH 198,000 448,100
Acquisition of subsidiaries (note 28) U B BT B8 2 &) (Ffd 52 28) 102,563 —
Disposal & (102,000) (98,188)
Disposal of a subsidiary & — B AR — (115,000)
Fair value losses NEEEE (16,941) (36,912)
At 31 December R+—A=+—H 181,622 198,000

(a)

At 31 December 2007, all the Group's investment
properties, situated in Guangzhou, the PRC, are held
under medium-term leases.

All of the Group’s investment properties held under
operating lease for rental purposes are measured
using the fair value model. The fair value of the
Group's investment properties at 31 December 2007
was based on the open market value basis, by
reference to market evidence of recent transactions
for similar properties, by Greater China Appraisal
Limited. Greater China Appraisal Limited is an
independent qualified professional valuer not
connected with the Group with substantial
experience in valuation of properties.

(a)

R-_EELFE+_A=1+—8H"
$%Iﬁﬁ4ﬁ&é§%¥i’ﬂuﬁé$!
BN - WRPEEORE -

A EPTR LM R AR fE
ﬁ%ﬁZ&é%%EEQiﬁﬁ
c REEBREYEN T+
¢+fﬂ:+fHZA$@m£
ETEARDRNSERUYEY
TR SIS EERARTISE
EREFT - EETEERAA
A—REAEESEPEZEYLS
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

16. INVESTMENT PROPERTIES (Continued) 16. &YX (&)

(b) Included in the investment properties are certain (b) HWEWEBEF NS B RE
properties with total carrying value of approximately 100%% 1 2= 1T & 15 2 ARERTEE
HK$102,563,000 which were acquired through the #7102,563,0008 T2 & T -
acquisition of 100% equity interests in Graceful Link BBEERENTEHER SHTIE
during the year. Pursuant to certain properties RERULEREFE LA THEHEE
presale agreements duly registered and notarised at ERY ZEMESHMALR
the Properties Exchange of the Guangzhou City, B o IR E Y ERBFE
these properties were acquired by Graceful Link. X RBFESZEEER -
Graceful Link is in the process of applying for the title EERRMERZENELER
documents of these properties. Based on the legal WA A AE S0 BREN IS A RS
opinion obtained, the directors are of the opinion A o

that Graceful Link is the beneficial owner of these
properties and should be able to obtain the title
documents in due course.

At 31 December 2007, the aforesaid properties were RZZEZ+F+_A=1+—8"

pledged as securities for bank loans granted for the FimEEHER - EAK TR
previous shareholder of Graceful Link.The bank loans BT R IRITE K2 IR © %R
were fully repaid before 31 December 2007. The TERER-_ZZ+E+_A=
discharges of titles in respect of the aforesaid T—BZRAE2HEE - BERT
properties were issued by the bank in April 2008 and ERZZEZNFMNAZEL Lty
were duly registered with the relevant PRC authority FZFERERERER XY ZFEX
in May 2008. HERZZEEN\FRAE+TEHSE

FAERFIEAERC o

(c) Included in the investment properties are certain (0 BEVESPEFTALEEDAED
properties with total carrying value of approximately 79,059,0008 T2 /T « %5
HK$79,059,000 which were pledged to certain MECHEFTETHBARR—
finance companies and a bank for facilities granted MIRIT ERATNEEEERER
to the Group. The facilities were fully settled before EZER ZEREBEERZ
31 December 2007 and the discharges in respect of T+ F+A=+—RHZAEE
the aforesaid properties were also issued by the LS - MABMEA R RIRTT
finance companies and the bank. Nevertheless, the MEELE@E LMY R ERE
discharges of titles are yet to be processed by the PR3t o EAREE M REEZE
Group. Based on the legal opinion obtained, the FREERBER XY - RIZFTES
Group can obtain the discharges of titles, if necessary. ZERER  WAKE K&
The directors are of the opinion that the aforesaid AIESZEXEEERER - EF
properties are free of charge as at 31 December 2007. RE - FMER_ZTTLF+
The aforesaid properties belonged to a subsidiary ZA=+—BEREBEENE®ES
named Nam Fong Liwan Plaza Limited (“NF Liwan”) & o Lty EBR —FEMHE AR
and will be disposed of following the completion of MAHEESBERAR([EAH
the disposal of NF Liwan (note 33(d)). &) B - WK EL ST

EEiEHE (FE33(d) °
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

16. INVESTMENT PROPERTIES (Continued) 16. HREME &)

(d)

At 31 December 2006, the legal title of certain
investment properties with total carrying value of
approximately HK$122,400,000 were held by an ex-
subsidiary, Guangzhou Suinan Property
Development Company Limited (“GZ Suinan”).The
transfer of legal title of these properties from GZ
Suinan to the Group was not completed at 31
December 2006. However, the new owner of GZ
Suinan, had agreed and undertaken to the Group
that it would assist the Group to obtain all necessary
consents and approvals, including the procurement
of the title documents in respect of the transfer of
these properties. Subsequent to 31 December 2006,
the title of these properties have been frozen by the
court in respect of GZ Suinan’s additional tax of
approximately RMB10,361,000 together with interest
and penalty levied by the Taxation Bureau of
Guangzhou City and GZ Suinan’s overdue payment
of approximately RMB5,000,000 due to a creditor.
Although the outcome of the disputes with the
Taxation Bureau of Guangzhou City and the creditor
could not be determined at that moment, the
directors remained confident that the Group
possessed beneficial ownership of the aforesaid
properties and would be able to obtain legal title of
these properties.

