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CONSOLIDATED INCOME STATEMENT mEWER
12 months 12 months 12 months 9 months 12 months
ended 31 ended 31 ended 31 ended 31 ended 31
December 2008  December 2007  December 2006 December 2005 March 2005
—EZN\F e 2L RF —ETRF “ZT0HF
+ZA=+-B +tZA=+—8 +ZA=+—-H +ZA=+—-H =A=1+—H
+=8A +=@A +-@A NEA +=1@A
HK$’000 HK$°000 HK$'000 HK$'000 HK$'000
FET AT FAT FAT FET
(restated)
(E5)
Revenue W& 16,667 15,936 13,753 11,415 16,542
Profit before tax BRELALA A 3,645 26,187 11,115 13,943 2,609
Income tax expense FrEfAY (29) (221) (1,039) (2,661) 853
Profit attributable ARAERFEA
to the equity holders of JE (% F
the Company 3,616 25,966 10,076 11,282 3,462
Profit attributable ARAERFEA
to the equity holders JE (% F
of the Company (excluding (TR
extra-ordinary items) TEEIER) 3,616 25,966 10,076 11,282 3,462




CONSOLIDATED BALANCE SHEET mEEERER
As at As at As at As at As at
31 December 31 December 31 December 31 December 31 March
2008 2007 2006 2005 2005
—ZENF —ETEF 2L RF —ETRF —ETHF
+ZA=+-B +tZA=+—8 +ZA=+—-H +ZA=+—H =A=1+—H
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
FET FHET FHET FHET BT
(restated)
(E751)
ASSETS AND LIABILITIES 2EREE
Total assets EERE 141,871 139,410 148,578 144,965 134,924
Total liabilities BERE (19,518) (20,261) (55,982) (57,102) (58,344)
Net assets FEE 122,353 119,149 92,596 87,863 76,580
PER SHARE DATA BREE
As at As at As at As at As at
31 December 31 December 31 December 31 December 31 March
2008 2007 2006 2005 2005
—ZENF —ETEF 2L RF —ETRF —ETHF
+ZA=+-B +tZA=+—8 +ZA=+—-H +ZA=+—-H =A=1+—H
HK Cents HK Cents HK Cents HK Cents HK Cents
Bl B Bl bqll Bl
(restated)
(E5)
Earnings per share BEF
(excluding extra-ordinary ~ (MBEIFEF
items) HE) 0.68 492 1.94 2.17 0.67
Net book value per share S EREFE 22.97 22.36 17.81 16.90 14.73




PROFIT ATTRIBUTABLE EARNINGS PER SHARE
TO THE EQUITY HOLDERS OF THE COMPANY
RRRERER AEGRR FRER

(excluding extra-ordinary items) (excluding extra-ordinary items)
(TBEFEFMEE) (TBIEFEFIHLER)

HK$000 HK Cents 71l

FAT

As at 31/3/2005  31/12/2005 31/12/2006 31/12/2007 31/12/2008 As at 31/3/2005  31/12/2005 31/12/2006 31/12/2007 31/12/2008
o= =

NET BOOK VALUE PER SHARE
FRREFE

HK Cents A1l
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On behalf of the Board of Directors (the “Board”) of Fujian
Holdings Limited (the “Company”) together with its subsidiaries
(the “Group”), I am pleased to present the annual report and the
audited consolidated results of the Group for the year ended 31
December 2008.

BUSINESS REVIEW

For the year ended 31 December 2008, the Group achieved
turnover of approximately HK$16.67 million, representing an
increase of approximately 4.6% as compared to approximately
HK$15.94 million in the previous year. Net profit attributable to
shareholders was approximately HK$3.62 million, representing a
decline of 86.1% over the previous year. Basic earnings per share
was approximately 0.68 HK cent for the year ended 31 December
2008 as compared to basic earnings per share of approximately
4.92 HK cents last year. Total assets less current liabilities value
increased by 7%, a net increase of approximately HK$8.89 million
to approximately HK$135.83 million as compared with last year.
All of these achievements clearly demonstrated the persistent
efforts made by the management and employees of the Group in
developing its business.

DIVIDENDS

The Company did not propose any dividends for the year ended
31 December 2008. The Directors do not recommend the payment
of a dividend for the year ended 31 December 2008.

PROSPECTS

Looking forward to the coming future, the Group will continue to
adopt a prudent approach in its business development and
financial strategy. Besides, the Group will plan its future through
changes and continuing improvement.

ACKNOWLEDGEMENTS

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

WANG Xiaowu
Chairman

Hong Kong, 15 April 2009

BV

RABRRREBZEBRAR QR ([ARE]) REKB
RE)([AEE])z2E2=2 ([EF8)) MAR=2
SEBZE_ZTN\FT_A=+—RILFEZHK
FERERKBRRAEE -

O E

BHE_ZZN\F+_A=+—BLFE  F5H
LEFELE/TEATT BEFHILM4EAET
LE® - B IN4)4.6% o IRERFEIE LR #3628 T
REFMA86.1% BE_ZTZENF+_A=+—
BIEFE  SREXARFO0.68EIIl  EFEEKR
HEARBNHRL2EM - @EERRDEELE
FEEM7%  FRO/BBIBET  EE2HR
13,5838 BT - U EXRAHRR T AKEEHEE M
BTHEBERITANTES S -

9=

ARALMERBE-TEN\F+-A=+—AL
FEAMRS - EFTRBEE-FTBN\F+ 7
St-BEEAARS -

AIRRE
REAK  AREBBERA—EOBNEHERR

REITERE - U5h - AR BB RE RIS
SERRFAE A °

&

AANFEUREHSAUBER - SERHEREPERE—
FHAREENRNHF o AT I RO R & E
ERETIWFHTIEMELER - ANEHAE
BARREBNERETE TREER -

b=\ :
EY

FE —TENFOATEREA




ﬂ)%ﬂﬁ&ﬁﬂ‘ﬁ

BUSINESS REVIEW

The turnover of the Group for the year ended 31 December 2008
amounted to approximately HK$16.67 million, representing an
increase of approximately 4.6% as compared to approximately
HK$15.94 million in the previous year. The increase was mainly
resulted from the increase in rental income through rental
reversion as the leasing cycle reverts and the appreciation of
Renminbi against Hong Kong Dollar for the period under review.

Facing the turbulent economic environment in the year under
review, the Group still continued to deliver positive result again in
year 2008. For the year ended 31 December 2008, the gearing
ratio (dividend non-current liabilities by equity plus long term
liabilities multiple by 100 which results in percentage) of the Group
was 9.9% (2007: 6.1%). The increase in gearing ratio was mainly
resulted from the increase in the non-current other receivable of
approximately HK$5.65 million (2007: Nil) for the period under
review. For the year ended 31 December 2008, net profit
attributable to shareholders was approximately HK$3.62 million,
representing a decline of 86.1% over the previous year. Basic
earnings per share was approximately 0.68 HK cent for the year
ended 31 December 2008 as compared to basic earnings per
share of approximately 4.92 HK cents last year. The decline in
net profit and earnings per share was mainly resulted from the
decrease in the impairment loss reversed in respect of other
receivable by 85.3% to approximately HK$4.51 million for the
period under review.

During the year under review, the Group did not have substantial
losses attributable to the impairment of receivables. However, the
Group had to account for loss in fair value of investment properties
approximately HK$1.63 million (2007: gain in fair value of
approximately HK$1.5 million) and disposals of associated
companies of HK$1.96 million (2007: Nil).
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OPERATIONAL REVIEW

a.

Star-rated Hotel Operation

During the year under review, China’s hotel industries were
confronted with new challenges arising from the slowdown
of the global economy triggered by the US subprime
mortgage crisis and the exceptionally severe snowstorms
and earthquake in Mainland China. Nevertheless, the
Group achieved stable development in its star-rated hotel
operation during the year which was attributable to a good
operation management. The revenue for the star-rated hotel
operation amounted to approximately HK$15.28 million,
representing growth of 2.2% over the last year. Or reduce
by 6.41% when the appreciation of Renminbi excluded.

On 4 March 2008, the Group entered into an agreement
with Fujian Sunshine Group Limited ({8225 =B HR
A7) (“Sunshine Group”) and Xiamen Friendship
International Co., Ltd (EFIHEBE/EEEHFR L)
(“Friendship International”). Pursuant to the agreement,
Sunshine Group had agreed to transfer the management
right of the Group’s hotel to Friendship International. On
the same date, the Group entered into a management
contract with Friendship International in relation to the
appointment of Friendship International to manage the
daily operation of the Hotel for a period of five years.

Further impairment loss on doubtful receivables for
HK$0.35 million was charged to the Income Statement for
the year under review on prudent basis (2007: HK$4.89
million). The Group has engaged PRC lawyer to recover
the outstanding amounts.

In 2009, the Group will continue to strengthen its cost
management and risk control, optimize the resources and
management flow of the hotel operation, improve its ability
to respond to contingencies and enhance the overall
economic efficiency.
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Hong Kong properties held by the Group

The occupancy rate for the properties of the Group nearly
full during the year under review. It brought steady rental
income to the Group.

For the year ended 31 December 2008, the rental income
of properties in Hong Kong was approximately HK$1.39
million, while the rental income was approximately
HK$0.99 million in year 2007. The increase was mainly
resulted from the increase in rental income through rental
reversion as the leasing cycle reverts and the acquisition
of investment properties.

The erratic global economic condition in year 2009 would
likely cause a fall in demands for leases of commercial
properties in Hong Kong. However, most of existing tenancy
contracts of the Group’s properties will expire after 2009;
therefore, the impact on the rental income in 2009 is
expected to be insignificant.

On 31 March 2008, the Group entered into a sale and
purchase agreement to dispose of its entire equity interests
in Ealing Court Limited, an associated company, to the
existing shareholders at a consideration of approximately
HK$5 million. The disposal was completed in the financial
year under review.

On 31 March 2008, the Group entered into a sale and
purchase agreement to acquire a property located at Shop
D on Ground Floor, Ealing Court, No. 259A Temple Street,
Kowloon, from Ealing Court Limited at a consideration of
HK$5.1 million. The acquisition was completed in the
financial year under review.

On 16 June 2008, the Company entered into the provisional
agreement relating to the disposal of the above mentioned
property held for sale. Pursuant to the provisional
agreement, the Company agreed to sell, and the purchaser
agreed to purchase, the above-mentioned property for a
cash consideration of HK$9.5 million. The disposal was
completed in the financial year under review.
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On 3 July 2008, the Group entered into a sale and purchase
agreement to dispose of its entire equity interests in Sherrin
Property Investment Limited, an associated company, to
the existing shareholders at a consideration of
approximately HK$2.83 million. The disposal was
completed in the financial year under review.

On 3 July 2008, the Group entered into a sale and purchase
agreement to acquire 3 properties from Sherrin Property
Investment Limited at a consideration of HK$3.82 million.
The acquisition was completed in the financial year under
review.

c.  Piano Manufacturing

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

FUTURE DEVELOPMENT

Looking forward to the coming future, the Group’s management
will seize challenges by upholding a standardized and market-
oriented operation model, and strive to achieve continual growth
in the Group’s profits and higher returns for shareholders.

FINANCIAL REVIEW
Liquidity and Financial Resources

As at the balance sheet date, the Group had a net cash balance
of approximately HK$29.90 million (2007: HK$16.82 million). The
Group's net asset value (assets less liabilities) was approximately
HK$122.35 million (2007: HK$119.15 million), with a liquidity
ratio (ratio of current assets to current liabilities) of 5.49 (2007:
1.43). This high level of liquidity and available funding will enable
the Group to meet its expected future working capital requirements
and to take advantage of growth opportunities for the business.
During the year, there was no material change in the Group’s
funding and treasury policy. The Directors do not expect the
Company to experience any problem with liquidity and financial
resources in foreseeable future.
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Charge on Assets and Contingent Liabilities

On 24 February 2008, the Group subsequently repaid the loan of
HK$2.13 million which was secured by the Group’s 40% interests
in Xiamen Plaza. Accordingly, a notice on release of Property from
charge was filed to Xiamen Administration for Industry and
Commerce on 30 June 2008. Neither other properties nor any
bank deposits of the Group were pledged to secure banking
facilities granted to the Group.

Capital Structure of the Group

The Group’s monetary assets, loan and transactions are principally
denominated in Hong Kong dollars and Renminbi. Operating
outgoings incurred by the Group’s subsidiary in mainland China
is mainly denominated in RMB, which usually receives revenue
in RMB as well. The management is of the opinion that the Group’s
exposure to foreign exchange rate risks is not significant, and
hedging by means of derivative instruments is considered
unnecessary. The funding and treasury policies of existing
subsidiaries of the Group are centrally managed and controlled
by the senior management of the Group in Hong Kong.

Substantial Disposal and Acquisitions

The Group had not participated in any substantial acquisition and
disposal during the year under review.

Contingent Liability

During the year, the Group did not have any significant contingent
liability.

HUMAN RESOURCES

As at 31 December 2008, the Group had approximately 129
employees in Hong Kong and Xiamen. The remuneration package
was determined with reference to performance and prevailing
salary levels in the market. The Group also provides employees
with training, mandatory provident fund scheme and medical
insurance cover.
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EXECUTIVE DIRECTORS

Mr. WANG Xiaowu, aged 52, is the Chairman of the Group, a
director and Vice Chairman of HC Technology Capital Company
Limited, and Vice General Manager of Fujian Huamin Industrial
Group Company Limited, the ultimate controlling shareholder of
the Group. Mr. Wang joined the Group in December 2003 and is
responsible for the overall strategic planning of the Group.

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

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

Mr. WANG Ruilian, aged 45, is the General Manager of the Group.
Mr. Wang joined the Group in July 2006 and is responsible for
the daily operations and execution of the strategies developed by
the Board. Mr. Wang has over 20 years’ experience in management
and finance. Mr. Wang has previously been sent to overseas
companies to take up a number of senior management posts,
including a director and vice general manager of the Finance
Department of Fujian Investment and Development Company
Limited, and the managing director of Fujian Enterprises (Hungary)
Co., Ltd.

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

Mr. LIU Xiaoting, aged 43, is the Vice General Manager of the
Group. Mr. Liu joined the Group in November 2004 and assists
the General Manager for the daily operations. Mr. Liu has over 20
years’ experience in finance management. Mr. Liu has taken up a
number of management posts, included the related Department
of Fujian Provincial People’s Government; Director of Fujian Hua
Min Import & Export Co., Ltd.; Assistant General Manager and
the in charge of Finance Department of Fujian Industrial Company
Limited; Financial Controller of trading firm in Hong Kong.
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NON-EXECUTIVE DIRECTORS

Mr. FENG Qiang, aged 42, is the Vice General Manager of Fujian
Huamin Industrial Group Company Limited. Mr. Feng joined the
Group in January 2005. He spent years of research in the Chinese
Academy of Social Science at Fujian for corporate strategies and
reforms. He also has practical experience in corporate investment
planning, operational management and corporate restructuring
during his service in the government of Fujian Province and its
related companies. Mr. Feng has over 20 years’ corporation and
investment management experience.

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

Mr. YE Tao, aged 38, is the Deputy Managing Director of Sino
Earn Holdings Limited. Mr. Ye joined the Group in September
2004. Mr. Ye has over 10 years’ management experience. Save
as disclosed herein, Mr. Ye did not held any directorship in other
listed public companies within the past 3 years.

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

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LAM Kwong Siu, aged 75, joined the Group in December 2003.
He is the Vice Chairman of BOC International Holdings Limited,
Delegate of the National People’'s Congress (10th Session),
Chairman of the Board of Directors of Hong Kong Federation of
Fujian Association, the Chairman of the Board of Supervision of
Hong Kong Fukien Chamber of Commerce, the Vice Chairman of
Fujian-Hong Kong Economic Cooperation, the Honorary President
of the Chinese General Chamber of Commerce and the Consultant
of the Hong Kong Chinese Enterprises Association, and Non-
Executive Director of Hong Kong CITIC Ka Wah Bank Limited,
China Overseas Land & Investment Limited and Xinyi Glass
Holdings Ltd. Mr. Lam was awarded the HKSAR Silver Bauhinia
Star in 2003.
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Mr. CHEUNG Wah Fung Christopher, Jr, aged 57, joined the Group
in December 2003. He is the Chairman of Christfund Securities
Limited, Christfund Futures Limited, Christfund Finance Limited
and Christfund Corporate Finance Limited, an Independent Non-
executive Director of Tongda Group Holdings Limited. He serves
as a Member of the People’s Political Consultative Conference of
PRC, chairman of the Hong Kong Securities Professionals
Association, Council Member of the Chinese Overseas Friendship
Assaciation, Director of the Friends of Hong Kong Association, a
Council Member (1997-2000) of the Hong Kong Stock Exchange
and a Director (1998-2000) of the Hong Kong Securities Clearing
Company Limited, Committee Member of the Chinese General
Chamber of Commerce, the Honorary President of Hong Kong
Federation of Fujian Association and Member of the Standing
Committee of the Federation of Commerce and Industry of
Guangdong Province and Mr. Cheung acquired his Master Degree
in MBA from City University of Hong Kong and was appointed as
Justice of Peace by the Chief Executive of the HKSAR Government
in 2000.

