APPENDIX IB ACCOUNTANTS’ REPORT OF HAIXI GROUP

The following is the text of a report, prepared for the purpose of inclusion in this prospectus,
received from the reporting accountants, Ernst & Young, Certified Public Accountants, Hong Kong. This
report is prepared in accordance with Rule 4.05A of the Listing Rules in relation to the pre-acquisition
financial information of Haixi Investment (or otherwise referred to as SCE Fortune Plaza in this
prospectus) and its subsidiaries (the “Haixi Group”) for each of the three years ended December 31,
2006, 2007 and 2008 and the nine months ended September 30, 2009. Completion of the acquisition of
the Haixi Group took place on September 22, 2009. As Haixi Investment only prepares management
accounts on a monthly basis, hence there are no management accounts as of September 22, 2009
readily available. In addition, the Haixi Group did not carry out any substantive operations during the nine
months ended September 30, 2009, and, in particular, there were no material transactions conducted by
the Haixi Group between the date of our acquisition and September 30, 2009. Our Directors are therefore
of the opinion that the impact (if any) to have the report drawn up to September 30, 2009, instead of the
date of acquisition, both in terms of net assets value and loss for the period, would be immaterial.

£l ERNST & YOUNG 18th Floor

Two International Finance Centre
? i 8 Finance Street

Central

Hong Kong

25 January 2010

The Directors
China SCE Property Holdings Limited
Deutsche Bank AG, Hong Kong Branch

Dear Sirs,

We set out below our report on the financial information (the “Financial Information”) of Fujian
Straits West-Coast Investment Co., Ltd. (8 2 7 6k 75 /7 43 & 95 e A7 B\ 71%) (“Haixi Investment”) and its
subsidiary (collectively the “Haixi Group”) for each of the three years ended 31 December 2006, 2007
and 2008 and the nine months ended 30 September 2009 (collectively the “Track Record Periods”) and
comparative financial information (the “Comparative Financial Information”) of the Haixi Group for the
nine months ended 30 September 2008, for inclusion in the prospectus of China SCE Property Holdings
Limited (the “Company”) dated 25 January 2010 (the “Prospectus”) in connection with the listing of the
shares of the Company on the Main Board of The Stock Exchange of Hong Kong Limited.

Haixi Investment was established as a limited liability company in the People’s Republic of China
(the “PRC” or “Mainland China”) on 22 August 2005. The Haixi Group is principally engaged in property
development and the operation and management of sports and recreation facilities in Quanzhou, the
PRC.
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Particulars of the subsidiary of Haixi Investment as at the date of this report are set out below:

Percentage of
equity directly

Place and date of attributable to

establishment and  Nominal value of Haixi
Company name operations paid-up capital Investment Principal activities
SR T I 0B B LA PR ] O) The PRC  RMB300,000,000 100% Operation and
Quanzhou Straits Sports Center 12 January 2006 management of
Co., Ltd. (“Quanzhou Sports sports and
Center”) recreation

facilities

# The English name of these companies represent the best effort made by management of Haixi Investment to directly

translate their Chinese name as Haixi Investment and Quanzhou Sports Center do not register any official English name.
* Registered as a limited liability company under PRC law.

M No statutory financial statements have been prepared for Quanzhou Sports Center for the period from 12 January 2006 to
31 December 2006. The statutory financial statements of Quanzhou Sports Center for each of the two years ended 31
December 2008 were audited by Quanzhou Hongcheng Accountants Office Co., Ltd. (& JH itk & 51 Fiff =55 1 4 BR /A 7) and
Xiamen Dashan Certified Public Accountants Co., Ltd. (/£ ["% 11151l 84 /A H]), respectively, all of which are
registered in the PRC.

Haixi Investment and Quanzhou Sports Center have adopted 31 December as their financial year
end date. The statutory financial statements of Haixi Investment and Quanzhou Sports Center were
prepared in accordance with the accounting principles and financial regulations applicable to PRC
enterprises and all of which were not audited by us. The statutory financial statements of Haixi
Investment for each of the three years ended 31 December 2008 were audited by Quanzhou ZhiCheng
Certified Public Accountants Co., Ltd. (& M & s & Rl 85 BT A FRA 7, formerly known as & @5 & st
i =5 155 BT A BRZA 71), which is registered in the PRC.

For the purpose of this report, the directors of Haixi Investment have prepared the consolidated
financial statements (the “Underlying Financial Statements”) of Haixi Investment for the Track Record
Periods and the nine months ended 30 September 2008 in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”).

The directors of Haixi Investment are responsible for the preparation and the true and fair
presentation of the Underlying Financial Statements, the Financial Information and the Comparative
Financial Information in accordance with HKFRSs issued by the HKICPA.

In preparing the Financial Information and the Comparative Financial Information, it is fundamental
that appropriate accounting policies are selected and applied consistently, and that judgements and
estimates made are prudent and reasonable. It is our responsibility to form an independent opinion and
a review conclusion, based on our audit and review, on the Financial Information and the Comparative
Financial Information, respectively, and to report our opinion and review conclusion thereon to you.
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Procedures performed in respect of the Financial Information

The Financial Information has been prepared based on the Underlying Financial Statements. For
the purpose of this report, we have carried out an independent audit on the Financial Information in
accordance with Hong Kong Standards on Auditing issued by the HKICPA, and such additional
procedures we considered necessary in accordance with Auditing Guideline 3.340 “Prospectuses and
the Reporting Accountant” issued by the HKICPA. No adjustments were considered necessary to adjust
the Underlying Financial Statements of the Haixi Group for the Track Record Periods to conform to the
Financial Information.

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

Procedures performed in respect of the Comparative Financial Information

For the purpose of this report, we have also performed a review of the Comparative Financial
Information in accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by the HKICPA. A
review consists principally of making enquiries of management and applying analytical procedures to the
financial information and, based thereon, assessing whether the accounting policies and presentation
have been consistently applied unless otherwise disclosed. A review excludes audit procedures such as
tests of controls and verification of assets and liabilities and transactions. It is substantially less in scope
than an audit and therefore provides a lower level of assurance than an audit. Accordingly, we do not
express an opinion on the Comparative Financial Information.

Opinion in respect of the Financial Information

In our opinion, for the purpose of this report, the Financial Information gives a true and fair view of
the state of affairs of the Haixi Group and Haixi Investment as at 31 December 2006, 2007 and 2008 and
30 September 2009 and of the consolidated results and cash flows of the Haixi Group for each of the
Track Record Periods.

Review conclusion in respect of the Comparative Financial Information

Based on our review which does not constitute an audit, for the purpose of this report, nothing has
come to our attention that causes us to believe that the Comparative Financial Information does not give
a true and fair view of the consolidated results and cash flows of the Haixi Group for the nine months
ended 30 September 2008.
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L. FINANCIAL INFORMATION

(a) Consolidated Statements of Comprehensive Income

Nine months ended

Year ended 31 December 30 September

Notes 2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
REVENUE............cocoiiie e 6 — — — — 662
Cost of sales.....coocveeiiiiiiiiiiie — — (269) — (4,009)
Gross 10SS.....cccccuvvveeeieee e — — (269) — (3,347)
Other income and gains ..........cccocueeenee. 6 21,176 6,660 3,177 3,156 342
Selling and marketing expenses........... — — (3,997) (824) (582)
Administrative expenses............ccc....... (5,181) (17,467) (26,079) (18,907) (23,714)
Other expenses.......cccoceeeveeeiieeeniieeene — (10,000) (24,142) — —
Finance CostS.......ccocivieeiiiiiieiiiieeeee 7 (5,265) (26,561) (18,790) (14,462) (13,715)
PROFIT/(LOSS) BEFORE TAX ........... 8 10,730 (47,368) (70,100) (31,037) (41,016)
TX. ettt 11 (2,922) 11,274 15,692 7,594 8,096
PROFIT/(LOSS) FOR THE
YEAR/PERIOD............ccoviiiieene 7,808 (36,094) (54,408) (23,443) (32,920)
Other comprehensive income............ — — — — —
TOTAL COMPREHENSIVE INCOME/
(LOSS) FOR THE YEAR/PERIOD ... 7,808 (36,094) (54,408) (23,443) (32,920)
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(b) Consolidated Statements of Financial Position

As at
As at 31 December 30 September
Notes 2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000

NON-CURRENT ASSETS

Property and equipment..........ccccoccveeeennnee. 14 1,333 10,465 9,633 8,729
Prepaid land lease payments...................... 15 — 395,240 726,616 712,719
Properties under development.................... 16 669 167,863 214,909 212,629
Intangible asset ........c.occceviiviiiiii e 17 — — 5,000 4,861
Prepayments .......ccccevvviieee v 19 607,000 557,176 264,411 264,411
Deferred tax assets......cocvvvvvvviviiiciiieceeeennn. 25 — 11,274 26,966 35,062
Total non-current assets .......................... 609,002 1,142,018 1,247,535 1,238,411
CURRENT ASSETS
Prepayments, deposits and other

receivables.........oooiii 19 88,364 346,775 128,435 155,704
Due from related parties .........ccccoeeveeeeennne 20 48,701 91,405 126,406 —
Restricted cash .......ccccoooviiiiiiiiie, 21 19,492 4,698 45,170 172,159
Cash and cash equivalents......................... 21 183,734 3,685 3,023 2,293
Total current assets ............ccccoooiiiiinnee. 340,291 446,563 303,034 330,156

CURRENT LIABILITIES

Trade payables.......ccooiiiiiiiiiiii 22 — — 12,961 2,343
Other payables and accruals ...................... 23 45,286 150,898 226,635 117,107
Interest-bearing bank loans..............cc......... 24 — 428,300 182,750 100,000
Due to related parties .......cccccevevviiieeennnee 20 31,180 262,650 475,629 126,824
Tax payable ... 2,922 2,922 2,922 2,922
Total current liabilities .............................. 79,388 844,770 900,897 349,196
NET CURRENT ASSETS/(LIABILITIES) ... 260,903 (398,207) (597,863) (19,040)

TOTAL ASSETS LESS CURRENT
LIABILITIES ........coooiiiiieee 869,905 743,811 649,672 1,219,371
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NON-CURRENT LIABILITIES

Interest-beari
Provision for

ng bank loans.............cccuveeeee.
major overhauls ..........cccc.......

