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CHAIRMAN’S STATEMENT
ESV S

| present the results and operations of Nam Fong International
Holdings Limited (the “Company”) and its subsidiaries (collectively,
the “Group”) for the year ended 31 December 2008.

RESULTS

The audited consolidated loss of the Group for the year ended
31 December 2008 was approximately HK$23,996,000 and the
basic loss per share was HK1.47 cents, as compared to the
consolidated profit of approximately HK$7,661,000 and basic
earnings per share of HKO0.55 cents for 2007.

NET ASSET VALUE

The consolidated net asset value per share of the Group as at 31
December 2008 was approximately HK$0.28 based on
1,632,000,000 shares in issue, as compared to HK$0.29 per share
for 2007.

BUSINESS REVIEW
PROPERTY INVESTMENT

The Group’s major property investment is certain floors in Royal
Mediterranean Hotel, with a total gross floor area of approximately
6,098 square meters, which is located at Tianhe Road, Tianhe
District, Guangzhou, the People’s Republic of China (the “PRC”).
Such investment generates a recurring rental income of
approximately HK$680,000 per month.

Another property investment is certain units in Liwan Plaza, with
a total gross floor area of approximately 12,878 square meters,
which is located at Shang Xia Jiu Road, Liwan District, Guangzhou,
the PRC. As announced on 25 April 2008, the Group has disposed
its subsidiary, Nam Fong Liwan Plaza Limited (“NF Liwan”) which
only asset were the certain units of Liwan Plaza. Such disposal
was completed in October 2008.
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During 2008, the Group prepaid acquisition costs of twelve shop
units at Jiang Bian Road, Meizhou City, Guangdong Province,
the PRC, with a total gross floor area of approximately 2,384
square meters and the levels 1 to 9 of the accessional building,
the tricorn region besides the River View Hotel at Jiang Bian Road,
Meizhou City, Guangdong Province, the PRC, with a total gross
floor area of approximately 12,898 square meters as the Group’s
another property investment.

PROPERTY DEVELOPMENT

As at 31 December 2008, the Group’s core property development
project is Holiday Bay Chaohu Phase | (“Chaohu 1”), which is
located at Zhongmiao Town, Chaohu City, Anhui Province, the
PRC, with a site area of approximately 111,595 square meters,
within which the planned gross floor area is approximately 169,500
square meters. Chaohu | will be phase one of the development
project with a comprehensive mixed use community comprising
retail and residential. It is estimated by the Group that the
development of Chaohu | will commence in the third quarter of
2009, with the pre-sale commence at end of 2009 and the whole
will complete by the fourth quarter of 2010.

Another property development project is 50% interest in Jiangnan
Nam Fong Garden Phase Il (“Jiangnan Garden II”), is located at
Chang Gang Zhong Road, Guangzhou, the PRC. As announced
on 19 March 2008, the Group has disposed its remaining 50%
interest in Trisum Investment Limited (“Trisum”) which only asset
was the development project. Such disposal was completed in
September 2008.

PROSPECT

After rapid growth for so many years, the PRC economy has
slowed down due to the impact of the global financial crisis. PRC
made major adjustments to its macro-control policies by adopting
active fiscal policies and moderately loose monetary policies,
aiming to maintain steady economic growth, mainly by increasing
domestic demand. Under the government’s proactive fiscal
policies and moderately loose monetary policies, the stimulus
package will be beneficial for the recovery and development of
the property market in the PRC. Moreover, the local PRC residents
having higher income levels, the demand for quality residential
housing in prime areas and at reasonable prices is expected to
escalate further. The Group is confident about the long-term
development of the mainland PRC property market.
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CHAIRMAN’S STATEMENT
ESV S

Besides the development project of Chaohu | and investment of
certain floors in Royal Mediterranean Hotel and certain property
units at Jiang Bian Road, Meizhou City, the Group has exerted
great efforts in enhancing and expanding its property investment
and development business.

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

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

APPRECIATION

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

Tong Shi Jun
Chairman

Hong Kong, 11 May 2009
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK

The Group is principally engaged in property development,
property investment and property rental activities in the PRC.

During 2008, the Group’s major investment properties were certain
floors in Royal Mediterranean Hotel, and primary property
development was Chaohu | development project.

During the year under review, the Group has disposed of its
remaining 50% interest in Trisum and the debts due by Trisum to
the Group, and its entire equity interest in NF Liwan and the debts
due by NF Liwan to the Group. Moreover, the Group prepaid
acquisition costs of the properties at Jiang Bian Road, Meizhou
City, Cuangdong Province, the PRC, with a total gross floor area
of approximately 15,282 square meters. Such acquisition was not
completed on 31 December 2008 and accounted for as
prepayments for acquisition of investment properties.

In January 2008, the Group has successful bid for the land use
right of a land located at Zhongmiao Town, Juchao District,
Chaohu City, Anhui Province, the PRC with a site area of
approximately 100,155 square meters. This land together with
the piece of land acquired in 2007, which is adjacent to the land
with a site area of approximately 11,440 square meters, covers a
site area of approximately 111,595 square meters, within which
the planned gross floor area is approximately 169,500 square
meters. The project will be phase one of the development project
with a comprehensive mixed use community comprising retail and
residential. Given that the Project is located by the Chaohu lake
which is a scenic area and allows a great view over the lake, the
Project is preliminarily named “Holiday Bay Chaohu Phase I”.

In March 2008, the Group entered into a disposal agreement to
dispose of its remaining 50% equity interest in Trisum and the
debts due by Trisum to the Group at a total consideration of
approximately RMB257,432,000. Trisum together with its wholly
owned subsidiary, Guangzhou Jiannan House Property
Development Company Limited (“GZ Jiannan”) which only asset
was the development project, namely Jiangnan Garden I, is
located at Chang Gang Zhong Road, Guangzhou, the PRC. Such
disposal was completed in September 2008.
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MANAGEMENT DISCUSSION AND ANALYSIS

o B i S g3 A

In March 2008, the Group entered into two sales and purchase
agreements with an independent vendor to acquire of twelve shop
units at Jiang Bian Road, Meizhou City with a total gross floor
area of approximately 2,384 square meters and the levels 1 to 9
of the accessional building, the tricorn region besides the River
View Hotel at Jiang Bian Road, Meizhou City with a total gross
floor area of approximately 12,898 square meters. The Group
intends to held the properties as its investment property with a
view to enhancing the revenue stream of the Group.

In April 2008, the Group entered into a disposal agreement to
dispose of its entire equity interest in NF Liwan and the debts due
by NF Liwan to the Group at a total consideration of
HK$60,000,000. Sole asset of NF Liwan were the certain units of
Liwan Plaza. Such disposal was completed in October 2008.

FUTURE PLANS

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

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

FINANCIAL REVIEW

TURNOVER AND SEGMENTAL INFORMATION
RENTAL INCOME

The Group’s turnover represents rental income generated. Rental
income decreased by 12.2% to approximately HK$10.8 million in
2008 from approximately HK$12.3 million in 2007. The decrease
in rental income was mainly due to the disposal of the property
investment in Liwan Plaza in 2008.

GROSS PROFIT
Gross profit decreased by 15.1% to approximately HK$6.2 million

in 2008 from approximately HK$7.3 million in 2007, mainly due to
the decrease in rental income received.
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MANAGEMENT DISCUSSION AND ANALYSIS

OTHER INCOME

Other income decreased by 96.5% to approximately HK$0.4
million in 2008 from approximately HK$11.4 million in 2007, mainly
due to there were exchange gain and excess of fair value of net
assets acquired over cost of acquisition of a subsidiary in 2007.

OTHER OPERATING EXPENSES

Other operating expenses increased by 390% to approximately
HK$20.1 million in 2008 from approximately HK$4.1 million in
2007, primarily attributable to the increase in the impairments of
goodwill and prepayments for acquisition of investment properties
during the year.

(LOSS)/PROFIT BEFORE TAX

The Group recorded a loss before tax of approximately HK$22.6
million in 2008 whereas a profit before tax of approximately HK$8.8
million was reported in 2007 mainly due to a drop in revenue from
rental income generated, increase in other operating expenses,
decrease in the gain on disposal of subsidiaries and cumulative
effect of the foregoing.

INCOME TAX

Income tax increased by 27.3% to approximately HK$1.4 million
in 2008 from approximately HK$1.1 million in 2007, primarily
attributable to the increase in deferred tax in 2008.

LIQUIDITY AND CAPITAL RESOURCES

CASH POSITION

As at 31 December 2008, the Group’s bank and cash balances
amounted to approximately HK$0.2 million.

BORROWINGS, CHARGES ON GROUP ASSETS AND GEARING
RATIO

The Group had no borrowings as at 31 December 2008 and the
gearing ratio as at 31 December 2008, expressed as total
borrowing over the total equity was NIL (2007: NIL).
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MANAGEMENT DISCUSSION AND ANALYSIS

o B i S g3 A

CONTINGENT LIABILITIES

The Group were no any significant contingent liabilities for the
year ended 31 December 2008.

FOREIGN EXCHANGE RATE

The Group conducts its business almost exclusively in RMB except
that certain receipts of sales proceeds and the borrowings are in
HKD. The conversion of RMB into HKD or other foreign currencies
has been based on the rates set by the People’s Bank of China.
The value of RMB against the HKD dollar and other foreign
currencies may fluctuate and is affected by factors such as
changes in China’s political and economic conditions. The Group
has not adopted any financial instruments for hedging purposes.
However, the Group will constantly assess the foreign exchange
risk it encounters so as to decide the hedging policy required
against the possible foreign exchange risk that may arise.

STAFF AND REMUNERATION POLICIES

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

PROFESSIONAL TAX ADVICE
RECOMMENDED

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

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

EXECUTIVE DIRECTORS

Tong Shi Jun, aged 52, is the Chairman of the Company. Mr. Tong
has long been engaging in construction investments and project
management in the PRC, and with extensive management
experience. He has excellent performance in export and import
trading business in the recent ten years. Mr. Tong joined the Group
in March 2002.

Zhao Lishen, aged 38, is responsible for the whole management
of Greater China, PRC of the Group. Mr. Zhao graduated from
ZhongNan University at Economics and Law. He has long been
engaging in the banking investment and the enterprise
management of major corporation for a number of years. He has
extensive understanding and cumulate experience in group
management. Mr. Zhao joined the Group in February 2003.

Chiu Kong, aged 50, is mainly responsible for the administration
of the Hong Kong office. He has long been engaging in export
and import trading business as well as telecommunication
investments in mainland. He joined the Group in June 2002.

Huang Ling, aged 34, is mainly responsible for capital financing.
She graduated from Guangdong Foreign Trade University with a
Bachelor of Economics degree. She has engaged in international
accounting of bank with certain experience in financing. Ms. Huang
joined the Group in February 2003.

Zhu Jun, aged 38, is mainly responsible for personnel
management. She had worked in group logistics property
administration of South China University of Technology. Ms. Zhu
joined the Group in February 2003.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Chen Song Sheng, aged 73, has been an independent non-
executive director since February 2001. Mr. Chen graduated from
the University of Zhongshan in the PRC and he stayed to work
after. He had been the Deputy Head of the Department of Chinese
in the University of Zhongshan and held his professorship in the
University of Macau since 1991. Mr. Chen is also director and
chairman of several Chinese cultural organizations.

Yuen Wai Ho, aged 49, has been an independent non-executive
director of the company since September 2007. Mr. Yuen holds
two Master’s degrees, one in business administration from the
University of Bath in England and the other in electronic commerce
from the Open University of Hong Kong. Mr. Yuen is a fellow
member of the Hong Kong Institute of Certified Public
Accountants, The Association of Chartered Certified Accountants
and the Taxation Institute of Hong Kong and is also an associate
member of the Institute of Chartered Accountants in England and
Wales, the Chartered Institute of Management Accountants and
the Institute of Chartered Secretaries and Administrators. Mr. Yuen
has more than 25 years’ experience in auditing, accounting,
taxation and financial management, of which 17 years was served
as senior financial executives in various multinational companies
and listed companies in Hong Kong. He is currently a partner of a
firm of certified public accountants and an independent non-
executive director of REXLot Holdings Limited, a company listed
in Hong Kong.

Chou Sing Hong, aged 38, has been an independent non-
executive director of the company since November 2008. Mr. Chou
obtained his Bachelor Degree in Laws from City University of Hong
Kong. He is a member of the Law Society of Hong Kong. Mr.
Chou has more than 10 years’ experience in legal practice. He is
currently a practising solicitor in Hong Kong.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

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

Chen Wei Wen, aged 42, is a site engineer of the Group. Mr.
Chen graduated from Guangzhou University and has been working
as a civil engineer for over 17 years. He joined the Group in 1993
and is responsible for site and construction works of the property
projects. Before joining the Group, he was responsible for
supervision of the construction progress in a construction
company in Guangzhou.

Wang Jian Yong, aged 46, structural audit engineer of the Group.
Mr. Wang graduated from Guangzhou Jinan University and has
over 20 years’ experience in construction industry. He joined the
Group in 1994.

QUALIFIED ACCOUNTANT AND COMPANY
SECRETARY

Tang Sze Lok, aged 39, is the qualified accountant and company
secretary of the Company with effect from April, 2007. Mr. Tang
obtained his Honours Bachelor Degree in Accounting from Hong
Kong Baptist University. Currently, he is a fellow member the Hong
Kong Institute of Certified Public Accountants and the Association
of Chartered Certified Accountants. Mr. Tang has over 15 years
of experience in auditing, financial accounting and implementation
of internal, financial, operational and compliance control and
financial reporting system. He also has experience in mergers and
acquisitions and financial due diligence review.
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We are committed to maintaining a high standard of corporate
governance. We firmly believe that a good, solid and sensible
framework of corporate governance will enhance the Company
to run its business in the best interest of its shareholders as a
whole.

In the opinion of the directors, save as disclosed below, the
Company has complied with the Code on Corporate Governance
Practices, as set out in Appendix 14 to the Listing Rules throughout
the year ended 31 December 2008.