Mr. LEUNG Hok Lim, FCPA (Aust.), CPA (Macau), FCPA (Practising), aged
74, joined the Group in September 2004. He is the founder and
Senior Partner of PKF. Mr. Leung obtained his fellowship with Hong
Kong Institute of Certified Public Accountants (formerly Hong Kong
Society of Accountants) in 1973. Mr. Leung, is a Non-executive
Director of Beijing Hong Kong Exchange of Personnel Centre
Limited, an Independent Non-executive Director of Yangtzekiang
Garment Ltd., YGM Trading Ltd., S E A Holdings Ltd., High Fashion
International Ltd., Phoenix Satellite Television Holdings Ltd. and
Theme International Holdings Ltd.
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The directors present the directors’ report and the audited financial
statements for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activities of the Company are hotel business and
property investment and those of its subsidiaries are disclosed in
note 6 to the financial statements.

An analysis of the Group’s turnover and contribution to results by
principal activities and geographical area of operation for the year ended
31 December 2008 is set out in note 6 to the financial statements.

RESULTS AND APPROPRIATIONS

The results and cash flow of the Group for the year ended
31 December 2008 and the state of affairs of the Group and the
Company for the year ended 31 December 2008 are set out in
the financial statements on pages 41 to 124.

DIVIDENDS

The Company did not propose any dividends for the year ended
31 December 2008. The Directors do not recommend the payment
of a dividend for the year ended 31 December 2008.

FINANCIAL SUMMARY

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

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate turnover attributable to the Group’s five largest
customers and the Group’s largest customer accounted for 25.4%
and 8.7% respectively of the Group’s total turnover for the year. The
aggregate purchases attributable to the Group’s five largest suppliers
and the Group’s largest supplier accounted for 71.6% and 29.8%
respectively of the Group’s total purchase for the year.

None of the Directors, their associates, or shareholders (which to
the knowledge of the Directors owned more than 5% of the
Company'’s share capital) had any beneficial interest in the Group’s
five largest suppliers and customers during the year.
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RESERVES

Movements in the reserves of the Group and of the Company for
the year ended 31 December 2008 are set out on page 44 and in
note 27 to the financial statements.

PREPAID LEASE PAYMENTS

Details of the movements in prepaid lease payments of the Group
are set out in note 16 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 15 to the financial statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company’s subsidiaries and associates for the
year ended 31 December 2008 are set out in notes 18 and 19 to
the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in note 26 to the financial statements.

BANK LOAN AND OTHER

There were no outstanding bank loan and other borrowings by
the Company and the Group at 31 December 2008.

CAPITALIZED BORROWING COSTS

No borrowing costs were being capitalized during the year ended
31 December 2008 (2007: Nil).

MAJOR AND CONNECTED TRANSACTIONS

On 9 May 2005, the Group entered into an extension agreement
with Railway Department, the joint venture partner of the Hotel,
to extend the operating period of the Hotel by 10 years to 31
December 2025.
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RELATED PARTY TRANSACTION

Details of related party transactions are set out in note 34 to the
financial statements.

SHARE OPTION SCHEME

Details of the Company’s share option scheme are set out in note
31 to the financial statements.

DIRECTORS

The Directors who held office during the year ended 31 December
2008 and up to the date of this report were:

Executive Directors:

Mr. WANG Xiaowu (Chairman)
Mr. WANG Ruilian
Mr. LIU Xiaoting

Non-executive Directors:

Mr. FENG Qiang
Mr. YE Tao

Independent Non-executive Directors:

Mr. LAM Kwong Siu
Mr. CHEUNG Wah Fung, Christopher
Mr. LEUNG Hok Lim (re-appointed on 24 September, 2008)

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

Mr. Leung Hok Lim has been an Independent Non-executive
Director of the Company with tenure of two years which expired
on 23 September, 2008 and was reappointed on 24 September,
2008 with tenure of two years, expiring on 23 September, 2010.
Mr. Lam Kwong Siu and Mr. Cheung Wah Fung, Christopher have
been Independent Non-executive Directors of the Company with
tenure of two years which expired on 10 December, 2007 and
were as reappointed on 11 December, 2007 with tenure of two
years, expiring on 10 December, 2009.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting have a service contract with
the Company or any of its subsidiaries which is not determinable
by the employing company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ BIOGRAPHY

Biography of the Company’s directors is set out on pages 13 to
15.

DISCLOSURE OF INTERESTS BY DIRECTORS

As at 31 December 2008, the interests of the Directors in the
shares, underlying shares, and debentures of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFO")), which (a) were required to be notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which the
Directors are taken or deemed to have under such provisions of
the SFO); or (b) were required, pursuant to Section 352 of the
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SFO, to be entered in the register referred to therein; or (c) were MEFIR
required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers contained in Listing Rules (the “Model Code”)
were as follows:
Long position in shares and underlying shares of the ARG EEBRG ZHFR
Company
Number of
issued Number of

Type of ordinary underlying Percentage

Director interests shares held shares held of interest
e 1T s E xR

==} ERER ZERHE g 4=] Bol
Wang Xiaowu Personal — 1,040,000(a) 0.2%
paZNT: {EPN
Note: BIEE -

(a) These interests represent the interests in underlying shares in
respect of share options granted by the Company to Mr. Wang
Xiaowu as beneficial owners, the details of which are set out in
the Section “Share Options” below.

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

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

Interests in competing businesses

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

Interests in assets of the Group

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

or disposed of or leased to, the Company or any of its subsidiaries.

Directors’ interests in contracts

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

As at 31 December 2008, as far as is known to the directors of
the Company and the Company, and as confirmed upon
reasonable enquiry, the register maintained by the Company under
section 336 of the SFO shows that the following persons (not being
directors and employees of the Company) had, or were deemed
to have, interests or short positions in the shares and underlying
shares of the Company which are required to be disclosed to the
Company or the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO or who were, directly or indirectly,
interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general
meetings of any other member of the Company or had an option
in respect of such capital were as follows:

Long Positions in the shares of the Company

Name of Shareholders

FERR

BE-ZTN\F+-_A=1+—RHL  #ARAE=S
RARBAA SR REELAIEE ML
i BREBARRIREES LB RIIEI36HETE
ZERMARE - TIALAEARBZEEZRE
B) AR A H A AR R RO SRR D PRI
EHFNHRGHIEXVEE2RFE3IDFABMARE L
BRAREZERSORR  HERREEEBN®
BANAIRBBR TR AR RERNEMKE AR Z
BRARE LREZ BRI AEES %A L -
B EBAZ B -

RATRRB2HFR

Number of
shares of the
Company held

% of total
issued shares
of the Company

B WA HEBTAEAAR
RRER RBEA R EET DL
HC Technology Capital Company Limited (“HC Technology”) 279,241,379 (a) 52.4
ESREREERAR ([ERBH])
FIDC 279,241,379 (a) 52.4
ERIRE
Fujian Huamin Industrial Group Company Limited (“FHIG") 279,241,379 (a) 52.4
RRERNEX (ER)ARAR([ERERNEX (RE)])
Sino Earn Holdings Limited (“Sino Earn”) 72,553,382 (b) 13.6
E(BB)ERBERAR (TEE])
Fujian Huaxing Trust & Investment Company (“FHTI") 72,553,382 (b) 13.6
RREEZEHETERELQR ([EHEFFE])
Fujian Huaxing Industrial Company (“FHIC") 72,553,382 (b) 13.6

BREEBENR ([FHEX])
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Notes:

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

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

Save as disclosed herein, as at 31 December 2008, the directors
of the Company and the Company, as confirmed upon reasonable
enquiry made by them and as indicated in the register maintained
by the Company under section 336 of the SFO, were not aware of
any other persons (other than directors and employees of the
Company) had, or were deemed to have, interests or short
positions in the shares and underlying shares (including any
interests in options in respect of such capital), which are required
to be disclosed to the Company and the Stock Exchange under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or who
owned any interests or short positions to be recorded in the register
under Section 336 of the SFO; or who was, directly or indirectly,
interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general
meetings of any other member of the Company or had any option
in respect of such capital.

(a) R E R 5H279,241, 379 AR AR © 1R
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SHARE OPTIONS

On 22 January 1997, the Company approved a share option
scheme (the “Existing Scheme”) under which the Directors may,
at their discretion, invite any employee or executive directors of
the Company and the Group to take up options to subscribe for
shares in the capital of the Company at any time during the ten
years from the date of offer. The subscription price of the
Company'’s shares shall be referred to the average closing price
of the Company’s shares as quoted on the main board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) for five
dealings days immediately preceding the offer date. The maximum
number of shares on which options may be granted may not
exceed 10% of the ordinary share capital of the Company in issue
from time to time. No options of the Company were being granted
or outstanding since the year ended 2002.

On 23 August 2001, the Stock Exchange introduced changes to
the provisions of the Chapter 17 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”) in relation to share option schemes which came
into effect on 1 September 2001. As a result of the amendments
to the Listing Rules, the Board has not been able to grant options
under the Existing Scheme. In compliance with the amendments
to the Listing Rules, by an ordinary resolution passed on 10 May
2004, the Company terminated the Existing Scheme and adopted
a new share option scheme (the “New Scheme”).
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The details of option share outstanding as at 31 December 2008 REBEFAEEIMR _EENF+_A=+—HH

as granted under the New Scheme are as follows: RITE 2 BRERNFBLOT -
Options Options Options Options
held as at exercised lapsed held as at % of
Date of 1 January during during 31 December Nature of Exercise Exercise existing
grant 2008 the Period the Period 2008 interests price period Shares
RZBENE RZBENE
-f-H RER RER +=A=t+-R tRE
BEZ [y x¥z BEZ B Rz
BEAH BRiE BRiE BRE BRE #E xd figid BAl
HKS$
BT
Wang Xiaowu 3 June 2004 1,040,000 - - 1,040,000 Personal 0.184 3 June 2004- 0.20
TR —TEmE (DN 2 June 2014
~A=H “EENE
~NAZHE
“I-mE
~AZH
Chen Danyun 3 June 2004 420,000 - - 420,000 Personal 0.184 3 June 2004- 0.08
BREZ “ZERE EA 2 June 2014
~A=H “EERE
~NAZHE
ik
~RZH
1,460,000 - - 1,460,000
The consideration to be paid upon acceptance of the options by I AR AEG R EANBIERSFIH 2R EABE

each of the grantees is HK$1. 17T °




MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year ended 31 December
2008.

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

Neither the Company nor its subsidiaries, had purchased, sold or
redeemed any of the Company'’s listed securities during the year
ended 31 December 2008.

CORPORATE GOVERNANCE

The Directors consider that throughout the year ended
31 December 2008, the Company has complied with the Code
on Corporate Governance Practices (“Code on Corporate
Governance”) as set out in Appendix 14 of the Listing Rules. The
Company had received from each of the Independent Non-
executive Directors a verbal confirmation of his independence.

The Company has adopted the Code on Corporate Governance.
The Company had made specific enquiries to all Directors
regarding any non-compliance with the Code on Corporate
Governance during the year ended 31 December 2008, and had
received confirmations from all Directors that they had fully
complied with the required standard set out in the Code on
Corporate Governance during the year ended 31 December 2008.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Group has adopted Appendix 10 to the Listing Rules, the
Model Code, as its own code of conduct regarding Directors’
securities transactions. Specific enquiry has been made with all
Directors and the Directors have complied with the requirements
set out in the Model Code for the year ended 31 December 2008.
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AUDIT COMMITTEE

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

NOMINATION COMMITTEE

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

REMUNERATION COMMITTEE

According to the Code on Corporate Governance, the Group shall
set up a Remuneration Committee with a majority of the members
being Independent Non-executive Directors. The Group
established its Remuneration Committee in March 2005
comprising three Independent Non-executive Directors, namely
Mr. Lam Kwong Siu, Mr. Leung Hok Lim and Mr. Cheung Wah
Fung, Christopher.
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The Remuneration Committee shall consult the Chairman and/ or
the General Manager of the Group about their proposals relating
to remuneration package and other human resources issues of
the Directors and senior management of the Group. The
emoluments of Directors are based on each Director’s skill,
knowledge and involvement in the Group’s affairs, the Group’s
performance and profitability, remuneration benchmark in the
industry and the prevailing market conditions.

SUFFICIENCY OF PUBLIC FLOAT

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

POST BALANCE SHEET

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

AUDITORS

Messr. HLB Hodgson Impey Cheng were appointed as the auditors
of the Company for the year ended 31 December 2008 and have
audited the accompanying financial statements. A resolution will
be submitted by the Board of Directors at the forthcoming annual
general meeting of the Company to re-appoint Messr. HLB
Hodgson Impey Cheng as the Company’s auditors for the year
ending 31 December 2009.

On behalf of the Board

Wang Xiaowu
Chairman

Hong Kong, 15 April 2009
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CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognized standards of corporate
governance principles and practices has always been one of the
top priorities of the Company. The Board of Directors (the "Board")
believes that good corporate governance is one of the areas that
lead to the success of the Company and in balancing the interests
of shareholders, customers and employees, and the Board is
devoted to ongoing enhancements of the efficiency and
effectiveness of such principles and practices.

Throughout the year ended 31 December 2008, the Company
has complied with the code provisions set out in the Code of
Corporate Governance Practices contained in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the "Listing Rules").

BOARD COMPOSITION AND BOARD PRACTICES

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

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

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

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

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

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

The Board meets regularly. For the year ended 31 December 2008,
it held four meetings. Regular Board meetings of the year are
scheduled in advance. All notices of the meeting of the Board will
be made to various directors at least 14 days prior to the meeting,
the Company Secretary will assist the Chairman in preparing the
memorandum of the meeting as to give all Directors an opportunity
to attend. Board papers are circulated not less than three days
before the Board meetings, to enable the Directors to make
informed decisions on matters to be raised at the Board meetings
and to offer them sufficient time to review the documents. The
Company Secretary and the Qualified Accountant normally attend
all regular Board meetings, to advise on corporate governance,
statutory compliance, accounting and financial matters when
necessary, as to ensure the compliance and maintenance of sound
corporate governance practice. The Company Secretary shall
prepare minutes and keep record of matters discussed and
decisions resolved at all Board meetings.

INTERNAL CONTROL

The directors have overall responsibility for the establishment,
maintenance and review of the Group’s system of internal control.
For the year ended 31 December 2008, the directors periodically
reviewed its internal control system to ensure its effectiveness
and adequacy, which embraced financial, operational and risk
management control.
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For the year ended 31 December 2008, the Board met 4 times
and the Directors’ attendance at the Board Meeting is as follows:
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Attendance
Director X R E
Chairman ESi
WANG Xiaowu AR 4
Executive Directors WITES
WANG Ruilian Finlkk 4
LIU Xiaoting 21/NT 4
Non-executive Directors FEHITES
FENG Qiang oA 3
YE Tao % F 2
Independent Non-executive Directors WU IEHITES
LAM Kwong Siu MEJK 4
CHEUNG Wah Fung, Christopher REIE 1
LEUNG Hok Lim 2 E 4

Records of Board meetings are kept by the Company Secretary,
and submitted to each Director for filing and made available to
them for their inspection.

Insurance policy has been arranged to safeguard the interests of
the Directors in case of legal proceedings.