Total non-current liabilities ......................

Net assets ..

EQUITY
Equity attrib
the parent

utable to equity holders of

Paid-up capital...........oeveveveieieiiiiiiiciieeeeen,
Retained profits/(accumulated losses)........

Total equity

As at 31 December

As at

30 September

Notes 2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000
24 130,000 40,000 — 330,000
26 — — 269 2,888
130,000 40,000 269 332,888
739,905 703,811 649,403 886,483
27 730,000 730,000 730,000 1,000,000
9,905  (26,189) (80,597)  (113,517)
739,905 703,811 649,403 886,483
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(c) Statements of Financial Position of Haixi Investment

As at
As at 31 December 30 September
Notes 2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000

NON-CURRENT ASSETS

Property and equipment..........ccccoeccveeeeennee. 14 199 9,565 8,966 7,876
Prepaid land lease payments.........cccccccc..... 15 — 395,240 726,616 712,719
Properties under development.................... 16 669 167,863 214,909 212,629
Investment in a subsidiary ............ccccceeeneee 18 300,000 300,000 300,000 300,000
Prepayments .........ccooeiiiiiiiiiiieeeeee 19 607,000 557,176 264,411 264,411
Deferred tax assetS......ccccceveeeeeeieivevieeeeeeees 25 — 11,274 26,966 35,062
Total non-current assets ...........ccc............ 907,868 1,441,118 1,541,868 1,532,697
CURRENT ASSETS
Prepayments, deposits and other

receivablesS.......cccceeeeeeeeeeeiiieeeeeeeeeeeeeeee 19 88,363 257,367 84,281 111,275
Due from related parties ..........cccoecveeerrnne 20 48,701 91,405 126,406 —
Restricted cash.........cccoooovvviieeiiiiiiiiiieeeee, 21 — — — 162,088
Cash and cash equivalents......................... 21 183,704 1,992 753 1,509
Total current assets ...........cccceevvvvvveeeeens 320,768 350,764 211,440 274,872

CURRENT LIABILITIES ..........ccoooeiiene

Trade payables.......cooviiiiiiiiiiiieee 22 — — 12,961 2,343
Other payables and accruals ...................... 23 25,960 54,035 129,232 61,341
Interest-bearing bank loans..............c......... 24 — 428,300 182,750 —
Due to a subsidiary .........ccocecvvveevereeeeeiiens 18 299,166 300,000 300,000 390,095
Due to related parties .......cccccceeeereeeeeininnes 20 31,180 262,650 475,629 126,824
Tax payable ... 2,922 2,922 2,922 2,922
Total current liabilities ...............ccc.cc......... 359,228 1,047,907 1,103,494 583,525
NET CURRENT LIABILITIES.................... (38,460) (697,143) (892,054) (308,653)
TOTAL ASSETS LESS CURRENT

LIABILITIES ... 869,408 743,975 649,814 1,224,044
NON-CURRENT LIABILITIES
Interest-bearing bank loans......................... 24 130,000 40,000 — 330,000
Total non-current liabilities ..................... 130,000 40,000 — 330,000
Netassets .........ccccovvieeiiiie 739,408 703,975 649,814 894,044
EQUITY
Equity attributable to equity holders of

the parent
Paid-up capital.......cccceeeeeiiiiiiiiiieeeeee e, 27 730,000 730,000 730,000 1,000,000
Retained profits/(accumulated losses) ........ 9,408 (26,025) (80,186) (105,956)
Total equity ......c.oeovvviiii 739,408 703,975 649,814 894,044
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(d) Consolidated Statements of Changes in Equity

Retained profits/
(accumulated

Paid-up capital losses) Total equity

RMB’000 RMB’000 RMB’000

At 1 January 2006.........cccceeeiviiieeeeeiieee e 730,000 2,097 732,097
Total comprehensive income for the year.............. — 7,808 7,808
At 31 December 2006 and 1 January 2007 .......... 730,000 9,905 739,905
Total comprehensive loss for the year................... — (36,094) (36,094)
At 31 December 2007 and 1 January 2008........... 730,000 (26,189) 703,811
Total comprehensive loss for the year................... — (54,408) (54,408)
At 31 December 2008 and 1 January 2009 .......... 730,000 (80,597) 649,403
Capital contribution by shareholders ..................... 270,000 — 270,000
Total comprehensive loss for the period................ — (32,920) (32,920)
At 30 September 2009.........cccocveeiiiiiieeeee e 1,000,000 (113,517) 886,483
At 1 January 2008.........cccceeeeeiiieeeeeeiee e 730,000 (26,189) 703,811

Total comprehensive loss for the period

(UNAUAItE) ..eeee e — (23,443) (23,443)
At 30 September 2008 (unaudited) .........cccceeeueeenne 730,000 (49,632) 680,368
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(e) Consolidated Statements of Cash Flows

Nine months ended

Year ended 31 December 30 September
Notes 2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
CASH FLOWS FROM OPERATING
ACTIVITIES
Profit/(loss) before tax........ccccceeeeiinnnnes 10,730 (47,368) (70,100) (31,037) (41,016)

Adjustments for:

Finance CoStS ......oouvviiieiiiiiiiiiiicien, 7 5,265 26,561 18,790 14,462 18,715
Interest iNCOME........ccccvveeeiecirieeennne 6 (1,524) (237) 177) (156) (60)
Depreciation .......ccccoeeeeieeiiiiiiiiiienennn. 8 72 857 1,616 1,206 1,297
Gains on disposals of financial
assets at fair value through profit
OF [0SS . 6 (16,423)  (4,005) — — —
Forfeiture of guarantee deposits....... 8 — 10,000 15,000 — —
Write-off of project costs ................... 8 — — 7,344 — —
Amortisation of prepaid land lease
PAYMENTES ..oooviiiiiiiiiiiieeee e 8 — 7,379 13,158 8,525 16,357
Amortisation of an intangible asset... 8 — — — — 139
Provision for major overhauls ........... 8 — — 269 — 2,619
Operating loss before working capital
Changes ......ccovcviiieiiiee e (1,880) (6,813) (14,100) (7,000) (6,949)
Additions to prepaid land lease
PAYMENTS ... — (575,980) (3583,742) (3583,742) —
Increase in properties under
development.......cccoceeeiiiiieeeniiieen, (589) (3,154) (54,390) (6,813) (180)
Decrease/(increase) in prepayments,
deposits and other receivables ......... (458,097) (39,227) 335,807 307,820 29
Increase/(decrease) in trade payables. — — 12,961 3,354 (10,618)
Increase/(decrease) in other payables
and accrualS.......cocooeveeeveeeeeeieeeeinnn. 45,194 103,462 72,887 48,833 (131,528)
Cash used in operations...........ccccce...... (415,372) (521,712) (577)  (7,548) (149,246)
Interest received .......ccccceeeeeiiiiiiienenenn, 1,524 237 177 156 60
Interest paid..........ccocevveeeiiiiiiee e (5,265) (24,411) (20,940) (16,612) (13,715)
Net cash outflow from operating
ACHVItIES .vveee e (419,113) (545,886) (21,340) (24,004) (162,901)
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CASH FLOWS FROM INVESTING
ACTIVITIES
Purchases of items of property and
eqUIPMENt.....oiiiiiiieieee e
Purchases of financial assets at fair
value through profit or loss ...............
Addition to an intangible asset .............
Proceeds from disposals of financial
assets at fair value through profit or
(0SS weeeiiieeee e
Decrease/(increase) in other
receivables .........ccccceiiiiiiiii
Decrease/(increase) in amounts due
from related parties .......cccccceeveeeeenns
Decrease/(increase) in restricted cash.

Net cash inflow/(outflow) from
investing activities ..o,

CASH FLOWS FROM FINANCING
ACTIVITIES

Capital contribution from shareholders.

New bank and other borrowings...........

Repayment of bank and other
DOrrOWINGS ...

Increase/(decrease) in amounts due to
related parties..........vveveveiiiiiiiinnnnnn.

Net cash inflow/(outflow) from
financing activities .........ccccoeceeeinnnn

NET INCREASE/(DECREASE) IN
CASH AND CASH EQUIVALENTS..

Cash and cash equivalents at
beginning of year/period...................

CASH AND CASH EQUIVALENTS AT
END OF YEAR/PERIOD...................

ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS
Cash and bank balances......................