On 8 August 2007, the Group entered into a disposal
agreement with GZ Suinan to dispose of the
abovementioned properties at a total consideration
of HK$70 million. In the opinion of the directors, the
disposal would remove the uncertainties inherited
from the abovementioned properties with legal title
defects and bring in additional working capital for
the Group. Accordingly, a loss on disposal of
investment properties of approximately
HK$32,035,000 which representing the difference
between the total consideration, net of selling
expenses, of approximately HK$69,965,000 and the
total carrying value of the abovementioned
properties (after recording a fair value loss of
approximately HK$20,400,000) of approximately
HK$102,000,000 was charged to the income
statement in the current year.
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RZBEZERF+ZA=+—8"
42 BRI {E #122,400,0008 7T 2 &
TREMEZEEEETIH—HE
ABARENEREERRES
BRAF (TEMERE])EE - (&
MNBEEEAEB 2 ZEMEZE
EEBERNR_ZTTF+-A
=+t—HEKRTK - Aifn - EM
BEzFMEECRETRASE
B - HiSBASEERG
BT ZRABRIE - BIEREG
ERERZEREMEZ ER-M -
RZEZERNF+A=+—H
& ZEMEZEECH LR
BN Bt EMNEE B 2 4
AR ¥10,361,0007T 2 585 MR IEE
FIF B RS - A K EINFER &
N —ERAZBHRIBHAR
#5,000,0007C T A&+ - &% 8
BT TS B M s (B A 2 5 i
RERHTEREE  EFNERE
ODAEEEES L E L ERE
BRELAIRE Ll E AT E
7 o

RZEZEFNANE  A&EE
HEMNEEI L —DEERS
1A70,000,000/8 T2 BREHE £
MY - EERAE  ZHEBR
FHR EAERT A EEEM
EEZTHARERANEES
REIINEEES - At - HER
EMERMEEZEBEEY
32,035,000/5 ¢ © B4 (E (30
HEE ) 469,965,000 T 62
MY 2 LEREE (RS AT E
B 18 4720,400,000/8 L 18) 4
102,000,000/ 7T 2 Z B E A F
ER PN E T
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16.

17.
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NOTES TO THE FINANCIAL STATEMENTS

INVESTMENT PROPERTIES (Continued)

At 31 December 2007, the Group's total future minimum
lease payments under non-cancellable operating leases
are receivable as follows:

A F5 ek R M aE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

16. &M% (&)

R_ZTEEZ+F+-A=+—H8 A&
E AR S e RO ER Z &R
SEHEMZOT :

2007 2006

—ETtE TEERF

HK$’000 HK$’'000

F#&ETT FAET

Within one year —FR 6,494 7,589
In the second to fifth years inclusive ECEERTF(BREEEMT) 22,924 22,008
After five years HE E 4,469 9,607
33,887 39,204

The above operating leases at 31 December 2007 will be
released following the completion of the disposal of NF
Liwan (note 33 (d)).

R —EE+F+_A=+—HZ
KERABREERAHETKIERE
% (MF3E33(d)) °

PROPERTIES HELD FOR/UNDER DEVELOPMENT 17. ##H ¥R R ME
2007 2006
—EFTtE TEERF
HK$'000 HK$'000
FET FAETT
At 1 January n—H—H 242,000 353,498
Exchange differences MEH =5 8,462 14,806
Additions nNE 28,086 647
Reversal of impairment losses Rk B &5 18 (o] B — 56,886

Assets of a disposal group classifiedas 7| B#F{EHE ~

held for sale HELHEEE — (183,837)
Disposal of subsidiaries (note 29) HEMT B R A (HiE29) (270,852) —
At 31 December Rn+=—A=+—H 7,696 242,000

The properties held for development at 31 December 2007
represent lease prepayment for land use rights of a piece
of land at Water Product Market of Zhongmiao Town,
Chaohu City, Anhui Province, the PRC together with the
buildings constructed thereon.The Group is in the process
of applying for the land use rights certificate subject to
the approval from the PRC Government. In the opinion of
the directors, the Group will be able to obtain the land use
rights certificate.