Non-executive Directors

Mr. Ye Tao and Mr. Feng Qiang were appointed as Non-executive
Directors on 24 September 2004 and 27 January 2005
respectively and without a specific term, but are subject to
retirement by rotation at the Annual General Meeting in compliance
with the Company’s Articles of Association.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

Each Independent Non-executive Director has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing
Rules. The Company is of the view that all Independent Non-
executive Directors meet the independence guidelines set out in
Rule 3.13 of the Listing Rules, and are independent in accordance
with the terms of the guidelines.
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Mr. Leung Hok Lim has been an Independent Non-executive
Director of the Company with tenure of two years which expired
on 23 September 2008 and was reappointed on 24 September
2008 with tenure of two years, expiring on 23 September 2010.
Mr. Lam Kwong Siu and Mr. Cheung Wah Fung have been
Independent Non-executive Directors of the Company with tenure
of two years which expired on 10 December 2007 and were
reappointed on 11 December 2007 with tenure of two years,
expiring on 10 December 2009. However, their tenure is subject
to retirement by rotation at the Annual General Meeting in
compliance with the Articles of Association of the Company and
the Code on Corporate Governance, under which they have to
retire by rotation and make themselves eligible for re-election.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Group has adopted Appendix 10 to the Listing Rules, the
Model Code, as its own code of conduct regarding Directors’
securities transactions. Specific enquiry has been made with all
Directors and the Directors have complied with the requirements
set out in the Model Code for the year ended 31 December 2008.
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AUDIT COMMITTEE

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

During the year ended 31 December 2008, the members of the
Audit Committee met twice and their attendance is as follows:
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Attendance
Name of member REZRE HE IR E
LEUNG Hok Lim (Chairman) R (£ )E) 2
LAM Kwong Siu MEIK 2
CHEUNG Wah Fung, Christopher o E I 0

The Audit Committee has reviewed the interim and final financial
results for the year 2008. The Audit Committee considers the
financial statement to be complied with the appropriate financial
standards and the law regulations and with enough disclosure
has been made.
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NOMINATION COMMITTEE

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

During the year ended 31 December 2008, the members of the
Nomination Committee met once and their attendance is as
follows:
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Name of member RE AR HERE
CHEUNG Wah Fung, Christopher (Chairman) REE (/) 1
LEUNG Hok Lim BR 1
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REMUNERATION COMMITTEE

The Group established its Remuneration Committee in March
2005. The Committee currently comprises three members, all of
whom are Independent Non-executive Directors, namely Mr. Lam
Kwong Siu, Mr. Leung Hok Lim and Mr. Cheung Wah Fung,
Christopher. Mr. Lam Kwong Siu is the Chairman of the
Remuneration Committee. The Remuneration Committee adopted
the term of reference in accordance with the Code on Corporate
Governance Practices issued by the Stock Exchange. The
Remuneration Committee met once during the year as to review
the emolument policy and the benefits of the Executive Directors.

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

For the year ended 31 December 2008, the members of the
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Remuneration Committee met once and their attendance is as T—RkeHE KRERBBERLAT
follows:

Attendance
Name of member REEHE HERE
LAM Kwong Siu (Chairman) WEK () 1
LEUNG Hok Lim g D ES 1
CHEUNG Wah Fung, Christopher SREEIE 1
EXTERNAL AUDITORS SN0 A% BB
The Audit Committee has reviewed a service plan from Messr. ELEEer BERESMEEAERES T

HLB Hodgson Impey Cheng regarding their independence and
objectivity and had a meeting with HLB Hodgson Impey Cheng,
the external auditors of the Company, to discuss the scope of
their audit and approve the scope.

The Audit Committee also makes recommendations to the Board
on the appointment and retention of the external auditors.
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For the year ended 31 December 2008, the Company paid Messr.
HLB Hodgson Impey Cheng, the external auditors of the Company,
HK$495,000 as audit fees (2007: HK$495,000).

The auditors’ reporting responsibility is set out on pages 39 to 40
of this annual report.

RISK MANAGEMENT

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

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

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

The Company commits to report to the shareholders of the
Company the Group’s corporate information in a timely and
punctual way through notifying or mailing to all shareholders via
press release, Interim Report and Annual Report. The circular of
the Annual General Meeting will be distributed to all shareholders
of the Company at least 21 days prior to the meeting, which set
out the requirements and the procedure of the vote and the
relevant details of other proposed resolutions. The printed copies
of the Group’s Annual Report and Interim Report have been
dispatched to all the shareholders.

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

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

CORPORATE MONITOR

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

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

On behalf of the Board

Wang Xiaowu
Chairman

Hong Kong, 15 April 2009
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HLB G S
Hodgson Impey Cheng

Chartered Accountants
Certified Public Accountants

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

We have audited the consolidated financial statements of Fujian
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 41 to 124, which
comprise the consolidated and company balance sheets as at
31 December 2008, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance, and for no other purpose. We
do not assume responsibility towards or accept liability to any
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other person for the contents of this report. We conducted our
audit in accordance with Hong Kong Standards on Auditing issued
by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free from
material misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2008 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 15 April 2009
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Consolidated Income Statement

B Wa

wh = A,

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

Notes 2008 2007
U —2EN —TEL
Revenue Uy &5 5 16,667,080 15,935,467
Other income Hag A 7 4,401,750 1,745,657
Other gains and losses Hbug = MESE 8 5,193,098 30,119,347
Staff costs B IR (6,100,863) (5,402,281)
Depreciation E 15 (3,993,709) (3,944,031)
Amortisation of prepaid lease payment FENEEREERE 16 (2,009,302) (2,061,674)
Share of profits of associates FE{LEE AT &R 666,420 2,530,720
Other operating expenses Hne= 8 A (11,179,391) (12,735,756)
Profit before tax B %% A1 i A 3,645,083 26,187,449
Income tax expense FrERiAx 9 (29,448) (221,532)
Profit for the year REEZEF 10 3,615,635 25,965,917
Earnings per share BREF
Basic (HK cents per share) HAR (BRBA) 13 0.68 4.92
Diluted (HK cents per share) #E (8RB 13 0.68 4.87
MAEERERART —TT/ \55H 41



Consolidated Balance Sheet

A EER R

At 31 December 2008 (in HK Dollars)
R-BRN\F+=A=+—8 (XBELIIR)

Notes 2008 2007
b 22 —TEt
Non-current assets IRBEE

Property, plant and equipment M - WEKEE 15 47,816,963 51,504,553
Prepaid lease payment FE & K08 16 33,990,698 36,000,000
Investment properties KEYE 17 18,910,000 16,600,000
Interests in associates i 8 N B RE 7 19 7,984,808 17,448,121
108,702,469 121,552,674

Current assets REBEE
Inventories FE 20 105,517 99,529
Trade and other receivables B 5 & H b e URBR R 21 3,163,927 941,349
Bank balances and cash RITERR MRS 22 29,899,372 16,816,032
33,168,816 17,856,910

Current liabilities REBAE
Borrowings BEE 23 - 2,133,379
Trade and other payables B REMEMNERER 24 6,038,516 10,330,588
6,038,516 12,463,967
Net current assets RBEEFRE 27,130,300 5,392,943
Total assets less current liabilities BWEERRBERS 135,832,769 126,945,617
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Consolidated Balance Sheet
meaBEEAMBR

At 31 December 2008 (in HK Dollars)
R-ZZEENFE+=—A=+—H8 AETIIR)

Notes 2008 2007
fi —22N —BTt
Capital and reserves B R e
Equity attributable to the RAFE=EFEA
equity holders of the Company FElE =
Share capital N 26 66,597,500 66,597,500
Reserves i 55,756,164 52,551,371
Total equity RAER A 122,353,664 119,148,871
Non-current liabilities FRBEE
Deferred tax liabilities EEFIBEE 25 7,826,194 7,796,746
Trade and other payables B REMERMERR 24 5,652,911 -
13,479,105 7,796,746
135,832,769 126,945,617

The consolidated financial statements on pages 41 to 124 were
approved and authorised for issue by the Board of Directors on
15 April, 2009 and are signed on its behalf by:

ENE
Wang Xiaowu
EF

Director

EZeN_TTNAFOATHACHELRETIH
LBREZEEGVBHRRTEIAEI2AR

E 5 R
Wang Ruilian

EF

Director

BEBZERERART T N\F4R
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Consolidated Statement of Changes in Equity

£ A i 25 4

LIS

For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

Share-hased

Share Share Translation  compensation  Accumulated
capital premium reserve reserve losses Total
(Note 26) (Note 27) (Note 27)
A3 B
BLoE-Yid
g R EE BERE HMeRE 2t ER fit
(fit26) (fit3x27) (fit3x27)
At 1 January 2007 “£%+%-A-H 65,000,000 573,199,393 (5,342,606) 2,907,200 (543,167,812) 92,596,175
Exchange differences arising on HRERHMNREE 281
translation of foreign operations - - (1,764,741) - - (1,764,741)
Prafit for the year AEREMN - - - - 25965917 25965917
Total recognised income and expenses ~ FRNERRUERFE L A%
for the year - - (1,764,741) - 25965917 24,201,176
Issue of ordinary shares upon exercise of  {TEERIEREZTRH
share options 1,597,500 3,105,540 - (2,351,520) - 2,361,520
Share options forfeited RESVA 1T - - - (287,040) 287,040 =
At 31 December 2007 “S3+F+-R=t-H 66,597,500 576,304,933 (7,107,347) 268,640 (516,914,805) 119,148 871
Exchange differences arising on FRERRMIREE 78
translation of foreign operations - - (410,842) - - (410,842)
Profit for the year AEE R - = - - 3615635 3615635
Total recognised income and expenses  HAE AN RFIZ A8
for the year - - (410,842) - 3,615,635 3,204,793
At 31 December 2008 “EEN\E+ZA=1-H 66,597,500 576,304,933 (7,518,189) 268,640 (513,299,220) 122,353,664
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Consolidated Cash Flow Statement

A Bl im R R

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

2008 2007
22/ —TEt
Operating activities R
Profit for the year ZANCERi 3,615,635 25,965,917
Adjustments for: FHEIER
Income tax expense 18 29,448 221,632
Bank interest income RITH B HA (416,453) (574,758)
Share of profits of associates JE { B = N =) & A (666,420) (2,530,720)
Amortisation of prepaid lease payment  FEft7H & FAIE &k §H 2,009,302 2,061,674
Depreciation of property, Y BERKEZITE
plant and equipment 3,993,709 3,944 031
Loss/(Gain) on fair value changes of WEYENFEER (W)
investment properties 1,629,642 (1,500,000)
Gain on disposal of investment HEREME KRR
property (4,111,203) -
Impairment loss recognised in FENMEERIBREEERER
respect of prepaid lease payment - 938,326
Loss on disposal of property, HEM - BER&ESE
plant and equipment 4,570 1,067,806
Loss on disposal of associates S N a EE 1,957,288 =
Write-down of inventories FEREE N 25,807 136,894
Impairment losses recognised JE W IR TR 2 BB S 1R FE 7R
in respect of trade receivables 345,002 638,435
Impairment loss recognised H b U bR 3R BB IS 1B T RR
in respect of other receivable 9,170 4,250,580
Impairment loss reversed Lt 1 MR R 2 Rk (B IS 1B B )
in respect of other receivable (4,505,182) (30,725,427)
Waiver of interest payable on EREERNEZEHE
borrowings - (2,552,245)
Operating cash flows before BIEE B EH
movements in working capital R EIR G 3,920,315 1,342,045
Inventories FE (31,795) (8,673)
Trade and other receivables E 5 & H b eI BR IR 1,928,432 (1,307,964)
Trade and other payables B o REMERERR 1,360,839 728,668
Cash generated from operations LB ETEIR B RA 7,177,791 754,076
Interest received 2 U F B 416,453 574,758
Net cash generated hy REERBESHRNFE
operating activities 7,594,244 1,328,834
EEERERAR —== s 45



Consolidated Cash Flow Statement continued)

A B EmER e

For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

2008 2007
—Z2EN e
Investing activities BREXEK
Purchase of property, BEWE  BELELE
plant and equipment (83,949) -
Purchase of investment properties HEREME (9,221,487) -
Proceeds from disposal of REHEREME
investment property 9,393,048 -
Proceeds from repayment of R B B2 A B8R FE T BR X
amount due from an associate 650,000 -
Proceeds from disposal of associates KEHEBE DA 7,783,581 =
Dividend received from an associate XN PN 255,109 =
Net cash generated by REERZHESRANTE
investing activities 8,776,302 -
Financing activities Rl EEE
Repayment of borrowings BEEE (2,133,379) (4,608,814)
Proceeds from issue of ordinary shares & H 2 317 2 E @A - 2,351,520
Net cash used in financing activities MEHAZR SR L FE (2,133,379) (2,257,294)
Net increase/(decrease) in cash and ReREBESEEEM (BD)
cash equivalents FE 14,237,167 (928,460)
Cash and cash equivalents at FHOzReRELEE
the beginning of the financial year
16,816,032 18,879,382
Effects of foreign exchange rate changes [ = % ) &/ £ (1,153,827) (1,134,890)
Cash and cash equivalents at FH2ReRESEE
the end of the financial year 29,899,372 16,816,032
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Balance Sheet

BE A AR

At 31 December 2008 (in HK Dollars)

RZBZNE+ZA=+—H GABTIIR)

Notes 2008 2007
B = —ZEEN —TE
Non-current assets IRBEE
Property, plant and equipment L E N L 15 94,049 138,094
Investment properties KEYE 17 18,910,000 16,600,000
Interests in subsidiaries RIEEPNEI T 18 7,734,223 14,217,413
Interests in associates i 8 N B RE 7 19 - 2,650,001
26,738,272 33,605,508
Current assets REBEE
Trade and other receivables B 5 & EH b e URBR X 21 1,453,262 164,521
Bank balances and cash RITHEAR KRR 22 28,683,415 16,145,974
30,136,677 16,310,495
Current liabilities REBAE
Trade and other payables B 5 REMEMER 24 686,092 548,286
686,092 548,286
Net current assets REEEFRE 29,450,585 15,762,209
Total assets less current liabilities EERE 56,188,857 49,367,717
Capital and reserves BAR #E
Equity attributable to the equity AAaEmFEA
holders of the Company FE(E
Share capital % 7R 26 66,597,500 66,597,500
Reserves i 27 (10,408,643) (17,229,783)
Total equity AR BEE 56,188,857 49,367,717
IR FHEK
Wang Xiaowu Wang Ruilian
EF E
Director Director
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Notes to the Consolidated Financial Statements

ok 1 U 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

HE—

48

ZENF+-A=+—BFE CABTIIR)

GENERAL

Fujian Holdings Limited (the “Company”) is a public limited
company incorporated in Hong Kong and its shares are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its immediate holding company is HC
Technology Capital Company Limited, a company
incorporated in the British Virgin Islands and its ultimate
holding company is B EX (£E) AR 2R,
a state-owned corporation in the People’s Republic of China
(the “PRC”). The addresses of the registered office and
principal place of business of the Company is Room 3305A,
33/F, West Tower, Shun Tak Centre, 200 Connaught Road
Central, Hong Kong.

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

The principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are investment
holding, property investment in Hong Kong and hotel
operations in the PRC.

Fujian_Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements

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

In the current year, the Group has applied the following
amendments and interpretations (“new HKFRSs”) issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA™) which are or have become effective.

HKAS 39 & HKFRS 7
(Amendments)

Reclassification of Financial
Assets

HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury
Share Transactions

HK(FRIC) — Int 12 Service Concession Arrangements

HK(FRIC) — Int 14 HKAS 19 — The Limit on
a Defined Benefit Asset,
Minimum Funding
Requirements and

their Interaction

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

2.

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
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Notes to the Consolidated Financial Statements

ok 1 U 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

P& A 37 R] R RRASET B R B 35 3R
HER ((EBFHHREER])

STANDARDS (“HKFRSs”) (CONTINUED)

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

HKFRSs (Amendments)

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 & HKAS 1
(Amendments)

HKAS 39 (Amendment)

HKFRS 1 & HKAS 27

(Amendments)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 7 (Amendment)

HKFRS 8

HK(IFRIC)-Int 9 & HKAS 39

(Amendments)

HK(IFRIC)-Int 13

Improvements to HKFRSs!

Presentation of Financial Statements?

Borrowing Costs?

Consolidated and Separate Financial
Statements?

Puttable Financial Instruments and
Obligations Arising on Liquidation?

Eligible hedged items®

Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate?

Vesting Conditions and Cancellations?

Business Combinations®
Improving Disclosures about Financial
Instruments?

Operating Segments?