Nine months ended
Year ended 31 December 30 September

Notes 2006 2007 2008 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

(1,300) (9,989)  (784)  (369)  (393)
(700,000)  (80,000) — — —
— — — —  (5,000)
796,423 84,005 — — —
(110) (170,039) 169,506 170,100 —

43,704 (42,704) (35,001) (20,000) 78,774
(19,492) 14,794 (40,472) (17,172) (126,989)

119,225 (203,933) 93,249 132,559 (53,608)

300,000 — — — 270,000
130,000 368,300 142,750 142,750 330,000

— (30,000) (428,300) (383,300) (82,750)

31,180 231,470 212,979 139,697 (301,471)

461,180 569,770 (72,571) (100,853) 215,779

161,292 (180,049) (662) 7,702 (730)

22,442 183,734 3,685 3,685 3,023

183,734 3,685 3,023 11,387 2,293

183,734 3,685 3,023 11,387 2,293
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Il. NOTES TO FINANCIAL INFORMATION

1. CORPORATE INFORMATION

Fujian Straits West-Coast Investment Co., Ltd. (“Haixi Investment’) was established as a limited
liability company in the People’s Republic of China (the “PRC” or “Mainland China”) on 22 August 2005.
The principal place of business of Haixi Investment is located at 17-20th Floor, Insurance Building,
Fengze Street, Quanzhou, Fujian, the PRC.

Haixi Investment and its subsidiary (collectively the “Haixi Group”) were principally engaged in
property development and the operation and management of sports and recreation facilities in
Quanzhou, the PRC, during the three years ended 31 December 2008 and the nine months ended 30
September 2009 (the “Track Record Periods”).

2.1 BASIS OF PREPARATION

The financial information of the Haixi Group for the Track Record Periods (the “Financial
Information”) has been prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”), accounting principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. All HKFRSs effective for the accounting periods
commencing from 1 January 2006, 2007, 2008 and 2009, together with the relevant transitional
provisions, have been early adopted by the Haixi Group in the preparation of the Financial Information
throughout the Track Record Periods.

The Financial Information has been prepared under the historical cost convention, except for
certain financial assets and derivative financial instruments, which have been measured at fair value. It
is presented in Renminbi (“RMB”) and all values are rounded to the nearest thousand (“RMB’000”)
except when otherwise indicated.

2.2 NET CURRENT LIABILITIES

As at 30 September 2009, the current liabilities of the Haixi Group exceeded its current assets by
approximately RMB19 million. The Haixi Group finances its operations by obtaining funding from
shareholders and interest-bearing bank loans.

China SCE Property Holdings Limited (the “Company”), the intermediate holding company of the
Haixi Group, has agreed to provide continual financial support and adequate funds to the Haixi Group,
in proportion to the Company’s shareholding in Haixi Investment, to meet the Haixi Group’s liabilities as
and when they fall due.

The directors of Haixi Investment are of the opinion that, taking into account the funding from the
Company, the Haixi Group has sufficient working capital for its present requirements. Hence, the
Financial Information has been prepared on a going concern basis.
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2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE HKFRSS

The Haixi Group has not applied the following new and revised HKFRSs, that have been issued but
are not yet effective, in this Financial Information:

HKFRS 1 (Revised) First-time Adoption of HKFRSs'

HKFRS 2 Amendments Amendments to HKFRS 2 Group Cash-settled Share-based
Payment Transactions®

HKFRS 3 (Revised) Business Combinations’

HKFRS 9 Financial Instruments®

HKAS 24 (Revised) Related Party Disclosures®

HKAS 27 (Revised) Consolidated and Separate Financial Statements’

HKAS 39 Amendment Amendment to HKAS 39 Financial Instruments: Recognition

and Measurement - Eligible Hedged Items’
HK(IFRIC)-Int 17 Distributions of Non-cash Assets to Owners’

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity Instruments®

Apart from the above, the HKICPA issued Improvements to HKFRSs which sets out amendments
to a number of HKFRSs primarily with a view to removing inconsistencies and clarifying wording.
Improvements to HKFRSs issued in May 2009 contains amendments to HKFRS 2, HKFRS 5, HKFRS
8, HKAS 1, HKAS 7, HKAS 17, Appendix to HKAS 18, HKAS 36, HKAS 38, HKAS 39, HK(IFRIC)-Int 9
and HK(IFRIC)-Int 16. Except for the amendments to HKFRS 2, HKAS 38, HK(IFRIC)-Int 9 and
HK(IFRIC)-Int 16 which are effective for annual periods beginning on or after 1 July 2009 and the
amendment to Appendix to HKAS 18 which has no transitional provisions specified, other amendments
are effective for annual periods beginning on or after 1 January 2010 although there are separate
transitional provisions for each standard.

Effective for annual periods beginning on or after 1 July 2009
Effective for annual periods beginning on or after 1 January 2010
Effective for annual periods beginning on or after 1 January 2011
Effective for annual periods beginning on or after 1 January 2013
Effective for annual periods beginning on or after 1 July 2010
The Haixi Group is in the process of making an assessment of the impact of these new and revised
HKFRSs upon initial application. So far, it has concluded that the adoption of HKFRS 3 (Revised) and

HKAS 27 (Revised) may result in changes in accounting policies, while other new and revised HKFRSs
are unlikely to have a significant impact on the Haixi Group’s results of operations and financial position.
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3. SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

The Financial Information incorporates the financial statements of Haixi Investment and its
subsidiary for the Track Record Periods. The results of the subsidiary are consolidated from the
date of acquisition, being the date on which the Haixi Group obtains control, and continue to be
consolidated until the date that such control ceases. All income, expenses and unrealised gains
and losses resulting from intercompany transactions and intercompany balances within the Haixi
Group are eliminated on consolidation in full.

Subsidiaries

A subsidiary is an entity whose financial and operating policies Haixi Investment controls,
directly or indirectly, so as to obtain benefits from its activities.

The results of a subsidiary are included in Haixi Investment’s statement of comprehensive
income to the extent of dividends received and receivable. Haixi Investment’s investment in a
subsidiary is stated at cost less any impairment losses.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than deferred tax assets and financial assets), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the asset’s or cash-generating unit's
value in use and its fair value less costs to sell, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other assets
or groups of assets, in which case the recoverable amount is determined for the cash-generating
unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its
recoverable amount. 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. An impairment loss is charged to the
statement of comprehensive income in the period in which it arises, unless the asset is carried at
a revalued amount, in which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.
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An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such and
indication exists, the recoverable amount is estimated. A previously recognised impairment loss of
an asset is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of such an impairment loss is credited to the
statement of comprehensive income in the period in which it arises, unless the asset is carried at
a revalued amount, in which case the reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued asset.

Related parties

A party is considered to be related to the Haixi Group if:

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

(b) the party is a member of the key management personnel of the Haixi Group;

(c) the party is a close member of the family of any individual referred to in (a) or (b);

(d) 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 (b) or (c); or

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

Property and equipment and depreciation

Property and equipment are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditure incurred after items of property and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the statement of comprehensive income in the
period in which it is incurred. In situations where it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic benefits expected to be obtained from the use
of an item of property and equipment, and where the cost of the item can be measured reliably, the
expenditure is capitalised as an additional cost of that asset or as a replacement.
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Depreciation is calculated on the straight-line basis to write off the cost of each item of
property and equipment to its residual value over its estimated useful life. The principal annual rates
used for this purpose are as follows:

Leasehold improvements Over the lease term
Furniture, fixtures and office equipment 19%
Motor vehicles 19%

Where parts of an item of property and equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed, and adjusted if
appropriate, at least at each reporting date.

An item of property and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss on disposal or retirement
recognised in the statement of comprehensive income in the year the asset is derecognised is the
difference between the net sales proceeds and the carrying amount of the relevant asset.

Service concession arrangement

The Haixi Group has entered into a service concession arrangement with a government body
in Quanzhou, the PRC, for the operation and management of certain sports and recreation
facilities. The transactions related to such service concession arrangement are accounted for by
the Haixi Group as follows:

Consideration paid by the Haixi Group

An intangible asset (operating concession) is recognised to the extent that the Haixi Group
receives a right to charge users of the public services. The intangible asset (operating concession)
is accounted for in accordance with the policy set out for “Intangible assets (other than goodwill)”
below.

Operating services

Revenue relating to operating services is accounted for in accordance with the policy for
“Revenue recognition” below.
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Contractual obligations to restore the sports and recreation facilities to a specified level
of serviceability

The Haixi Group has contractual obligations which it must fulfil as a condition of its licence.
The obligations are (a) to maintain the sports and recreation facilities it operates to a specified level
of serviceability and (b) to restore the sports and recreation facilities to a specified condition before
they are handed over to the grantor at the end of the service concession arrangement. These
contractual obligations to maintain or restore the sports and recreation facilities, except for upgrade
element, are recognised and measured in accordance with the policy set out for “Provisions” below.

Intangible assets (other than goodwill)

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible
assets with finite lives are amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with a finite useful life are reviewed at least at
each reporting date.

Intangible assets with indefinite useful lives are tested for impairment annually either
individually or at the cash-generating unit level. Such intangible assets are not amortised. The
useful life of an intangible asset with an indefinite life is reviewed annually to determine whether
indefinite life assessment continues to be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on a prospective basis.

An intangible asset is derecognised on disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on disposal or retirement recognised in the
statement of comprehensive income in the period the intangible asset is derecognised is the
difference between the net sales proceeds and the carrying amount of the relevant intangible asset.

Operating concession

Operating concession represents the right to operate certain sports and recreation facilities
and is stated at cost less accumulated amortisation and any accumulated impairment losses.
Amortisation is provided on the straight-line basis over the period of the operating concession
granted to the Haixi Group of 30 years.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the
lessor are accounted for as operating leases. Where the Haixi Group is the lessor, assets leased
by the Haixi Group under operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the statement of comprehensive income on
the straight-line basis over the lease terms. Where the Haixi Group is the lessee, rentals payable
under the operating leases are charged to the statement of comprehensive income on the
straight-line basis over the lease terms.
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Prepaid land lease payments under operating leases are initially stated at cost and
subsequently recognised on the straight-line basis over the lease terms.