Deviations from the Code on Corporate Governance Practices
and remedies:

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

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

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

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Group adopted the Model Code for Securities Transactions
by directors (the “Code”), contained in Appendix 10 of the Listing
Rules. Special enquiry has been made of all directors, and directors
have confirmed that they have complied with the required
standards set out in the Code for the year ended 31 December
2008.

DISCLOSURE PURSUANT TO CHAPTER 13
OF THE LISTING RULES

Advance to entities under Rule 13.13 of the Listing Rules:

At 31 December 2008, the Group had the consideration
receivables of approximately HK$109,041,000 and
HK$42,000,000 due from Hopeson Holdings Limited (“Hopeson”)
and Mr. Wang Guan Hua (“Mr. Wang”) respectively. The
consideration receivable due from Hopeson representing
approximately 23.4% of the Group’s total assets at 31 December
2008 which is unsecured and interest free whereas the
consideration receivable due from Mr. Wang representing
approximately 9% of the Group’s total assets at 31 December
2008 which is secured and interest free. Details of which is set
out in note 23 to the financial statements.

BOARD OF DIRECTORS

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

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

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

The principal functions of the Board are to consider and approve
the strategies, financial objectives, annual budget, investment
proposals, and assume the responsibilities of corporate
governance of the Company. The day-to-day operations of the
Group are delegated to the management of the Group.
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The Board met six times in 2008 and the individual attendance of
each Board member in these meetings is as follows:

EXEeaE_TT)\FHETARESFES
@ BRERZHFEGRCENT

Note Attendance Mzt H g =
Executive Directors HITEE
Mr. Tong Shi Jun 6/6 KA 6/6
Mr. Zhao Lishen 6/6 FENL R A 6/6
Mr. Chiu Kong 3/6 it 8] 5 A 3/6
Ms. Huang Ling 6/6 =N | 6/6
Ms. Zhu Jun 3/6 KE/NE 3/6
Independent BUYFHITESE

Non-Executive Directors

Mr. Chen Song Sheng 4/6 PRABRE A& 4/6
Ms. Zhou Mei Zhen () 3/6 ISEIZHUN | (i) 3/6
Mr. Yuen Wai Ho 0/6 Brig =& 0/6
Mr. Chou Sing Hong (i) 0/6 IRk B e 4 (i) 0/6
Notes: B 5T

(i) Resigned as independent non-executive director on 1 November
2008.

(i) Appointed as independent non-executive director on 1 November
2008.

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

AUDIT COMMITTEE

The Company established an audit committee in 1999 with written
terms of reference in compliance with the Listing Rules. Its current
members include three independent non-executive directors, who
are Mr. Yuen Wai Ho, Mr. Chen Song Sheng and Mr. Chou Sing
Hong.
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The audit committee is to make recommendation to the Board on
the appointment, re-appointment and removal of the external
auditor and any questions of resignation or dismissal, their audit
fees, matters relating to the independence of the external auditor;
to meet with the external auditor to discuss the nature and scope
of the audit, and matters of concern when requested to do so by
the external auditor; to review the interim financial report and
annual financial statements before they are submitted to the Board;
to discuss problems and reservations arising from the interim
review and final audit; any other matters the external auditor may
wish to discuss, to review the external auditor’s management letter
and management’s response; and to consider any findings of major
investigations of internal control matters as delegated by the Board
on its own initiative and management’s response.

The audit committee met two times in 2008. Individual attendance
of each committee member is set out as below:

NGRSk et

BERREQENINERBEM 2 RE  EFR
ERER - BRI (A B X X 2R AD B Bk
BURZZEED - BB S - SMNEREE 2
BUMESEERNEFTFRMUER  BINERK
MG & Bz TIE 2 IEE M8 E M Esh
BB RKERIEHEEE %Bﬁqﬂﬁﬂﬁﬁ’x
BENEFUBREARL2EEE TR
RIS P B Bl B 4 £ %%Vﬂ%ﬁ*iﬁZFﬂ%&
RERR - MAEFAISNEZERAD AR A R 2 E Al
EH  BRINEZHBMEEERE 2 K NE
BEZEE: MEFEFSRRBEEEE
TZRARAEERLEEEZLIE

BERRBEE_TT)\FHET _RERR
BEeF BRKEBZHFESHCHENT

5 X

Note Attendance B 5 i fE 3
Mr. Chen Song Sheng 2/2 PRABEE A& 2/2
Ms. Zhou Mei Zhen () 1/2 IEESZAN (i) 1/2
Mr. Yuen Wai Ho 2/2 Brig =& 2/2
Mr. Chou Sing Hong (i) 0/2 BB B 4 4 (i 0/2
Notes: B 5T
()  Resigned as audit committee member on 1 November 2008. () RZZEENFT+—A—HHLABTZZES
(i)  Appointed as audit committee member on 1 November 2008 (i) RZZBZENF+-—HA—BRZAAREZZES

gKE -

To fulfil its responsibilities, the audit committee has met with the
external auditor to discuss the general scope of their audit work
and has reviewed the Group’s unaudited interim results for the
period ended 30 June 2008 and annual audited results for the
year ended 31 December 2008 and was of the opinion that the
preparation of such results complied with the applicable
accounting standards and requirements and that adequate
disclosure have been made.
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REMUNERATION COMMITTEE

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

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

The remuneration committee met once in 2008. Individual
attendance of each committee member is set out as below:

MW EE &

ARRR-ZZRFNARY —EFHMEE
G FMEB S 2GR A ETRR - B
RARBBERITESHMTERMEE L
HERTEZMEREERBAKFELL °

FOIE B R E AT H IR R E B
i REESRASESREEAR LW
REARMETARH - AR AT S
TR - DS EEMBIAHI Y BRI
3 -

FHNEEBerE ST ) \FHETKZEE
%  HBEEKBRBEKNE ZHEEHRL
g

Attendance & %
Executive Director HITEE
Mr. Chiu Kong 1/1 jHH 3 ST A 1/1
Independent Non-Executive Director BUFBITEE
Mr. Yuen Wai Ho 1/1 Brig st & 1/1
Mr. Chou Sing Hong 0/1 B & 0/1

NOMINATION COMMITTEE

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

The nomination committee is responsible for formulating policy
and making recommendations to the Board on nomination,
appointment of directors and Board succession, develops
selection procedures for candidates, reviews the size, structure
and composition of the Board and assesses the independence of
independent non-executive director.
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The nomination committee adopts certain criteria and procedures
in the nomination of new directors. The major criteria include the
candidates’ professional background especially their experience
in the industry of the Group’s business ; their financial and past
track record with other similar companies; and the
recommendations from the management team and other
knowledgeable individuals. The nomination committee will shortlist
the candidates and then submit to the Board for final approval.

The nomination committee met once in 2008. Individual
attendance of each committee member is shown below:

NGRSk et

RBERBERAETER MR ADGE K
BEFSREA  ARREIERRESA
ENEXER  LHREARAEEMETEN
K B ATREMBURR TEZ M

KAEsERe s 2 fosk - W EER RHMA
B THHE - REZEEHELRERAE
2E BREFSFO&EIE-

RELEERE_SZ)\GFHBT—RKEES
% HIRANERBEKE 2 HETHRL
BRU0R -

Attendance =
Executive Director HITES
Mr. Chiu Kong 1/1 5T A 1/1
Independent Non-Executive Director BUFBITEE
Mr. Yuen Wai Ho 1/1 Brig =& 1/1
Mr. Chou Sing Hong 0/1 R EE %k & 0/1

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

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

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

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

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

AUDITOR’S REMUNERATION

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

P B

EXRBETERRREBERZ AR -
IRIESEE 2 BERRIRZ Ma - I E B
AR FERR R

ERAREE—ERANEERE  BFRER
EEMPECENEE - BUAREEERZ
BEM aRZERAMERFESE
S THREEAEERREEERERZR
RSN - WA BESEZMEEE -

REBFEAR  EFRYARERERZE
RETERTTHRITEZE  Ra@BR T
MEFELSREEASRBBEERIES - A
BREHFKECEERERZCERML -

EXRBESEHERZES  THREEA
8 N SN B A 2 2 B T 4 A BF BL 4R 2 BT
tELRHE - EFERARERK 2 NEEE AR
FEDRBEY -

2% Sl T <

FA - N FARRAZEE T IREE (BE)
SEEEBZBEHIIMT

Fee paid/payable g1 ENEH

HK$’000 FET

Audit services 700 EET RS 700
Other services 170 H b AR 7S 170
870 870
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DIRECTORS’ RESPONSIBILITY ON THE
FINANCIAL STATEMENTS

The directors of the Company acknowledge their responsibility
for preparing the financial statements for the year ended 31
December 2008, which were prepared in accordance with
statutory requirements and applicable accounting standards.

The reporting responsibilities of the external auditor on the financial
statements are set out in the “Independent Auditor’s Report” on
pages 31 to 33.
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The directors herein submit their report together with the audited
consolidated financial statements of the Group for the year ended
31 December 2008.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 33 to the financial
statements.

SEGMENT INFORMATION

An analysis of the performance of the Group by principal activities
is set out in note 8 to the financial statements.

DIVIDENDS

The directors do not recommend the payment of any dividend in
respect of the year (2007: Nil).

FIVE-YEAR FINANCIAL SUMMARY
A five year financial summary of the Group is set out on page 92.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2008
and the state of affairs of the Group are set out in the financial
statements on pages 34 to 91 respectively.

RESERVES

Movements in reserves of the Group during the year is set out in
the financial statements on pages 37 to 38.

DISTRIBUTABLE RESERVES OF THE
COMPANY

At 31 December 2008, the Company had no reserves (2007: Nil)
available for distribution to shareholders.
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DONATIONS

No donations were made to charities by the Group during the
year (2007: Nil).

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group during
the year is set out in note 16 to the financial statements.

INVESTMENT PROPERTIES

Movements in investment properties of the Group during the year
are set out in note 17 to the financial statements. Particulars of
investment properties of the Group are set out on page 30.

PROPERTIES UNDER DEVELOPMENT

Movements in properties under development of the Group during
the year are set out in note 18 to the financial statements.
Particulars of properties under development of the Group are set
out on page 30.

SHARE CAPITAL

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

BORROWINGS AND INTEREST
CAPITALISED

The Group had no borrowings as at 31 December 2008.

No borrowing cost was capitalized in respect of property
development projects during the year (2007: Nil).

RETIREMENT BENEFITS SCHEME

The Group contributes to defined contribution retirement schemes
which are available to all employees.
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DISPOSAL OF JOINTLY CONTROLLED
ENTITIES AND A SUBSIDIARY

Details of the disposal of jointly controlled entities and a subsidiary
are set out in notes 20 and 28 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information of turnover and purchases attributable to the major

H B 36 [v] 52 i B O T O

HJ

HERRZEFHER LB AR FEHNM

B KM 20528 -

FREP KA ER

AEET2EPRHEENAFREIGAEE

customers and suppliers of the Group for the year is as follows: HERKBZFBEOT
2008 2007
—EENE —EELF
% %
Turnover HE
The largest customer BARP 30 37
Five largest customers in aggregate i K& F 4258 100 98
Purchases R
The largest supplier &AM RER 85 62
Five largest suppliers in aggregate  Fu A it /& 75 42 %8 100 100
None of the directors and their associates or any shareholder (who BERNNRESREBEAL  SEMRE

to the best knowledge of the directors, own more than 5% of the
Company'’s share capital) had interest in the above customers
and suppliers at any time during the year.
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DIRECTORS

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

Tong Shi Jun, Chairman
Zhao Lishen

Chiu Kong

Huang Ling

Zhu Jun

Chen Song Sheng*
Zhou Mei Zhen*

Yuen Wai Ho*

Chou Sing Hong*

(Resigned on 1 November 2008)
(Appointed on 1 November 2008)
* Independent non-executive director

Mr. Chiu Kong and Mr. Chen Song Sheng retire from office by
rotation at the forthcoming annual general meeting in accordance
with bye-laws No0.87 of the Company, being eligible, offer
themselves for re-election.

Mr. Chou Sing Hong retires from office at the forthcoming Annual
General Meeting in accordance with Bye-Laws No0.86 of the
Company, being eligible, offer himself for re-election.

DIRECTORS’ SERVICE CONTRACTS

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

As at 31 December 2008, none of the directors and chief executive
of the Company had, under Part XV of the Securities and Futures
Ordinance, nor were they taken to or deemed to have under such
provisions of the Securities and Futures Ordinance, any interests
in the shares of the Company or any associated corporation (within
the meaning of Part XV of the Securities and Futures Ordinance)
or any interests which are required to be entered into the register
kept by the Company pursuant to section 352 of the Securities
and Futures Ordinance or any interests which are required to be
notified to the Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies in the Listing Rules.

DIRECTORS’ INTERESTS IN CONTRACTS

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

COMPETING INTERESTS

As at 31 December 2008, none of the directors or the managing
shareholders or any of their respective associates of the Company
had an interest in a business that competed or might compete
with the business of the Group directly or indirectly.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2008, according to the register of interests
kept by the Company under section 336 of Securities and Futures
Ordinance, and so far as was known to the directors or chief
executive of the Company, the following persons had an interest
or short position in the shares or underlying shares which would
fall to be disclosed to the Company under the provisions of Division
2 and 3 of Part XV of the Securities and Futures Ordinance:

DIRECTORS’ REPORT
o

TR

RZZZENF+ZA=+—H ' REBELXRQ
LEHF R EEPIEISCIHRFE 2 EmE
MAARRIBES AR R TIAAITA - T
HIATRIRD AR NDER ERBES R
HE GBI EXVEP 2 R 37 TAE X A A R A
BEZERIORE

Approximate
percentage

or attributable
percentage of
shareholdings

B
Name of shareholder Note Nature of interest Total BHES T
RREH Bt & ERME B REEEDL
(%)
(Note 3)
(P 5E3)
Great Capital Holdings 1 Beneficial owner 429,162,000 (L) 26.30%
Limited (“GCH”) E=EAA
Mr. Hung Ka Faat 2 Interest of a controlled 405,280,000 (L) 24.83%
AR B & corporation
XEHEB R
Sinowin Enterprises 2 Beneficial owner 405,280,000 (L) 24.83%
Limited (“SEL”) EmEAA
Zhang Sugian Beneficial owner 262,000,000 (L) 16.05%
REF ExEA A
(L) Long position
L FE
7 B R I A B A ]

ZER)\FEHR
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Notes:

(1) 264,162,000 Shares out of 429,162,000 Shares have been pledged
by GCH to secure banking facilities for the group companies of
GCH.