Embedded Derivatives*

Customer Loyalty Programmes®

Fujian_Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 (in HK Dollars)
HEZZZNFET_A=+—HFE AETIIT)

APPLICATION OF NEW AND REVISED 2. FERAHITREETEEBUBER
HONG KONG FINANCIAL REPORTING HER ((BBMBHREED])
STANDARDS (“HKFRSs””) (CONTINUED) (%)
HK(IFRIC)-Int 15 Agreements for the Construction of A5 (BIR S s FEHE R
Real Estate? REZET) a2
— 2 EE 159
HK(IFRIC)-Int 16 Hedges of a Net Investment in % (BB YRS HIRIBINETS 2
a Foreign Operation® REZEE) FR A
—EE 165
HK(IFRIC)-Int 17 Distribution of Non-cash Assets to BB (BB EHRE m#EE ADIK
Owners® REZET) FReEE?
—REEL/R
HK(IFRIC)-Int 18 Transfers of Assets from Customers’ B5 (BB B RS HEERECEE
ZEZET)
—=EE 185
1 Effective for annual periods beginning on or after 1 1 —EENF—A—BHUNERABZFE
January 2009 except for the amendments to HKFRS 5, ﬂﬂf‘ﬁixﬁ( REBI SR LERESHRN =
effective for annual periods beginning on or after 1 July TENFLA—HBR B2 FEHHRER
2009
2 Effective for annual periods beginning on or after 1 2 RZEZNF—A— BN ERGBZFE
January 2009 Hﬂfﬁixﬁl
3 Effective for annual periods beginning on or after 1 July 3 “EENFLA—BIUNERBZFE
2009 Hﬂﬁf}&
4 Effective for annual periods ending on or after 30 June 4 “ETNEFERNA=THEEIZENTE
2009 rﬁﬁﬁﬁixﬁl
5 Effective for annual periods beginning on or after 1 July 5 RZEZNFLA BN ERBZFE
2008 B R A R
6 Effective for annual periods beginning on or after 1 6 RZEZENF+A—HBHAERBZFE
October 2008 Hﬂ Fﬁf}&
7 Effective for transfers of assets from customers received Z “ZETNF LA —HIEUEBEKIRER
on or after 1 July 2009 %E%Zﬁ?ﬁqixﬁl
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 (in HK Dollars)

HE—

92

ZENF+-A=+—BFE CABTIIR)

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

The application of HKFRS 3 (Revised) may affect the
accounting for business combination for which the
acquisition date is on or after the beginning of the first
annual reporting period beginning on or after 1 July 2009.
HKAS 27 (Revised) will affect the accounting treatment
for changes in a parent’s ownership interest in a subsidiary.
The directors of the Company anticipate that the application
of the other new and revised standards, amendments or
interpretations will have no material impact on the results
and the financial position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

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

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

Basis of consolidation

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

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

Fujian_Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation (Continued)

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.
All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

Investments in subsidiaries

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

Investments in associates

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

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

3.
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For the year ended 31 December 2008 (in HK Dollars)
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in associates (Continued)

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

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

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

Revenue recognition

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

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

Revenue from hotel operations is recognised when services
are provided.

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

Management fee income is recognised on quarterly basis

for the fixed portion and yearly basis for floating portion
over the terms of contract.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition (Continued)

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

Property, plant and equipment

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

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

Depreciation of the hotel property is calculated on the
straight-line basis to write off the cost of the hotel property
over the remaining lease terms.

Depreciation of other property, plant and equipment is
provided to write off the cost over their estimated useful
lives and after taking into account of their estimated
residual value, using the reducing balance method at a
principal annual rate of 20%.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (Continued)

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

Investment properties

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

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

Leasing
Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards

of ownership to the lessee. All other leases are classified
as operating leases.
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For the year ended 31 December 2008 (in HK Dollars)
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SIGNIFICANT ACCOUNTING POLICIES 3. FESITBE &)

(CONTINUED)
Leasing (Continued)
The Group as lessor

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

The Group as lessee

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

Leasehold land

Interest in leasehold land is accounted for as operating
leases and amortised over the lease term on a straight-
line basis except for those that are classified and accounted
for as investment properties under the fair value model.

Foreign currencies

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

Foreign currencies (Continued)

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

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

Borrowing costs

All borrowing costs are recognised in the profit or loss in
the period in which they are incurred.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Retirement benefit costs

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

Taxation

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

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

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

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

Taxation (Continued)

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

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

Impairment of tangible assets other than
goodwill

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

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

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Inventories

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

Financial instruments

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

Financial assets

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

Financial instruments (Continued)
Financial assets (Continued)
Effective interest method

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

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

Financial assets at fair value through profit or loss

Financial assets at FVTPL has two subcategories, including

financial assets held for trading and those designated as

at FVTPL on initial recognition.

A financial asset is classified as held for trading if:

° it has been acquired principally for the purpose of
selling in the near future; or

o it is a part of an identified portfolio of financial
instruments that the Group manages together and
has a recent actual pattern of short-term profit-

taking; or

° it is a derivative that is not designated and effective
as a hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES 3. FEESFBER (@)
(CONTINUED)

Financial instruments (Continued) EWMIA (@)
Financial assets (Continued) ERMEE (8)

Financial assets at fair value through profit or loss
(Continued)

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

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

o the financial asset forms part of a group of financial
assets or financial liabilities or both, which is
managed and its performance is evaluated on a fair
value basis, in accordance with the Group’s
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or

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

At each balance sheet date subsequent to initial
recognition, financial assets at FVTPL are measured at fair
value, with changes in fair value recognised directly in profit
or loss in the period in which they arise. The net gain or
loss recognised in profit or loss includes any dividend or
interest earned on the financial assets.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

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

Held-to-maturity investments

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

Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets

at FVTPL, loans and receivables or held-to-maturity
investments.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

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

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

Impairment of financial assets

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

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

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

TESFBER (&)

£@IA (@
SWMEE (1K)
A B AE (E)

RFHEREZEER  AIHEEMBEE
BRFERE - ATFEEFTINBRAER
EERAMBEEELRNEETLRBER
b B SRR Z R BB’ B
ARG - YR BEEER (2H TN XBRY S
BEREBRZEFERE) °

FERBMSYEMSRE - AARGEANFEHE
RFEEZAHREERTERE  REXER
BESGE BN AR E B35 EE 1R
P8R (R N XA BW B EERER BN ST
®) e

MEEELRE

MBEE (EEaT AR FEEREZMBE
ERSN) enESEEE RN ERES ARED
R -REFBEBBRTIUHEEZBHIARK
RenElRNSRRARMBEERREZ
—HIZEEMHMI BT ER  BHUBHE
EfELRE

HRAMEHEERARE - ZBRRENAFE
BERERRER THRERRERR - R AR
BZEHER -

EEERERAR —== s 65



Notes to the Consolidated Financial Statements

ok 1 U 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

BHE—

66

ZENF+-A=+—BFE CABTIIR)

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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

o significant financial difficulty of the issuer or
counterparty; or

o default or delinquency in interest or principal
payments; or

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

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

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

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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

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

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

Financial liabilities and equity

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

Financial instruments (Continued)
Financial liabilities and equity (Continued)

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

Effective interest method

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

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

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

A financial liability is classified as held for trading if:

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

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

o it is a derivative that is not designated and effective
as a hedging instrument.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial liabilities and equity (Continued)

Financial liabilities at fair value through profit or loss
(Continued)

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

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

o the financial liability forms part of a group of
financial assets or financial liabilities or both, which
is managed and its performance is evaluated on a
fair value basis, in accordance with the Group’s
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or

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

At each balance sheet date subsequent to initial
recognition, financial liabilities at FVTPL are measured at
fair value, with changes in fair value recognised directly in
profit or loss in the period in which they arise. The net
gain or loss recognised in profit or loss includes any interest
paid on the financial liability.

Other financial liabilities
Other financial liabilities (including borrowings, trade

payables and other payables) are subsequently measured
at amortised cost, using the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Equity instruments

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

Derecognition

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

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

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation.
Provisions are measured at the directors’ best estimate of
the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value
where the effect is material.
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For the year ended 31 December 2008 (in HK Dollars)
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SIGNIFICANT ACCOUNTING POLICIES 3. FESITBE &)

(CONTINUED)

Financial instruments (Continued)
Share-based payment transactions
Equity-settled share-based payment transactions
Share options granted to employees

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

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

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

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

Investment properties

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

Estimated impairment of property, plant and
equipment

The Group assesses annually whether property, plant and
equipment have any indication of impairment, in
accordance with the relevant accounting policies. Where
an indication of impairment is noted, the recoverable
amounts of property, plant and equipment will be estimated
based on value-in-use calculations or scrap value. These
calculations and valuations require the use of judgement
and estimates on future operating cash flows and discount
rates adopted and estimated market value of the scraps.
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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Estimated useful lives of property, plant and
equipment

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

Impairment losses on trade and other
receivables

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

4.
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REVENUE Uy =5
2008 2007
—ZEEN —ET+
Gross rental income from letting HEREYEA S
of investment properties g A 4B =8 1,391,946 988,103
Revenue from hotel operations IS RS S 15,275,134 14,947,364
16,667,080 15,935,467
BUSINESS AND GEOGRAPHICAL EBNbEDE
SEGMENTS
Business segments E S|

For management purposes, the Group is currently
organised into two operating divisions - property investment
and hotel operations. These divisions are the basis on
which the Group reports its primary segment information.
Principal activities are as follows:

Property investment — the rental of investment properties

Hotel operations — the operation of hotel
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SEGMENTS (CONTINUED)

Business segments (Continued)

6.

Segment information about these businesses is presented

E3 Sk Nt

ERAEERZB/NT -

EBANLESE @)

below.
Property investment Hotel operations Consolidated
NERE BEER &a
2008 2007 2008 2007 2008 2007
ZEEN “EZt ZEEN “%% ZEEN “%%
REVENUE K&
Revenue from external customers IRE P 1,391,946 088103 15275134 14947364 16,667,080 15,935,467
RESULT B4
Segment result ECES 3,756,135 949,650 5,705,046 31,235,610 9,461,181 32,185,260
Unallocated income KEPMA 935467 3,263,771
Unallocated corporate expenses FEPNAER (5,460,697)  (11,782,302)
Loss on disposal of associates LEBENFER (1,957,288) -
Share of profits of associates il AEUNS T 666,420 2,530,720
Profit before tax B A& 3,645,083 26,187,449
Income tax expense FEHRS (29,448) (221,532)
Profit for the year REE G 3,615,635 25,965,917
B R RERAR —= Ty 75
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BUSINESS AND GEOGRAPHICAL
SEGMENTS (CONTINUED)

Business segments (Continued)

6.

Property investment

EBANLESE @)

E3 Sk Nt

Hotel operations

Consolidated

NERE BEXS 2&
2008 2007 2008 2007 2008 2007
ZEE) 2%t ZEE) “2%+t ZEE) “2%+t
BALANCE SHEET EESER
ASSETS EE
Segment assets NEEE 49,140,726 33,048,589 84,741,072 88912204 133,881,798 121,960,793
Interests in associates BEDRER 7,984,808 17,448,121
Unallocated corporate assets AENDNRIBE 4679 670
Consolidated total assets GRBEE 141,871,285 139,409,584
LIABILITIES af
Segment liabilities HEAR (686,092) (548,286)  (10,995,335)  (11915,681) (11,681,427) (12,463,967
Unallocated corporate liabilities FEPNREE (7,836,194)  (7,796,746)
Consolidated total liabilities GRBER (19,517,621)  (20,260,713)
OTHER INFORMATION At gR
Capital additions BALEN 9,246,667 - 58,769 365,869 9,305,436 365,869
Depreciation of property, nE BENRBZNE
plant and equipment 66,469 715,377 3,927,240 3,868,604 3,993,709 3,944,031
Amortisation of prepaid lease payment T EFAE & - - 2009302 2061674 2,009,302 2,061,674
Loss/(Gain) on fair value changes of RENENFEER/
investment properties (fz) 1,629,642 (1,500,000) - - 1,629,642 (1,500,000
Gain on disposal of investment HERENENR
property (4,111,203) - - - (4,111,203 -
Impairment loss on BRRERERE
prepaid lease payment BEREA - - - 938,326 - 938,326
Loss on disposal of property, HENE - BEMX
plant and equipment b 3| 2,756 = 1,814 1,067,306 4510 1,067,306
Impairment losses on trade receivables  JEMIR X 2 BB EH - - 345,002 638,435 345,002 638,435
Impairment loss on other receivable A YR
ZREBRRER - - 9,170 4,250,580 9,170 4,250,580
Reversal of impairment loss on IR 2 FE
other receivable BiEEE - - (4,505,182 (30,725,427)  (4,505,182) (30,725427)
Waiver of interest payable on EREEFE 288
borrowings - - - (2,552,245) - (2,552,245)
Write-down of inventories FERE - - 25,807 136,894 25,807 136,894
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BUSINESS AND GEOGRAPHICAL
SEGMENTS (CONTINUED)

Geographical segments
The Group’s two divisions operate in two principal
geographical areas - the People’s Republic of China

(excluding Hong Kong) (the “PRC”) and Hong Kong.

The following table provides an analysis of the Group’s
revenue by geographical markets:

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

EBNMEESE (8
tE s E
A KB 2 AR E R EE B R R

- B (FEERN ([HE]) REE -

TR 2 A B 45 4R Mok

Hong Kong PRC Total
B i ag
2008 2007 2008 2007 2008 2007
ZEEN “TT¢ ZEEN g ZEEN “E%t
Revenue from external customers IREF Wi 1,391,946 088103 15275134 14947364 16,667,080 15,935,467

The following is an analysis of the carrying amount of
segment assets, and additions to property, plant and
equipment and investment properties, analysed by the
geographical area in which the assets are located:

NEEME DM BEERENREY

*  BEMZERED
T

FZHE 25

2008 2007
—Z=EEN —ZEF+

Assets located in BEMR
- PRC — 84,184,286 88,816,988
— Hong Kong — BB 49,702,191 33,144,475
133,886,477 121,961,463
Interests in associates Bt N Al = 7,984,808 17,448,121
141,871,285 139,409,584

Capital expenditure BEARRX
- PRC — 58,769 365,869
— Hong Kong — BB 9,246,667 =
9,305,436 365,869
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For the year ended 31 December 2008 (in HK Dollars)

HE_ZZN\F+_A=+—RFE CAETIIT)

7. OTHER INCOME 7. HalwA
2008 2007
—ZEEN e

Income from granting the 15 78 &5 B i B 1R

management right of the RETEEREMEAE

Group's hotel (notes (i), (ii), 2 WA (B EE ), (i),

(i) and (iv)) (iii) % (iv)) 3,942,627 1,017,443
Bank interest income SRITHI B U A 416,453 574,758
Others H A, 42,670 153,456

4,401,750 1,745,657

Notes: B 53

(i) On 30 June 2004, Yan Hei Limited (“Yan Hei”), a wholly (i) ARr2ENBRARCERRAR (=
owned subsidiary of the Company, entered into a Bl BB E= S REGLEBFR AR
management contract with an independent third party, (FEREBDR_ETWNFA=1+HE
BEB Y EE AR A A (Fujian Sunshine Group Limited) ZAG A EREEEMREENBE (DB
(“Sunshine Group”) in relation to the appointment of ED - WBIETBRCEBRARZENES
Sunshine Group to manage the daily operation of Xiamen AREMEmEABEESRA R ([EE])
South East Asia Hotel (the “Hotel”), a hotel owned by BEZBEREEE LERER ([E12
Xiamen South East Asia Company Limited (“Xiamen AR - BETF -

Plaza”), a wholly-owned subsidiary of Yan Hei, for a period
of ten years.

(ii) On 4 March 2008, Yan Hei and Xiamen Plaza entered (ii) RZZEZNF=ZANA @ CERRBHERS
into an agreement with Sunshine Group and & P92 B HEEREMBELEEEGR AR ([
JEEIE AR QA (Xiamen Friendship International Co., )R —ERE - Bt - B EEER
Ltd) (“Friendship International”). Pursuant to the B Ji AR B FR A T B o
agreement, Sunshine Group had agreed to transfer the
management right of the Hotel to Friendship International.

(iii) On 4 March 2008, Xiamen Plaza entered into a (iii) RZZTZN\F=AMA @ BFERER L
management contract (“Management Contract”) with EHZEREEAEEZEEAEEEE
Friendship International in relation to the appointment of BEAERAHAF - HEEEARBZFA
Friendship International to manage the daily operation of R#5,000,000tEARFIRE  WAIRE
the Hotel for a period of five years. Friendship International BEREHEER -
has paid RMB5 million as security deposit to Xiamen
Plaza, which is refundable upon expiry of the
Management Contract.
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For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

A —

OTHER INCOME (CONTINUED) 7. HtlwA (&)

Notes: (Continued) st : (88)

(iv) The Hotel remains the property of the Group at all time (iv) REEEAR  BAESREAEAERY
under the Management Contract and there will not be a X BEFXETSEEBEARTRIZE
transfer of ownership of the Hotel at or after the EE - CEAHARENN —SKRERES
completion of the Management Contract. Xiamen Plaza FEERGATEZER

is entitled to receive income from Friendship International
which is calculated in accordance with the terms of the
Management Contract.