Properties under development

Properties under development are stated at the lower of cost and net realisable value and
comprise land costs, construction costs, borrowing costs, professional fees and other costs directly
attributable to such properties incurred during the development period.

Properties under development are classified as current assets unless the construction period
of the relevant property development project is expected to complete beyond the normal operating
cycle. On completion, the properties are transferred to completed properties held for sale.

Investments and other financial assets

Financial assets of the Haixi Group in the scope of HKAS 39 are classified as financial assets
at fair value through profit or loss and loans and receivables, as appropriate. When financial assets
are recognised initially, they are measured at fair value, plus, in the case of investments not at fair
value through profit or loss, directly attributable transaction costs.

The Haixi Group assesses whether a contract contains an embedded derivative when the
Haixi Group first becomes a party to it and assesses whether an embedded derivative is required
to be separated from the host contract when the analysis shows that the economic characteristics
and risks of the embedded derivative are not closely related to those of the host contract.
Reassessment only occurs if there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required under the contract.

The Haixi Group determines the classification of its financial assets after initial recognition
and, where allowed and appropriate, re-evaluates this designation at the reporting date.

All regular way purchases and sales of financial assets are recognised on the trade date, that
is, the date that the Haixi Group commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets within the period
generally established by regulation or convention in the marketplace.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading.
Financial assets are classified as held for trading if they are acquired for the purpose of sale in the
near term. Gains or losses on investments held for trading are recognised in the statement of
comprehensive income. The net fair value gain or loss recognised in the statement of
comprehensive income does not include any dividends on these financial assets, which are
recognised in accordance with the policy set out for “Revenue Recognition” below.
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Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are subsequently carried at
amortised cost using the effective interest method less any allowance for impairment. Amortised
cost is calculated taking into account any discount or premium on acquisition and includes fees that
are an integral part of the effective interest rate and transaction costs. Gains and losses are
recognised in the statement of comprehensive income when the loans and receivables are
derecognised or impaired, as well as through the amortisation process.

Fair value

The fair value of investments that are actively traded in organised financial markets is
determined by reference to quoted market bid prices at the close of business at the reporting date.
For investments where there is no active market, fair value is determined using valuation
techniques. Such techniques include using recent arm’s length market transactions; reference to
the current market value of another instrument which is substantially the same; or a discounted
cash flow analysis.

Impairment of financial assets

The Haixi Group assesses at each reporting date whether there is any objective evidence that
a financial asset or a group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at
amortised cost has been incurred, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at initial recognition). The carrying amount of
the asset is reduced either directly or through the use of an allowance account. The amount of the
impairment loss is recognised in the statement of comprehensive income. Loans and receivables
together with any associated allowance are written off when there is no realistic prospect of future
recovery.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the previously
recognised impairment loss is reversed by adjusting the allowance amount. Any subsequent
reversal of an impairment loss is recognised in the statement of comprehensive income, to the
extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.
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In relation to trade and other receivables, a provision for impairment is made when there is
objective evidence (such as the probability of insolvency or significant financial difficulties of the
debtor and significant changes in technological, market, economic or legal environment that have
an adverse effect on the debtor) that the Haixi Group will not be able to collect all of the amounts
due under the original terms of an invoice. The carrying amount of the receivables is reduced
through the use of an allowance account. Impaired debts are derecognised when they are
assessed as uncollectible.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognised where:

o the rights to receive cash flows from the asset have expired;

o the Haixi Group retains the rights to receive cash flows from the asset, but has assumed
an obligation to pay them in full without material delay to a third party under a
“pass-through” arrangement; or

o the Haixi Group has transferred its rights to receive cash flows from the asset and either
(a) has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

Where the Haixi Group has transferred its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent of the Haixi Group’s continuing
involvement in the asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Haixi Group could be required to repay.

Where continuing involvement takes the form of a written and/or purchased option (including
a cash-settled option or similar provision) on the transferred asset, the extent of the Haixi Group’s
continuing involvement is the amount of the transferred asset that the Haixi Group may repurchase,
except in the case of a written put option (including a cash-settled option or similar provision) on an
asset measured at fair value, where the extent of the Haixi Group’s continuing involvement is
limited to the lower of the fair value of the transferred asset and the option exercise price.
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Financial liabilities at amortised cost (including interest-bearing bank and other
borrowings)

Financial liabilities including trade and other payables, amounts due to related parties and
interest-bearing bank and other borrowings are initially stated at fair value less directly attributable
transaction costs and are 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.
The related interest expense is recognised within “Finance costs” in the statement of
comprehensive income.

Gains and losses are recognised in the statement of comprehensive income when the
liabilities are derecognised as well as through the amortisation process.

Financial guarantee contracts

Financial guarantee contracts in the scope of HKAS 39 are accounted for as financial
liabilities. A financial guarantee contract is recognised initially at its fair value less transaction costs
that are directly attributable to the acquisition or issue of the financial guarantee contract, except
when such contract is recognised at fair value through profit or loss. Subsequent to initial
recognition, the Haixi Group measures the financial guarantee contract at the higher of (i) the
amount of the best estimate of the expenditure required to settle the present obligation at the
reporting date; and (ii) the amount initially recognised less, when appropriate, cumulative
amortisation recognised in accordance with HKAS 18 Revenue.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and a recognition of
a new liability, and the difference between the respective carrying amounts is recognised in the
statement of comprehensive income.

Cash and cash equivalents

For the purpose of the consolidated statements of cash flows, cash and cash equivalents
comprise cash on hand and demand deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject to an insignificant risk of changes in
value, and have a short maturity of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral part of the Haixi Group’s cash
management.
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For the purpose of the consolidated statements of financial position, cash and cash
equivalents comprise cash on hand and at banks, including term deposits, which are not restricted
as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a
result of a past event and it is probable that a future outflow of resources will be required to settle
the obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the
present value at the reporting date of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount arising from the passage of time
is included in “Finance costs” in the statement of comprehensive income.

Income tax

Income tax comprises current and deferred tax. Income tax is recognised in the statement of
comprehensive income, or in equity if it relates to items that are recognised in the same or a
different period directly in equity.

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

° where the deferred tax liability arises from the initial recognition of an asset or liability in
a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with an investment in a
subsidiary, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.
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Deferred tax assets are recognised for all deductible temporary differences, carryforward of
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o where the deferred tax asset relating to the deductible temporary differences arises from
the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

° in respect of deductible temporary differences associated with an investment in a
subsidiary, deferred tax assets are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Conversely, previously unrecognised deferred tax
assets are reassessed at each reporting date and are recognised to the extent that it is probable
that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Haixi
Group and when the revenue can be measured reliably, on the following bases:

(a) facilities rental income, on a time proportion basis over the lease terms;

(b) interest income, on an accrual basis using the effective interest method by applying the
rate that discounts the estimated future cash receipts through the expected life of the
financial instrument to the net carrying amount of the financial asset;

(¢) management fee income, when the management services are rendered; and

(d) income from the sale of financial assets at fair value through profit or loss, on the trade
date.
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Retirement benefit scheme

The employees of the Haixi Group are required to participate in a central pension scheme (the
“Pension Scheme”) operated by the local municipal governments. The Haixi Group is required to
contribute certain percentages of their payroll costs to the Pension Scheme. The only obligation of
the Haixi Group with respect to the Pension Scheme is to pay the ongoing contributions under the
Pension Scheme. The contributions are charged to the statement of comprehensive income as
they become payable in accordance with the rules of the Pension Scheme.

Borrowing costs

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

Foreign currencies

The functional currency of Haixi Investment and the presentation currency for the Financial
Information is RMB. Each entity in the Haixi Group determines its own functional currency and
items included in the Financial Information of each entity are measured using that functional
currency. Foreign currency transactions are initially recorded using the functional currency rates
ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency rates of exchange ruling at the reporting date.
All differences are taken to the statements of comprehensive income. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rates
at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined.
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4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Financial Information requires the management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the reporting date. However, uncertainly about
these assumptions and estimates could result in outcomes that could require a material adjustment to
the carrying amounts of the assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty
at the reporting 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.

Useful lives and impairment of property and equipment

The Haixi Group’s management determines the estimated useful lives and related
depreciation charges for its items of property and equipment. This estimate is based on the
historical experience of the actual useful lives of items of property and equipment of similar nature
and functions. It could change significantly as a result of technical innovations and its competitors’
actions. Management will increase the depreciation charge where useful lives are less than
previously estimates, or it will write off or write down technically obsolete assets that have been
abandoned.

The carrying value of an item of property and equipment is reviewed for impairment when
events or changes in circumstances indicate that the carrying value may not be recoverable in
accordance with the accounting policy as disclosed in the relevant part of this section. The
recoverable amount of an item of property and equipment is calculated as the higher of its fair value
less costs to sell and value in use, the calculations of which involve the use of estimates.

PRC corporate income tax (“CIT”)

The Haixi Group is subject to income taxes in the PRC. As a result of the fact that certain
matters relating to the income taxes have not been confirmed by the local tax bureau, objective
estimate and judgement based on currently enacted tax laws, regulations and other related policies
are required in determining the provision for income taxes to be made. Where the final tax outcome
of these matters is different from the amounts originally recorded, the differences will impact on the
income tax and tax provisions in the period in which the differences realise.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent that it is probable
that taxable profit will be available against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together with future tax planning
strategies.
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Provision for major overhauls

The Haixi Group has contractual obligations which it must fulfil as a condition of the operating
concession granted by the grantor, that are (a) to maintain the sports and recreation facilities it
operates to a specified level of serviceability and (b) to restore the sports and recreation facilities
to a specified condition before they are handed over to the grantor at the end of the service
concession arrangement. These contractual obligations to maintain or restore the sports and
recreation facilities, except for upgrade element, are recognised and measured in accordance with
HKAS 37 Provisions, Contingent Liabilities and Contingent Assets, i.e., at the best estimate of the
expenditure that would be required to settle the present obligation at the reporting date. The
estimation of the expenditure requires the Haixi Group to estimate the expected future cash outlays
on major overhauls of the facilities over the service concession period and also to choose a suitable
discount rate in order to calculate the present value of those cash flows.