4
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

18. GOODWILL 18. B
HK$’000
THET
Cost A
At 1 January 2007 R-ZZET+F—H—H —
Acquisition of a subsidiary (note 28) Wb — b B A &) (Ff5E28) 4,520
At 31 December 2007 —EE+F+-RA=+—H 4,520

WHEEAREERAR(EFRE])
EEZEAEDNAETYWRER A
ERTELBEN—BF A (KEEEK
D EPZ ) {ERERI, © EZE@%FE“
{37 2 AT W B 5K I8 Ty AR R 6 R (BB 5

Goodwill arising on acquisition of Boshing Investments
Limited (“Boshing Investments”) was allocated to the
property development and sales cash-generating unit —
Boshing, one of the business segments of the Group, for
impairment testing. The recoverable amount of this cash-

generating unit was determined based on value in use
calculation using cash flow projections of the financial
budgets approved by the management for the next five
years. The discount rate applied to the cash flow
projections is 15%. The key assumptions for the value in
use calculation are those regarding the discount rate,
growth rate, budgeted turnover and gross margin.The
management estimated discount rate using pre-tax rate
that reflected current market assessment of the time value
of money and the risks specific to the cash-generating unit.
Growth rate, budgeted turnover and gross margin were
based on expectations on market development.Based on
the results of the impairment testing, the management are
of the opinion that there is no impairment of the cash-
generating unit attributed to the goodwill.
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NOTES TO THE FINANCIAL STATEMENTS
B 55 4 3R Bt 5

19. INVESTMENTS IN JOINTLY CONTROLLED

¥

9

For the year

ended 31 December 2007

HE_ZZHF+_A=Z+—HILEE

19. REAREHERZ2IRE FEk—

ENTITIES/AMOUNT DUE FROM A JOINTLY B E =G EERIE
CONTROLLED ENTITY
2007 2006
—EBEtHE —EERF
HK$’000 HK$’'000
F#ET FTET
Unlisted investments: EEMIRE -
Share of net assets EIhEEFE 73,630 —
Amount due from a jointly controlled JE Wy — FEl £ [A]
entity BEHEENIE 125,815 —

The amount due from a jointly controlled entity is

unsecured, interest-free and has no fixed terms of

repayment.

Details of the jointly controlled entities at 31 December

2007 are as follows:

e — A ERNIAERER
A 2B MEREERY -

AEZEHEER

—EEEF+ A=

T—HZFBMT

Percentage of

ownership
Place of interest/
incorporation voting power/
or registration/ profit sharing
Business operations FrEREER Principal
Name structure oF 8RR 3L SR BREE/ activities
=L [GE3-T: At X BASIERBEIL FEXHK
Trisum Investment Limited Hong Kong 50% Investment
Limited (“Trisum”) liability a5 holding
ERKEBRAT company wEER
(rg=x1) BEREERTA
Guangzhou Jiannan Limited PRC 50% Property
House Property liability H development
Development company MEER
Company Limited BREMFEAA

("GZ Jiannan”)
BMNEEFERR

BRAA]

(TEM3EmE])

.
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

19.

INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES/AMOUNT DUE FROM A JOINTLY
CONTROLLED ENTITY (Continued)

Trisum and its wholly owned subsidiary, GZ Jiannan were
previously 100% owned by the Group. Pursuant to a share
transfer agreement dated 26 June 2007, the Group
disposed of its 50% equity interests in Trisum at a
consideration of RMB100,000,000. Thereafter the Group’s
remaining 50% equity interests in Trisum were accounted
for as investments in jointly controlled entities accordingly.

The summarised financial information in respect of the
Group's share of the assets, liabilities,income and expenses
of its jointly controlled entities which are accounted for
using the equity method is as follows:

BieziE rEW—
F'i I'HE%IJE SRR (&)

ERANEZEWNBRARIEMNERE A
REE100%%EE - RER-_ZTZLF
NAZTARBRI Y 2R EERE
$EIMAE%mmmmmﬁZﬁE
Hj EHNEIR 250% s © g - A&

LR Z #R T 50%AE e 1551 B 5 (A
I%IJ:E%EZ&éf °

AEEEEEXKFEFECZEE
BE  WARIHZHBEHBRRTS
RAERRIERINT

2007 2006

—ETtE ZTEERF

HK$’000 HKS$'000

THET FHET

Current assets mENEE 1,007 —

Non-current assets SEMBEE 152,028 —

Current liabilities mBEE 79,405 —

Income KA 6,651 —

Expenses X 118 —

Subsequent to the balance sheet date, the Group entered REEERE - ARERFIZ—MHHEE Tz?z’;
into a disposal agreement to dispose of its remaining 50% & HEEREIRHBR T Z50% s

equity interests in Trisum together with the debts due by AR AREE 2B - 716 Tﬁﬁ%ﬁé\ W

Trisum to the Group. Details of which are disclosed in note 7t 33(b) °

33(b).
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20.

21.

22,

W

9

NOTES TO THE FINANCIAL STATEMENTS

ACCOUNTS RECEIVABLE

The Group’s accounts receivable, representing rental
receivable from tenants, are due on presentation of
invoices.

The aging analysis of accounts receivable, based on the
invoice date, is as follows:

A F5 ek R M aE

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

20. FEUTERTX

NEE 2 IR
e NEREER

(5B Pz
EIH o

R IR
(I

NI BE B EZ BRE DT

2007 2006

—EBEtHE —EERF

HKS$’000 HK$’000

T#ETT FETT

Within 3 months =& ANUA 540 —
4 - 6 months mZENEA 540 —
1,080 —

The above accounts receivable are past due at the balance
sheet date for which the Group has not provided for
impairment loss since they have been fully settled
subsequent to the balance sheet date.The Group does not
hold any collateral over these balances.