OTHER GAINS AND LOSSES 8. HitlhmzMEBHE
2008 2007
22\ —=T+
Impairment loss recognised FENHEERBRESERR
in respect of prepaid lease
payment - (938,326)
(Loss)/Gain on fair value changes X&YW % AFE (Fi8) Wz
of investment properties (1,629,642) 1,500,000
Impairment losses recognised JE WOIR 3R 2 R (B S 1B R R
in respect of trade receivables (345,002) (638,435)
Impairment loss recognised E fth & YOIR 3R 2 R (B T R
in respect of other receivable (9,170) (4,250,580)
Impairment loss reversed L i 8 IR R 3R 2 R (B S 1R
in respect of other receivable 4,505,182 30,725,427
Waiver of interest payable on ENEENEZEHR
borrowings - 2,552,245
Loss on disposal of associates S B = A A EE (1,957,288) -
Net foreign exchange gains T IME W 517,815 1,169,016
Gain on disposal of investment HEREYE K=
property 4,111,203 -
5,193,098 30,119,347
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For the year ended 31 December 2008 (in HK Dollars)

BHE—

9.

80

ZENF+-A=+—BFE CABTIIR)

INCOME TAX EXPENSE 9. FEBIAX
2008 2007
=ZEEN —EEF+
Deferred tax (note 25): EFEFLIE (F7E25)
Current year RKEE (836,857) (1,293,511)
Attributable to a change JE (5 75 2= o
in tax rate 866,305 1,515,043
29,448 221,532
On 26 June 2008, the Hong Kong Legislative Council REZZFZENFEASAAZ+ B FBLEEH
passed the Revenue Bill 2008 and reduced corporate profit BZTET NFRAKHER - EFBEFEHZ

tax rate from 17.5% to 16.5% which is effective from the
year of assessment 2008/2009. Hong Kong Profits Tax is
calculated at 16.5% (2007: 17.5%) of the estimated
assessable profit for the year.

No provision for Hong Kong profits tax has been made in
the consolidated financial statements as the Company had
agreed losses brought forward to set off the assessable
profits and its Hong Kong subsidiaries did not have any
assessable profits for the year (2007: Nil).

The provision for PRC Enterprise Income Tax is calculated
at 18% (2007: 15%) on the assessable profit of the Group’s
PRC subsidiary as determined in accordance with the
relevant income tax rules and regulations in the PRC. No
provision for PRC Enterprise Income Tax has been made
in the consolidated financial statements as the relevant
PRC subsidiary has sufficient tax losses brought forward
to offset against the assessable profit for the year ended
31 December 2008 and 2007.

On 16 March 2007, the PRC promulgated the Law of the
People’s Republic of China on Enterprise Income Tax (the
“New Law”) by Order No. 63 of the President of the
People’s Republic of China. On 6 December 2007, the
State Council issued Implementation Regulation of the New
Law. The New Law and Implementation Regulation
changed the tax rate of the PRC subsidiary to 25% from 1
January 2008 onwards. The deferred tax balance has been
adjusted to reflect the tax rates that are expected to apply
to the respective periods when the asset is realised or the
liability is settled.

Fujian_Holdings Limited Annual Report 2008
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Notes to the Consolidated Financial Statements

INCOME TAX EXPENSE (CONTINUED) 9.

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

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

FriS#iB < (%)

RAFERIES RS Ba R E =5
HERMT ¢

2008 —EENE
Hong Kong % PRC % Total %
B Bt HE Bfpt &% Bttt
Profit before tax B AR 2,835,754 809,329 3,645,083
Tax at applicable tax rates BRRRREHEHN 467,900 16.50 145,679 18.00 613,579 16.83
Tax effect of expenses not RAHIHEE
deductible for tax purpose LHByE 890,137 31.39 255,786 3161 1,145,923 31.44
Tax effect of income not BERHEE
taxable for tax purpose LHBEE (1,330,567) (46.92) (150) (0.02)  (1,330,717) (36.51)
Effect on opening deferred ERRELEMER
tax resulting from EMERREEE
an increase in applicable tax rate A - - 866,305 107.04 866,305 23.77
Utilisation of tax losses HALAALER
previously not recognised LHBEER (19,675) (0.69)  (787,797) (97.34)  (807472) (22.15)
Others Hfth (7,795) (0.28)  (450,375) (55.65)  (458,170) (12.57)
Tax charge and effective FRBBAL
tax rate for the year REBRH=E - - 29,448 3.64 29,448 0.81
2007 —ETLF
Hong Kong % PRC % Total %
BB Bflt i Bilt Bg Bhl
Profit/(Loss) before tax BT/ (58) (3,550,813) 29,738,262 26,187 449
Tax at applicable tax rates BRRREHEHN (621,392) 1750 4,460,739 1500 3,839,347 14.66
Tax effect of expenses not AMHIEE
deductible for tax purpose LHBZ2 1,057.718 (29.79) 604,147 2.03 1,661,865 6.35
Tax effect of income not BERHEE
taxable for tax purpose LHKE (1,235,294) 3479 (4,990,088) (16.78)  (6,225,382) (23.77)
Effect on opening deferred FRATRENEY
tax resulting from EMERREEE
an increase in applicable tax rate LHE - - 1,515,043 5.09 1,515,043 579
Tax effect of tax losses AETRBERZ
not recognised kg2 798,968 (22.50) - - 798968 3.05
Utilisation of tax losses HALIRSER
previously not recognised LHEER - - (74,798) (0.25) (74,798) (0.28)
Others =0 = - (1,293,511) (435  (1,293511) (4.94)
Tax charge and effective FRBBAL
tax rate for the year REBRHE = = 221532 0.74 221532 0.86
MEERERAR T2 58 81
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

10. PROFIT FOR THE YEAR 10. RFEERF

2008 2007
—EEN T+
Profit for the year has been REFRFB B,
arrived at after charging/ FTA)
(crediting):
Gross rental income from EYE
investment properties He WALz (1,391,946) (988,103)
Less: Direct operating expenses — J&l, @ AN H A& & RLA
from investment e B WE 2
properties that generated He WA mEE
rental income during the
year 117,372 38,453
(1,274,574) (949,650)
Depreciation of hotel property B E Y 2 e 2,643,172 2,643,172
Depreciation of other property, HanZ  BE M
plant and equipment REZIE 1,350,537 1,300,859
3,993,709 3,944,031
Amortisation of prepaid ERNEE
lease payment FRIEEE G 2,009,302 2,061,674
Total depreciation and
amortisation 48T B A0 6,003,011 6,005,705
Auditors’ remuneration % 25 B BN <& 495,000 495,000
Loss on disposal of property, LEWE  BER
plant and equipment HEE1E 4,570 1,067,806
Loss on disposal of associates S8 &N 7 E 18 1,957,288 =
Salaries and other benefits o E b T
(including directors’ (BREEEM2)
remunerations) 5,760,526 5,145,467
Retirement benefit scheme RORET B X
contributions 340,337 256,814
Staff costs BT A 6,100,863 5,402,281
Share of tax of associates i /N P B
(included in share of profits (BREEELEE AT
of associates) i KAL) 201,872 282,728
Write-down of inventories FERIE 25,807 136,894
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Notes to the Consolidated Financial Statements

Aok o s o M

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

DIRECTORS’ EMOLUMENTS 11. EEM 2

The emoluments paid or payable to each of the eight (2007: HAENARESMN (ZET+F : 8()ES
eight) directors were as follows: Pl aem T -

2008 —EENF

Salaries Contributions
and other to retirement

Name of directors Fees benefits benefit schemes Total
Fek BIRETE

EEHE Hue H 53 7 fE R A B

Executive directors HITEE

Wang Xiaowu EANE - 639,000 - 639,000

Wang Ruilian TR - 509,000 = 509,000

Liu Xiaoting 21/85T = 445,000 = 445,000

Non-executive directors HHATEE

Feng Qiang 5 o8 - - - -
Ye Tao #iE - - - -
Independent Buz

non-executive directors FHATEE
Lam Kwong Siu MRE JK 100,000 = = 100,000
Cheung Wah Fung, REIE

Christopher 100,000 - - 100,000
Leung Hok Lim RER 100,000 - - 100,000
Total emoluments H & 300,000 1,593,000 = 1,893,000
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

11.

84

DIRECTORS’ EMOLUMENTS (CONTINUED)

2007

11.

EEME (@)

Contributions

Salaries to retirement
and other benefit
Name of directors Fees benefits schemes Total
ek BRIRETE]
BE=HE e H b 48 A PR AR ket
Executive directors HITEE
Wang Xiaowu E/NE = 639,000 = 639,000
Wang Ruilian T 5 R = 524,300 = 524,300
Liu Xiaoting 2/NT = 469,000 = 469,000
Non-executive directors FHITESE
Feng Qiang 55 o - - - -
Ye Tao =3 - - - -
Independent VAV
non-executive directors HRNTEE
Lam Kwong Siu MEIK 100,000 = = 100,000
Cheung Wah Fung, oREEIE
Christopher 100,000 - - 100,000
Leung Hok Lim REREE 100,000 = = 100,000
Total emoluments 48 i & 300,000 1,632,300 - 1,932,300

There were no arrangements under which the directors of
the Company have waived or agreed to waive any

remuneration.
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12.

Notes to the Consolidated Financial Statements

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (2007: three) were directors of the Company
whose emoluments are included in the disclosure in note

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

HE_TZZN\F+-_A=+—HFE CABTIIT)

12. EEME

ELEReHEET =2 (C2TLF: =
2)RES  REZMEEFAMFEIIZES
MeR - ME (CTEZTLF —R)REHIF

11 above. The emoluments of the remaining two (2007: BEEATZBFMOT ¢
two) individuals were as follows:
2008 2007
—Z2EN T4
Salaries and other benefits e kEMER 557,112 644,000
Contributions to retirement RORET B A AR
benefit schemes 21,255 21,250
578,367 665,250

Their emoluments were all within HK$1,000,000.

During the year ended 31 December 2008, no emoluments
were paid by the Group to the five highest paid individuals,
including the directors of the Company, as an inducement
to join or upon joining the Group or as compensation for
loss of office (2007: Nil).

i 721,000,000/ 7T 2 A °

R-ZZEZENF+_A=+—HHH AEE
ENELAMNE  TERESENMESES
WS INAKINARE B 2 5 sk fERRER
HmE#HE—ZTTLE B -
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For the year ended 31 December 2008 (in HK Dollars)

HE—

13.

14.

86

ZENF+-A=+—BFE CABTIIR)

EARNINGS PER SHARE

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

13. BREF

BREFRN ZFAEIREBEARREaRA

ANEBERFIITEF -

2008 2007
—EEN —ZTE+
Earnings ZH
Earnings for the purpose of AAFEAGRERZF]
basic earnings per share (REEARRD T Em
(profit for the year A AEEER)
attributable to equity holders
of the Company) 3,615,635 25,965,917
Effect of dilutive potential LR BEE S 28
ordinary shares - =
Earnings for the purpose of BFFETREERF
diluted earnings per share 3,615,635 25,965,917
2008 2007
—=EEN —EE
Number of shares BREZE
Weighted average number of T AR I AE I B
ordinary shares for the purpose &+ & &M 2 F
of basic earnings per share 532,780,000 527,562,959
Effect of dilutive potential KRR BT Z B
ordinary shares: ¥ AR AT g B
Share options issued -
by the Company 970,317 5,797,800
Weighted average number of TR T EETE
ordinary shares for the purpose &I & Fl#k 5%
of diluted earnings per share 533,750,317 533,360,759

PROFIT ATTRIBUTABLE TO THE EQUITY
HOLDERS OF THE COMPANY

The profit attributable to equity holders of the Company is
dealt with in the financial statements of the Company to
the extent of HK$3,615,635 (2007: HK$25,965,917).
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For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BERXE
Group AEE
Plant,
machinery
Hotel Furniture Leasehold and
property and fixtures  improvements equipment Total
BE
BENE  GRREE NELE  BERRE g
COST REA
At 1 January 2007 RZZZt5-A—H 93,000,000 5,925,273 12,942,316 3954541 115,822,130
Additions RE - - 365,869 - 365,869
Disposals k= - = (1,102,784) - (1,102,784)
Exchange adjustments ~ [EXRZ%E = 412,226 488,685 268,662 1,169,573

At 31 December 2007 R-EZLFE+-A=1—H 93,000,000 6,337,499 12,694,086 4,223,203 116,254,788

Additions NE 58,769 - 25,180 83,949
Disposals e - (3,202,410) (7,146,467) (55,668)  (10,404,535)
Exchange adjustments ~ [EXRZ%E = 344,651 675,796 242 024 1,262,471

At 31 December 2008 RZZEEN\F+ZA=1—H 93,000,000 3,538,509 6,223,415 4,434,749 107,196,673

DEPRECIATION AND FERREER

IMPAIRMENT
At 1 January 2007 R-ZZTE+F—-HA—H 43,000,000 5,856,674 7,393,481 3,732,430 59,982,585
Provided for the year AEEHE 2,643,172 28,428 1,207,326 65,105 3,944,031
Eliminated on disposals & 4§ - - (63,795) - (63,795)
Exchange adjustments ~ [ERZ%E = 411,649 287 594 188,171 887 414

At 31 December 2007 R_EE+ET_A=1—H 45,643,172 6,296,751 8,824,606 3,985,706 64,750,235

Provided for the year AEEHE 2,643,172 29,020 1,258,810 62,707 3,993,709
Eliminated on disposals & k5134 - (3,200,596)  (7,146,467) (52,902)  (10,399,965)
Exchange adjustments ~ [ERZ%E = 341,930 460,175 233,626 1,035,731

At 31 December 2008 R_EENFT_A=1—H 48,286,344 3,467,105 3,397,124 4,229,137 59,379,710

CARRYING AMOUNTS REFE
At 31 December 2008 RZEENE
+=A=+-H 44,713,656 71,404 2,826,291 205,612 47,816,963

At 31 December 2007 W_EZt+tF+-_A=1—H 47,356,828 40,748 3,869,480 237,497 51,504,553
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For the year ended 31 December 2008 (in HK Dollars)

BHE—

15.

88

ZENF+-A=+—BFE CABTIIR)

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

15. Y% - BMERKE (@)

Company KA F]
Furniture Leasehold office
and fixtures improvements equipment Total
BRREE MEEE WAERE k]
CoST Em&
At 1 January 2007 and RZZZ+E-F—-ARK
31 December 2007 “ES+&+-A=t-H 9,180 105,956 173,906 289,042
Additions NE = = 25,180 25,180
Disposals HE - = (8,050) (8,050)
At 31 December 2008 “EEN\E+-A=t-H 9,180 105,956 191,036 306,172
DEPRECIATION AND 178 ROR fE 5 B
IMPAIRMENT
At 1 January 2007 R-ZZ+&—F—H 8,621 4,415 62,535 75,571
Provided for the year AEEME 112 52,978 22,287 75,377
At 31 December 2007 “ZT+FE+-A=+—H 8,733 57,393 84,822 150,948
Provided for the year Mfg?ﬁ% 89 48 563 17,817 66,469
Eliminated on disposals T E RS 4 - - (5,294) (5,294)
At 31 December 2008 “EEN\F+-A=1-H 8,822 105,956 97,345 212,123
CARRYING AMOUNTS REFE
At 31 December 2008 RZBENE
+=A=+-H 358 = 93,691 94,049
At 31 December 2007 R-_EZt+tF+-_A=1—H 447 48,563 89,084 138,094

The hotel property is situated in the PRC and held under
medium-term lease.