5. SEGMENT INFORMATION

The Haixi Group is principally engaged in the property development and the operation and
management of sports and recreation facilities businesses. However, no pre-sale or sale of properties
has been commenced during the Track Record Periods and the revenue recognised during the Track
Record Periods is solely derived from the operation and management of sports and recreation facilities
business. Accordingly, no segment analysis was prepared for management reporting purposes.

The Haixi Group’s revenue from external customers is derived solely from its operations in
Mainland China and the non-current assets of the Haixi Group are all located in Mainland China.

For the nine months ended 30 September 2009, revenue from two of the Haixi Group’s customers
amounting to RMB400,000 and RMB60,000 individually, and had accounted for over 69% of the Haixi
Group’s total revenue.
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6. REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Haixi Group’s turnover, represents the gross facilities rental income, net
of business tax, received and receivable during the Track Record Periods.

An analysis of the Haixi Group’s other income and gains during the Track Record Periods is as
follows:

Nine months ended

Year ended 31 December 30 September
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Other income and gains
Project management fee
[19070] 11 1= F 2,455 2,400 3,000 3,000 —
Bank interest income.............. 1,524 237 177 156 60
Gains on disposals of
financial assets at fair
value through profit or
0SS coiieeeiieeeeeeeee, 16,423 4,005 — — —
Rental income............cccoeu... — — — — 262
Others ..o, 774 18 — — 20
21,176 6,660 3,177 3,156 342

7. FINANCE COSTS

Nine months ended

Year ended 31 December 30 September
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Interests on bank and other

loans wholly repayable

within five years ................. 5,265 26,561 18,790 14,462 13,706
Increase in a discounted

amount of provision for

major overhauls arising

from the passage of time... — — — — 9

Total interests on financial
liabilities not at fair value
through profit or loss.......... 5,265 26,561 18,790 14,462 13,715
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8. PROFIT/(LOSS) BEFORE TAX

The Haixi Group’s profit/(loss) before tax is arrived at after charging:

Nine months ended
Year ended 31 December 30 September

Notes 2006 2007 2008 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)
Cost of services provided ......... — — 269 — 4,009
Depreciation .......cccccceveeeeeinicnnns 14 72 857 1,616 1,206 1,297
Amortisation of prepaid land
lease payments *...........ccce... 15 — 7,379 13,158 8,525 16,357
Amortisation of an intangible
ASSEL i 17 — — — — 139
Minimum lease payments
under operating leases for
land and buildings ................. 112 442 1,070 486 679
Auditors’ remuneration ............. — 8 21 11 55
Employee benefit expense
(including directors’
remuneration (note 9)):
Salaries and other staff
COSES .t 1,201 2,221 2,520 1,149 1,188
Retirement benefit scheme
contributions.........ccccceeee... 1 38 110 102 70
1,202 2,259 2,630 1,251 1,258
Provision for major overhauls ... — — 269 — 2,619
Forfeiture of guarantee
deposits™ .......cocvvieeiiiiiieees — 10,000 15,000 — —
Compensation paid to a
contractor™ .........cccceveeeeeens — — 1,798 — —
Write-off of project costs™™ ........ — — 7,344 — —

Includes the amortisation of a land use right included in properties under development of RMB2,460,000 for the nine
months ended 30 September 2009 due to the suspension of the development of the relevant properties.

*%

These items are included in “Other expenses” on the face of the consolidated statements of comprehensive income
of the Haixi Group during the Track Record Periods.
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9. DIRECTORS’ REMUNERATION

Directors’ remuneration for the Track Record Periods, disclosed pursuant to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited and Section 161 of the Hong
Kong Companies Ordinance, is as follows:

Nine months ended
30 September 2009

RMB’000

ST =T —
Other emoluments:

Salaries and AllOWANCES ........coe oot 5

Retirement benefit scheme contributions ..........cooovvveieiiiiiiiicee e, —

5

Except for the nine months ended 30 September 2009, no directors of the Haixi Group received
remuneration during the Track Record Periods for their services rendered to the Haixi Group.

The remuneration of an executive director for the nine months ended 30 September 2009 is set out
below:

Retirement

Salaries and  benefit scheme

Fees allowances contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
Nine months ended 30 September
2009:
Mr. Luo HUi YU.coovoiiiiiiieee, — 5 — 5

There was no arrangement under which a director waived or agreed to waive any remuneration
during the Track Record Periods.
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10. FIVE HIGHEST PAID INDIVIDUALS

Details of the remuneration of the five highest paid employees, who are non-directors, for the Track
Record Periods, are as follows:

Nine months ended

Year ended 31 December 30 September
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Salaries and allowances........ 663 816 702 562 268
Retirement benefit scheme

contributions........ccceeeeeeeene. 1 8 38 33 3

664 824 740 595 271

The remuneration of all of the non-director, highest paid employees fell within the band of Nil to
RMB500,000 for each of the Track Record Periods.

11. TAX
Nine months ended
Year ended 31 December 30 September
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
PRC CIT:
Current ..o, 2,922 — — — —
Deferred (note 25).............. — (11,274) (15,692) (7,594) (8,096)
Total tax charge/(credit) for
the year/period ................... 2,922 (11,274) (15,692) (7,594) (8,096)

The income tax provision of the Haixi Group in respect of operations in Mainland China has been
calculated at the applicable tax rate on the estimated assessable profits for each of the Track Record
Periods, based on the existing legislation, interpretations and practices in respect thereof. For each of
the entities of the Haixi Group, CIT is provided at the applicable rates of the profits for the purpose of the
PRC statutory financial reporting, adjusted for those items which are not assessable or deductible.
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Prior to 1 January 2008, the Haixi Group was subject to CIT at the statutory rate of 33%. On 16
March 2007, the National People’s Congress approved the PRC Corporate Income Tax Law (the “New
CIT Law”), which became effective on 1 January 2008. The New CIT Law introduces a wide range of
changes which include, but are not limited to, the unification of the income tax rates for
domestic-invested and foreign-invested enterprises at 25%.

A reconciliation of the tax charge/(credit) applicable to profit/(loss) before tax using the statutory
rates for the jurisdiction in which Haixi Investment and its subsidiary are domiciled to the tax
charge/(credit) at the effective tax rates is as follows:

Nine months ended

Year ended 31 December 30 September
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profit/(loss) before tax ........... 10,730 (47,368) (70,100) (31,037) (41,016)
At the statutory tax rates ....... 3,541 (15,631) (17,525) (7,760) (10,254)
Effect of change in tax rates
used for the recognition of
deferred taxes .......cccc......... — 3,607 — — —
Income not subject to tax...... (503) (72) — — —
Expenses not deductible for
L 2= O 299 975 1,900 354 1,050
Tax losses not recognised..... — — — — 1,108
Others ....ccooveeiiciieeeeceee e (415) (153) (67) (188) —
Tax charge/(credit) at the
Haixi Group’s effective
rates ..ooovvveeeee e 2,922 (11,274) (15,692) (7,594) (8,096)

12. DIVIDENDS

No dividend has been declared by Haixi Investment during the Track Record Periods.

13. EARNINGS PER SHARE

Earnings per share information is not presented as its inclusion, for the purpose of this report, is not
considered meaningful.
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14. PROPERTY AND EQUIPMENT

The Haixi Group:

Furniture,

fixtures and

Leasehold office
improvements equipment Motor vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2006, net of

accumulated depreciation ............... — 105 — 105
AditioNS ... — 517 783 1,300
Depreciation...........coceeeiiiieeeeiniiieecne — (61) (11) (72)
At 31 December 2006 and

1 January 2007, net of

accumulated depreciation ............... — 561 772 1,333
AdditionS ....vvveeeeeee e 7,414 1,244 1,331 9,989
Depreciation........ccccovveeeeeeeeeeicccinene (334) (199) (324) (857)
At 31 December 2007 and

1 January 2008, net of

accumulated depreciation ............... 7,080 1,606 1,779 10,465
AdItioNS ... — 517 267 784
Depreciation.........cccoveeeiiiiieeeiiiiieeeee (802) (371) (443) (1,616)
At 31 December 2008 and

1 January 2009, net of

accumulated depreciation ............... 6,278 1,752 1,603 9,633
AditioNS ... — 393 — 393
Depreciation..........ccoceeeeiiiieeiiniineecne (601) (351) (345) (1,297)
At 30 September 2009, net of

accumulated depreciation ............... 5,677 1,794 1,258 8,729
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Furniture,

fixtures and

Leasehold office
improvements equipment Motor vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2006:

COSt i — 106 — 106

Accumulated depreciation............... — (1) — (1)

Net carrying value.............cccceeeennee. — 105 — 105
At 31 December 2006 and

1 January 2007:

(0701 SRR — 622 783 1,405

Accumulated depreciation............... — (61) (11) (72)

Net carrying value...........cccccceeeeneee. — 561 772 1,333
At 31 December 2007 and

1 January 2008:

COSt i 7,414 1,866 2,114 11,394

Accumulated depreciation............... (334) (260) (335) (929)