CONSIDERATION RECEIVABLE

The consideration receivable is in connection with the
disposal of certain investment properties during the
year, details of which are set out in note 16(d) to the
financial statements.The amount is unsecured, interest
free and due on 16 December 2007.The amount was
received subsequent to the balance sheet date.

BANK AND CASH BALANCES

At 31 December 2007, the bank and cash balances of the
Group denominated in RMB amounted to approximately
HK$354,000 (2006: HK$7,513,000). Conversion of RMB into
foreign currencies is subject to the PRC'’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations.

4
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21.
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EE#EmS -
FEW 1K {E R
ERRERDEFAHES TREY

XA HABHERMBERERWE
16(d) ° &R ASEEM - RERN
ZELF+ A +TNBERH - %A
EREERREE -

RITRIRE R

N-ZZBE+E+_A=+—0 ' K&
BUAARKZY]ZIR{T MBS EHRY
354,000/ 70 (ZZFZF X 7,513,000
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

23. ASSETS OF A DISPOSAL GROUP CLASSIFIED 23. JBIHEEHEZHERSEE

AS HELD FOR SALE/LIABILITIES ASSOCIATED
WITH ASSETS OF A DISPOSAL GROUP
CLASSIFIED AS HELD FOR SALE

In January 2007, the Group completed the disposal of its
entire 100% equity interests in a subsidiary, Nam Fong
Guangzhou Plaza Limited (“GZ Plaza”),and the amount due
from GZ Plaza to the Group at a total consideration of
HK$96,600,000. GZ Plaza and its subsidiary, Guangzhou
Xiunan Property Development Company Limited*
("Xiunan”) are engaged in the property development and
sales segment.

The disposal had not been completed at 31 December
2006 and in accordance with Hong Kong Financial
Reporting Standard 5 “Non-current Assets Held for Sale
and Discontinued Operations’ the assets and liabilities
attributable to GZ Plaza and Xiunan, had been classified
as a disposal group held for sale and were presented
separately in the consolidated balance sheet.

The major classes of assets and liabilities of the disposal
group classified as held for sale at 31 December 2006 were

JIBRAEEHEZHERESE
EZHFARRE

ZETLF A AKETHEE

LRMBRARIEAUMESESBRAA
([MFEH]) 2 2 E0100%H 75 A K i
FESENAEB 23E  BREAB
96,600,000/8 7T © MAEES REMBEA
AIEMNTHFEmEHERZEBRAQ A
(IFm)IIREMERERHEEE
f;; o

H

FZHER-_ZETRNF+-_A=1t—H
WARTEK > RIBEBWHRELERIZES
HIFAELEZERBEERRK LR
BEBIZHE  BRBEFSESLEE
ZEERBBNIAFAEFELEZHL
EHE  INGEEREERBERTES

EX T

R-BERET- A= AIIAR
BEREZ BEAA 2 AERAESE

as follows: SHEMT
2006
e AN S
HK$’000
FHET
Property, plant and equipment ME - WER&E 5
Properties under development BRAYE 183,837
Prepayments, deposits and other receivables TERTRIE « 5] R E A EWEIE 160
Bank and cash balances RITRBEH 10
Total assets of a disposal group classified as IABEIELHEZ
held for sale HEHEEEETE 184,012
Accounts payable JETBR X 84,510
Accruals and other payables FEETE A K Hoh e <t 5k IR 10,834
Total liabilities associated with assets of IR EIEHE ZHEAS
a disposal group classified as held for sale BEZIHEARMESE 95,344
All inter-company balances at 31 December 2006 have R-ZZEEXRF+T-_A=T—HMER

AIEAERRE T AL -

been eliminated.

* For identification purposes only

* EHER
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

24. ACCOUNTS PAYABLE 24. FEFTERER
The aging analysis of accounts payable, based on the JEN BR IR 3 2 A HART 1 2 BR iR D AT
invoice date, is as follows: I N
2007 2006
—ETEtE —EERF
HK$’000 HK$'000
THET FHET
Over 1 year tBiE—F — 36,595
25. SHORT-TERM BORROWINGS 25. SEHIEE
2007 2006
—ETEtE ZEERF
HK$’000 HK$’000
TFHET FHET
Secured loans BEAEK — 9,000
At 31 December 2006, the loans were secured by the RZZEERNF+ZA=+—H " EX
investment properties of the Group with carrying value of ThLAZK 52 B BR {5 49 15,500,000/ 7T 2
approximately HK$15,500,000 and were interest bearing REMFERER » FREA/% - RN
at 5% per annum. In January 2007, the secured loans were TZTLF R BREHERERH
fully repaid. B o
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

26. DEFERRED TAX LIABILITIES 26. EEHRIAEE

The following are the major deferred tax liabilities
recognised by the Group, and the movements thereon,
during the current and prior years.

