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CHAIRMAN’S STATEMENT
E RS

Dear Shareholders,

On behalf of the board of directors of Talent Property Group
Limited (the “Company”), | am pleased to present the audited
consolidated financial report of the Company and its subsidiaries
as at 31 December 2012.

OPERATING RESULTS

The consolidated revenue for 2012 amounted to approximately
HK$1,020 million (2011: HK$696 million) with a loss attributable
to the owners of the Company of HK$668 million (2011: loss of
HK$963 million).

The accounting treatment of non-cash finance costs and fair value
changes on convertible notes as part of the consideration of the
real estate business acquired by the Company in 2010 and the
recognition of costs of sales of real estate projects, in accordance
with relevant accounting principles, had brought negative effect to
the consolidated financial statements of 2011 and 2012. During
the year, the PRC government did not relax its control policies on
the real estate market. The tightened liquidity in the PRC was
alleviated at the end of the year, which was favourable to the
financing, project pre-sale and the pace of delivery and
construction of the Group. However, facing uncertainties such as
stringent real estate market control by the PRC government, the
Group prudently made provisions for impairment loss of existing
real estate projects. Since the commencement of hotel operation
for over a year, it had recorded rapid sales growth. Yet, it failed to
record net profit after deducting depreciation, amortisation and
financial costs. Whereas, the electronic products business
continued to record loss after tax.
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REVIEW AND OUTLOOK FOR THE REAL ESTATE
BUSINESS

As the speculation in the development of the Hainan International
Tourist Island diminished, the overall house prices in the Hainan
real estate market further declined. With a significant increase in
supply, most of the residential projects boosted sales by lowering
prices. The Group continued the sales promotion of Yuhaiwan
project in the face of intense competition and delivered units in
the second half year to customers’ satisfaction. The pre-sale of
Swan Bay project commenced at the beginning of the year to
maintain the liquidity of the project for further development.
Considering the mid- to long-term market outlook of the Hainan
real estate market, the Group decided to sell the two projects in
December 2012 and January 2013, respectively, so as to allocate
resources to its real estate business in Guangzhou which showed
strong demand and great market potential.

In 2012, sales activities of the real estate market of first-tier cities
in China were lacklustre at first but slowly recovered in June as
the local government reduced required reserve ratio and
benchmark interest rate for deposits and loans and relaxed the
restrictions on housing funds. In early November 2012, the
National People’s Congress of the PRC ended up without much
change on the policy front, and since then market sentiments
have vividly turned positive with strong underlying demand
releasing, which was backed up by the rapid availability of home
mortgages from commercial banks.

While the general public was expecting house prices to further
increase, the State Council of the PRC promulgated five new
policies to regulate the real estate market on 20 February 2013.
The policies included new measures aimed at streamlining
property price accountability system, regulating speculative
property investments, increasing commodity housing and land
supply, accelerating the construction of affordable housing and
tightening market control. On 1 March 2013, the PRC central
government introduced specific rules to further tighten property
market control when house prices were expected to soar. Those
measures included levying income tax on property owners who
sold their houses to second-hand buyers and increasing the down
payment and interest rate for loans of second home purchasers.
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CHAIRMAN’S STATEMENT
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Although Guangzhou has been one of the first-tier cities subject
to stringent austerity measures on the real estate market, the
basic demand in the area remained strong. In response to
challenges brought by the new austerity measures, we will put
more efforts in expediting the development and pre-sale of Xintian
Banshan (South Lake Village Phase Il). The project is located in
South Lake in Baiyun, Guangzhou, which is a scenic area
characterised by hills and the lake since ancient times. It enjoys
the rare sight of Baiyun Mountain and the natural resources of
South Lake. Accentuating the grandeur of the project is a height
difference of 118 meters along the valley of the mountain. Within
20-minute driving distance from Tianhe district of Guangzhou, the
project is set in a tranquil environment in proximity to prosperous
areas. We have full confidence in this project.

In addition, the Group will concentrate on the development of
urban renewal projects which are supported by the local
community and the government and are less susceptible to the
austerity measures on the real estate market. We jointly developed
Forest Hill (Linhe Cun Rebuilding Project), the redevelopment
project of a well-known old village in Guangzhou, with Sun Hung
Kai Properties Group. The pre-sale of the project commenced in
December 2012. The result is encouraging as most of the pre-
sale units were sold within a short period of time. Building on the
successful experience of the Linhe Cun Project, we are working
on other city redevelopment projects, with a target to obtain the
consent from residents and the approval from relevant
government authorities within the year.

Taking into account the above prospects, the Board will focus its
resources allocation on the development of its real estate
business in Guangzhou.

REVIEW AND OUTLOOK FOR HOTEL BUSINESS
Since the opening of Hilton Guangzhou Tianhe of the Group in
2011, the brand has been well-received by the local community
and has recorded remarkable operating results. However,
competition has become more intense as a number of worldwide
well-known hotel brands have commenced or planned to shortly
commence operation in Tianhe. Furthermore, the new session of
government has tightened control over government spending and
hospitality provided to government officials which will adversely
affect the future revenue of the hotel industry.