Net carrying value.........cccccceeeennnns 7,080 1,606 1,779 10,465
At 31 December 2008 and

1 January 2009:

COSt i 7,414 2,383 2,381 12,178

Accumulated depreciation............... (1,136) (631) (778) (2,545)

Net carrying value........cccccceeeeeennees 6,278 1,752 1,603 9,633
At 30 September 2009:

COSt i 7,414 2,776 2,381 12,571

Accumulated depreciation............... (1,737) (982) (1,123) (3,842)

Net carrying value.........cccccceeeennns 5,677 1,794 1,258 8,729
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Haixi Investment:

Furniture,

fixtures and

Leasehold office
improvements equipment Motor vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2006, net of

accumulated depreciation ............... — 105 — 105
AditioNS ... — 133 — 133
Depreciation...........coceeeiiiiieeiiniiieeeee — (39) — (39)
At 31 December 2006 and

1 January 2007, net of

accumulated depreciation ............... — 199 — 199
AdditionS ....ovveeeiiee e 7,414 1,244 1,331 9,989
Depreciation..........ccoceeeiiiieeeeiiciieeene (334) (122) (167) (623)
At 31 December 2007 and

1 January 2008, net of

accumulated depreciation ............... 7,080 1,321 1,164 9,565
AddItioNS ... — 517 267 784
Depreciation.........cccocveeeeeeeeieiciciene, (802) (295) (286) (1,383)
At 31 December 2008 and

1 January 2009, net of

accumulated depreciation ............... 6,278 1,543 1,145 8,966
AditioNS ... — 26 — 26
Depreciation..........ccooeeeiiiieeeiiniieeeeee (601) (287) (228) (1,116)
At 30 September 2009, net of

accumulated depreciation ............... 5,677 1,282 917 7,876
At 1 January 2006:

COSt i — 106 — 106

Accumulated depreciation............... — (1) — (1)

Net carrying value...........c.ccceeeennee. — 105 — 105
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Furniture,

fixtures and

Leasehold office
improvements equipment Motor vehicles Total
RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2006 and
1 January 2007:
(0701 S — 238 — 238
Accumulated depreciation............... = (89 — (39)
Net carrying value...........ccccceeeennne. — 199 — 199
At 31 December 2007 and
1 January 2008:
COSt i 7,414 1,482 1,331 10,227
Accumulated depreciation............... (334) (161) (167) (662)
Net carrying value............ccceeeeennnee. 7,080 1,321 1,164 9,565
At 31 December 2008 and
1 January 2009:

COSt i 7,414 1,999 1,598 11,011
Accumulated depreciation............... (1,136) (456) (453) (2,045)
Net carrying value...........ccccoceveennnee. 6,278 1,543 1,145 8,966
At 30 September 2009:
COStuiiiiiiiiiiieecceeee e 7,414 2,025 1,598 11,037
Accumulated depreciation............... (1,737) (743) (681) (3,161)
Net carrying value...........ccccceveennee. 5,677 1,282 917 7,876
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15. PREPAID LAND LEASE PAYMENTS

The Haixi Group and Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
At beginning of year/period ................ — — 404,561 745,145
AddItioNS ....ooeiiiie e — 575,980 353,742 —
Transferred to properties under
development........cccccovviiiiiiiiiiieenns — (164,040) — —
Amortisation recognised during the
year/period .......ccoccveeeiiiiiiiee e — (7,379) (13,158) (13,897)
At end of year/period...........ccceveennnee — 404,561 745,145 731,248
Current portion included in
prepayments, deposits and other
receivables ...........occccveiiiii i, — (9,321) (18,529) (18,529)
Non-current portion........cccccceeeeeuvneneee. — 395,240 726,616 712,719

Certain of the Haixi Group’s land use rights with carrying amounts of RMB578,497,000 and
RMB224,960,000 as at 31 December 2008 and 30 September 2009, respectively, were pledged to banks
to secure the bank loans granted to the Haixi Group (notes 24 and 29(a)), certain related parties and a
third party (note 29(b)).

The Haixi Group’s leasehold land is situated in Mainland China and held under the following lease
terms:

The Haixi Group and Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Long term leases........cccevceeevcerennen. — 171,127 516,553 506,288
Medium term leases .......cccceevveeeeennnnnnn — 233,434 228,592 224,960
— 404,561 745,145 731,248
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16. PROPERTIES UNDER DEVELOPMENT

All of the Haixi Group’s properties under development are located in Mainland China and the
relevant land use right is held under a medium term lease. As at each reporting date during the Track
Record Periods, they were expected to be completed beyond the normal operating cycle and were
included under non-current assets.

The land use right with a carrying amount of RMB162,418,000 as at 30 September 2009 was
pledged to a bank to secure the bank loans granted to the Haixi Group (note 29(a)).

17. INTANGIBLE ASSET

The Haixi Group:

Operating concession

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
At beginning of year/period ................ — — — 5,000
AdItioN .. — — 5,000 —
Amortisation recognised during the
year/period ........ccceeceeenieeeiieeeeene — — — (139)
At end of year/period.........cccccvveerrennnn. — — 5,000 4,861
COSt. i — — 5,000 5,000
Accumulated amortisation .................. — — — (139)
Net carrying amount ...............cccvveeee. — — 5,000 4,861

On 28 March 2006, Quanzhou Sports Center entered into an operating right concession agreement
(the “Operating Right Agreement”) with Quanzhou Sports Bureau (the “Sports Bureau”), a local
government body in Quanzhou, the PRC, at a cash consideration of RMB5,000,000. Pursuant to the
Operating Right Agreement, Quanzhou Sports Center is granted an operating concession (the
“Operating Concession”) to operate and manage certain sports and recreation facilities (the “Facilities”)
in Quanzhou for a period of 30 years (the “Operating Period”).
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This service concession arrangement involves Quanzhou Sports Center as operator (i) paying a
specific amount as consideration to obtain the Operating Concession of the Facilities; (ii) operating and
maintaining the Facilities at a specified level of serviceability on behalf of the Sports Bureau for the
Operating Period; and (iii) receiving a right to charge users using the Facilities. Quanzhou Sports Center
is entitled to operate and manage the Facilities and all the income associated with the operation of the
Facilities. However, the relevant government bodies as grantors will control and regulate the scope of
services provided and the prices charged by Quanzhou Sports Center during the Operating Period and
retain the ownership and all beneficial entittement to any residual interest in the Facilities at the end of
the Operating Period.

The cost of the Operating Concession is being amortised over the Operating Period.
18. INVESTMENT IN A SUBSIDIARY

Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Unlisted investment, at cost ............... 300,000 300,000 300,000 300,000

The amount due to a subsidiary is unsecured, interest-free and is repayable on demand. The
carrying amount of such balance approximates to its fair value.
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19. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

The Haixi Group:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Prepayments (note) .......cccccevvveeennnen. 608,094 557,901 266,825 266,976
Prepaid land lease payments
(o) Y ) T — 9,321 18,529 18,529
DEePOoSitS ...ccovvveeeeiiiiieee e 50,004 40,016 25,539 25,564
Receivable from the Sports Bureau ... — 89,408 44,154 44,107
Other receivables..........c.cccvvvevevinnenn. 37,266 207,305 37,799 64,939
695,364 903,951 392,846 420,115
Non-current portion.............cceeecuuvvnneee. (607,000) (557,176) (264,411) (264,411)
Current portion.........cccceeiviiieeeiiiiieenn. 88,364 346,775 128,435 155,704
Haixi Investment:
As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Prepayments (Note) ......ccccceevvveeeennnee. 608,094 557,901 266,825 266,976
Prepaid land lease payments
(Note 15) v — 9,321 18,529 18,529
DEPOSItS ..eveeeiiieeee et 50,004 40,016 25,539 25,564
Other receivables..........cccccvveervinnnen.. 37,265 207,305 37,799 64,617
695,363 814,543 348,692 375,686
Non-current portion................ccoeeeee. (607,000) (557,176) (264,411) (264,411)
Current portion.........cccceeceeevieeerieeene 88,363 257,367 84,281 111,275

Note: The balances included prepayments for the acquisition of land use rights in Mainland China amounting to
RMB607,000,000, RMB557,176,000, RMB264,411,000 and RMB264,411,000 as at 31 December 2006, 2007 and
2008 and 30 September 2009, respectively.

None of the above assets is either past due or impaired. The financial assets included in the above
balances relate to receivables for which there was no recent history of default.
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20. DUE FROM/TO RELATED PARTIES

An analysis of the balances with related parties is as follows:

The Haixi Group and Haixi Investment:

Due from related parties:
Shareholders..........cccccvveeeviiieeeenee,
Family members of a shareholder..

Due to related parties:
Shareholders........cccoccviiiviieeeeee
Family members of a shareholder ..
Companies controlled by

shareholders........ccccccevviniiininnenn.

As at 31 December

As at
30 September

2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000
48,701 75,585 110,586 —
— 15,820 15,820 —
48,701 91,405 126,406 —
— 105,650 242,479 23,504

— 30,000 30,000 53,320
31,180 127,000 203,150 50,000
31,180 262,650 475,629 126,824

The balances are non-trade in nature, unsecured, interest-free and are repayable on demand. The
carrying amounts of the amounts due from/to related parties approximate to their fair values.