RARFERBEFE - NEBEFHER
ZEBRERABBEREZEHME

2007 2006
—ETtE —EERF
HK$’000 HK$'000
THET FHET
Revaluation of investment properties KEMESH
At 1 January ®n—H—H — 11,627
Exchange differences E N =58 — 201
Acquisition of a subsidiary (note 28) W B8 —FRE B B A &) (B 5E28) (3,791) —
Disposal of a subsidiary HE—FHME AT — (5,232)
Charge to the income statement (note 10) AUz X FE (BisE10) — (6,596)
At 31 December W+=—A=+—H (3,791) —

At the balance sheet date, the Group has unused tax losses
of approximately HK$3,563,000 (2006: HK$35,194,000)
available for offset against future profits. No deferred tax
asset has been recognised in respect of such losses due to
the unpredictability of future profit streams. Included in
these unrecognised tax losses are losses of approximately
HK$588,000 (2006: HK$32,219,000) which will expire after
five years from the year of assessment they relate to. Other
tax losses may be carried forward indefinitely.

The balance at 31 December 2006 included an amount of
approximately HK$32,219,000 representing the tax losses
of a subsidiary which had been disposed of during the year
ended 31 December 2007.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

27. SHARE CAPITAL 27. lEX
Number of
shares HK$'000
B & FHT
Authorised: EERE :
At 31 December 2006 and RZZEZERF+ZA=+—BRK
31 December 2007 —EELF+-A=1T—H
Ordinary shares of HK$0.10 each FREEI0BIT . LB 2,000,000,000 200,000
Issued and fully paid: CRITRARKE :
At 1 January 2006 and RZZEERF—HA—BRK
31 December 2006 —EERF+ZA=+—H
Ordinary shares of HK$0.10 each BREEI0E T . @Ak 1,360,000,000 136,000
Issue of shares R ET 272,000,000 27,200
At 31 December 2007 R-¥TtE+-A=+-H 1,632,000,000 163,200
(@)  On 7 April 2006, the Company and Zhang Sugian, an (@ RZEZEXFHALER- $Qﬁj
independent investor, entered into a subscription HBUVREERZFHRE
agreement in respect of the subscription of 0. 1O/a7EZTETu 2 #%272,000,000
272,000,000 ordinary shares of HK$0.10 each. REBARET L RS o BRI
Pursuant to an ordinary resolution passed on 26 T+ F+ AT RARBZ
November 2007, the Company alloted and issued TBRER ARRIR-TZE L
272,000,000 ordinary shares at HK$0.10 each to F+—HAZ T+ NBUAEKR.10E
Zhang Sugian on 29 November 2007. T2 B MR EFAERET

272,000,0000% & 3@ % °

All these new ordinary shares rank pari passu in all FIBZSEMBTEAREARAR
respects with the then existing ordinary shares of the ERNCBITERRE ﬁﬁﬁﬁi’]
Company. ZERE#ERD -

(b) The Group actively and regularly reviews and (b) ANEEEELTE SRR EER
manages its capital structure to ensure optimal BRGERE  UBRERREER
capital structure and shareholder returns, taking into HERYMRRREHESER - A
consideration the future capital requirements of the ZREAZBRERATERRELRT
Group, prevailing, projected profitability and I - BRIRTEEA 2 B A g KT8
projected operating cash flows. The directors regard REERENE - WEREIEM
total equity as capital, for capital management § EEHAERRIEER -
purposes.

%

.
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NOTES TO THE FINANCIAL STATEMENTS
BA 95 S 3R Bt o

For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

28. ACQUISITION OF SUBSIDIARIES

During the year, the Group acquired certain subsidiaries,

details of which are as follows:

(a)

(b)

On 17 December 2007, the Group acquired 100% of
the issued share capital of Boshing Investments for
a consideration of HK$25,000,000. Boshing
Investments and its subsidiary, Chaohu Boshing
Tourism Development Co., Ltd. (collectively referred
to as “Boshing group”) are principally engaged in
property development. The goodwill arising as a
result of the acquisition of approximately
HK$4,520,000 is attributable to the benefit of
expected revenue growth and future market
development of Boshing group.

On 31 December 2007, the Group acquired 100% of
the issued share capital of Graceful Link and the
shareholder’s loan due by Graceful Link for a total
consideration of HK$90,000,000. Graceful Link is
principally engaged in property investment. The
excess of fair value of net assets acquired over cost
of acquisition arising as a result of the acquisition of
approximately HK$8,772,000 was recognised in the
income statement during the year.
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28. WFERt B 2 E]

REERFRNRBETHBAR - &
BT

(a)

(b)

R-ZBEZ+F+-A++H K
£ [815425,000,00078 7T 2 B U BE
EHIRE Z100%0 TN - B
ARERENBRARENE IR
HEHEERAR (AEIESS
B XEREMETEEL - K
8 P 4 2 B %) 734,520,000/
T IREERSEBEH AL
EEBEMSRABEHKE -

RZEZ+F+=-A=+—8"
7K £2 [B] 490,000,000 7T 2 421X
B - WEERHE Z100%E ZITIRA
RS RAS 2 RRER o EE
EREMEREER - AKIEM
EECZHEEEFE AT ELE
B X AR 2 6 BB 49 458,772,000
BT ERFERFTARGEE -
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