(2)  Mr. Hung Ka Faat beneficially owns and controls SEL.

(8)  For the purpose of this section, the shareholding percentage in
the Company is calculated on the basis of 1,632,000,000 Shares
in issue.

Save as disclosed above, so far as are known to the directors,
the Company has not been notified of any interest in the issued
share capital of the Company required to be recorded under
section 336 of the Securities and Futures Ordinance as at 31
December 2008.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
bye-laws or the law in Bermuda.

PURCHASE, SALE OR REDEMPTION OF
SHARES

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

MANAGEMENT DISCUSSION AND
ANALYSIS

A management discussion and analysis of the Group’s annual
results is shown on pages 7 to 10.
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CORPORATE GOVERNANCE REPORT
A corporate governance report is shown on pages 14 to 21.

AUDIT COMMITTEE

The audit committee of the Company comprises three independent
non-executive directors. The committee has reviewed the
accounting principles and practice adopted by the Group and
discussed with the management regarding auditing, internal
control and financial reporting matters including the review of the
Company’s audited results for the year ended 31 December 2008.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITOR

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

By order of the Board
Tong Shi Jun
Chairman

Hong Kong, 11 May 2009
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PARTICULARS OF PROPERTIES
ERY B

Attributable
beneficial interest Floor
to the Group area m?
Investment properties REBEM EEEE Type Lease term
REME BERER SR 55 HEFH
1. Levels 40, 41, 42, 43 and 45 100% 6,098 H Medium lease
Royal Mediterranean Hotel i RHHE
No. 518 Tianhe Road
Tianhe District
Guangzhou
The PRC
B g BB s
F40° 41 42 431458
BN T
KO & KW 51857
Attributable Estimated
beneficial interest Floor date of
to the Group area m? completion
Properties under development REBEM EEEE Type st &R
BRPME BERER SR 55l =R
2. Holiday Bay Chaohu Phase | 100% 111,595 C/CP/R End of 2010
Zhongmiao Town, Chaohu City, w5/ 20105 F &
Anhui Province, the PRC
ERBRAKE—H
REZHE
M EE
Attributable
beneficial interest Floor
Prepayments for acquisition of to the Group area m?
investment properties rEEERL EEHEE Type Lease term
KEREMERARE BRER ThHK L) HEFH
3. Twelve shop units at 100% 2,384 C Medium lease
Jiangbian Road [ RERE
Eastern District
Meizhou
Guangdong Province
The PRC
BT RE TR 12HEE
REERE
4. Levels 1to 9 of the accessional building 100% 12,898 H Medium lease
Tricorn Region besides the River View Hotel i REIEE
Jiangbian Road
Eastern District
Meizhou
Guangdong Province
The PRC
MM TR & T 38 5%
SIRKNEE = BiF
WEEI1ZEE
REERE
C-Commercial CP-Car park O-Office R-Residential H-Hotel
EEEES E—(EE W-HAE fF—(FE B — B
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INDEPENDENT AUDITOR’S REPORT

RSM Nelson Wheeler
FinEE(EB)GETMEHEM

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF

NAM FONG INTERNATIONAL
HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Nam
Fong International Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 34 to 91, which comprise the consolidated balance sheet
as at 31 December 2008, and the consolidated income statement,
consolidated statement of changes in equity and consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

TR S A% B T o

T8 7 A% S A o
BOwa T 19 4R A BR 2 ]
(REREHMA L2 ERAF)

2 HBOR

EEDBRENEMEN B AT HEE
BAERRR (TEAR]) MEWEB AR (5
RIEEE]) 2RAMBHRER - WG
BREEN_ZZNF+_A=+—BZ&K
BEERER  MHEZHLFENGEE
]k GARaEPRNMGEAESRER
AR T BT BRI E KM

o2 B R R Y AT

BERAEFAAREBGAG ((BEE
FHEAE ) BN E B BREERNEE
RAVEGIERTE - WENEE QT HI R
ZEPHWME - WEEBERG - Bk
HEEENEE RN FHINBU B RRBED
WEBEEE - DARERM SRR MM E R RRF K
SHARME B 2 EASERBRA - BIEY EAE
EHEEBER - RETREMELAEZE
AHEE -

I BB A R4
—B R

31



32

INDEPENDENT AUDITOR’S REPORT
B8 3 A% Bl

AUDITOR’S RESPONSIBILITY

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

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

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

NAM FONG INTERNATIONAL HOLDINGS LIMITED
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INDEPENDENT AUDITOR’S REPORT

BASIS FOR QUALIFIED OPINION

SCOPE LIMITATION — PRIOR YEAR AUDIT SCOPE
LIMITATION AFFECTING CORRESPONDING FIGURES

As previously explained in our report dated 16 May 2008 on the
Group’s financial statements for the year ended 31 December
2007, we were not provided with sufficient evidence to enable us
to assess as to whether the loss on disposal of the investment
properties included in the consolidated income statement of the
Group and the related amounts disclosed in the notes to the
financial statements in respect of the disposal of the investment
properties for the year ended 31 December 2007 were free from
material misstatements. We qualified our opinion on the Group’s
financial statements for the year ended 31 December 2007 in
respect of this scope limitation accordingly.

Any adjustments that might have been found necessary in respect
of the above would have had a consequential impact on the
Group’s results for the year ended 31 December 2007 and the
related disclosures thereof for the year ended 31 December 2007 .

QUALIFIED OPINION ARISING FROM LIMITATION
OF AUDIT SCOPE

In our opinion, except for the effects of any adjustments that might
have been determined to be necessary had we been able to obtain
sufficient evidence concerning the corresponding figures
mentioned in the “BASIS FOR QUALIFIED OPINION” paragraphs,
the consolidated financial statements give a true and fair view of
the state of affairs of the Group as at 31 December 2008 and of
the Group’s results and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

11 May 2009
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CONSOLIDATED INCOME STATEMENT

A 7 R AR AR

For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

Turnover

Rental outgoings

Gross profit

Other income

Loss on disposal of investment
properties

Fair value losses on investment
properties

Administrative expenses

Other operating expenses

Loss from operations

Share of profits of jointly
controlled entities

Loss on disposal of jointly
controlled entities

(Loss on disposal of a
subsidiary)/Gain on disposal
of subsidiaries

(Loss)/Profit before tax

Income tax

(Loss)/Profit for the year

Basic (loss)/earnings per share

M52 H
E7

H A
HEREMEER

BREMEZ N FE
BB

THER
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FE(E KREH B
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2008 2007

—EENE —ETEF

Note HK$’000 HK$’'000
B 5 FExT FET
6 10,849 12,254
(4,619) (4,912)

6,230 7,342

7 383 11,355
15 (32,035)
17 (328) (16,941)
(15,411) (13,156)
9 (20,129) (4,115)
(29,255) (47,550)

16,255 6,533

(603) —

28 (8,969) 49,795
(22,572) 8,778
11 (1,424) (1,117)
12 (23,996) 7,661
15 (1.47) centsfl 0.55 centslll




Non-current assets

Property, plant and equipment
Investment properties
Properties under development
Goodwill
Investments in jointly
controlled entities
Deposit for acquisition of
land use rights
Prepayments for acquisition of
investment properties
Prepayments for removal and
relocation costs

Current assets

Accounts receivable

Consideration receivables

Amount due from a jointly
controlled entity

Deposit for renovation, electrical
and mechanical systems

Prepayments, deposits and
other receivables

Bank and cash balances

Current liabilities

Accruals and other payables
Current tax liabilities

CONSOLIDATED BALANCE SHEET

FRBEE
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At 31 December 2008 R-ZEZENE+-_A=+—H

2008 2007

—sENE —ETLE

Note HK$°000 HK$’000
b 3 FBT FHBT
16 63 41
17 136,300 181,622
18 75,379 7,696
19 - 4,520
20 - 73,630
= 10,684

21 58,163 =
= 21,000

269,905 299,193

22 2,905 1,080
23 151,041 66,073
20 = 125,815
24 41,303 —
499 781

25 179 2,186
195,927 195,935

9,077 12,898

573 ill, 110G

9,650 14,010
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CONSOLIDATED BALANCE SHEET

AR B E AR

At 31 December 2008 R-—ZZENE+-_A=+—H

Net current assets

Total assets less
current liabilities

Non-current liabilities

Deferred tax liabilities

NET ASSETS

Capital and reserves

Share capital
Reserves

TOTAL EQUITY

Approved by the Board of Directors on 11 May 2009.

NAM FONG INTERNATIONAL HOLDINGS LIMITED
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2008 2007

S —BELF

Note HK$’000 HK$’000
Gk THRT T
186,277 181,925

456,182 481,118

26 4,101 3,791
452,081 477,327

27 163,200 163,200
288,881 314,127

452,081 477,327
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Chiu Kong
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
Ar TSR A B A%

For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

Reserves
%
Exchange
fluctuation
reserve
relating to
a disposal
Reserve on Exchange group
Share Share merger fluctuation  classified as  Accumulated
capital premium accounting reserve held for sale losses Total
EBIIA
RREHE
ZHERS
C AKER  AEEE 2MERD
kA R EE i 1 1 ZitER hg
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TEL TEL TEn TEL TEL TiEn TiEn
Note (g) Note (b)
Kt a) s (b)

t 1 January 2007 R-EEtE-F-H 136,000 906,000 (101,922) (3,630) (332) (604,019) 432,097
Translation differences EREE - - = 7,408 = - 7,408
Share of reserve movement of EiEAREHER

jointly controlled entiies LR - - - 4,460 - - 4,460
Net income recognised ERIERTED

directly in equity ZFHA = = = 11,868 = - 11,868
Profi for the year AERRR - - - - - 7,661 7,661
Total recognised income and AEECERMA

expense for the year RERLE - - - 11,868 - 7,661 19,529
Issue of shares kI 27,200 - - - - = 27,200
Released on disposal of subsidiaries L EMBATMER - - - (1,831) 332 = (1,499)
At 31 December 2007 and KRB+

1 January 2008 tZA=t-Rk

“ZE\f-f-H 163,200 906,000 (101922) 6,407 - (496,358 ) 477,307
Translation differences ERER - - - 5,042 - - 5,042
Share of reserve movement of LS W“%J

jointly contralled entities LR - - - 9,755 - = 9755
Net income recognised HERNERTER

directly in equity LARA - - - 14,797 - - 14,797
Loss for the year rEEFE - - - - - (23,99) (23,996
Total recognised income and AEEBRRMA

expense for the year REREE - - - 14,797 - (23,996) 9,199)
Released on disposal rf: /\HT’L%‘J

of jointly controlled entities mER = = - (16,047) - - (16,047)
At 31 December 2008 R-BBNE

+=B=t-H 163,200 906,000 (101,922) 5,157 - (520,354) 452,081
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2008 &HZE=—_ZTZNF+-_HA=+—HILtFE

Note:

(a) Reserve on merger accounting

The reserve on merger accounting was set up upon the share swap
for the Company to acquire its subsidiaries.

(b) Exchange fluctuation reserve

The exchange fluctuation reserve comprises foreign exchange
differences arising from the translation of the financial statements
of foreign operations. The reserve is dealt with in accordance with
the accounting policies set out in note 3(D) to the financial
statements.

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008
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CASH FLOWS FROM

OPERATING ACTIVITIES

(Loss)/Profit before tax

Adjustments for:

Interest income
Written back of accruals and
other payables
Impairment of goodwill
Impairment of prepayments for
acquisition of
investment properties
Other receivables written off
Depreciation
Loss on disposal of
a subsidiary/(Gain)
on disposal of subsidiaries
Share of profits of
jointly controlled entities
Loss on disposal of investments
in jointly controlled entities
Loss on disposal of
investment properties
Fair value losses on
investment properties
Excess of fair value of
net assets acquired over cost
of acquisition of a subsidiary

Operating loss before
working capital changes
Increase in properties
under development
Increase in deposit for
acquisition of land use rights
Increase in accounts receivable,
prepayments, deposits and
other receivables
Increase/(Decrease) in
accruals and
other payables

Net cash used in
operating activities

CONSOLIDATED CASH FLOW STATEMENT
HEBERER

—RR\FT_A=+-ALLEE

For the year ended 31 December 2008 & &
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2008 2007
—EEN\F ZETLF

Note HK$’000 HK$’000
B & FHExT FHET
(22,572) 8,778

(383) (156)

— (143)

4,520 —

13,546 —

540 —

16 11

28 8,969 (49,795)
(16,255) (6,533)

603 —

- 32,035

328 16,941

- (8,772)

(10,688) (7,634)

(33,032) (20,607)

- (10,684)

(5,034) (7,497)

10,835 (12,232)

(37,919) (58,654)
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CONSOLIDATED CASH FLOW STATEMENT

o Bl e g

For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

CASH FLOWS FROM
INVESTING ACTIVITIES

Interest received
Purchase of property, plant
and equipment
Consideration received
Acquisition of subsidiaries
Additions of investment properties
Disposal of a subsidiary/
subsidiaries
Disposal of jointly controlled entities
Prepayments for acquisition of
investment properties
Deposit for renovation,
electrical and mechanical systems