During the year, the Group carried out a review of the
recoverable amount of its hotel property and leasehold
improvements. These assets are used in the Group's hotel
segment. The directors of the Company reviewed the
carrying value of the hotel property with reference to the
valuation performed by Norton Appraisals Limited,
independent qualified professional surveyors not
connected with the Group. Norton Appraisals Limited is a
member of Hong Kong Institute of Surveyors. In the opinion
of the directors, the recoverable amounts of the hotel
property and leasehold improvements approximate their
carrying amounts, and accordingly, no impairment loss has
been recognised in the current year.
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Notes to the Consolidated Financial Statements

PREPAID LEASE PAYMENT

Group

COST
At 1 January 2007, 31 December 2007
and 31 December 2008

rEH

BAEAE
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For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

16. ENHEERE

RZFTELF—A—RB  ZFFLHF
TZA=t-RAR=ZFTNF

+=-—A=+—H 86,000,000
AMORTISATION AND IMPAIRMENT ZitBHERRESE
At 1 January 2007 R—_ZEE+&F—H—H 47,000,000
Amortisation for the year REE 285 2,061,674
Impairment loss recognised BB 5 18 T 7R 938,326
At 31 December 2007 R-_ZZE+F+_-_A=+—H 50,000,000
Amortisation for the year REE 285 2,009,302
At 31 December 2008 R_ZEZENF+_-_A=+—H 52,009,302
CARRYING AMOUNT BREFE
At 31 December 2008 RZZEZENF+=-_A=+—H 33,990,698
At 31 December 2007 R-_ZBZE+F+-_A=+—H 36,000,000

Notes:

(a)

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

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

(a) REEFEEFAEAR (KRR 2AR
AMBARCERE —RAaEHHEZ K
- B RBAILA F R 12 6 {E 82 = P
REENBEERAR (FRE] - ARFZ
MZE2EMEAR)  AELEEREEREM
REBARBE (DEE] - B E i fHE
ERXRTEERHY  MRBKLEHREEZ
THEREBRGHRA

(b) FRPHEzZAEERMN LB ERIATIR
RHELRE o
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For the year ended 31 December 2008 (in HK Dollars)

HE—

17.
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ZENF+-A=+—BFE CABTIIR)

INVESTMENT PROPERTIES

17. BEWZE

Group and Company AEERAAT

FAIR VALUE AYEE

At 1 January 2007 R-_ZEZ+F—HF—H 15,100,000
Net increase in fair value NEEEE N 1,500,000
At 31 December 2007 R-_ZEE+HF+-_A=+—H 16,600,000
Additions NE 9,221,487
Disposals k= (5,281,845)
Net decrease in fair value FRFER D (1,629,642)
At 31 December 2008 R-BENFE+=-HA=+—H 18,910,000

The fair value of the Group’s investment properties at 31
December 2008 and 2007 have been arrived at on the
basis of a valuation carried out on that date by Norton
Appraisals Limited. Norton Appraisals Limited has
appropriate qualifications and recent experiences in the
valuation of similar properties in the relevant locations. The
valuation, which conforms to The HKIS Valuation
Standards, was arrived on the open market value basis.

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

EHREETFEERARERER-_ZTTNF
+-—A=t+—Bk=_ZFEEtF+_A=+—
Az EMENFEETHE - ETHEET
HBERAREE S BE R RFILINEFhE
AR R 2 &8 - ZHBETNETE
BHEMEGMBEMMYEMEED WK
AHMEAEELEITTER -

Rig2BHEREURREE 2 ANEBME
MERBDEARATERAGFTE  THER
ABRIER B ©

The carrying amount of investment properties shown above Lt EYE 2 RRERRE
comprises:
2008 2007
—ZEEN e
Land in Hong Kong: UREE
Long lease K EFF XY 4,030,000 =
Medium-term lease FRHAFE 4 14,880,000 16,600,000
18,910,000 16,600,000
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 (in HK Dollars)

HE_TZZN\F+-_A=+—HFE CABTIIT)

INTERESTS IN SUBSIDIARIES 18. MiIB A TS

Company

KA F
2008 2007
—Z2EZEN T+
Unlisted shares, at cost FE LR - AR 588,543 588,543
Less: Accumulated impairment &k : JR{EEE (2,365) (2,365)
586,178 586,178
Loans to subsidiaries BTRBREIZER 126,839,110 134,577,279
Less: Accumulated impairment & : SR {EEE (119,691,065) (120,946,044)
7,148,045 13,631,235
7,734,223 14,217,413

The amount due from subsidiaries are unsecured, interest-
free and have no fixed terms of repayment.

FEASF B A RIFRIB T EEA - RENOLBR
TERVE KA -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

18. INTERESTS IN SUBSIDIARIES (CONTINUED) 18. KB FlfE= (&)

As at 31 December 2008 and 2007, the Company had ARalRZEZENF+_A=+—HE=ZF
interests in the following subsidiaries: THtE+ A=+ BB 2EEMFEE
mErEAT

Place of

establishment/ Proportion of Nominal value

incorporation nominal value of of issued

and principal issued capital/registered share capital/

place of capital held by the Company registered Principal
Name of subsidiaries operations 2008 2007 capital activities

B3,/ wE AR NG A

BHIREE BERAS ZMBAZE DL BMERE
M A R & 7 =31 —EEN i =R A TEEK

% %

Direct subsidiaries:

EEMBAR :

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

BRIIZEER AR HH TR REER

100,000 7T

Yan Hei Limited Hong Kong 100 100 Ordinary Investment

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

CEERARA B8 L3 A% 10,000% 7T & REZER
EER R (1)
10,0007 7T

Indirect subsidiary:

BEMEAR :

Xiamen South East Asia PRC 100 100 Registered capital Hotel
Hotel Company, Limited US$5,000,000 operations
(“Xiamen Plaza”)

(i) & (iii))

EFfREERNBEERAR 1 A& 7R L %7

(FOB 1) (Gi) B (iii)) 5,000,000 7T
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19.

Notes to the Consolidated Financial Statements

INTERESTS IN SUBSIDIARIES (CONTINUED)

Notes:

(i)

(ii)

(iii)

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

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

40% of the Group’s interests in Xiamen Plaza were
pledged for a loan granted to the subsidiary as referred
to note 23 the consolidated financial statements. The
charge have been released upon the fully repayment of
loan during the year.

INTERESTS IN ASSOCIATES

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

18. B EER (&)
GER

) RFERR () BRI AR B, IR WA
AERMERRAE 2 BERHERRAG X
Ne LIRR - ERREMERE - RLERK
DEBEARFTAREBERA AEA LR
&S M%10,000,000/ 7T + 77 A # WEE 5t
B B A RRIIMER R < F EK0A -

(if) B TSR B BRI Z RN R
EFIEE YHCREEES -

(i)  BIAPIERRM T3 - ANREERRE
ZA0% M = B L KT B 1 B PR 2 B RR
By —FHRTT - FHERERNFNEE
Hit - BRAEINE BERR

19. BBE QTR

Group Company
AEE KA F]
2008 2007 2008 2007
—ZEEN T+ —ZEEN —EEt
Cost of investments in B = N AR E K
associates, unlisted AN FEET 5,877,362 7,877,363 - 2,000,001
Share of post-acquisition BE W IE &R T
results 2,107,446 8,920,758 - -
7,984,808 16,798,121 - 2,000,001
Amount due from an associate J&UgB & A 7] 718 - 650,000 - 650,000
7,984,808 17,448,121 - 2,650,001

The amount due from an associate as at 31 December
2007 was unsecured, interest-free and had been fully
settled during the year.

R-ETLFE+-AS+—A  ERBEA
RAIBVETIRIEN - 28 RENEREE -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

19. INTERESTS IN ASSOCIATES (CONTINUED) 19. HEf& QT (&)

As at 31 December 2008 and 2007, the Group had RZEENF+_A=+—HK_ZTZTLHF
interests in the following associates: T A=+ —BASEZHEE QR BN
T :
Place of
establishment/ Proportion of Nominal value
incorporation nominal value of of issued
and principal issued capital/registered share capital/
place of capital held by the Group registered Principal
Name of associates operations 2008 2007 capital activities
B3,/ wE AR rEBERN
BHIRFE BERAS ZMBAZE DL EHERAR
e AR &8 =31 —EEN i =R A TEEK
% %

Ealing Court Limited Hong Kong - 33.33 Ordinary Property
(“Ealing Court ") US$2,000,000 and distribution
(note 1) HK$6,000,000 investment

R BR LA B8 TR MERE
(Pt E 1) 6,000,000 7T

Sherrin Property Hong Kong - 33.33 Ordinary Property
Investment Limited HK$3 investment
(“Sherrin Property ")

(note I)

¥ e 3t 2 A R A ) BB TRR3 BT MERE
(B =E 1)

Fuzhou Harmony PRC 25.00 25.00 Registered Design,
Piano Co., Ltd. capital  manufacturing
(“Harmony Piano”) US$2,000,000 and distribution

of piano and
related products

BMNFBEERRA A Fh it & A Rt B

2,000,000 T G E TS
N AR B 2 on
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 (in HK Dollars)

HE_TZZN\F+-_A=+—HFE CABTIIT)

INTERESTS IN ASSOCIATES (CONTINUED) 19. BEE QTR (B)

() On 31 March 2008, the Company entered into an (1) RZZBZENF=A=+—8 ' &R
agreement with a third party to dispose of its entire B3 25 = iEMK Wi S A e Qﬁﬁﬁ
equity interests in Ealing Court. Accordingly, the ”&72 ke o BUL - BEC
results of Ealing Court were equity accounted for NE=ZA=1+—HItZEERTER
up to 31 March 2008 and a loss on disposal of LNAIZ E1E1,094,991 8 T E R A S
interest in an associate of HK$1,094,991 was AARR °
charged to the income statement.

(1)  On 3 July 2008, the Company entered into an () RZZEZENFELA=H'' AQARIEE
agreement with a third party to dispose of its entire ZHEK T HREEE @K iﬁzéﬁ
equity interests in Sherrin Property. Accordingly, the RAomlzeiExzERYE  BEZZTT
results of Sherrin Property were equity accounted NFEELA=ZBIEZ2EZEREEBER
for up to 3 July 2008 and a loss on disposal of A 2 E51E862,297 B TLE R AFEAA
interest in an associate of HK$862,297 was charged AR o
to the income statement.

The summarised financial information in respect of the BEBE AR ZAKEZEERERE - BI2H9

Group’s associates is set out below: HERWT :

2008 2007
—=EEN —EE

Total assets BEE 72,626,550 94,513,142

Total liabilities FEN=Rry (40,687,319) (37,549,090)

Revenue g 53,323,672 49,564,694

Profits for the year REF 2,295,912 5,550,546

INVENTORIES 20. &

2008 2007
=ZEEN —EEF+

Raw materials and consumables R £l K& 518w 105,517 99,529

MERRERAR T/ 7w % 95
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

21.

96

TRADE AND OTHER RECEIVABLES

21. BEZREMEWRR

Group Company
rEE RAF
2008 2007 2008 2007
—ge)\  -TTt -®®)\ | —T5t
Trade receivables e E Z R 2,226,667 1,214,170 - 6,500
Less: Allowance for o REERE
doubtful debts (1,025,453) (638,435) - -
1,201,214 SYENES - 6,500
Other receivables, H b I
utility deposits INEE R
and prepayments MIEfFRIE 13,718,451 15,698,830 1,453,262 158,021
Less: Allowance for o REEE
doubtful debts (11,755,738) (15,333,216) - -
1,962,713 365,614 1,453,262 158,021
Total trade and other B NEM
receivables fE N R R B 5 3,163,927 941,349 1,453,262 164,521

An aged analysis of trade receivables net of allowance for

BREA SHRERBEZERE SR

doubtful debts at the balance sheet date, based on the me
invoice date, is as follows:
Group Company
REH ¥ NN
2008 2007 2008 2007
—ZEEN —EE —Z2EN —E2E+
Current to six months BNEA = 75 {E A 1,198,478 540,743 - 6,500
Over six months and 7~ E A A E
within one year BE—FR 2,736 18,215 - -
Over one year HiE—F - 16,777 - -
1,201,214 575,735 - 6,500
The average credit period on rendering services is 45 days. EEHIFH45H o
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21.

Notes to the Consolidated Financial Statements

TRADE AND OTHER RECEIVABLES
(CONTINUED)

An aged analysis of trade receivables that are not considered
to be impaired is as follows:

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

21.

HE_TZZN\F+-_A=+—HFE CABTIIT)

BZREMERERR (E)

R AREZEBREZRRZRERWT :

Group Company
AEE KA F]
2008 2007 2008 2007
—ZEN —TE+ —EEN —EEt
Neither past due nor i RORE
impaired 1,046,812 540,743 - -
Past due but not 8 HA B R (B
impaired
Current to six months BIEA = 75 1@ A 153,615 = - =
Over six months and ~ME A E
within one year —F AR 7817 18,215 - =
Over one year BiE—F - 16,777 - =
1,201,214 575,735 - -

Receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate to
a number of independent customers that have a good track
record with the Group. Based on past experience, the
directors of the Company are of the opinion that no
provision for impairment is necessary in respect of these
balances as there has not been a significant change in
credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral or other
credit enhancements over these balances.

RIFBELSR - ABORBHERL RBRER
P 2 YR R eE B Bk [

AEE 2 BIERRETP 2 BUARKE B
BRIFRCER - RIFEEER - ARARESR
REBRZEELEERANE REZBK
@ o SEWRSZFERIELEMERRE

iRt -

EEERERAR —== s 97



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

21. TRADE AND OTHER RECEIVABLES

21. BEZREMEBWRRR ()

(CONTINUED)
The movement in the allowance for doubtful debts on trade BEZERERRRARREE2E !
receivables is as follows:
Group Company
REE KA F]
2008 2007 2008 2007
—EEN T4 —ZEEN — T+
Balance at beginning FYEE R
of the year 638,435 - - -
Impairment losses recognised & 1B &5 18 #E 52 345,002 638,435 - =
Exchange alignment PE 3 & 42,016 = - =
Balance at end of the year FR &R 1,025,453 638,435 - -
The movement in the allowance for doubtful debts on other HtEWERARRBE &
receivables is as follows:
Group Company
REH KA F
2008 2007 2008 2007
—ZZEN T4 —EEN =T+

Balance at beginning F R

of the year
Impairment loss recognised  JA{E ET1E FE R
Impairment loss reversed (B 548 2 #%
Exchange alignment PE 5 B

15,333,216 = 40,250,080
9,170 4,250,580
(4,505,182) (30,725,427)
918,534 1,557,983

Balance at end of the year FIRAR

11,755,738 = 15,333,216
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2008 (in HK Dollars)

TRADE AND OTHER RECEIVABLES 21.
(CONTINUED)

Included in the allowances for doubtful debts are individually
impaired trade receivables and other receivables with
balances of HK$1,025,453 and HK$11,755,738 (2007:
HK$638,435 and HK$15,333,216) respectively, The
individually impaired receivables related to customers that
were in financial difficulties or in dispute and the
management assessed that the recovery of the amounts is
doubtful. The impairment loss reversed of HK$4,505,182
related to the amounts due by Sunshine Group who has
settled the debts during the year. The Group does not hold
any collateral over these balances.

An aged analysis of impaired trade and other receivables is
as follows:

HE_TZZN\F+-_A=+—HFE CABTIIT)

BZREMERERR (E)

ARG REEDREZ E 5 R EAME AR
K bl R #E R 1,025,453 7T f&2 11,755,738
T (ZZZ 45 : 6384358 7T % 15,333,216/
70 BEEEFHERIMMELERER SZF
B 5 N H b e W AR TR A R R sk Sam T (F
o RiE B 18 % E14,505, 1828 T AlG L & E
A 2B - BERRERARFERE - A
KB AL S HEREIEDEMER -

EREEZREMEWRR ZREITWT

Group Company
REH ¥ NN
2008 2007 2008 2007
—Z2EN T+ —ZEEN —EE+
Current to six months BIEA = 75 1@ A 254,075 1,059,660 - =
Over six months and 7~ ME A A E
within one year BE—FR 2,413 638,435 - -~
Over one year BB —F 12,524,703 14,273,556 - =
12,781,191 15,971,651 - -
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For the year ended 31 December 2008 (in HK Dollars)

HE—

22.

23.

100

ZENF+-A=+—BFE CABTIIR)

BANK BALANCES AND CASH

22. RITHEBRREAS

Group Company
rEE KA F]
2008 2007 2008 2007
—Z2EN —ZTE+ —ZEZN —ETT+
Cash at bank and in hand RITRFERS 3,540,675 2,435,108 2,324,718 1,765,050
Short-term bank deposits R HASRIT IR 3K 26,358,697 14,380,924 26,358,697 14,380,924

29,899,372 16,816,032 28,683,415 16,145,974

Bank balances carry interest at floating rates based on
daily bank deposit rates. The bank deposits carry fixed
interest rate which range from 0.165% p.a. to 2.9% p.a.
(2007: 2.5% p.a. 10 3.15% p.a.).

At the balance sheet date, the bank balances and cash of
the Group denominated in Renminbi (“RMB”) amounted
to approximately HK$9,266,000 (2007: HK$3,104,000).
The remittance of these funds out of the PRC is subject to
the exchange control restrictions imposed by the PRC
government.