28. ACQUISITION OF SUBSIDIARIES (Continued) 28. WFBMIBAE (&)
The fair value of the identifiable assets and liabilities of g;%quﬁﬁﬁﬁg AR HREENREE
these subsidiaries acquired as at their respective dates of NELKGWERS AFE(EERS
acquisition, which have no significant differences from SEmETESAZR) M
their respective carrying amounts, are as follows: a -
Boshing group  Graceful Link Total
EAKE an B B
HK$'000 HK$'000 HK$'000
FET FAET FET
Net assets acquired: s EESE:
Investment properties REME — 102,563 102,563
Prepayments for removal and T)?LZZE%% B
relocation costs B HIE 21,000 — 21,000
Bank balance RITHEE 8 — 8
Accruals and other payables JEETE A R E A B 5IE (528) — (528)
Amount due to the immediate ENEZEERAR
holding company BIA — (62,704) (62,704)
Deferred tax liabilities BELEHRARE — (3,791) (3,791)
20,480 36,068 56,548
Assignment of amount due from RN — B
a subsidiary NAlZFHIA — 62,704 62,704
Goodwill (note 18) EGEAL) 4,520 - 4,520
Excess of fair value of net assets FIEEEFEL A TE
acquired over cost of acquisition BERERBARKAZ
of a subsidiary (note 7) Z5 (EE7) — (8,772) (8,772)
Total consideration satisfied by cash ~ #2K8 (AIR & 2 1) 25,000 90,000 115,000
Net cash outflow arising on acquisition: 4B &= & 2 3 & 7t HF 58 -
Cash consideration paid EXHRERE 25,000 90,000 115,000
Bank balance acquired FTiSR1T 4R (8) — (8)
24,992 90,000 114,992
Since the respective dates of acquisition, Boshing group ERWEHEE  SEREEEKHEAY
and Graceful Link contributed a loss of approximately B 75 7 = [ 4F (33 K1) 25 3 49 79,0007 T

HK$79,000 and HKS$nil respectively to the Group's profit

THETZERE -
for the year. B IC L

If the acquisition of these subsidiaries had been completed WEZENBRARAICWBR -2+
on 1 January 2007, Boshing group and Graceful Link would F-A—HExK EFEE &G E
contribute HKSnil and approximately HK$6,432,000 to the 4 5 B A 7 £ [ 4 R A B T i R 2

Group’s turnover and profit for the year respectively. The 56 T 5 7T T2 46,432,000 5T B B 0
=/ m y 7 Vi /\

proforma information is for illustrative purposes only and R e Y . N
=2 > N = s \L\k,
is not necessarily an indication of turnover and results of wHEARERBIERBAAGE - KLH

the Group that actually would have been achieved had the RERfEREER —F T+ F—A— A%
acquisition been completed on 1 January 2007, nor is RASEE BEREEENRESR - T
intended to be a projection of future results. AR IR 7 248 -
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

29. DISPOSAL OF SUBSIDIARIES ;:%@%tﬂf*ﬂjﬁ’ﬁ :%E;tﬂi
— , PN A
On 10 January 2007 and 21 August 2007, the Group )I\iﬂf;;— Ei Fjﬁj%j%%ﬁﬁ
disposed of its entire equity interests in GZ Plaza and 50% %:\% Fi5 2 2EEE RN SR 25005
equity interests in Trisum respectively. . ©
2007 2006
—EFTtE —EERF
HK$'000 HK$'000
FERT FHET
Net assets/(liabilities) disposed of: PEEE/ () FE:
Property, plant and equipment W - BB REE 2 295
Investment properties wEME — 115,000
Properties held for/under development T%ﬁf’ﬁ?é)fé/%@ SRS 270,852 —
Deferred tax assets BEEBIEE E — 5,232
Prepayments for construction contract @M/\ ’ﬁﬁiﬁ I8 9,924 —
Inventory of completed properties WIFEEAME — 3,879
Accounts receivable JT’EEH&EE%K \ — 1,960
Prepayments, deposits and other ENZE - -FTe2k
receivables H b fE WK IE 1,962 2,554
Bank and cash balances R1T MR & A BR \ 83 551
Assets of a disposal group classifiedas ~ JIRIHAELEZ HE
held for sale (note 23) HeEE (MEE23) 184,012 —
Accounts payable & BR 3K (28,486) (67,283)
Accruals and other payables JEETE A & E b fE FIE (2,931) (197,327)
Amounts due to the Group AN S B FIE (210,415) —
Current tax liabilities ARIARE ‘ (316) (15,118)
Liabilities associated with assets of JIARHBIEEEZHE
a disposal group classified as HeBEEZHEEARE
held for sale (note 23) (Bt3E23) (95,344) —
Net assets/(liabilities) disposed of HEEE (A Ti ) FE 129,343 (150,257)
Release of exchange fluctuation reserve SN i B) {3 155 (1,499) 36,934
R 127,844 (113,323)
Assignment of debts B EE 84,600 —
Direct costs of disposal HE 2 BEEKA 415 —
Gain on disposal of subsidiaries HEH BRI 49,795 123,323
262,654 10,000
Satisfied by: IATE R ZAT -
Cash consideration fﬁ%ﬁfﬁ 200,017 10,000
Transfer to investments in jointly HERE R L RES
controlled entities ERZKRE 62,637 —
262,654 10,000
Net cash inflow arising on disposal: HEEEAZHRESRATHE
Cash consideration received net of BEYRIREHKE
direct costs BB A 199,602 10,000
Deposit received in the prior year BEFEERMETE (20,000) —
Settlement of accounts payable by BEhRNERER
the purchaser (note 30(a)) (P 5E30(a)) (5,550) —
Bank and cash balances disposed of HERITRIRGER (93) (551)
173,959 9,449
i g b i ! '&1 r -r'
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

30. MAJOR NON-CASH TRANSACTION 30. XEFRERH

(@) During the year, repayment of accounts payable of (@) A #955,550,0007%8 T FETER
approximately HK$5,550,000 was satisfied by part of KA EH B AR 258 B &EFT
the sales proceeds from disposal of subsidiaries (note 1SRIEE R (f)E29) -

29).