Net cash generated from
investing activities

CASH FLOWS FROM
FINANCING ACTIVITIES

Repayment of short-term
borrowings and net cash used
in financing activities

NET DECREASE IN CASH AND
CASH EQUIVALENTS

Effect of foreign exchange
rate changes

CASH AND CASH EQUIVALENTS
AT 1 JANUARY

CASH AND CASH EQUIVALENTS
AT 31 DECEMBER

ANALYSIS OF CASH AND
CASH EQUIVALENTS

Bank and cash balances

2008 2007
—EENE —ETHF
Note HK$°000 HK$’000
B 5 FE T FHE T
REREEHZ

BERE
B W F B 383 156
BEVE  BME

NEE (36) (36)
B WK E 66,073 3,892
U B B /2B A &) - (114,992)
NBEREME (31,864) =
HE— F'ﬂlﬁ% al,/

RPEERN 28 968 173,959
ﬁ%%ﬂ?ﬂgﬁ 105,381 =
g2 g =8 ES LN B QL]

(69,118) =
B IR E RS

ZiE® (41,303) =
KBRS

H& F5 30,484 62,979
REBMEZTH 2

BERE
EESHEE

mEEBTAE

R R - (9,000)
BHENREEEER

BER D (7,435) (4,675)
[E &2 g 2 &

5,428 (1,367)
R—B—BZHRER

HEEEEHR 2,186 8,228
R+=—A=+—-H=

BHERBEELEEEE 179 2,186
HEREBEEEEER

2D
RITRIR® 4 179 2,186
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NOTES TO THE FINANCIAL STATEMENTS

S 265 i P i

For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

GENERAL INFORMATION

The Company was incorporated in Bermuda as an exempted
company with limited liability under the Companies Act 1981
of Bermuda (as amended). The address of its registered office
is Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda. The address of its principal place of business is
Room 1901, 19th Floor, Office Tower, Convention Plaza,
1 Harbour Road, Wanchai, Hong Kong. The Company’s
shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The
principal activities of its principal subsidiaries are set out in
note 33 to the financial statements.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all of the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants that are relevant to its operations and
effective for its accounting year beginning on 1 January 2008.
HKFRSs comprise Hong Kong Financial Reporting
Standards; Hong Kong Accounting Standards; and
Interpretations. The adoption of these new and revised
HKFRSs did not result in substantial changes to the Group’s
accounting policies and amounts reported for the current
year and prior years.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced considering the potential impact of these new
HKFRSs but is not yet in a position to state whether they
will have a material impact on its results of operations and
financial position.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. BEEEFFEUR

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

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

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

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

(A) CONSOLIDATION

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

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are
de-consolidated from the date the control ceases.
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(A) CONSOLIDATION (Continued)

(B)

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

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

BUSINESS COMBINATION AND
GOODWILL

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

The excess of the cost of acquisition over the Group’s
share of the net fair value of the subsidiary’s identifiable
assets, liabilities and contingent liabilities is recorded
as goodwill. Any excess of the Group’s share of the
net fair value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition is
recognised in the consolidated income statement.
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For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(B)

(®)

BUSINESS COMBINATION AND
GOODWILL (Continued)

Goodwill is tested annually for impairment and
whenever there is an indication that the carrying amount
may not be recoverable. Goodwill is carried at cost
less accumulated impairment losses. Impairment losses
of goodwill are recognised in the consolidated income
statement and are not subsequently reversed. Goodwill
is allocated to cash-generating units for the purpose
of impairment testing.

JOINT VENTURE

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

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

Investment in a jointly controlled entity is accounted
for in the consolidated financial statements by the
equity method of accounting and is initially recognised
at cost. Identifiable assets, liabilities and contingent
liabilities of the jointly controlled entity in an acquisition
are measured at their fair values at the acquisition date.
The excess of the cost of acquisition over the Group’s
share of the net fair value of the jointly controlled entity’s
identifiable assets, liabilities and contingent liabilities
is recorded as goodwill. The goodwill is included within
the carrying amount of the investment and is assessed
for impairment as part of the investment. Any excess
of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities
over the cost of acquisition is recognised in the
consolidated income statement.

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008

3. FEFFBUR @

(B)

©

(B REE @

BEEFLNEIRBREREE
S ERERR - B8
AN R ETRER RS © 7
§§25WTEJ§§T§E’\\%?QTE i‘«%ﬁ%
R HERAEED - BB

TIR®EA B AMERE ﬁlJ“t

AT

BEARREASEEEMAL
ERREZEF TETEEES 26
Wz HE - KREZEHIIREHNRE
%—?—%%/%“/é@JZT I - B
B B8 2 REG R 75 2 B ORTE
AEGHEENEZST (5%

Bttl) 2 —HRE -

AREHERSTAERHRTT
Wi]ﬁ?ﬁﬁ* mMLZAERT -

RARZEFI TR R E TR ER
= ﬁ-l'/ja_ﬁaj\%m:l Hﬁ%i&i’% ’ iﬂﬂ
FLARAEANRR © FTiiE 2 2 A
ZHIERZAIBAIEE F RER
FRBBERERNEBERRZAF
ﬁ#% S B B AN = IR AN 5% [ R

HKFREHIERZ ATBREE
E%&X%E%Z@ﬂ?i‘%@Z%
BIIREE - BB AREZ
FREE @ WIERIRKE 2880 LR
EETTRHE - NEEBIE R R
BE ABENIARBBZATE
ERRBBRAZ EAEERE
BHEERER -



NOTES TO THE FINANCIAL STATEMENTS

S 265 i P i

For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(C) JOINT VENTURE (Continued)

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

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

Unrealised profits on transactions between the Group
and its jointly controlled entities are eliminated to the
extent of the Group’s interests in the jointly controlled
entities. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of jointly
controlled entities have been changed where necessary
to ensure consistency with the policies adopted by the
Group.
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For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(D) FOREIGN CURRENCY TRANSLATION

()

ay

(IIT)

FUNCTIONAL AND PRESENTATION
CURRENCY

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

TRANSACTIONS AND BALANCES IN EACH
ENTITY’S FINANCIAL STATEMENTS

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

TRANSLATION ON CONSOLIDATION

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

— Assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

3. FEFFBUR @

(D) FOREIGN CURRENCY TRANSLATION
(Continued)

(D) M HE (B

(III) TRANSLATION ON CONSOLIDATION () #HERAZHE (E)

(Continued)

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

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

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated
at the closing rate.
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For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFFEOR @

(Continued)

(E) PROPERTY, PLANT AND EQUIPMENT (E) W3 ~ W Kkt

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

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

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

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

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

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in the income statement.
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(F)

G)

(H)

INVESTMENT PROPERTIES

Investment properties are land and/or buildings held
to earn rentals and/or for capital appreciation. An
investment property is measured initially at its cost
including all direct costs attributable to the property.

After initial recognition, the investment property is
stated at its fair value based on valuation by an external
independent valuer. Gains or losses arising from
changes in fair value of the investment property are
included in the income statement for the period in which
they arise.

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

OPERATING LEASES

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Lease payments (net of
any incentives received from the lessor) are expensed
in the income statement on a straight-line basis over
the lease term.

PROPERTIES UNDER DEVELOPMENT

Properties under development are stated at cost less
impairment losses. Costs include acquisition costs,
prepaid land lease payments, construction costs,
borrowing costs capitalised and other direct costs
attributable to such properties. Properties under
development which are expected to be completed
within one year from the balance sheet date, are
classified as current assets.
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For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

@)

)

RECOGNITION AND DERECOGNITION
OF FINANCIAL INSTRUMENTS

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

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards
of ownership of the assets; or the Group neither
transfers nor retains substantially all the risks and
rewards of ownership of the assets but has not retained
control on the assets. On derecognition of a financial
asset, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable and the cumulative gain or loss that had been
recognised directly in equity is recognised in the income
statement.

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

ACCOUNTS AND OTHER RECEIVABLES

Accounts and other receivables are non-derivative
financial assets with fixed or determinable payments
that are not quoted in an active market and are
recognised initially at fair value and subsequently
measured at amortised cost using the effective interest
method, less allowance for impairment. An allowance
for impairment of accounts and other receivables is
established when there is objective evidence that the
Group will not be able to collect all amounts due
according to the original terms of receivables. The
amount of the allowance is the difference between the
receivables’ carrying amount and the present value of
estimated future cash flows, discounted at the effective
interest rate computed at initial recognition. The amount
of the allowance is recognised in the income statement.
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

(K)

L)

ACCOUNTS AND OTHER RECEIVABLES
(Continued)

Impairment losses are reversed in subsequent periods
and recognised in the income statement when an
increase in the receivables’ recoverable amount can
be related objectively to an event occurring after the
impairment was recognised, subject to the restriction
that the carrying amount of the receivables at the date
the impairment is reversed shall not exceed what the
amortised cost would have been had the impairment
not been recognised.

CASH AND CASH EQUIVALENTS

For the purpose of the cash flow statement, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of
cash and subject to an insignificant risk of change in
value. Bank overdrafts which are repayable on demand
and form an integral part of the Group’s cash
management are also included as a component of cash
and cash equivalents.

FINANCIAL LIABILITIES AND EQUITY
INSTRUMENTS

Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under
HKFRSs. An equity instrument is any contract that
evidences a residual interest in the assets of the Group
after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and
equity instruments are set out below.
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NOTES TO THE FINANCIAL STATEMENTS
A 7 A A B

For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(M) BORROWINGS

(N)

0)

(P)

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

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

ACCOUNTS AND OTHER PAYABLES

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

EQUITY INSTRUMENTS

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

REVENUE RECOGNITION

Revenue is measured at the fair value of the
consideration received or receivable and is recognised
when it is probable that the economic benefits will flow
to the Group and the amount of revenue can be
measured reliably.

Rental income is recognised on a straight-line basis
over the lease term.

Interest income is recognised on a time-proportion
basis using the effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2008 & &

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(Q) EMPLOYEE BENEFITS

()

D

(IIT)

EMPLOYEE LEAVE ENTITLEMENTS

Employee entitlements to annual leave and long
service leave are recognised when they accrue
to employees. A provision is made for the
estimated liability for annual leave and long service
leave as a result of services rendered by
employees up to the balance sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

PENSION OBLIGATIONS

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a
percentage of employees’ basic salaries. The
retirement benefit scheme cost charged to the
income statement represents contributions
payable by the Group to the funds.

TERMINATION BENEFITS

Termination benefits are recognised when, and
only when, the Group demonstrably commits itself
to terminate employment or to provide benefits
as a result of voluntary redundancy by having a
detailed formal plan which is without realistic
possibility of withdrawal.
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NOTES TO THE FINANCIAL STATEMENTS
A 7 A A B

For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFEOR @

(Continued)

(R) TAXATION (R) BiIH

54

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

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

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

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

S 265 i P i

For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(R) TAXATION (Continued)

(S)

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

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

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

RELATED PARTIES

A party is related to the Group if:

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

(I)  the party is an associate;
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NOTES TO THE FINANCIAL STATEMENTS
A 7 A A B

For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(S)

(T)

RELATED PARTIES (Continued)
(Il the party is a joint venture;

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

(V) the party is a close member of the family of any
individual referred to in (I) or (IV);

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

(VIl) the party is a post-employment benefit plan for
the benefit of employees of the Group, or of any
entity that is a related party of the Group.

SEGMENT REPORTING

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

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments be presented as the primary reporting format
and geographical segments as the secondary reporting
format.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(T)

(U)

SEGMENT REPORTING (Continued)

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

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

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

IMPAIRMENT OF ASSETS

At each balance sheet date, the Group reviews the
carrying amounts of its assets except goodwill,
investment properties and financial assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of any impairment loss.
Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to
which the asset belongs.
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NOTES TO THE FINANCIAL STATEMENTS
Ko 265 = B i
For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEEFFEOR @

(Continued)

(U) IMPAIRMENT OF ASSETS (Continued) (U) &EWAE (&)

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

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

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount
does not exceed the carrying amount that would have
been determined (net of amortisation or depreciation)
had no impairment loss been recognised for the asset
or cash-generating unit in prior years. A reversal of an
impairment loss is recognised immediately in the
income statement, unless the relevant asset is carried
at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.
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NOTES TO THE FINANCIAL STATEMENTS
Fo 25 ik 2% P R E
For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FEFFIEOR @

(Continued)

(V) PROVISIONS AND CONTINGENT (V) Bl sk AL

LIABILITIES

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

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

(W) EVENTS AFTER THE BALANCE SHEET

DATE

Events after the balance sheet date that provide
additional information about the Group’s position at the
balance sheet date or those that indicate the going
concern assumption is not appropriate are adjusting
events and are reflected in the financial statements.
Events after the balance sheet date that are not
adjusting events are disclosed in the notes to the
financial statements when material.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES

CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES

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

(A) LEGAL TITLES OF INVESTMENT PROPERTIES

As stated in note 17(B) to the financial statements, the
title documents of the Group’s investment properties
with carrying value of approximately HK$136,300,000
(2007: HK$102,563,000), acquired through acquisition
of 100% equity interests in Graceful Link Limited
(“Graceful Link”) in the prior year, have not been
obtained by the Group at 31 December 2008. Graceful
Link is in the process of applying for the title documents
of these properties. Nevertheless, based on the legal
opinion obtained, the directors are of the opinion that
Graceful Link is the beneficial owner of these properties.
In addition, Graceful Link is entitled to lawfully and
validly occupy or use these properties and should be
able to obtain the title documents subject to all
necessary approvals from the relevant authorities of
the People’s Republic of China (“PRC”).
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES (Continued)

(B) LEGAL TITLES OF PROPERTIES UNDER
DEVELOPMENT

As stated in note 18(A) to the financial statements, the
land use right certificate of a piece of land with a
carrying value of approximately HK$7,936,000 (2007:
HK$7,479,000) acquired in the prior year has not been
obtained by the Group at 31 December 2008. The
Group is in the process of applying for the land use
right certificate subject to the approval from the PRC
Government. Nevertheless, based on the legal opinion
obtained, the directors are of the opinion that the Group
is the beneficial owner of the land and is entitled to
lawfully and validly occupy or use the land and should
be able to obtain the land use right certificate.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

(A) ESTIMATED INCOME TAXES (INCLUDING LAND
APPRECIATION TAX IN THE PRC)

The Group is subject to income taxes mainly in the
PRC. Significant estimates are required in determining
the amount of the provision for tax and the timing of
payment of the related tax. There are many transactions
and calculations for which the ultimate tax
determination is uncertain during the ordinary course
of business. Where the final tax outcome of these
matters is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax provisions in the periods in which such
determination are made.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

4. CRITICAL JUDGEMENTS AND KEY 4. FHRHAE M EEAEE @

ESTIMATES (continued)
KEY SOURCES OF ESTIMATION Mt AR R 22 R ERE
UNCERTAINTY (Continued) (&)
(B) FAIR VALUES OF INVESTMENT PROPERTIES/ (B) BEMEZNTE WHESEY
PREPAYMENTS FOR ACQUISITION OF FZ A K IE
INVESTMENT PROPERTIES
The Group appointed an independent professional AEECDRERILEFEGHERIA

(©)

(D)

valuer to assess the fair values of the investment
properties/prepayments for acquisition of investment
properties. In determining the fair values, the valuer
has utilised a method of valuation which involves certain
estimates. The directors have exercised their judgement
and are satisfied that the method of valuation is
reflective of the current market conditions.