None of the amounts due from related parties is either past due or impaired. The financial assets
included in the above balances relate to receivables for which there was no recent history of default.
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21. CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

The Haixi Group:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Cash and bank balances.................... 203,226 8,383 48,193 174,452
Less: Restricted cash (notes (i)
aNd (i) coeeeereeee e (19,492) (4,698) (45,170) (172,159)
Cash and cash equivalents................. 183,734 3,685 3,023 2,293
Haixi Investment:
As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Cash and bank balances.................... 183,704 1,992 753 163,597
Less: Restricted cash (notes (i)) ....... — — — (162,088)
Cash and cash equivalents................. 183,704 1,992 753 1,509

Notes:

(i) According to a bank loan agreement signed by Haixi Investment with its bank in January 2009, the relevant loan
proceeds were deposited in a specific bank account and can only be used for the payment of property development
costs incurred for a specific project. As at 30 September 2009, such deposits amounted to RMB162,088,000.

(i) Pursuant to a management agreement entered into between the Sports Bureau and Quanzhou Sports Center, the
fund advanced by the Sports Bureau and deposited in the bank account of Quanzhou Sports Center can only be used
for the payments of construction costs and expenditure incurred for the construction of the Facilities. As at 31
December 2006, 2007 and 2008 and 30 September 2009, such deposit amounted to RMB19,492,000,
RMB4,698,000, RMB45,170,000 and RMB10,071,000, respectively.

At 31 December 2006, 2007 and 2008 and 30 September 2009, all the cash and bank balances of
the Haixi Group are denominated in RMB. The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations, the Haixi Group is permitted to
exchange RMB for other currencies through banks authorised to conduct foreign exchange business.
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Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time
deposits are made for a one-week period, and earn interest at the respective short term time deposit
rates. All the bank balances and restricted deposits are deposited with creditworthy banks with no recent
history of default. The carrying amounts of the cash and cash equivalents approximate to their fair

values.

22. TRADE PAYABLES

An aged analysis of the trade payables as at each of the reporting dates during the Track Record

Periods is as follows:

The Haixi Group and Haixi Investment:

As at 31 December

As at
30 September

2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Within 1 year......cccccovveiiiicceeeee — — 12,961 2,343

The trade payables are non-interest-bearing and repayable within one year or on demand.

23. OTHER PAYABLES AND ACCRUALS

The Haixi Group:

As at 31 December

As at
30 September

2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Deposits received ..........ccoeeeeiiiiieeeenne — — — 180
Other payables ........cccccvieeeiieeeeeiies 45,286 150,872 226,629 116,922
Accruals ......coeeeieiiiiiiieee e, — 26 6 5
45,286 150,898 226,635 117,107
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Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Other payables .........ccccocvvivieiiiineennn 25,960 54,009 129,226 61,336
ACCIUAIS .. — 26 6 5
25,960 54,035 129,232 61,341

The carrying amounts of other payables approximate to their fair values.
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The Haixi Group:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Analysed into:
Bank loans repayable:
Within one year or on demand.... — 428,300 182,750 100,000
In the second year..........ccccceeee.. 90,000 40,000 — —
In the third to fifth years,
INCIUSIVE ..cooevvieiiiiie, 40,000 — — 330,000
130,000 468,300 182,750 430,000
Haixi Investment:
As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Analysed into:
Bank loans repayable:
Within one year or on demand .. — 428,300 182,750 —
In the second year..........ccoeeenne 90,000 40,000 — —
In the third to fifth years,
INCIUSIVE ..o, 40,000 — — 330,000
130,000 468,300 182,750 330,000
Notes:

(a) Certain of the Haixi Group’s bank loans are secured by the pledge of certain of the Haixi Group’s land use rights and
properties under development, details of which are disclosed in note 29.

(b) At 31 December 2007 and 2008, the Haixi Group’s short term bank loans with aggregate carrying amounts of
RMB138,300,000 and RMB142,750,000, respectively, were secured by the pledge of time deposits of certain family
members of a shareholder with an aggregate amount of RMB153,670,000.

(c) Except for the short term bank loans of RMB338,300,000, RMB142,750,000 and RMB100,000,000 as at 31
December 2007 and 2008 and 30 September 2009, respectively, which bear interest at fixed rates, all other bank
loans bear interest at floating interest rates.

(d) The carrying amounts of the Haixi Group’s bank loans approximate to their fair values.
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25. DEFERRED TAX

The movements in deferred tax assets during the Track Record Periods are as follows:

The Haixi Group and Haixi Investment:

Tax losses

RMB’000

At 1 January 2006, 31 December 2006 and 1 January 2007 ..........ccceccvveeerncunnnnnn. —
Credited to the consolidated statement of comprehensive income

during the year (NOLE 11) ...ceii e 11,274

Gross deferred tax assets at 31 December 2007 and 1 January 2008.................. 11,274
Credited to the consolidated statement of comprehensive income

during the year (N0 11) ... 15,692

Gross deferred tax assets at 31 December 2008 and 1 January 2009.................. 26,966
Credited to the consolidated statement of comprehensive income

during the period (NOTE 1) i 8,096

Gross deferred tax assets at 30 September 2009 ..........ccooveeiiiiiieei e 35,062

The Haixi Group had unutilised tax losses arising in the PRC of RMB45,096,000, RMB 107,864,000
and RMB140,248,000 at 31 December 2007, 31 December 2008 and 30 September 2009, respectively,
that can be carried forward for five years from the year in which the losses arose for offsetting against
future taxable profits of the tax entity in which the losses arose. Deferred tax assets are recognised for
tax losses carried forward only to the extent that the realisation of the related benefits through the future
taxable profits is probable. The Haixi Group did not recognise deferred tax assets arising in the PRC in
respect of unutilised tax losses of RMB4,432,000 at 30 September 2009 due to the unpredictability of
future profit streams..
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26. PROVISION FOR MAJOR OVERHAULS

Pursuant to the Operating Right Agreement, the Haixi Group has contractual obligations which it
must fulfil as a condition of the Operating Concession. The obligations are (a) to maintain the Facilities
it operates to a specified level of serviceability and (b) to restore the Facilities to a specified condition
before they are handed over to the Sports Bureau at the end of the Operating Concession. These
contractual obligations to maintain or restore the sports and recreation facilities, except for upgrade
element, are recognised and measured in accordance with HKAS 37 Provisions, Contingent Liabilities
and Contingent Assets, i.e., at the best estimate of the expenditure that would be required to settle the
present obligation at the reporting date. The future expenditure on these maintenance and restoration
costs is collectively referred to as “major overhauls”. The estimation basis is reviewed on an ongoing
basis, and revised where appropriate.

The movements in the provision for the major overhauls of the Facilities for the Track Record
Periods are as follows:

The Haixi Group:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
At beginning of year/period ................ — — — 269
Additional provisions.........cccccceevvvvnnnes — — 269 2,610
Increase in a discounted amount
arising from the passage of time
(NOLE 7) e — — — 9
At end of year/period...........cccceeeennnee — — 269 2,888
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27. PAID-UP CAPITAL

28.

RMB’000

At 1.JaNUAIY 20086 ... et e e e e e e e e e e e e e e e e e nnneeeeeeas 430,000

Capital contribution by Shareholders ............eeeiiiiiiiiii e 300,000
At 31 December 2006, 1 January 2007, 31 December 2007, 1 January 2008,

31 December 2008, 1 January 20009 .........ccoouiiiiiiiiiiieiieee et 730,000

Capital contribution by shareholders ...........coooiiiiiiiiii e 270,000

At 30 September 2009.......cooi i e e e 1,000,000

CONTINGENT LIABILITIES

The Haixi Group had the following financial guarantees as at each of the reporting dates during the

Track Record Periods:

The Haixi Group and Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000

Guarantees given to banks
in connection with facilities

granted to:
Shareholders.........ccocoeeviiiiiieeennen. — — 200,000 —
Companies controlled by

shareholders.......cccccceeevieicnnnnnnn. — — 115,000 —
Athird panty......ccccoeevieineee — — 60,000 —

— — 375,000 —

Note: The fair value of the guarantees is not significant and the directors of Haixi Investment consider that the risk of
default in payment is remote, and therefore no provision for the guarantees has been made in the Financial
Information.
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29. PLEDGE OF ASSETS

(a) At each of the reporting dates during the Track Record Period, the following assets of the
Haixi Group were pledged to certain banks for securing the loans granted to the Haixi Group:

The Haixi Group and Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Prepaid land lease payments
(note 15) ceeeeeiiiieeee e — — — 224,960
Properties under development
(note 16) .veveeeiieeeeeeeeee — — — 162,418
— — — 387,378

(b) At each of the reporting dates during the Track Record Period, the following assets of the
Haixi Group were pledged to certain banks for securing the facilities and/or loans granted to
a shareholder, certain companies controlled by shareholders and a third party:

The Haixi Group and Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000

Prepaid land lease payments
(note 15) cueeveeiiiiieeee — — 578,497 —
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30. OPERATING LEASE ARRANGEMENTS
(a) As lessor

The Haixi Group leases part of its land under an operating lease arrangement, with the lease
negotiated for a term of 8 months.

At each of the reporting dates during the Track Record Periods, the Haixi Group had total future

minimum lease receivables under the non-cancellable operating lease with its tenant falling due as
follows:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Within one year........cccccoveeiiieneenne — — — 113

(b) As lessee

The Haixi Group leases its office premises under operating lease arrangements. Leases for office
premises are negotiated for terms of six months to ten years.