RITER T BTEF=

HO.166EZ#29E 7

FRFEE - (CEELF : FHE25E
£3.158) - RFRLERME °

REFR  AEERSRRTEHRR/ARK
(TARY]) % K#419,266,0008 % (X —F
T F 1 3,104,0008%) - FEZ E¥ETT

SMEESHE o

BORROWINGS 23. BE
2008 2007
—=EEN —TE
Secured iR - 2,133,379
Carrying amount repayable e EMRE
On demand or within one year BERH—FRN - 2,133,379
Less: Amounts due within B R —FEREIEZ
one year shown under RETRBAEBZRT
current liabilities - (2,133,379)
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Notes to the Consolidated Financial Statements

BORROWINGS (CONTINUED)

Notes:

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

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

On 24 August 2007, the Company’s wholly-owned subsidiary, Yan
Hei Limited (as guarantor) together with its subsidiary, Xiamen Plaza
(as borrower) entered into a dissolution agreement (the “Dissolution
Agreement”) with Investments 2234 in relation to new repayment
arrangement of outstanding balances of secured borrowing and
interest payable (collectively refer to as the “Secured Debts”)
amounting to RMB23,000,000 (equivalent to HK$22,920,466) and
RMB15,912,672 (equivalent to HK$15,857,645) respectively.

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

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

23.

BE_ZTZ\F+t_A=+—BFE UETIIT)

B8 (&)

B &

B 72,133,379 ST T AR B R BRE Z 40% #E 25
EAHR - MERBHHAETR fjj_inﬁ,
T BEFFIL - Bt - SRITRAEREBILERE
fﬁEEZ$U%&112%$%ﬁﬁ$EEZE
HFIE - AR TEAFEEARDHERSER—HZ

FH BN - METDRBRITANEREGF7 66%%
£ RZETRFLATNR - ROTEKERER

THEEREEEEA R ([FER]) - RITRER
iﬁﬁﬁ*ﬁfﬁ%\ﬁ%ﬂzﬁEL—rEAfy T=EEE =

PR AREEERITE TR B ZER

RZZBZTRFMA+LE - ZEEERERER TR

B2 HE—FES AR EAVYRELEHE
PR EETHR T =F A A =+ A ZHiR M
1'71<Bﬁ°

R-ZZLENA=-F+MA  AAF2EHBER
Al CEARAE BERA) EREWBAR - &M
REDEANBEGRAT (BEA)EIRE2234FH E
F—RESA FHEECEAERRERMFE
(BB IRE T (EL TR ER T HE R 3R TR ok
(RfERE) - ZEZEX  BRABRFEBEEARE
23,000,000 (ZER#E1522,920,466) R EFIEAR
#15,912,672 (5 (AR 1 15,857,645) °

BEMEHELY  EEARERBESERERA
R#¥6,500,000F R =TT +F+ A+ =HAERL
AFR%530,000,000 (F{EH30,725,427) & B ED
ABJE 2 EREERE2234FEE—FES - 1RIE
AR A R#6,500,0009 = B R 135 /5 &
AREE - ARMA4 500,000 — T LFEFE °
HeR AR 2,000,000 (FE#%2,133,379) &5
—EENEF_A=_F\HFEE -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

24. TRADE AND OTHER PAYABLES

24. EZREMEMNERER

Group Company
REH KA F
2008 2007 2008 2007
—gg)\ —TT+ —;T\ —TTt
Trade payables B SRR 648,483 664,830 - =
Other payables H b &< BR X 11,042,944 9,665,758 686,092 548,286
11,691,427 10,330,588 686,092 548,286
Less: Other payables B H A FERTER R
classified as SRR
non-current mEEE
liabilities 2 FB 19 (5,652,911) - - -
Total trade and B 5 M EHAM
other payables Bt BR K42 %A 6,038,516 10,330,588 686,092 548,286

An aged analysis of trade payables at the halance sheet

date is as follows:

BNESRINEER ZREIMAOT

Group Company
REE KA F]
2008 2007 2008 2007
—EEN T4 —ZEEN — T+
Current to six months BIEAZ= 75 1E A 630,865 614,564 - -
Over six months and NEA L EE
within one year —F AR 8,542 42709 - =
Over one year HiE—F 9,076 7,557 - -
648,483 664,830 - -

The average credit period is 45 days.
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Notes to the Consolidated Financial Statements

DEFERRED TAXATION
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For the year ended 31 December 2008 (in HK Dollars)
HEZZZNFET_A=+—HFE AETIIT)

25. EERIE

The following are the major deferred tax balances D/{TﬁﬁﬁlﬁﬁﬁfﬁiﬂﬁﬁfﬁﬁﬁwZE
recognised and movements thereon during the current and DIRET IR AR R HEF)
prior year:
Deferred tax liabilities EEREEE
Accelerated tax
depreciation
EBEFE
At 1 January 2007 R=ZZEZ+F—H—H 7,575,214
Charge to consolidated income FARGERERZE
statement for the year (note 9) () 2,455,632
At 31 December 2007 R_ZEZE+F+_A=+—H 10,030,846
Credit to consolidated income FARGEWRRRZEE
statement for the year (note 9) (MI5E9) (310,383)
At 31 December 2008 R-EENFE+=-A=+—H 9,720,463
Deferred tax assets EEHRIEBEEE
Tax losses
HIEEE
At 1 January 2007 R-ZEZLF—-—H—H -
Credit to consolidated income FARIE W EKRERD
statement for the year (note 9) (MF5E9) 2,234,100
At 31 December 2007 ZELF+A=1+—H 2,234,100
Charge to consolidated income ¢ WE’\\??(:TH& e )
statement for the year (note 9) (MF3E9) (339,831)
At 31 December 2008 R-EENF+=-A=+—H 1,894,269
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

25. DEFERRED TAXATION (CONTINUED)

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

25. JEEBIIE (&)

REERBRZEN  ETEEHEARER
BECKHHE - MRS g 2 BEERE
BRI

2008 2007
—ZEEN —EE+

Deferred tax assets REFIIEE = 1,894,269 2,234,100
Deferred tax liabilities RIEFIE B E (9,720,463) (10,030,846)
(7,826,194) (7,796,746)

At the balance sheet date, the Group has unused tax losses
of HK$140,031,001 (2007: HK$142,437,095) available
for offset against future taxable profits that may be carried
forward indefinitely, except the amount of HK$9,240,670
(2007: HK$11,509,366) arising in the PRC which is due
to expire within one to five years for offsetting against future
taxable profits of the subsidiary operating in the PRC in
which the losses arose. Deferred tax assets have been
recognised in respect of tax loss of HK$11,480,421. No
deferred tax assets has been recognised in respect of the
remaining tax losses of HK$128,550,580 (2007:
HK$129,670,810) due to the unpredictability of future
profit streams.
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REER - REEF#%140,031,0017T (=
ZE+F : B¥K142,437,09570) 2 RatHiIA
BRI B R HiAEE - HEB%9,240,6707T (=
T 1 11,509,3667T) R BIAREEL 2
EEAHEEZERTERELZ ZHBA
AIRBENFR —FIRAFANIEH - 2R
REEREEANBREEEREE
11,480,421 - N REETRAT BIR 2 F) - &
W5 E 128,550,680 (ZEZELF : BT
129,670,8107T) 2 Rt HIAE IRHER RIEL
MIREE
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For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

SHARE CAPITAL 26. BRA
2008
—EEN —TT+
Number Number
of shares HK$ of shares HK$
BB EE BT BREE BT
Authorised: HERE
Ordinary shares of BRAEE0.125% T
HK$0.125 each T 3,040,000,000 380,000,000  3,040,000,000 380,000,000
Issued and fully paid: BRETRMZRA :
At beginning of year RER] 532,780,000 66,597,500 520,000,000 65,000,000
Exercise of share RRETE
options (note) - - 12,780,000 1,597,500
At end of year RERK 532,780,000 66,597,500 532,780,000 66,597,500
Note: faE -

On 29 May 2007, share options were exercised to subscribe for
12,780,000 ordinary shares in the Company at a consideration
of HK$2,351,520 of which HK$1,597,500 was credited to share
capital and the balance of HK$754,020 was credited to the share

premium account.

RESERVES

(@) Group

27. %
(a)

Details of changes in reserves of the Group are set
out in the consolidated statement of changes in

equity on page 44.

BEBZERERART T N\F4R

AEH

M-ZTLERA-F+NH » 12,780,000 RH&HE
HEATE M 1T12,780,8000%
2,351,520t Bt AR AR A 1,597,5007T K& H
BR7B #5754,020 T B ETRR 1D 55 B ©

RIBREBE

AEMEEED Y FERREMME Y
HABSEBE -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

27. RESERVES (CONTINUED) 27. f#fE (&)
Company (b) &2 HF
Share-hased
Share compensation Accumulated
premium reserve losses Total
N5 A
YAHERMN
R4 RE MemE 2itER a3t
Note (i)
(i)
At 1 January 2007 RZZET+F
—A—H 573,199,393 2,907,200 (591,683,262) (15,576,669)
Issue of ordinary shares e s
upon exercise of B2 ERRO
share options 3,105,540 (2,351,520) - 754,020
Share options forfeited REIARE 7 B = (287,040) 287,040 -
Loss for the year AEEEE = = (2,407,134) (2,407,134)
At 31 December 2007 RZBELF
+-A=+—H 576,304,933 268,640 (593,803,356) (17,229,783)
Profit for the year REF M - - 6,821,140 6,821,140
As 31 December 2008 R-ZEENF
+=B=+—-8H 576,304,933 268,640 (586,982,216) (10,408,643)
Notes: FEE -
(i) The application of share premium is governed by (i) B REZERZESRRNEHIE

106

Section 48B of the Hong Kong Companies

Ordinance.

(ii) At 31 December 2008, no distributable reserve
of the Company was available for distribution as
dividends (2007: Nil).
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Notes to the Consolidated Financial Statements

CAPITAL RISK MANAGEMENT

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

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

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

HE_TZZN\F+-_A=+—HFE CABTIIT)

28. EXEREE

23

AEEEREER  UHARAEEETNEE
e B B AT REEAE((EE
BB GEHR B R RE R - AEH 2 &
REFEEF 2 -

S R

i)
fii

AEEzEARBREAGB(REERE - B
REMEBYES) - ReRkREFEERB UKL
ARRERFEARGED  BRCETR
AR o

Gearing ratio BEL=E
2008 2007
—EEN T+
Debt (i) (==N0) 6,038,516 12,463,967
Cash and cash equivalents HeMReHEHEE (29,899,372) (16,816,032)
Net debt (O (23,860,856) (4,352,065)
Equity (ii) HE 73 (i) 122,353,664 119,148,871
Net debt to equity ratio FETE R R T X N/A N/A

Notes:

(i) Debt comprises borrowings and trade and other payables
as detailed in notes 23 and 24 respectively.

(ii) Equity includes all capital and reserves of the Group.

GEX

) BERBERERE B REMEE - F1E
2 BB HT £ 23 K 2417 o

(

(if) REBEAEEREEARRMHE -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

29. FINANCIAL INSTRUMENTS

29. €@ TH

(a) Categories of financial instruments (a) &I ADE
Notes 2008 2007
=2 —EEN —ET
Financial assets EMEE
Loans and receivables B3R e AR R
— Trade and other - B KEM
receivables JrE Uk BR 3k 21 1,769,345 707,079
— Bank balances and cash — $R1T&BR LIRS 22 29,899,372 16,816,032
31,668,717 17,523,111
Financial liabilities o= =N
Amortised cost B SH K AR
— Borrowings -8B 23 - 2,133,379
— Trade and other - B KEM
payables JESER X 24 11,197,030 10,330,588
11,197,030 12,463,967
(b) Financial risk management objectives (b)) SREREEMBE

and policies

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

29. FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives
and policies (Continued)

Market risk

There has been no change to the Group’s exposure
to market risk or the manner in which it manages
and measure the risk.

Foreign currency risk management

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

Interest rate risk management

The Group is not exposed to significant fair value
interest rate risk and cash flow interest rate risk.
The Group currently does not have interest rate
hedging policy. However, the management monitors
interest rate exposure and will consider hedging
significant interest rate exposure should the need
arise.

Price Risk

As the Group has no significate investments, the
Group is not subject to significant price risk.

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
HEZZZNFET_A=+—HFE AETIIT)

29. €@t T B (&)

() =EEREENMBEK (&)

™5 R

AEEMSERAAREEEMEE
WEBRE -

B

R X B Wat RAANEARRBE A E
WHEE R ETE - 1R T E MR KR
R RITHEBR MRS RE MR RN
AAINE R ER BN - AEBERKY
EEMMNESRE N TH - BERE

SRYEEHEINERRE - WM ER
ZEEPERIINERAR
T 2 e & 2E

AEEWLBERNNEEAR MRS
B R B B AN R [ 3 SR AT R A R
WA EERERERNXERK
ERVEREZ B PEANKELR -

B R

I#ﬁ‘iljﬁiﬁ*ﬁiﬁ&;ﬁ © FTLASE
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For the year ended 31 December 2008 (in HK Dollars)

BHE—

ZENF+-A=+—BFE CABTIIR)

29. FINANCIAL INSTRUMENTS (CONTINUED)

110

(b)

Financial risk management objectives
and policies (Continued)

Credit risk

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure
to discharge obligation by the counterparties is
arising from the carrying amount of the respective
recognised financial assets as stated in the
consolidated balance sheet.

In order to minimise the credit risk, the
management of the Group has delegated a team
responsible for determination of credit limits, credit
approvals and other monitoring procedures to
ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt
at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable
amounts. In this regard, the management considers
that the Group’s credit risk is significantly reduced.

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

Other than concentration of credit risk on liquid
funds which are deposited with several banks with
high credit ratings, the Group does not have any
other significant concentration of credit risk. Trade
receivables consist of a large number of customers,
spread across diverse industries and geographical
areas.

Fujian_Holdings Limited Annual Report 2008

29. €@t T B (&)

(b)

TREEEEMBR (8

FERRE

AR ZEFREBITERS - MEHA
SEMAZKHEBEXRTHRRZ
BRAGERRIBERCHEERS
é%%%%%ﬂ%%ﬁéZ%ﬁ@%
EAE o

REEREEERR  EEECHEIK
—HMABREBEEERE FE#
ZREMEERRF - BIREEREET
HEWBHMER - IR EELE
B AEERSSRENEZEER L

AU EIR - AR LRI B FRIR - 1F
ﬁﬁ%Zﬁ@%%oW%ﬁ%*%ﬁ
WRAEEZEERRD ARERE

ﬁo

EF%?E%&%%EQ%@Z%
T HRBERDESZEERARA
@0

BERABERSRRTNZ RBR
SRS EERRS  AEE
CREATEAZ EPIEERR -
5 R A A5 TR AT 4 BB &)
BF -



Notes to the Consolidated Financial Statements

29. FINANCIAL INSTRUMENTS (CONTINUED)

(b)

Financial risk management objectives
and policies (Continued)

Liquidity risk management

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

Liquidity tables

The following tables detail the Group’s remaining
contractual maturity for its financial liabilities which
are included in the maturity analysis provided
internally to the key management personnel for the
purpose of managing liquidity risk. The tables have
been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date
on which the Group can be required to pay.

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
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29. €@ T A (&)
(h) LREARSBENBE (&

RBESEBREE

RERRDECARN  AEEEE
REpRERERRSHEE BN ER
BRARRZKFULHAREL E
ERAERERERDIHE - BT
BERDAERZER - LRRYLT
SR -

HEE I

TERFVNAEECRARIBTEH
AHBER  ZERREIARABE
ZERASREEERDESRARA
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EZHFRATRE -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

29. FINANCIAL INSTRUMENTS (CONTINUED)

112

(b)

(c)

29. €@t T B (&)

Financial risk management objectives (h) EREMREENBE (&)
and policies (Continued)
Liquidity risk management (Continued) REBESAKRERE (&)
Liquidity tables (Continued) REEZ X (&)
On demand or Total Total
less than 3 months undiscounted carrying
one month 1 to 3 months tofyear 1to5years OverSyears  cash flows amount
e
SR-BA -2=fR ZEAE-§ -5ZIF  HBIF FARBELR Hf
2008 k- ).
Trade and other EAREMER
payahles 4,746,519 236,610 22611 6,155,051 36,179 11,197,030 11,197,030
2007 CERHE
Trade and other BAREMEN
payables 2,719,772 824,062 6,154,674 632,080 - 1033058 10,330,588
Non interest-bearing EFBRE
borrowings 2,133,379 - - - - 2133319 2133379
4,853,151 824,062 6,154,674 632,080 - 1246397 12,463 967
Fair value of financial instruments (c) €EMIAZAY¥E

The fair value of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis using prices from

observable current market transactions as input.