PROPERTIES UNDER DEVELOPMENT

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

IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
unit to which goodwill has been allocated. The value in
use calculation requires the Group to estimate the future
cash flows expected to arise from the cash-generating
unit and a suitable discount rate in order to calculate
the present value. The carrying amount of goodwill at
balance sheet date was nil (2007: approximately
HK$4,520,000) after an impairment loss of
approximately HK$4,520,000 (2007: nil) was
recognised during the year. Details of the impairment
test are provided in note 19 to the financial statements.

©)

(D)
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For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(E)

IMPAIRMENT OF ACCOUNTS AND OTHER
RECEIVABLES

The Group makes impairment of receivables based on
assessment of the recoverability of the accounts and
other receivables including the current creditworthiness,
the past collection history, the length of overdue period
and collateral (if any) of each debtor or counterparty.
Impairment arises where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of impairment of
receivables requires the use of judgement and
estimates. Where the actual result is different from the
original estimate, such difference will impact the
carrying value of the accounts and other receivables
(such as accounts receivables, consideration
receivables and deposit for renovation, electrical and
mechanical systems (which is refundable)) and
impairment of receivables in the year in which such
estimate has been changed.

5. FINANCIAL INSTRUMENTS

(A) CATEGORIES OF FINANCIAL

INSTRUMENTS

Financial assets SREE

Loans and receivables B3 K fE U FRIA
(including bank and (BIERITR
cash balances) R &)

Financial liabilities ca =R

Amortised cost 4 SH P AR
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5. FINANCIAL INSTRUMENTS (Continued)

(B) FINANCIAL RISK MANAGEMENT

The Group'’s activities expose it to a variety of financial
risks: foreign currency risk, credit risk, liquidity risk and
interest rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group’s financial performance.

()

FOREIGN CURRENCY RISK

Foreign currency risk is the risk that the value of
a financial instrument will fluctuate because of
changes in foreign exchange rates. As a result of
the Group’s significant operations in the PRC,
other than Hong Kong, the Group’s balance sheet
can be affected significantly by movements in the
Renminbi (“RMB”) with respect to Hong Kong
dollar (“HK$”) exchange rate. The Group has not
adopted any financial instruments for hedging
purposes. However, the Group will constantly
assess the foreign exchange risk it encounters
so as to decide the hedging policy required
against the possible foreign exchange risk that
may arise.

5. T H @

(B) A% g i B

REBEBAZSEEVBR
% - BIEINERR - EERR
MENE & Rk KA =R o A&
EEERMREEEEERITES
ﬁﬁ%Z%uﬁﬂﬁv”%i%
REBMBERIRZBETFE
/@Z:I:Hiﬂi
(D) A L B
SNEREIEER TAEE
BR B8 SN BE SR 2 B My 3R
KE 2 Bk o BRBRES
o REBKREHEKH
URFE AEEEES
BEREEAARE LB TE
EBYMIHNERTE -
AREB W EEA TR
TEREELHRRAE - A -
AEBSHETHEER
Z%EHA LURERR
DR ET P BUR E R ]
FEZ%EHMO

The Group’s exposure at the balance sheet date PINS l EEHMmERKE

to foreign currency risk arising from recognised PR EBEESBE
monetary assets or liabilities is as follows: ZHONE R

Assets Liabilities

BE =R

2008 2007 2008 2007

TEENE | ZETLF | ZBEN\F | ZETLF

HK$’000 HK$000 HK$ HK$

FH&T FHET BT BT

RMB AR 111,946 — 3,082 9,196

NAM FONG INTERNATIONAL HOLDINGS LIMITED
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For the year ended 31 December 2008 & &

5. FINANCIAL INSTRUMENTS (Continued)

(B) FINANCIAL RISK MANAGEMENT
(Continued)

¢y

ay

FOREIGN CURRENCY RISK (Continued)

At 31 December 2008, if HK$ had weakened 10
per cent against RMB with all other variables held
constant, consolidated loss before tax for the year
would have been approximately HK$10,886,000
lower (2007: consolidated profit before tax would
have been approximately HK$919,000 lower). If
HK$ had strengthened 10 per cent against RMB
with all other variables held constant,
consolidated loss before tax for the year would
have been approximately HK$10,886,000 higher
(2007: consolidated profit before tax would have
been approximately HK$919,000 higher).

CREDIT RISK

At 31 December 2008, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is arising from
the carrying amount of the respective recognised
financial assets as stated in the consolidated
balance sheet.

The Group’s concentration of credit risk by
geographical location is in the PRC which
accounted for 100% of the total accounts
receivable at 31 December 2008 (2007: 100% in
Hong Kong). The Group also had concentration
of credit risk by tenant as 100% of its total
accounts receivable were due from three tenants
at 31 December 2008 (2007: 100% of its total
accounts receivable were due from two tenants).
The Group requests rental deposit from each
tenant upon entering into tenancy agreement. In
addition, the Group reviews the recoverable
amount of each individual debt at each balance
sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regards, the directors consider that the Group’s
credit risk is significantly reduced.

S 265 i P i

—RR\FT_A=+-ALLEE

5. T H @
(B) A% m B s B ()

@

an

B B (A2)

RZZBEENF+ A=+
—H WMBELTEARET
BK10% © MFrA B &
RETE  BIXNFERE
B B AT B 1B R A 4
10,886,000/8 7T (& +
F AR AR AR
#7919,00078 7T) ° W& T
HARE EF10% @ mFT
EHMBERFTE - A
REEHZEEBRMAIBES
#HN#%710,886,00078 7T (—
LT BREAEBRMAA
A1 HN#9919,0005 7T) ©

i B¢ i

R-ZEENF+_A=1+
—B - AEERERHEFFE
REBITETAHAZZEAX
FERR (ZEBAEEE
EIEEE)  RBHGZAE
EBBERMYBEBERR
CREEZREME -

AEBZEZERKRIZIBE
DHEREFRE  HR=
EENF+_H=+—H
ZEWBR R AEFE 2100%
(ZZEZTLF  100%ES
) o IEF &Y - A%E
NEFEEFEERR @ B
BR-_ZEENFE+_A=
+—-BRKk=%MF %A
il FL FE UK BR SR 4288 2. 100%
(ZZTtF  ERmAHE
FRIE M B AE KR
2100%) - AEBEERE
HMERETLAE HEER
MBEZRS o N+ KE
ER&LEEHEBHTHEE
AIEEZATRE £ 5 LA
AR FL AT U B £ B (E
B2 BERIE - Bitim
T EEREAKEZF
BERBE AKRBRIE -
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5. FINANCIAL INSTRUMENTS (Continued)

(B) FINANCIAL RISK MANAGEMENT
(Continued)

auy

(111

CREDIT RISK (Continued)

In addition to credit risk on accounts receivable,
the Group is also exposed to concentration of
credit risk through its consideration receivables
of approximately HK$151,041,000 (2007:
HK$66,073,000) and deposit paid for renovation,
electrical and mechanical systems to a single third
party of approximately HK$41,303,000 (2007: nil).
However, the directors consider that the credit
risk is limited. With respect to the consideration
receivables, the counterparty is with good credit
rating in the industry or collateral over the balance
is held by the Group. In relation to the deposit
paid for renovation, electrical and mechanical
systems which is refundable in nature, because
of its significance, the directors has regular liaison
with the counterparty to identify any early sign of
potential problems.

LIQUIDITY RISK

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

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

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008

5. @ TH @
(B) B4 % | Fa i B

(%)

an

(IIT)

fa BB (45)

fREKER 2 EERR
Sh o AREEERZEER
SIE DN S DS
161,041,0008 T (ZF =&
+ % 1 66,073,000/ 7T) &
m—BE S =B
TREMERGXN2E
£#741,303,000 T (=&

TG fm) o AT EBE
RAEEERAR - R
BRERT S - B 5

RERNER RIF2EE
SN SE W) SRSl o h
BREFAERM - BT
EERRERAIN2ES
BRRELE EEUJ_/Q\%(%E\
EX E=EHEYFH
8 - LA BIEEER
B EHIR -

T B 4 B

AEEZBRBEMESR
BRIKTEHZRBESHE
SR e T HEAR 7R & B 4 5
RHAR ©REEBARNERE
PHLEREHMZADESH
Sk o

TREIIAEEFTES
MEBZRBAWHAR -
ZRDERTMEEZR
WHRBAERERAEEE
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5. FINANCIAL INSTRUMENTS (Continued) 5. @@t T H
(B) FINANCIAL RISK MANAGEMENT (B) B % | F i B
(Continued) (&)

(III) LIQUIDITY RISK

(IID) 37 Bh & 4 B

Less than 1 year

DPR—F
HK$'000
FHET
At 31 December 2008 R-ZEENF+-A=+—H
Accruals and other payables JEFT B R Rk E A FES FRIB 9,077
At 31 December 2007 RZEELF+-_A=+—H
Accruals and other payables FEETE R & A fh fE S 5RIB 12,893

(IV) INTEREST RATE RISK

The Group’s cash flow interest rate risk is

(IV) F) 2 | B

Kﬁlziﬁi/m;@furﬂ

concentrated on the fluctuation of interest rate REPELBASEZF
arising from the Group’s bank balances at floating B R IBITAE B 2 FI TR
interest rates. At the balance sheet date, the o RNEER  AEBEI
Group has no significant interest-bearing bank mEBAGERRITES N
balance, the Group’s operating cash flows are SR EERSREAK
substantially independent of changes in market TEMGHNEEE 2 &
interest rates. Z .
(V) FAIR VALUES (V) AFE

The directors consider that the carrying amounts

EERS RNEREER

of the financial assets and financial liabilities as BRARBMZEHMEER
reflected in the consolidated balance sheet cHMABGECEmMAEHRER
approximate their respective fair values. Bz AV ERAE

6. TURNOVER

6. BEH

The Group’s turnover represents rental income generated AEBEXBEFRNEEZHEN

during the year.

>

T 7 [ B JB AT PR ]
ZER)\FER

67




NOTES TO THE FINANCIAL STATEMENTS
A 7 A A B

For the year ended 31 December 2008 #HZE—_ZZNF+-A=T—HIEFE

7. OTHER INCOME

Interest income A2 I A

Exchange gain R

Excess of fair value of net FIREEEEFEZ
assets acquired over cost N EE U EE

of acquisition of a subsidiary BB A RIKA 2 Z58
Written back of accruals and JEEtE R R AR
other payables FRIE [B] #%
Sundry income FEIFWA

8. SEGMENT INFORMATION

(A) PRIMARY REPORTING FORMAT —

(B)

BUSINESS SEGMENTS

The Group is organised into two main business
segments:

Property sales — property development
and sales
Property rental —  property investment and

property rental activities

SECONDARY REPORTING FORMAT —
GEOGRAPHICAL SEGMENTS

Over 90% of the Group’s revenue and assets are
derived from customers and operations based in the
PRC and accordingly, no further analysis of the Group’s
geographical segments is disclosed.

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008

7. H AU A
2008 2007
—Z2ZENE —EBELF
HK$’000 HK$’000
FHT FET
383 156
— 2,052
— 8,772
— 143
— 232
383 11,355

8. rMER

(A) FEHRERKN —EBESB

AEED SMELEREH DL

MERIHE — DEERRHEE

MERE — DERERDE

HEED

(B) REHHEMN —Hw0%

REBEO% 2 W M EERB
TREZEPREE WA RWKE
AEBME DB ZE BT -
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8. MEER @

EEBEHX — EBE2H

SEGMENT INFORMATION (Continued)

PRIMARY REPORTING FORMAT — BUSINESS

SEGMENTS
Property sales Property rental Corporate and unallocated Total
NEHE NERE NARKDE 8
2008 2007 2008 2007 2008 2007 2008 2007
ZEENE | ZTTLF |ZBENE | ZTTLE | ZBENE| ZTTHF |ZBENE| Z50HE
HK’000 HK'000 HK’000 HK’000 HK’000 HK’000 HK’000 HK’000
THn TR T#n Tir THn Tir THn Tix
Turnover BEE
External revenue EsguNE - - 10,849 12,254 - - 10,849 12,254
Results 5
Segment results EES - - 6,230 7,342 - - 6,230 7,342
Other income EkA - - - 8,772 383 2,583 383 11,355
Loss on disposal of HERENEER
investment properties - - - (32,035) - - - (32,035)
Fair value losses on REMEZ
investment properties ATEER - = 328)  (16,941) - = @28  (16,941)
Other expenses - G6M) (2009 (15200 (257 (14639 (12635 | (5540 (17.271)
Loss from operations REER (29,255) (47,550)
Share of profits of E{ R ]
jointly controlled entities ER 2kl 16,255 6,533 - - - - 16,255 6,533
Loss on disposal of 1 HF R
jointly controlled entities EEFE (603) - - - - - (603) -
(Loss on disposal of (LE—FNE
a subsidiary)/Gain REER)/
on disposal LENBAR
of subsidiaries &S - Q7% (8969) - - | ey 705
(Loss)/Profit before tax BH# A (B18) /5 H (22,572) 8,778
Income tax s (1,424) (1,117)
(Loss)/Profit for the year KERE (B8) /&7 (23,996) 7,661
Assets BE
Segment assets PEEE 184,646 170,110 280,672 249,146 514 2,242 465,832 421,498
Inves1tments in jointly REREBHES
controlled entities ZRE - 73,630 - - - - - 73,630
465,832 495,128
Liabilities af
Segment liabilities PEERE 1,543 218 5,172 9,196 7,036 8,387 13,751 17,801
Other information Hit &R
Capital expenditure EARE 36 32 - - - 4 36 36
Depreciation ik 12 - - - 1 16 11
Impairment of goodwil BERE 4,520 - - - - = 4,520 =
Impairment of prepayments WEREMERR
for acquisition of HERE
investment properties - - 13,546 - - - 13,546 -
Other receivables written off H{th R IAM 38 - - 540 - - - 540 -
T 7 I s P A B )

BT A
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9. OTHER OPERATING EXPENSES

10.