At each of the reporting dates, the Haixi Group had total future minimum lease payments under
non-cancellable operating leases falling due as follows:

As at
As at 31 December 30 September

2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Within one year.........cccoooiiiieeennenn. 780 780 912 1,095
In the second to fifth years, inclusive. 3,119 3,119 3,119 3,119
In the sixth to tenth years, inclusive... 3,769 2,989 2,209 1,624
7,668 6,888 6,240 5,838
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31. COMMITMENTS

In addition to the operating lease commitments detailed in note 30(b) above, the Haixi Group had
the following capital commitments at each reporting dates:

The Haixi Group and Haixi Investment:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Contracted, but not provided for:
Capital expenditure for the
acquisition of land use rights....... 554,000 57,410 7,410 7,410
Capital expenditure for properties
under development...........ccc........ 91 4,381 210,509 10,322
Capital expenditure for leasehold
improvements ........cccccovvviiiiinnen. 205 — — —
554,296 61,791 217,919 17,732

32. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed in notes 15, 20, 24, 28 and 29 to the Financial
Information, the Haixi Group had the following material transactions with related parties during the Track
Record Periods.

(a) During the year ended 31 December 2008 and the nine months ended 30 September 2009,
the Haixi Group provided financial guarantees with aggregate amounts of RMB315 million
and RMB50 million, respectively, to certain banks for securing the facilities and/or loans
granted to certain shareholders and companies controlled by certain shareholders. Further
details of the financial guarantees provided to related parties as at each of the reporting dates
during the Track Record Periods are disclosed in note 28 to the Financial Information.

(b) During the year ended 31 December 2008, the Haixi Group pledged certain of its land use
rights to certain banks to secure the facilities and/or loans granted to certain shareholders or
companies controlled by the certain shareholders. Further details of the related assets
pledged as at each of the reporting dates during the Track Record Periods are disclosed in
note 29(b) to the Financial Information.
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33.

(c) During the two years ended 31 December 2007 and 2008, certain family members of a
shareholder have pledged their time deposits with an aggregate amount of RMB153,670,000,
as collateral to banks for new bank loans granted to Haixi Investment. Further details of the
relevant bank loans secured by the pledge of time deposits of certain family members of a
shareholder are disclosed in note 24(b) to the Financial Information.

(d) In the opinion of the directors, the directors of Haixi Investment represented the key
management personnel of the Haixi Group. Further details of the compensation of key
management personnel of the Haixi Group are set out in note 9 to the Financial Information.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Haixi Group’s principal financial instruments comprise interest-bearing bank loans, amounts

due to related parties, and cash and short term deposits. The main purpose of these financial
instruments is to raise finance for the Haixi Group’s operations. The Haixi Group has various other
financial assets and liabilities such as other receivables and trade and other payables, which arise
directly from its operations.

The main risks arising from the Haixi Group’s financial instruments are market risk, interest rate

risk, foreign currency risk, credit risk and liquidity risk. The directors review and agree policies for
managing each of these risks and they are summarised below.

Market risk

The Haixi Group’s assets are predominantly in the form of prepaid land lease payments and
properties under development. In the event of a severe downturn in the property market, these
assets may not be readily realised.

Interest rate risk

The Haixi Group’s income and operating cash flows are substantially independent of changes
in market interest rates. Other than deposits held at banks, the Haixi Group does not have
significant interest-bearing assets. Restricted deposits were held at banks in the PRC at the same
savings rate of unrestricted deposits throughout the Track Record Periods. The Haixi Group’s
exposure to the risk of changes in market interest rates relates primarily to the Haixi Group’s bank
borrowings with floating interest rates. The Haixi Group has not used any interest rate swaps to
hedge its exposure to interest rate risk, and will consider hedging significant interest rate risk should
the need arise.
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The following table demonstrates the sensitivity to a reasonably possible change in interest
rates, with all other variables held constant, of the Haixi Group’s profit/loss before tax. There is no
material impact on other components of the Haixi Group’s equity.

Increase/(decrease)
Increase/(decrease) in profit/loss

in basis points before tax
RMB’000
Year ended 31 December 2006
RMBi....eee e 150 (1,950)
RIMB . ..ot (150) 1,950
Year ended 31 December 2007
RIMB. ..o 150 1,950
[ 1YL= 7 (150) (1,950)
Year ended 31 December 2008
[ 1YL= 7 150 600
RIMBi... e (150) (600)
Period ended 30 September 2009
RIMBi... e 150 4,950
BB (150) (4,950)

Foreign currency risk

The Haixi Group mainly operates in Mainland China with most of its monetary assets,
liabilities and transactions principally denominated in RMB. Foreign currency risk arising from
future commercial transactions from operations and borrowings which are denominated in
currencies other than the functional currency of the Haixi Group is considered minimal.

Credit risk

The credit risk of the Haixi Group’s financial assets, which mainly comprise cash and short
term deposits, other receivables and amounts due from related parties, arises from default of the
counterparty, with a maximum exposure equal to the carrying amounts of these instruments.
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Liquidity risk

Due to the capital intensive nature of the Haixi Group’s business, the Haixi Group ensures that
it maintains sufficient cash and credit lines to meet its liquidity requirements. The Haixi Group’s
objective is to maintain a balance between continuity of funding and flexibility through the use of
bank loans and advances from related parties. In the opinion of the directors of Haixi Investment,
the Company will provide continual financial support to the Haixi Group and the Haixi Group
expects to have adequate sources of funding to finance the Haixi Group and manage its liquidity
position.

The maturity profile of the Haixi Group’s financial liabilities as at each of the reporting dates
during the Track Record Periods, based on the contractual undiscounted payments, was as follows:

The Haixi Group:

As at 31 December 2006

Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 8,190 96,773 41,260 146,223
Financial liabilities included in
other payables and accruals .. 45,286 — — 45,286
Due to related parties ................ 31,180 — — 31,180
84,656 96,773 41,260 222,689
As at 31 December 2007
Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 439,766 41,512 — 481,278
Financial liabilities included in
other payables and accruals .. 150,872 — — 150,872
Due to related parties ................ 262,650 — — 262,650

853,288 41,512 — 894,800
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As at 31 December 2008

Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 187,211 — — 187,211
Trade payables .........ccocceeeennne. 12,961 — — 12,961
Financial liabilities included in
other payables and accruals .. 226,629 — — 226,629
Due to related parties ................ 475,629 — — 475,629
902,430 — — 902,430
As at 30 September 2009
Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 120,518 17,820 335,940 474,278
Trade payables .........cccoeveennnne 2,343 — — 2,343
Financial liabilities included in
other payables and accruals .. 116,922 — — 116,922
Due to related parties ................ 126,824 — — 126,824
366,607 17,820 335,940 720,367
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Haixi Investment:

As at 31 December 2006

Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 8,190 96,773 41,260 146,223
Financial liabilities included in
other payables and accruals .. 25,960 — — 25,960
Due to a subsidiary.........ccc........ 299,166 — — 299,166
Due to related parties ................ 31,180 — — 31,180
364,496 96,773 41,260 502,529
As at 31 December 2007
Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 439,766 41,512 — 481,278
Financial liabilities included in
other payables and accruals .. 54,009 — — 54,009
Due to a subsidiary .........ccc........ 300,000 — — 300,000
Due to related parties ................ 262,650 — — 262,650
1,056,425 41,512 — 1,097,937
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As at 31 December 2008

Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 187,211 — — 187,211
Trade payables .........ccocceeeennne. 12,961 — — 12,961
Financial liabilities included in
other payables and accruals .. 129,226 — — 129,226
Due to a subsidiary.................... 300,000 — — 300,000
Due to related parties ................ 475,629 — — 475,629
1,105,027 — — 1,105,027
As at 30 September 2009
Within one In the third to
year or on In the second fifth years,
demand year inclusive Total
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans ....... 17,820 17,820 335,940 371,580
Trade payables .........ccoccveeeennnnee 2,343 — — 2,343
Financial liabilities included in
other payables and accruals .. 61,336 — — 61,336
Due to a subsidiary.................... 390,095 — — 390,095
Due to related parties ................ 126,824 — — 126,824
598,418 17,820 335,940 952,178

Capital management

The Haixi Group’s objectives for managing capital are to safeguard the Haixi Group’s ability
to continue as a going concern in order to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Haixi Group may adjust the amount of
dividends paid to shareholders, return capital to shareholders or obtain funding from shareholders.
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The Haixi Group monitors capital on the basis of debt-to-adjusted capital ratio. This ratio is
calculated based on net debt and adjusted capital. Net debt is calculated as total interest-bearing
bank loans (as shown in the consolidated statements of financial position) less cash and cash
equivalents (including restricted cash). Adjusted capital comprises all components of equity (i.e.,
paid-up capital and reserves), and includes the net amounts due to related parties. The Haixi Group
aims to maintain a debt-to-adjusted capital ratio of not exceeding 100%.

The debt-to-adjusted capital ratios as at 31 December 2006, 2007 and 2008 and 30
September 2009 were as follows:

As at
As at 31 December 30 September
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Interest-bearing bank loans
(NOte 24) . 130,000 468,300 182,750 430,000
Less: Cash and bank balances
(note 21) e, (203,226) (8,383) (48,193) (174,542)
Net debt.......iiiiiiiiie (73,226) 459,917 134,557 255,548
EQUItY ..o 739,905 703,811 649,403 886,483
Add: Amounts due to related
parties (note 20) ..........cccueeeeee. 31,180 262,650 475,629 126,824
Less: Amounts due from related
parties (note 20).........cccveeeee. (48,701) (91,405) (126,406) —
Adjusted capital...........ccceueeneeee. 722,384 875,056 998,626 1,013,307
Debt-to-adjusted capital ratio..... N/A 52.6% 13.5% 25.2%
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lll. FINANCIAL STATEMENTS AFTER THE REPORTING PERIOD

No audited financial statements have been prepared by Haixi Investment or its subsidiary in respect
of any reporting period after 30 September 2009.

Yours faithfully,

Ernst & Young
Certified Public Accountants
Hong Kong
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