(b) During the year, addition to properties held for/ (b) FRN G BFEEBRRE ERPYWE
under development of approximately HK$7,479,000 ZINE #17,479,0007%8 7T LA K $5 AN
was satisfied by setting off against the Group’s other SECZHMERFEZTAX
receivables. (NI

31. LEASE COMMITMENTS 31. HAXIE

At 31 December 2007, the total future minimum lease RZZFEZLF+A=+—08 " RE

payments under non-cancellable operating leases are AL ERY BREN &K

payable as follows: MAFIELBOT -

2007 2006

—TEtE ZETRF

HK$’000 HK$'000

THET FHET

Within one year —F LR 2,596 1,298

In the second to fifth years inclusive F_EZELF (BEEEMFE) 854 1,026

3,450 2,324

Operating lease payments represent rentals payable by the KERARBEASERESETHA
Group for certain of its offices. ERENZHES -
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

32. RELATED PARTY TRANSACTIONS 32. FAEANLEXS
In addition to those related party transactions and BR 2 B 75 i 3% L Ath 3010 P4 BB 2 B i
balances disclosed elsewhere in the financial statements, ARG REHIN - REEEEREE
the Group had the following transactions and balances ATFETINRZS RER

with its related parties:

(@) Key management personnel compensation (a) EEEEANSHM
The key management personnel of the Group AEEFZEEBABREMEE
comprises all directors, details of their emoluments = AHEBRETFMNZFERIE
were disclosed in note 12 to the financial statements. WERMIFE129 5, o

(b) Balances with related parties (b) EHEAEAN L 46
Included in accruals and other payables are amounts JEFtE R R HAM BN RIER HE
in total of approximately HK$150,000 (2006: #]1150,0008 T (ZZEZ N F
HK$203,000) representing accrued directors’ 203,000/ 7T) 2 FRIE A FER T A
emoluments due to the Company’s directors. The NRRAEFZEAESHM - BT
accrued directors’ emoluments are unsecured, ERFMEER 2B RANER
interest-free and will be settled in cash. BT o

o IR
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NOTES TO THE FINANCIAL STATEMENTS

33. EVENTS AFTER THE BALANCE SHEET DATE

(a)

()

On 31 January 2008, the Group entered into an
agreement to acquire the land use rights of a land
situated in Chaohu City, Anhui Province, the PRC at a
total consideration of RMB24,050,000. This land
together with the piece of land acquired in
December 2007 (note 17) will be developed for a
project with a comprehensive mixed use community
comprising office, hotel, retail, residential and pier
terminal. The acquisition of the land use rights was
completed in March 2008.The Group is in the process
of applying for the land use rights certificate subject
to the approval from the PRC Government.

On 5 March 2008, the Group entered into a
conditional sale and purchase agreement to dispose
of its remaining 50% equity interests in Trisum and
the debts due by Trisum to the Group of
approximately HK$125,815,000 at a total
consideration of approximately RMB257,432,000.
Trisum together with its wholly owned subsidiary, GZ
Jiannan are principally engaged in property
development.The disposal is still in progress up to
the date of this report.

On 11 March 2008, the Group entered into two
conditional sale and purchase agreements to acquire
certain properties situated in Meizhou City,
Guangdong Province, the PRC at a total
consideration of approximately RMB61,457,000.The
acquisition is still in progress up to the date of this
report.

On 24 April 2008, the Group entered into a disposal
agreement to dispose of its entire equity interests in
NF Liwan and the debts due by NF Liwan to the
Group of not more than HK$112,740,000 at a total
consideration of HK$60,000,000. The disposal is still
in progress up to the date of this report.

97
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For the year ended 31 December 2007
HE_ZT+F+_A=1+—HILFE

33. ZFEHEEHE

(a)

(c)

RZFEZENF—A=+—H" &
%@ﬂi%ﬁ%%$! BEHE
AT — e L 2 L (FE R - 48
RF%AE%M%MWW;%W
BRERS—BR_ZET+LF+=
AU e i (B aE17) & AR

BR—EZRBEGEHERIER 8
BWMAE  BE TE - -IEK
ESERIERIZ - Bt (E AR
ZWBER-_TETENFZA%
X o ZN5R (B 1E7E BB 55 -t f5F F 4
F BT BB AROE