I1.

Other taxes

Penalty

Impairment of goodwill

Impairment of prepayments
for acquisition of
investment properties

Other receivables written off

Lt B TR

/o

g S

S

BB RE
WEREMEZ
BN RBERE

]l

B YRR TR 8

LOSS FOR THE YEAR ATTRIBUTABLE
TO EQUITY HOLDERS OF THE

COMPANY

The loss for the year attributable to equity holders of the
Company dealt with in the financial statements of the
Company was a loss of approximately HK$2,561,000 (2007:

HK$5,837,000).

INCOME TAX

Current tax

PRC Enterprise Income Tax

Deferred tax (note 26)

PRC Enterprise Income Tax

Current year
Effect of change
in effective tax rate

BIERRE IR
REBEMAFHR

EETIE (M 5E26)
R ESH
REFE
RS L)
-7

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008

9.

oAt 28 25 B 52
2008 2007
—EENE —EBELF
HK$’000 HK$’000
FHET FH T
1,523 2,156
— 1,959
4,520 —
13,546 —
540 —
20,129 4,115

10. ARAFIRERS T N EAL AR

I1.

i

AR RBMBRER 2 AR AR
BAEERFEEEELA2,561,00008
7T (ZZEZE L4 : 5,837,00087T) ©

Fir 45 i

2008
—sBNEF
HK$°000
FH

1,114

2007
—EBELF
HK$’'000
FAETT

1,117

110

200

310

1,424

1,117
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11. INCOME TAX (Continued)

No provision for Hong Kong Profits Tax has been made as
the Group did not generate any assessable profits arising in
Hong Kong for both years.

The new PRC enterprise income tax law passed by the Tenth
National People’s Congress on 16 March 2007 introduces
various changes which include the unification of the
enterprise income tax rate to 25% for domestic and foreign
enterprises. On 6 December 2007, the State Council of the
PRC issued implementation regulation of the new tax law.
The new tax law was effective from 1 January 2008.

Subsidiaries established in the PRC are subject to PRC
Enterprise Income Tax at 25% (2007: 33%) based on existing
legislation, interpretation and practices in respect thereof.

According to the new PRC enterprise income tax law and
the relevant PRC issued implementation regulation, with
effect from 1 January 2008, the Group is subject to PRC
withholding income tax of 10% on the gross rental income
(2007: 10% on the gross rental income after deducting 5%
business tax on the gross rental income).

The reconciliation between the income tax and the product
of (loss)/profit before tax multiplied by the applicable tax rates
is as follows:

BRBLAT (B18) s A

(Loss)/Profit before tax

Tax at the applicable rates in IR AR E B

the jurisdictions concerned MEFFEZBIIE
Tax effect of income BARBRAZ
that is not taxable M2
Tax effect of expenses A MFHFAZ 2
that are not deductible M2
Tax losses not recognised RIERZ IS B
Tax effect of temporary AERCERFEE
differences not recognised M2
Effect of change BB RS E)
in effective tax rate k-7
Income tax Frigai

11. B f3At )

HRASEREEMEFELEEE
BEEEFAERTEHN - WAERE
BHET R -

—EEHF-ATANBAFETEZE
ARREAREBRBZTEHERME
POAENZIRES - BREKBEA R
BORZEEMEHERGE —H25% °
RZZEZLF+-AKAE  hEBEK
Be B i A 2 BReARRl o FBUER
“EEN\F-H-BEEK-

RIBARBRITED - 2BREM - R
BRI < MY B R AR #N25% (—F
TLF : 33%) ZPBEEEMRBHR -

RIF B R EHA N B EM
ZHEBERAR A -TTNF—A
—BR%E  AEREARESWARRE
Z10% (ZZFTLF : WHS WAL
BRE% 2 EE TR 2 10% ) B
PEFRIIMEH

FRS BB BYAT (R518) i AU LA E
PR ERE HWENT -

2008 2007
—sENE —ETLE
HK$’000 HK$’000
FHBT SRen
(22,572) 8,778
(5,206) 4,641
(2,682) (12,082)
5,550 7,868
175 690
3,387 —
200 —
1,424 7

i 07 BB AT LA

BT A
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12, A4 (B R) Al

AEBZREE (BE) ek

12. (LOSS)/PROFIT FOR THE YEAR

The Group’s (loss)/profit for the year is stated after charging

72

the following: AT&IE :
2008 2007
—EENEF —ETLF
HK$’000 HK$'000
FERT FHET
Auditor’s remuneration ZE R &
— Audit — FE&f 700 950
— Others — HAh 170 380
870 1,330
Claims and surcharge BB REIR - 1,959
Depreciation e 16 11
Direct operating expenses EEHSWRAZIKREYZE
of investment properties LEEEERX
that generated rental income 4,240 2,957
Direct operating expenses TEABESKVAZ
of investment properties WEMEZEE
that did not generate EERE
rental income 379 1,955
Exchange loss b 5 &8 4,056 —
Operating lease rental T REF 2 EE
in respect of land MEHE
and buildings 2,594 2,360
Other receivables written off L fth 1 LR TE i 8 540 —
Staff costs including B TA
directors’ emoluments (BREEEMSE)
— Salaries and allowances — Fre KR 5,028 3,096
— Retirement benefit — RIKEAETE
scheme contributions K 118 48
5,146 3,144

NAM FONG INTERNATIONAL HOLDINGS LIMITED

ANNUAL REPORT 2008
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13. DIRECTORS’ AND EMPLOYEES’ 13. #F LIEE Z WM&
EMOLUMENTS
The emoluments of each director are as follows: ZEEM2OT
Year ended 31 December 2008 BE-ZZN\&F

tZA=+—BLEFEE

Retirement

benefit

Salaries and scheme
Name of director Fees allowances contributions Total

BRARER
ExnA we FeRER FEIER HEg
HK$’000 HK$’000 HK$’000 HK$°000
THER FTER FTER THER
Tong Shi Jun (L Sug] - 240 - 240
Zhao Lishen Y - 420 - 420
Chiu Kong i #ff - 280 12 292
Huang Ling "E - 240 - 240
Zhu Jun KE - 240 - 240
Chen Song Sheng PRIEE 50 - - 50
Yuen Wai Ho frigs 80 - - 80
Zhou Mei Zhen (Note (a)) BEY (M) - - - -
Chou Sing Hong (Note (b)) IR (FiI £ (b)) 8 - - 8
Total wmam 138 1,420 12 1,570

Year ended 31 December 2007 BE-ZZtH
+TZA=+—HLFE

Retirement

benefit

Salaries and scheme
Name of director Fees allowances contributions Total

BARER
HEERE ws HFERER B HE
HK$'000 HK$'000 HK$'000 HK$'000
FAT TAET FAET FAT
Tong Shi Jun ((Sus2 — 240 — 240
Zhao Lishen it VA== — 420 — 420
Chiu Kong iz - 260 12 272
Huang Ling "k - - - -
Zhu Jun RE - - - -
Chen Song Sheng (YL 50 - - 50
Zhou Mei Zhen EE3 - — — -
Wang Li Yun (Note (c)) FEE (7)) — — = B
Yuen Wai Ho (Note (d)) B/ & (B 3 (d)) 24 — — 24
Total = 74 920 12 1,006
Notes: (a)  Resigned on 1 November 2008 BizE: (@ RZEZNE+—A—B#FH
(b)  Appointed on 1 November 2008 o) » NE+—A—HEZE
(©)  Resigned on 14 September 2007 © RZEZEFNATHBGE
(d)  Appointed on 14 September 2007 o) RZEZLFAATEAEZE
T 7 I s P A B )
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13.

14.

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)

There was no arrangement under which a director waived
or agreed to waive any emoluments during the year.

The five highest paid individuals in the Group during the year
included 3 (2007: 3) directors whose emoluments are
reflected in the analysis presented above. The emoluments
of the remaining 2 (2007: 2) individuals are set out below:

13.

wREMEEZME @)

FRAYESEFHNELRBRES
B 2 2B -

ER AEEYAUESHFALTE
L (CBBLE : 3fi) BEE - B
2B BRI EAIFRFIR - Eihof
(CTTLE 2R BBFALZHE
mF

2008 2007

—EENE —EELF

HK$’000 HK$’000

FET FHE T

Salaries and allowances e KoERL 1,012 630
Retirement benefit RORAE FIET 2] 3N

scheme contributions 24 20

1,036 650

The emoluments fell within the following band:

Me SATAENALTZ ABIT :

Number of individuals

AE
2008 2007
—EENE —EBELF
Nil to HK$1,000,000 £ % 1,000,000 7T 2 2

During the year, no emoluments were paid by the Group to
any of the directors or the highest paid individuals as an
inducement to join or upon joining the Group or as
compensation for loss of office.

DIVIDENDS

The directors do not recommend the payment of any
dividend (2007: nil) in respect of the year.

14.

FR AEBVEAENESEIRS
FALNME - (ERIMAREERK
MAREBR 2 BE - HAERBERAS

f& -
Jit &L

EXZEBEAFENRBEEMARE (ZF
TLFHE)
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15. BASIC (LOSS)/EARNINGS PER SHARE 15. REAR (EH) BH

The calculation of basic (loss)/earnings per share is based FRER (E18) /B TIRAFEE
on the loss for the year of approximately HK$23,996,000 18#923,996,0008 T (ZZEZ+LF : F
(2007: profit for the year of approximately HK$7,661,000) &3& F1497,661,0007 7T) Br IAF AE
divided by the weighted average number of ordinary shares BTEBRZMETFTHEERD
of approximately 1,632,000,000 (2007: 1,384,592,000) in 1,632,000,0008% (Z BT+ 4 -
issue during the year. 1,384,592,0000%) 5+ & °

There were no dilutive potential shares during the years HE_ZZN\FER_ZEZT+tF+A
ended 31 December 2008 and 2007. Therefore, no diluted =+—RHLEFE BEAEEEH
(loss)/earnings per share have been presented. IR - B 251 E RS (B518)

S BF o

16. PROPERTY, PLANT AND EQUIPMENT 16. Y13 ~ W5 M aetts

Office
equipment,
furniture and Motor
fixtures vehicles Total
BGRREE AE ok
HK$'000 HK$’000 HK$'000
TET TET TET
Cost RE
At 1 January 2007 R-_TZ+E—H—H 316 2,663 2,979
Exchange differences EHAERR 1 - 1
Additions NE 36 - 36
Disposal of subsidiaries HENB DA (14) - (14)
At 31 December 2007 ﬁhq z t¢+ A=+—H
and 1 January 2008 2\ —A—H 339 2,663 3,002
Exchange differences EPL%%E 2 - 2
Additions NE 36 - 36
At 31 December 2008 RZZEENF+-_A=+—H 377 2,663 3,040
Accumulated depreciation R E
At 1 January 2007 “TTt5—A—H 298 2,663 2,961
Exchange differences [R%%ﬁﬁ 1 - 1
Charge for the year KEEHE 11 - 11
Disposal of subsidiaries HERB D (12) = (12)
At 31 December 2007 i t$+ A=+—H
and 1 January 2008 T \&—H—-H 298 2,663 2,961
Charge for the year 71<¢Wﬁ% 16 - 16
At 31 December 2008 —ZZ\E+_A=+—H 314 2,663 2,977
Carrying amount REE
At 31 December 2008 R=ZZENF+=ZA=t-H 63 - 63
At 31 December 2007 “ET+E+-_A=+—H 41 - 41

T 7 [ B JB AT PR ]
ZER)\FER
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17. INVESTMENT PROPERTIES

At 1 January n—H—H
Acquisition of subsidiaries W EER B A A
Additions NE

Disposal e

Disposal of a subsidiary

HE—FME AR

(note 28) (Mf5E28)
Fair value losses NFEEEE
At 31 December R+-—A=+—8H

(A)

At 31 December 2008, all the Group’s investment
properties, situated in Guangzhou, the PRC, are held
under medium-term leases.

All of the Group’s investment properties held under
operating lease for rental purposes are measured using
the fair value model. The fair value of the Group’s
investment properties at 31 December 2008 was based
on the open market value basis, by reference to market
evidence of recent transactions for similar properties,
by Greater China Appraisal Limited. Greater China
Appraisal Limited is an independent qualified
professional valuer not connected with the Group with
substantial experience in valuation of properties.