The directors consider that the carrying amounts
of financial assets and financial liabilities recorded
in the consolidated financial statements

approximate their fair values.
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For the year ended 31 December 2008 (in HK Dollars)
HEZZZNFET_A=+—HFE AETIIT)

OPERATING LEASES 30. REHEERH
The Group as lessee AEERABAA
2008 2007
=ZZEN —ZEZ 4
Minimum lease payments paid KEﬁﬁ?@?&%%ﬁ%%ﬁlﬁ
under operating leases 2 AT K5
during the year:
Premises ES 864,240 864,240

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

REEB - AREB KRR R R ATEUH
ZREHEAERIEMNRELT

2008 2007

=ZEEN —ZEE+

Within one year R—FR 530,265 579,720
In the second to fifth F_EFRF (BREERMTE)

years inclusive - 625

530,265 580,345

Operating leases relate to office property, director’s
quarters, staff quarters and office equipment with lease
terms ranging from 2 to 5 years (2007: 2 to 5 years). The
Group does not have an option to purchase the leased
assets at the expiry of the lease period.

The Group as lessor

Property rental income earned during the year was
HK$1,391,946 (2007: HK$988,103). All of the Group’s
investment properties are held for rental purposes. The
Group leases its investment properties under operating
lease arrangements, with leases negotiated for terms
ranging from one to nine years (2007: one to nine years).

ZEREHELHEREER —_=nF 2 (&
TTLE —FERAF)RRE BIBER

&%ag AEBRHERRRHEHEHEEELR
REBE -

AEBRHEA

EAiﬁ\]ﬁ?ﬁﬂiZ%%ﬁEﬁH&U\%’\]7,%1,391,946‘}’5
TT(ZTZELF 988,103 L) - AEE &
BEMELFHAELERE - AEBAKEN
ERHLBEYE - IBMEZAEHRPALE
HRFHOR—ENFE (CETEF: —EN
) =
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For the year ended 31 December 2008 (in HK Dollars)
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30.

31.

114

ZENF+-A=+—BFE CABTIIR)

OPERATING LEASES (CONTINUED) 30. KEHELZH (E)
The Group as lessor (Continued) AEBAHBAA (B
At the balance sheet date, the Group and the Company REEH  REBRHEAQAREAHAREL
had contracted with tenants for the following future EHESNREMRENT ¢
minimum lease payments:
Group Company
AEH AT
2008 2007 2008 2007
—Z2ZEN —ET+ —ZEZN —FT+
Within one year —F N 2,753,100 2,934,187 1,223,920 297,384
In the second to MEERFA
fifth years inclusive 5,742,437 8,110,142 1,452,012 45,500
Over five years BiE A F 419,446 715,748 - =
8,914,983 11,760,077 2,675,932 342,884
SHARE-BASED PAYMENTS 31. URGBAERZRS

TRANSACTIONS

(@) Employee share-hased compensation
benefits

Employee share-based compensation benefits

represent the fair value of employee services
estimated to be received in exchange for the grant
of the relevant options over the relevant vesting
periods, the total of which is based on the fair value
of the options at grant date. The amount for each
period is determined by spreading the fair value of
the options over the relevant vesting periods and is
recognised as staff costs with a corresponding
increase in the employee share-based
compensation reserve.
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Notes to the Consolidated Financial Statements

31. SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(b)

Share options
Purpose of the Share options scheme

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

Eligible participants of the Share options scheme

(i) any executive, non-executive or independent
non-executive director of any member of the Group
or an entity in which the Group holds an interest
(“Affiliate”); (ii) any employee or officer (whether
full time or part time)(“Employee”) of the Group or
an Affiliate; (iii) any shareholder of any member of
the Group or an Affiliate who has, in the opinion of
the Board, contributed or may contribute to the
development and growth of the Group; (iv) any
customer, supplier, agent, partner, consultant or
adviser of or contractor to any member of the Group
or an Affiliate; or (v) the trustee of any trust the
beneficiary of which or any discretionary trust the
discretionary objects of which include any director,
Employee, customer, supplier, agent, partner,
consultant or adviser of or contractor to any member
of the Group or an Affiliate; or (vi) a company
beneficially owned by any director, Employee,
consultant, customer, supplier, agent, partner or
adviser of or contractor any member of the Group
or an Affiliate.

31.
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For the year ended 31 December 2008 (in HK Dollars)
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For the year ended 31 December 2008 (in HK Dollars)
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31.

116

SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(b)

Share options (Continued)
Total number of securities issuable

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

Maximum entitlement of each participant

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

Period to take up share options and minimum period
to hold before exercise

There is no minimum period within which the shares
option must be taken up or for which a share option
must be held before it can be exercised.

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

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

31. SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(b)

Share options (Continued)
Maximum period for exercising on option

An option may be exercised in accordance with the
terms of the Share options scheme at any time
during a period to be determined and notified by
the Board of Directors to each participant, which
period may commence on the date on which the
offer for the grant of options is made but shall end
in any event not more than 10 years from the date
of grant of the option.

Exercise price

The exercise price shall be a price determined by
the Board of Directors of the Company and shall
not be less than the highest of:

(i) the closing price of a share as stated in the
Stock Exchange’s daily quotations sheet on
the date of grant of the relevant option,
which must be a business day;

(i) an amount equivalent to the average closing
price of the shares as stated in the Stock
Exchange’s daily quotations sheet for the five
business days immediately preceding the
date of grant of the relevant option; and

(iii)  the nominal value of a share.
Life of the Share options scheme
The Share options scheme shall be valid and

effective for a period of two years commencing on
the date of adoption of the Share options scheme.
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For the year ended 31 December 2008 (in HK Dollars)
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For the year ended 31 December 2008 (in HK Dollars)
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SHARE-BASED PAYMENTS 31. URHOBAER RS (&)
TRANSACTIONS (CONTINUED)
(b) Share options (Continued) (b) BRESE (&)
The following tables disclose the movement of the REBEE_ZTZENF+A=+—H1
Company’s share options held by directors and FERZZET+FF_A=+—HL
employees for the year ended 31 December 2008 AR TEERETI CEREZEE
and 31 December 2007: NEHEEERT :
2008 —EEN\F
Outstanding Granted Exercise Forfeited Expired  Outstanding
at during during during during at
1/1/2008 year year year year  31/12/2008
RZBENE
RZBENE t=A
-A-A REE REE REE REE =+-H
ER i ERH EfE ERE EBH ER i
No. of share options AREHE 1,460,000 - - - - 1,460,000
Exercise price e HK$0.184 - - - = HK$0.184
2007 —BELF
QOutstanding Granted Exercise Forfeited Expired  Outstanding
at during during during during at
1/1/2007 year year year year  31/12/2007
RZETLE
RIZELF -8
—-A-H RAE RAE RAE RAE =1-H
HWATE ERH B EHE Efcl: HATTE
No. of share options ARESE 15,800,000 - (12,780,0000  (1,560,000) - 1,460,000
Exercise price 158 HK$0.184 - HK$0.184  HK$0.184 - HK$0.184
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31. SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(b)

Share options (Continued)

The following tables disclose the Company’s share
options held by directors and employees as at 31

December 2008 and 2007:

Aok o s o M

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

31. IR BER RS (8)

(b)y ERESE (&

REBEE_ZEEZN\F+_A=+—A8H1
FER-_ZEZELF+_A=+—HI
HERTFTEEMET Z2EREZEE

NEHEEERT :
2008 —EEN\F
Number of
share options
Name of director/ Exercise price outstanding and
Category Date of grant Exercise period per share exercisahle
RITER
ATEZ
ExEB /08 #t 4 B g BRITEE BREHAE
Directors
Es
Mr. Wang Xiaowu 3 June 2004 3 June 2004 to 2 June 2014 0.184 1,040,000
Pt \VT2Y
Employees 3 June 2004 3 June 2004 to 2 June 2014 0.184 420,000
B8
Total
A 1,460,000
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

31. SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(b)

120

Share options (Continued)

2007

Name of director/

31.

LR HBER RS ()

(b)y ERESE (&

—®TtE

Exercise price

Number of
share options
outstanding and

Category Date of grant Exercise period per share exercisahle
RITHER
A{TEZ

BB 28 #t i B 5 TES BRITEE BREZHE

Directors

£

Mr. Wang Xiaowu 3 June 2004 3 June 2004 to 2 June 2014 0.184 1,040,000

TR

Employees 3 June 2004 3 June 2004 to 2 June 2014 0.184 420,000

==

Total

B 1,460,000

Notes: PR EE -

(i)

(i)

No options were granted under the Share options
scheme and none of the share options expired
during the year ended 31 December 2008 and
2007.

None of the directors and employees exercised
their share options during the year ended 31
December 2008. The 12,780,000 share options
exercised during the year ended 31 December
2007 resulted in the issue of 12,780,000 ordinary
shares of the Company and new share capital of
HK$1,597,500 (note 26) and share premium of
HK$754,020.
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(i)

RBBNFER-BBLFRE -
45 4R 0 R T ) T 1 R
i o AR - B -

REZTENFEENEEWETE
BRE -BHE_TTHF+-_A=
+—H812,780,0001 RRXHEHET T
Mm%7712,780,0008% : B 5t ABKA
A5 1,597,5007T (Ki7E26) & H
BB 754 0207 B 547 B i
{g °



31.

32.

Notes to the Consolidated Financial Statements

SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(b) Share options (Continued)

Notes: (Continued)

(iii) The exercise in full of the outstanding vested
options would, under the preesent capital
structure of the Company, result in the issue of
additional 1,460,000 ordinary shares (2007:
1,460,000 ordinary shares).

RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of
the plans are held separately from those of the Group in
funds under the control of trustees.

The employees of the Group’s subsidiary in the Mainland
China are members of a state-managed retirement benefit
plan operated by the government of the PRC. The
subsidiary is required to contribute a specified percentage
of payroll costs to the retirement benefit scheme to fund
the benefits. The only obligation of the Group with respect
to the retirement benefit plan is to make the specified
contributions.

The total expense recognised in the consolidated income
statement of HK$340,337 (2007: HK$256,814) represents
contributions payable to these plans by the Group at rates
specified in the rules of the plans. There was no
outstanding contribution as at 31 December 2008 and
2007 respectively.

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)

HE_TZZN\F+-_A=+—HFE CABTIIT)

LR HBER RS ()

(b) FBRESTE (R
GERRCS

(i) P RTEOEIHBRESE
IR EARN LR 2 SERES
TERK L AN3%171,460,000 % A% (=
TTAF ¢ 1,460,000 FAR) -

32. RARBFFE

AEERBRGERTESF IR REMRSE
FERERY —HBESE - HEFHE
EEASEEASH  UXELAFEE -

AEERPBEAEZMERTERDEZE
ARA - 2B -THRAREEHEHWBRFEE
HRARIBFIETE - M B A RAR T ERAN
HEE A2 RER AR AET SR - RN&
B R RR NG 8 2 M — B EE R E

B
A °

AT X AR AR & W E R R340,3378 T
(ZZZ+ : 256,814 7) ERXRAEERE
EPIFHEIRHERZIEEL R - DHIR-FF
NE/—ZTT+EF+_A=+—H ¥ERX
HREE -
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

33. NON-CASH TRANSACTIONS 33. FHEERE
During the year ended 31 December 2007, the Group had RZZZLFTA=1T—H  KAEEE
transferred a receivable of RMB 30,000,000 to Investments AR #30,000,0007T F % & 2234 B 55 — 55
2234 as partial settlement of the secured borrowing and ESNRANEERFEEENE (WiE
associated interest payable (note 23). 23) °

34. RELATED PARTY TRANSACTIONS 4. BEALZRS
During the year, the Group entered into the following BREZZFMBHRERAMBBEEIN RAFEH
transactions with related parties: M AEEBEFZTIERBEALZR

-

Related parties Nature of transactions Note 2008 2007
BEAL REESE B 5 —EZ]N —TT

Fellow subsidiaries  Office, directors’ and staff quarters

CESL ) =PNG rental (i) 869,460 894,240
ErEEEkEETEHES
Building management fee (i) 104,017 95,213
BFEEE

Associates Purchase of investment properties (i) 8,920,000 -

NG BEREYZE
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34. RELATED PARTY TRANSACTIONS
(CONTINUED)

Notes:

(i)

(i)

(iii)

Office, directors’ and staff quarters rental, and building
management fee paid to fellow subsidiaries are based on
rates mutually agreed between the parties involved.

Purchase of investment properties from associates are
made according to prices and conditions of agreements
signed between the parties involved.

Extension of operating period of Xiamen Plaza

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

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

ks

(i)

(i)

(iii)

ok 7 S 255 A B i

For the year ended 31 December 2008 (in HK Dollars)
BHE-_ZZ)\F+-_A=+—8FE GABTIIR)

4. EXBEATZRS (&)

AEBERARRZRRME AR 2E
ERTIE EEREIFEHSRAEE
BEDNESRETERE °

Bt = R A B E MR Z BEREKTS
RIBIRTT 2 ek B FE o

ERFH 2 K EH

BERCEEEEBR-—NAN\RF+HA—H
RIVAGIEREREEZEE 2 EXREA
ERARN 2 i (REER—AN\EF+
A+t NBER—AAN=F—A=-+—B#
7 RAER]) ([EBRE]) - FBZ & & BN
—T-RF+ZA+—HKLE -RZZTET
AFERNANBRER=ZZZERFLA=1+H
RAREM  CRESRBHRER (KEF)
BRAR([EEEE]) (EERA)BERZ
ST RFRAANBIVER B (TR
) BEEEREZKEMN T —
AF+ZA+—B&R - ERHHTHA (E
RERE) EINERBES SR 2 KSR+
FE_T_AFt+_A=+—H8 ¥FEX
FABFHCEIRTEERBZHE A
EM RGN - REBEERBZEER BB
AEREACEHHEE S _AF SN
DIRTEE D - HEEHEHOT -

—EERFE_TETNF  §470,000% 7T
—ZETLFE-_T——F : §F100,000% T
“TE——FZF T -RF : §F200,000% T
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For the year ended 31 December 2008 (in HK Dollars)
HE-_ZTZ)\F+_A=1+—8FE GABTIIR)

34. RELATED PARTY TRANSACTIONS
(CONTINUED)

4. EXBEATZRS (&)

Notes: (Continued) Mzt : (8)
(iii) Extension of operating period of Xiamen Plaza (Continued) (iii) EERRBZEEE (B
At the balance sheet date, the Group had commitments HEH  AEBEKERO 2 RKRAENRE
for future minimum lease payments under the above He@EEmT -
agreement which fall due as follows:
2008 2007
=Z2EN —ET+
Within one year —FR 775,070 780,490
In the second to fifth MEERFNR
years inclusive 4,650,420 3,902,450
Over five years HBRAF 18,601,680 20,292,740
24,027,170 24,975,680
In addition, Fujian Enterprises irrevocably undertakes to BEAN - 2E B £R B 1A 881 BK B /B 7 AT 9R (20
Railway Department that it will guarantee performance o AEESREBECERITERESER
by Yan Hei of its obligations under the CJV Agreement ZF (BB RER) 2EE -
(as amended and extended).
Railway Department is the joint venture partner of Xiamen HERBARBZAERENY  EERHE
Plaza and is beneficially owned by the State Railway BEABREREEE - BESNEL —U1E
Department. To the best knowledge, information and belief BEREMM - BEREE  BEEHEKR
of directors of the Company, having made all reasonable REEBTEZAERME  EERKEERE
enquiries, Railway Department is considered as an FWEERER  WEABUE=F °
independent third party as despite being a joint venture
partner, it has no effective interest in the operations of
Xiamen Plaza.
Fujian Enterprises is a trading conglomerate incorporated EHEF N FINEBTMK L2 DEE
in Hong Kong with limited liability, and under BEXESERAR  ATFREEEREE
administration of Fujian Provincial State-owned Asset EEREZEGEE  c EREEREARARY
Administration Commission of the PRC. Both Fujian AR EEABRNSREES - ZEHAEHE
Enterprises and the Company are ultimately owned by REBEFMKEARNTEFRELRES -
Fujian provincial government of the PRC. There are no
common directors among Fujian Enterprises and any
member of the Group.
Compensation of key management personnel TESEBAE 2EE
2008 2007
—EEN —EE
Short-term employee benefits HEHIE TR 1,893,000 1,932,300
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