RZEZENF=RAAH ~&E
ﬂiﬁ%#ggﬁm’ﬁmA
R ZER T 50%E m A R EIRR
AR 2 E1849125,815,0007%
T BREBELOABARE
257,432,0007T - @R ERHE2E
MEARIEMEEETEREYME
FEER - BEAREBH - %

HEDEETTF o

RZZEZENF=A+—H  X&&E
B UM BKREEERZ - I
BURPEEREEMNMONSET
M BREHNVAEARE
61,457,0007T ° B EARREHH -

MBI EETTH -

N\ZETEN\FOA-+MAE - K
SEFV R SRS HEERA
ZERBEREERARFETH

“KH$§IZ1ETy%
112,740,000 7T * BRE A
60,000,000/ 7T ° Bl ZE A ¥ E H
- ZEENEETH -
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For the year ended 31 December 2007

HE_ZZHF+_A=Z+—HILFEE

34. PRINCIPAL SUBSIDIARIES 34. TEMBAT
Particulars of the principal subsidiaries at 31 December R-ZZEZELF+_A=T—HFZMK
2007 are as follows: BARIZFBOT :
Place of
incorporation or Percentage of
registration/ ownership interest/
operations Issued and voting power Principal
Name of subsidiary SEMALREMR paid up capital FiEERE:R/ activities
WEARER EXH ERTRAERE REEBOL TEXEH
Direct  Indirect
EE CF:
Nam Fong International British Virgin Islands/ Ordinary 100% — Investment
Group Limited Hong Kong US$10,000 holding
mAEREEERAA RERTES/AH LER10,000ET RERR
Nam Fong Liwan Plaza British Virgin Islands/ Ordinary — 100% Property
Limited Hong Kong US$10,000 investment
HhnERSERRE RBRELEE/E% LBR10000ET NERE
Polyhero International Hong Kong Ordinary — 100% Tenancy
Limited e HK$10,000 agreement
EXBRERAR LA 10,000% 7T signing agent
HEwHZ
BHRE
Stand-up Investments Hong Kong Ordinary — 100% Holding of
Limited e HK$10,000 motor vehicles
HEREERDA 3B 10,0008 7T REAE
Boshing Investments British Virgin Islands/ Ordinary - 100% Investment
Limited Hong Kong US$1,000 holding and
EAREARRA RBRUBE /BB TBR1,000%T property
development
REERR
NEER
b 4 ]
et
e e
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For the year ended 31 December 2007
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34. PRINCIPAL SUBSIDIARIES (Continued) 34. TEMBAT (&)

Place of

incorporation or Percentage of

registration/ ownership interest/

operations Issued and voting power Principal
Name of subsidiary Bl a1 paid up capital FEE#ER/ activities
MEAREMR EEHEY ERTRBERE REERDHL TEEK

Direct  Indirect
=§; 3 CE
Chaohu Boshing Tourism PRC US$1,410,500 — 100% Property
Development Co,, Ltd. # * H 1,410,500% 7T development
ENERREREER A4 MEER
Graceful Link Limited Hong Kong Ordinary — 100% Property
WEERAR] e HK$2 investment
LmRET MERE
# Registered as a wholly-owned foreign enterprise under the # BREBERBUEEIMAILIZE2INER
PRC law. Al o

* For identification purposes only. * EHER
The above list contains the particulars of subsidiaries TP EBREIECERNESEHES -
which principally affected the results, assets or liabilities BEXBECLMBARZE |EE ° % =
of the Group. To give details of other subsidiaries would, RE REHMMBERRFEEER
in the opinion of the directors, result in particulars of BRBRIUE ©

excessive length.

35. APPROVAL OF FINANCIAL STATEMENTS 35. MBHmRZHLE
The financial statements were approved and authorised BHRREREN_EENFRAT/~H
for issue by the Board of Directors on 16 May 2008. HESZGHEREERE -

20 %57 B R A 5



FIVE-YEAR FINANCIAL SUMMARY
hSFMBHME

The summary of the results, assets and liabilities of the Group

for the last five years is as follows:

ENEE:

Year ended 31 December

BE+-A=+—-BHILEE

TEBAREERBEABFE XS - B

2007 2006 2005 2004 2003
—EEtE —TETRF —TTHF —ZTTNF —TT=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FET FET
RESULTS E 4
Turnover RER 12,254 23,406 45,551 19,064 12,059
Profit/(Loss) before tax ~ BFEiATE F,/ (E518) 8,778 66,664 (164,923) (54,892) (14,807)
Income tax FrigHi (1,117) (6,596) 493,450 22,934 9,105
Net profit/(loss) REREEEF
attributable to (&18) 55
shareholders 7,661 60,068 328,527 (31,958) (5,702)
As at 31 December
®+=B=+—-H
2007 2006 2005 2004 2003
—E%tE _—TTRFE —_TTHF —_TENFE —TE=F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FHET TET FET T FET
ASSETS AND LIABILITIES BERERE
Total assets EEMBE 495,128 645,653 823,745 1,162,408 1,246,856
Total liabilities BEAH (17,801) (213,556) (495,387)  (1,208,879)  (1,089,907)
Net assets/(liabilities) BE/(AfE) FE 477,327 432,097 328,358 (46,471) 156,949
b 4 ]
' e
r Bals g
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