The Group’s investment properties with total carrying
amount of approximately HK$136,300,000 (2007:
HK$102,563,000) were acquired through the
acquisition of 100% equity interests in Graceful Link in
2007. Pursuant to certain properties presale
agreements duly registered and notarised at the
Properties Exchange of the Guangzhou City, these
properties were acquired by Graceful Link. Graceful
Link is in the process of applying for the title documents
of these properties. Based on the legal opinion
obtained, the directors are of the opinion that Graceful
Link is the beneficial owner of these properties and
should be able to obtain the title documents pending
all necessary approvals from the relevant PRC
authorities.
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17. B &Y%

2008 2007
—Z2ZENE —EBELF
HK$’000 HK$’000
FHT FET
181,622 198,000
- 102,563
32,633 —
15 (102,000)
(77,627) —
(328) (16,941)
136,300 181,622
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EFEERARNSER/LUMEZ
MHIR ZHIEERARTISE
BEREEETF - EETEARQA
R—REREEEBEZLBH IS
BIREXEFEED - RYEFETT
mAEAEERLR -

7N £ [H AR TH 48 {8 49136,300,000
B (ZEZTEF 102,563,000
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17. -EYE )

R-ZENF+-A=+—H &%
RIS 0 RA2 KK

17. INVESTMENT PROPERTIES (Continued)

At 31 December 2008, the Group’s total future minimum
lease payments under non-cancellable operating leases are

receivable as follows: EREMREBNOT
2008 2007
—EENF —EBELF
HK$’000 HK$’'000
FET FETT
Within one year —F A 8,163 6,494

In the second to F_EFRF

fifth years inclusive (BREERRF) 1,021 22,924
After five years AFEUE - 4,469
9,184 33,887

The operating leases at 31 December 2007 were released
upon the completion of the disposal of the Company’s
subsidiary, Nam Fong Liwan Plaza Limited (“NF Liwan”) on

RIETZLF+-_A=1T—HZ&%E
HOBE-_ZTN\F+A=1T—H=

D k=P /NI N

AT 5 RS

31 October 2008 (note 28). BRAR ([FBAZEE]) EER (HE
28) °
18. PROPERTIES UNDER DEVELOPMENT 18. FERP Y E
2008 2007
—EEN\F ZETLF
HK$’000 HK$'000
FHET FHE T
At 1 January n—H—H 7,696 242,000
Exchange differences =58 2,967 8,462
Transfer from deposit for B Uk i -t (5 A A
acquisition of land use rights IR ERE 10,684 —
Transfer from removal BfFBLEME
and relocation costs & e 21,000 =
Additions NE 33,032 28,086
Disposal of subsidiaries vk = N E=R/NE] - (270,852)
At 31 December R+—RA=+—8H 75,379 7,696
7 B M A B A ] 77
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18. PROPERTIES UNDER DEVELOPMENT
(Continued)

A)

Included above is an amount of approximately
HK$7,936,000 (2007: HK$7,479,000) representing
lease payment for land use rights of a piece of land at
Water Product Market of Zhongmiao Town, Chaohu
City, Anhui Province, the PRC together with the
buildings constructed thereon (“Chaohu Land Site A”).
The Group is in the process of applying for the land
use right certificate subject to the approval from the
PRC Government. Based on the legal opinion obtained,
the directors are of the opinion that the Group will be
able to obtain the land use right certificate of Chaohu
Land Site A.

Included above is an amount of approximately
HK$27,267,000 (2007: nil) representing lease payment
for land use rights of a piece of land at the east of
Zhongmiao Jizhen Jianchengqu and northwest of
Zhongmiao New Fishing Port in Juchao District,
Zhongmaio Town, Chaohu City, Anhui Province, the
PRC held under lease terms expiring on 31 January
2078 for the residential part and 31 January 2048 for
the tourism part (“Chaohu Land Site B”). The land use
right certificate in relation to Chaohu Land Site B was
obtained by the Group in April 2009.
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19. GOODWILL 19. B&
HK$’'000
TFAT
Cost %
At 1 January 2007 RZEE+F—H—H —
Acquisition of a subsidiary Wi — KT E A R 4,520
At 31 December 2007 JIA

and 31 December 2008 * ;A;f/i/\¢+:ﬂ =t+—H 4,520

Accumulated impairment losses RETREER

At 1 January 2007 RZEZE+F—H—H

and 1 January 2008 F—ZFEENF—H—H —
Impairment loss recognised BRI EEE 4,520
At 31 December 2008 R_ZEENF+_A=+—H 4,520

Carrying amount REE

At 31 December 2008 R-ZBEENF+=-A=+—H -

At 31 December 2007 R-_EZELF+-_HA=+—H 4,520

Goodwill arising on acquisition of Boshing Investments Limited
(“Boshing Investments”) was allocated to the property
development and sales cash-generating unit — Boshing, one
of the business segments of the Group, for impairment testing.
Due to changes in market condition, the Group has revised its
cash flow projections for this cash-generating unit. The
recoverable amount of this cash-generating unit was
determined based on value in use calculation using cash flow
projections of the most recent financial budgets approved by
the management for the next five years. The discount rate
applied to the cash flow projections is 18%. The key
assumptions for the value in use calculation are those regarding
the discount rate, growth rate, budgeted turnover and gross
margin. The management estimated discount rate using pre-
tax rate that reflected current market assessment of the time
value of money and the risks specific to this cash-generating
unit. Growth rate, budgeted turnover and gross margin were
based on expectations on market development. The goodwill
allocated to this cash-generating unit has therefore been
reduced to its recoverable amount through recognition of a full
impairment of approximately HK$4,520,000 during the year
(2007: nil).

WHEBAREGRAR (EFKRE])
EAZBENSETHRER AL
’%iﬁﬁﬁh—:i%{ﬁf?ﬁf%(zﬁ‘i%ﬁ“
Bz ) EREAR - ARTRE
REBEEBIZREELE uzﬁi
METEA - ZBRESEEEMN 2 ARG

TRIOBBREMEEFEREEER
Fr%tt&z%)(ﬂii@ﬁ“]ﬁ S ZB/E
ERAETE - REenEBFAMKAZ
FrRKRB18% - EMEBEFEZETE
BRAEATRE  ERK  FAEL
RBELREMNRZBER - BERETIEH

RRERHSHZRCELEMER
Z B E{E R E R 2 & (4 BR TR
REBEFHRE - FRE - MELEEA
&%%'J%E*ﬁ?ﬁ%ﬂﬁ%?‘%Zﬁ Pl
E e At nEETRIRSELENZ
BEDNEBERRNFEZEBRELD
4,520,000/ 7T (ZZT L5 : #) 1 R
ZHAEIEHE -
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20. INVESTMENTS IN JOINTLY 20. AICF R EHEZBE

CONTROLLED ENTITIES/AMOUNT
DUE FROM A JOINTLY CONTROLLED
ENTITY

Unlisted investments FELETIRE
Share of net assets IR EEFE

Amount due from JE Ll — S £ /=) 422 4|
a jointly controlled entity BREIE

On 5 March 2008, the Group entered into a conditional sale
and purchase agreement to dispose of its remaining 50%
equity interests in Trisum Investment Limited (“Trisum”), a
company incorporated in Hong Kong, and the debts due by
Trisum to the Group of approximately HK$125,815,000
(which are unsecured, interest-free and have no fixed terms
of repayment) at a total consideration of approximately
RMB257,432,000. Trisum together with its wholly owned
subsidiary, Guangzhou Jiannan House Property
Development Company Limited, a company incorporated
in the PRC, are principally engaged in property development.
The disposal was completed in September 2008. The
resulting loss on disposal of approximately HK$603,000
(represents the difference between the proceeds of the sale
and the Group’s share of net assets and accumulated
exchange fluctuation reserve relating to the jointly controlled
entities, unsettled land premium together with the related
compensation and expenses incurred in connection with the
disposal) was recognised in the consolidated income
statement.

B Wi — ] 3 ] 22 ) B LK
JH

2008 2007
—EENF “TTLF
HK$’000 HK$’000
FHR T

= 73,630

= 125,815

R-ZEZENF=AAHB  AEBFL
BRGEERZ  HEHRNERKRE
BRAR (2R —HAREBEMAK
N2 A A)) BRT50% 2 B A K R R
AL E 2 EIEFI125,815,0008 7T
(BEER R REETERS) -
BRELH B AREE257,432,0007T &
FREENBARBMNERRES
BRAERAG (—ERPBEEMAZ 2 A
) EEREYHERE - ZHEERZ
TZENFENATK - BEFMEEZE
B #1603,000/8 L E R ER A Bk 8
R ZEEBBEALEMSNIBEAS
EEGZAREHEE s EEFER
HERFINERBRE B =58
BHBRARETHEES AR EERR
EAZHBBERRSE -

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008




NOTES TO THE FINANCIAL STATEMENTS
A 7 At A B ik

For the year ended 31 December 2008 #ZE_—_ZTZNF+_A=+—HILFE

20. INVESTMENTS IN JOINTLY

21.

CONTROLLED ENTITIES/AMOUNT
DUE FROM A JOINTLY CONTROLLED
ENTITY (continued)

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

Current assets mENEE
Non-current assets EMEBEE
Current liabilities mENEE
Income WA
Expenses g

PREPAYMENTS FOR ACQUISITION OF
INVESTMENT PROPERTIES

On 11 March 2008, the Group entered into two sale and
purchase agreements to acquire certain investment
properties located in Meizhou City, Guangdong Province,
the PRC (the “Meizhou Properties”), under medium-term
leases, at a total consideration of approximately
HK$69,056,000 with a view to generating stable rental
income. During the year, the consideration together with
incidental costs of approximately HK$69,118,000 was fully
paid. However, these properties were not handed over to
the Group and the title documents of these properties were
not obtained by the Group at the balance sheet date.

Subsequent to the balance sheet date, the Meizhou
Properties were handed over to the Group and certain title
documents of the Meizhou Properties were obtained by the
Group. The prepayments, including the consideration and
the relevant incidental costs, are included in the property
rental segment disclosed in note 8 to the financial
statements.

20. AL E R HEZ 7,

21.

JRE e — P 3 ] 42 o] B K
JH ()

AEBEREERAFZEGIERZEE
BE WARXHZMBERBTET
RAERRIRIOT

2008 2007
—ZENF —TTLF
HK$’000 HK$°000
FET FHET

N/A RiE A 1,007
N/A RiE A 152,028
N/A ~EHA 79,405
17,044 6,651

789 118

W S 32 0 S LA RO

R_ZEENFE=ZA+—H  KEEF]
UM BEERE  WEMLRPEER
EMmzETIREWE ([1EMNY
%)) - B E4AE69,056,000/ T -
WiEHHBAOBEUSKEE S
WA o FA - REZERMEKERL
69,118,000/ T E 2 & f1)E - A -
REEBZEMERNRRMNTFAE
CIMAEE RIS ZEME L
RES M -

REEBEK - BNYEE RN TAE
C MAEBE D EBGEMNYERZE
TEREX - ANFIE (BRAERE
BAPN " CAS) That AT 15 $R R PSR 8P
BECMEREDRE -
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21.

22.

PREPAYMENTS FOR ACQUISITION OF
INVESTMENT PROPERTIES (Continued)

Following the financial crisis in late 2008, the directors
assessed the recoverable amount of the prepayments for
acquisition of investment properties and determined that the
prepayments were impaired by approximately
HK$13,546,000 (2007: nil). The recoverable amount of the
prepayments was assessed by reference to the
prepayments’ fair value less costs to sell. The prepayments’
fair value was based on the open market value of the
contracted properties at 31 December 2008 provided by
Greater China Appraisal Limited.

ACCOUNTS RECEIVABLE

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

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

=EA KA
=R EA

Within 3 months
4 to 6 months

The above accounts receivable are past due at the balance
sheet date for which the Group has not provided for
impairment loss since the balances were either fully settled
subsequent to the balance sheet date or sufficient rental
deposits were held as collateral over the balances. The Group
holds a rental deposit as collateral from each tenant.
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22.
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LI

2008 2007
—ETNF “TTLF
HK$°000 HK$’000
FHR Fx
2,043 540

862 540

2,905 1,080
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23. CONSIDERATION RECEIVABLES

(A)

Included in the consideration receivables is an amount
of approximately HK$109,041,000 due from Hopeson
Holdings Limited (“Hopeson”), a wholly-owned
subsidiary of Hopson Development Holdings Limited,
the issued shares of which are listed on the Main Board
of the Stock Exchange, representing the outstanding
consideration receivable on the disposal of the Group’s
jointly controlled entities. Details of which are set out
in note 20 to the financial statements.

This consideration receivable is past due by four
months up to 31 December 2008 whereas the Group
has not provided for impairment loss as the parent
company of Hopeson has good credit rating in the
industry and the amount is still considered recoverable.
The Group does not hold any collateral over this
balance. Subsequent to the balance sheet date,
approximately 62% of the amount due is recovered.

Included in the consideration receivable is an amount
of approximately HK$42,000,000 due from Wang Guan
Hua derived from the disposal of the Group’s subsidiary,
NF Liwan. Details of which are set out in note 28 to the
financial statements.

This consideration receivable is past due by two months
up to 31 December 2008, however, the Group has not
provided for impairment loss as there has not been a
significant change in credit quality and the amount is
still considered recoverable. This consideration
receivable is secured by all issued shares of NF Liwan.
In addition, original title documents of certain properties
of NF Liwan are in the Group’s custody.

23. HEWARME 3k

(A)

ERRERBEREKSEESES
BRAR([&E])FXELY
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24.

25.

DEPOSIT FOR RENOVATION,
ELECTRICAL AND MECHANICAL
SYSTEMS

On 29 December 2008, the Group entered into a
memorandum for renovation, electrical and mechanical
systems for the Meizhou Properties at a contract sum of

24.

E TR CYNE ) EE Y

&

RZZBEZENF+_HA=+1B " &&
BN mEZBNIEREE RS
FIVYERE AN EEYN A

approximately HK$59,013,000 subject to final agreement 59,013,000/ 7T + MEAERFZEK AL
to be concluded. At 31 December 2008, approximately BAEEE N_ETNF+=_AZ=

HK$41,3083,000, equivalent to 70% of the contract sum, was
paid. As the commencement of the contract work was
postponed, the deposit was substantially refunded to the
Group subsequent to the balance sheet date.

BANK AND CASH BALANCES

At 31 December 2008, the bank and cash balances of the
Group denominated in RMB amounted to approximately
HK$92,000 (2007: HK$354,000). Conversion of RMB into
foreign currencies is subject to the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations.

25.

+—8 - N&EEE X 4941,303,000
BT (FEEREHSEZ70%) ° AR
AHMIIRESHESH T - KIEHIREDOR
HERARBER TAEHE -

RAT I Bl & & i

RZZBZENF+ZA=+—H K&
BUARBZI 2 RITRBSEHO
£92,000/8 7T (ZZZ 4 : 354,000
BIT) o ARBHIBINEHBEFE 2
COMNEE R IEHI) R (GEE - E0E R E
EIRHE) ©

26. DEFERRED TAX LIABILITIES 26. W A IEH £ AR
The following are the major deferred tax liabilities recognised RAFERBEFE  NEBFMER

by the Group, and the movements thereon, during the current
and prior years.

ZEBELEHBREREZESHNAT -

2008 2007
—EENEF —ZEELF
HK$’000 HK$’000
FHET T T
Revaluation of KEMESH
investment properties
At 1 January n—H—H (3,791) —
Acquisition of a subsidiary U B — I By 8 A ) - (3,791)
Charge to the consolidated ~ AFE 4R & B m ik Mk
income statement
for the year (110) —
Effect of change B EEE s &
in effective tax rate (200) —
At 31 December R+=—A=+—H (4,101) (3,791)
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26. DEFERRED TAX LIABILITIES (Continued)

According to the new PRC enterprise income tax law and
the relevant PRC issued implementation regulation, with
effect from 1 January 2008, the Group is subject to PRC
withholding income tax of 10% on the gross rental income
(2007: 10% on the gross rental income after deducting 5%
business tax on the gross rental income). The deferred tax
balance has been adjusted accordingly to reflect the change
of effective tax rates from 9.5% to 10% that are expected to
apply to the respective periods when the liability is settled.

At 31 December 2008, the Group has unused tax losses of
approximately HK$1,355,000 (2007: HK$3,563,000)
available for offset against future profits. No deferred tax
asset has been recognised in respect of such losses due to
the unpredictability of future profit streams. Included in the
above unused tax losses of approximately HK$1,355,000
(2007: HK$588,000) will expire after five years from the year
of assessment they relate to.

At 31 December 2008, the Group also has deductible
temporary differences of approximately HK$13,668,000
(2007: nil). No deferred tax asset has been recognised in
relation to the such deductible temporary differences as it is
not probable that taxable profit will be available against which
the deductible temporary differences can be utilised.

26. WAEFIE A E )

BB B EMERERPEBEM
ZHHBERME c A —TTN\F—A
— AR AEEARBESKARE
210% (ZTZ+F : RHSWABE
MBR6% 2 & EF & 10%TE) BaFR
BFEHMET - X"EEEAEFARE
ERIEAS  URMBEHEANEESE
BEZEBBE 2 BB EH.5%H
BE10% 2 S8 -
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27. SHARE CAPITAL 27. A
Number of shares Share capital
& 2 [N
2008 2007 2008 2007
ZEENE | —EELF | ZEBENFE | —_TZLHF
‘000 ‘000 HK$’000 HK$’'000
T’ TR FHET FATT
Authorised: EERA
Ordinary shares of FREEC. 108 T
HK$0.10 each 2 Empk 2,000,000 2,000,000 200,000 200,000
Issued and fully paid: BEZHTRHBEKRA :
Ordinary shares of HFHREE0.10/8 T
HK$0.10 each ZEE
At 1 January R—HA—H 1,632,000 1,360,000 163,200 136,000
Issue of shares fx =817 - 272,000 - 27,200
At 31 December Rt+—A=+—H 1,632,000 1,632,000 163,200 163,200
CAPITAL MANAGEMENT AR

28.

The Group actively and regularly reviews and manages its

capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group, prevailing, projected
profitability and projected operating cash flows. The directors
regard total equity as capital, for capital management

purposes.

DISPOSAL OF A SUBSIDIARY

On 31 October 2008, the Group disposed of its entire equity
interests in NF Liwan (2007: the Group disposed of its entire
equity interests in Nam Fong Guangzhou Plaza Limited and
50% equity interests in Trisum).
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28. DISPOSAL OF A SUBSIDIARY (Continued)

Net (liabilities)/assets
disposed of:

Property, plant and equipment
Investment properties
Properties under development
Prepayments for
construction contract
Prepayments, deposits and
other receivables
Bank and cash balances
Assets of a disposal group
classified as held for sale
Accounts payable
Accruals and other payables
Amounts due to the Group
Current tax liabilities
Liabilities associated with assets
of a disposal group
classified as held for sale

Net (liabilities)/assets
disposed of

Release of exchange
fluctuation reserve

Assignment of debts
Direct costs of disposal
(Loss on disposal of

a subsidiary)/Gain

on disposal of subsidiaries

Satisfied by:
Cash consideration
Transfer to investments
in jointly controlled entities

Net cash inflow
arising on disposal:

Cash consideration
received net of direct costs
Deposit received
in the prior year
Settlement of land premium
and compensation
(borne by the Group upon
the disposal of the jointly
controlled entities) by
the purchaser
Settlement of accounts
payable by the purchaser
Bank and cash balances
disposed of

HeE (BfE) BEFE

E NS
BEY=
TRTPYE
BESHENFR

BAHOE - 2R
Ko YRR
RTRB L5
5 R A IEH & 2
LEaA AR

fﬁgﬁﬁ&ﬁ?ﬂfﬁ
JE A AR & 18 5%
ED,HH%)EEIE%%
JIRFEHELRE ZHE
HeEEZHBARRE

& (R ), AR FE
SN BRI

i

/

B E
EZEEMA

(HE—FHHBRARERE)
H & B A Rl MR

EE

PANIVES S
HBe B
BRENARZHER
ZRE
HEEEZRERAFE
BERREREREZERA
BEFEEBRZAT
BN EREE

(R & R 2 31
ERRHAKEARE)

B BEENERR
HERITRESH

28. & —H )& AR @

2008 2007
—EEN\E —TTLF
HK$°000 HK$'000
FET FET
= 2
77,627 =
= 270,852

- 9,924

2,951 1,962

15 83

= 184,012
= (28,486)
(10,316) (2,931)
(112,740) (210,415)
(1,658) (316)
- (95,344)
(44,121) 129,343
= (1,499)
(44,121) 127,844
112,740 84,600
350 415
(8,969) 49,795
60,000 262,654
60,000 200,017
= 62,637
60,000 262,654
17,650 199,602
- (20,000)
(16,667) =)
— (5,550)
(15) (98)

968 173,959
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For the year ended 31 December 2008 #HZE—ZEZNF+-_A=+—HBILFE

29. MAJOR NON-CASH TRANSACTIONS

30.

(A)

During the year, deposit paid for acquisition of land
use rights of approximately HK$10,684,000 and
prepaid removal and relocation costs of approximately
HK$21,000,000 in previous year were capitalised to
properties under development.

During the year, payment of accruals and other
payables of approximately HK$7,194,000 was satisfied
by part of the sales proceeds from disposal of the jointly
controlled entities.

Included in additions of investment properties and
prepayments for acquisition of investment properties
are accrued PRC deed tax of approximately
HK$769,000 and HK$2,072,000 respectively.

LEASE COMMITMENTS

At 31 December 2008, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

Within one year —F RN
In the second to F_EFERF
fifth years inclusive (BIEEERST)

Operating lease payments represent rentals payable by the
Group for certain of its offices.

NAM FONG INTERNATIONAL HOLDINGS LIMITED
ANNUAL REPORT 2008

29.

30.

FEIEB &R

A FA - EFERMIANHRE LT
ffF FAEIE £ 4910,684,000/%8 7T M
FRERZXERMEEBEABEMNRLD
21,000,000/ JTLE B A BE R 1)
=

B) FR - #AH7,194,000/% 7T e+
BAREMEMNFIBET AL E &
RIEH B 2 3 n HEFTEHKIE
BE -

©) Tﬁﬁ%%%%&%%?ﬁﬁ%mv

HRIAD B B &R BERB A
769,000,%75&2,072,000/%71 °

R AR

RZZBEZENE+A=+—8 " RE
PR EHEY - BRENZRKE

AOFBRBOT -
2008 2007

—EENF —TT e
HK$’000 HK$’'000

FHT FHT

854 2,596

al 854

854 3,450
REHAORBBEAEEREE THA

ERMNZEE -
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OTHER COMMITMENTS

On 1 March 2008, the Group entered into a property
management service arrangement. The future minimum
property management payments committed by the Group
in respect of the arrangement are as follows:

Within one year —F AR
In the second to F_EFRF
fifth years inclusive (BREERERF)

RELATED PARTY TRANSACTIONS

In addition to those related party transactions and balances
disclosed elsewhere in the financial statements, the Group
had the following transactions and balances with its related
parties:

(A) KEY MANAGEMENT PERSONNEL
COMPENSATION

The key management personnel of the Group
comprises all directors, details of their emoluments
were disclosed in note 13 to the financial statements.

(B) BALANCES WITH RELATED PARTIES
Included in accruals and other payables are amounts
in total of approximately HK$254,000 (2007:
HK$150,000) representing accrued directors’
emoluments due to the Company’s directors. The
accrued directors’ emoluments are unsecured, interest-
free and are settled in cash.

31. H At AR YE

R-ZBENF=A—H  A&EEFIL
—HMEREERB LI - NEBEFZ
AL BT AE 2 ARREYEEER

32.

HEAE ¢

2008 2007
—E2EN\F —ET
HK$°000 HK$'000
TR TAET
3,650 _
608 _
4,258 _

BN 122 5

RN R B B 0 PR BB 2 B i
AER G RGN - REBEERERRE
ALTFENIR G KRR

(A) EEEHA B3

(B)

AEEFZERABBEMEE
= ARREFMFERMB
HRAMI 1K -

U RGN

JEETEBRREMENFIERE &
#41254,0008 L (ZEZE L F -
150,000/ 7T) 2 B8 AN T A
NAIBEFZRAESHM o BT
EETMAREKR £ S RUR
XAt e

I BB A 4
BT A
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33. FEME A

R-ZZEZENF+—A=+—HFEHK
BARZEFBET

33. PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries at 31 December 2008
are as follows:

Place of

incorporation or Percentage of

registration/ Issued and ownership interest/
Name of subsidiary operations paid up capital voting power Principal activities
EMA L iRt 1 $:4
MEARER it/ g BERTRBRRE REEEDL IEXH
Direct Indirect
ER &
Nam Fong International Group Limited British Virgin Islands/ Ordinary US$10,000 100% - Investment holding
HHEBEEERAR Hong Kong LA 10,000% T REER
EBRRMS/FE
Boshing Investments Limited British Virgin Islands/ Ordinary US$1,000 = 100% Investment holding
ERREERAH Hong Kong EER1,0005T and property
RBRLBS/ AR development
REBRRDEFER
Chaohu Boshing Tourism PRC US$1,410,500 - 100% Development of hotels
Development Co., Ltd. * * H 1,410,500% 7T and associated
$HEAREREERAT properties
BREBEREANE
Meizhou City Hoi Du PRC Nil @ — 100% Property investment
Enterprises Limited ¥ * G Z ESE
NS EEERAT"
Graceful Link Limited Hong Kong Ordinary HK$2 - 100% Property investment
MEFRA & LaRoBT mERE
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Place of
incorporation or

Percentage of

33. REME A A @)

registration/ Issued and ownership interest/
Name of subsidiary operations paid up capital voting power Principal activities
Bl Fieggs/
MEARERE /RN BRTRARRE REEBIL TEEHR
Direct Indirect
E# A%
Polyhero International Limited Hong Kong Ordinary HK$10,000 = 100% Tenancy agreement
EREABRERAA 0 E38M%10,000% T signing agent
BERRRNRR
Stand-up Investments Limited Hong Kong Ordinary HK$10,000 - 100% Holding of
BEREERAR &k L&A 10,0008 T motor vehicles
BEAE
#

PRC law.

For identification purposes only.

Registered as a wholly-owned foreign enterprise under the

#  REBEREDEREMALZ NS

BRA] e

o {EHER

AN B B AR P BB R AL
R ERETERE T —TF
“A=+AAB-

© The Group was granted by the relevant PRC authority an @
extension of time allowed for capital injection up to 25
February 2010.

FHRNXBREIBEZEAKER
B BEXBBZMBERARZF
15 EERR REHEMBHEAR
HEEEHERBNITE °

The above list contains the particulars of subsidiaries which
principally affected the results, assets or liabilities of the
Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive

length.
34. APPROVAL OF THE FINANCIAL 34, B R Z bk
STATEMENTS

HERRENR_ZZENFEA T
BHRESSHERRENZ -

The financial statements were approved and authorised for
issue by the Board of Directors on 11 May 2009.

I BB A 4
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FIVE-YEAR FINANCIAL SUMMARY
A B R

TREAAEERBEREFE2XE - &
ENEE:

The summary of the results, assets and liabilities of the Group for
the last five years is as follows:

Year ended 31 December

BET-RA=+t-HLFE

2008 2007 2006 2005 2004
ZEENE | ZET+F —ZTEREFE —TERF —TITEF
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000
THART FHEL AL TEL TAEL
RESULTS £
Turnover EEm 10,849 12,254 23,406 45,551 19,064
(Loss)/Profit before tax ~ BrEAT (B518) /@ FI (22,572) 8,778 66,664 (164,923) (54,892)
Income tax BT (1,424) (1,117) (6,596) 493,450 22,934
(Loss)/Profit for the year ARNFE (&18) /1% Fl (23,996) 7,661 60,068 328,527 (31,958)
As at 31 December
R+=B=+-8

2008 2007 2006 2005 2004
“EEN\F | Z2T+F ZTITRF CZTTRE Z—TTQHEF
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000
THER FAET AT FEL TET

ASSETS AND LIABILITIES BER & &
Total assets BERE 465,832 495,128 645,653 823,745 1,162,408
Total liabilities afEeE (13,751) (17,801) (213,556) (495,387)  (1,208,879)
Net assets/(liabilities) BE/ (B FE 452,081 477,327 432,097 328,358 (46,471)
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