QOur hotel properties are of high market values. However, we may
only secure sufficient net operating cash inflow to meet our
financing need and obtain net profit after depreciation,
amortisation and financing costs through long-term operation and
commitment. As such, the Group may consider selling its hotel
properties and business if there is an attractive acquisition offer so
as to concentrate resources on its real estate business.
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ELECTRONIC PRODUCT BUSINESS

In recent years, the manufacturing industry has encountered
various challenges, such as increasing public awareness on
environmental protection, rising labour cost and number of labour
accidents, higher production and distribution cost and volatile
foreign exchange market. Despite the commitment of the
management of the Company to maintain its business scale and
market share, only insignificant benefit was achieved over the
years. As such, the Group will disinvest in this business when
necessary to relocate more resources to its real estate business.

In general, in spite of the challenges in the operating environment,
the Group is planning to adopt various measures, such as
business restructuring, streamlining loss-making business and
capturing opportunities to acquire new projects with growth
potential, for ensuring its long-term sustainable growth and
improving Shareholders’ value.

APPRECIATION

On behalf of our board of directors, | would like to take this
opportunity to thank our Shareholders, customers, banks and
business partners for their trust and support and all our employees
for their hard work and dedication. The Company and our board
of directors will continue to enhance the integrated
competitiveness of the Group and prudently seek opportunities
for development, so as to ensure a steady growth of the results of
the Group and create value for our Shareholders and the
community.

Ng Pui Keung
Chairman and Executive Director
PRC Hong Kong

28 March 2013
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BUSINESS AND FINANCIAL REVIEW
S5 e Yk 5 ol

The principal activity of Talent Property Group Limited (the
“Company”) is investment holding.

On 10 December 2010 (the “Completion Date”), the Company
completed the acquisition of Talent Central Limited which, through
its subsidiaries, holds interests in various real estate projects in
the PRC (the “Previous Acquisition”). Since then, the Company
and its subsidiaries (collectively “the Group”) are engaged in the
business of (i) property development, investment and
management, (i) hotel operation, (i) design, manufacture, sale of
electronic products and trading of commodities and equity
investments.

REVENUE AND GROSS PROFIT

The revenue and gross profit of the Group for the year ended 31
December 2012 amounted to HK$1,020.1 million and HK$113.3
million respectively. These represent increases of 46.5% and
44.1%, respectively, as compared with last year.

Property development, investment and management
During the year, revenue of HK$503.8 million (2011: HK$296.8
million) was recorded from our property development business. Of
which, HK$446.4 million and HK$41.9 million were attributable to
the delivery of resident units of Yuhaiwan (£/8/&) in Haikou in
second half of the year and sales of villas of Shangyu Garden (=
Z7EE) in Guangzhou. In last year, revenue was mainly
attributable to sales of substantially all our car parking spaces in
Guangzhou.

Whereas, rental income reduced significantly to HK$17.4 million
(2011: HK$28.2 million) in current year after the disposal of
substantially all the commercial units of Dongmingxuan (58 15 #F)
in early 2012. The Group also commenced the property
management business and a revenue of HK$15.6 million was
recorded.

A gross profit of HK$15.6 million (2011: HK$20.6 million) and
overall gross profit margin of 2.9% (2011: 6.3%) were recorded
from property development, investment and management in the
current year. After considering the acquisition cost from Previous
Acquisition, subsequent development cost as well as provision for
impairment loss, Yuhaiwan only recorded a minimal gross profit
and profit margin. Reduction of rental income in current year also
contributed to lower gross profit margin.
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BUSINESS AND FINANCIAL REVIEW

Hotel operation

Our international luxury brand hotel, Hilton Guangzhou Tianhe (&
PN KT 7 K % FRUEE 15 ) (the “Hotel”), commenced operation in
August 2011. Our hotel brand name has got more and more local
recognition. Despite the keen market competition, we recorded
gross revenue of HK$184.6 million from room rentals, food &
beverage and other ancillary services. We had achieved an
average room rate of approximately RMB790 (2011: RMB930)
per room night and an average occupancy rate of 55% during the
year (2011: 29%). A gross profit of HK$36.6 million was recorded
as compared to HK$2.9 million in 2011.

Business of electronic products, trading of
commodities and equity investments

During the year, we recorded revenue of HK$298.8 million as
compared to HK$318.9 million in 2011. It was primarily due to the
reduction of sales made in North America and Europe where
economy was stagnant. Although the sales was reduced, we sold
products with better margin and transferred part of the increased
manufacturing cost in PRC to customers. As a result, gross profit
margin of our manufacturing business improved to 20.5% in 2012
(2011: 17.2%).

DISTRIBUTION COSTS

During 2012, distribution expenses amounted to HK$56.7 million
(2011: HK$33.8 million). Of which, HK$50.3 million (2011:
HK$26.6 million) and HK$6.4 million (2011: HK$7.2 million) were
attributable to the property businesses and business of electronic
products, respectively. Distribution expenses included
advertisement, marketing facilities and promotion expenses
incurred for Yuhaiwan and Swan Bay Garden (X#5/&) in Hainan
as well as pre-launch expenses incurred for Xintian Banshan (371x
#11) (South Lake Village Phase Il) (381U 280) in Guangzhou.
Whereas, distribution costs of the business of electronic products
decreased slightly with the reduction of its sales.

ADMINISTRATIVE AND OTHER OPERATING
EXPENSES

Administrative and other operating expenses increased by 10.1%
to HK$300.3 million in 2012. Of which, HK$123.7 million (2011:
HK$117.0 million), HK$105.2 million (2011: HK$87.4 million) and
HK$71.4 million (2011: HK$68.4 million) were attributable to the
property businesses, hotel business and business of electronic
products respectively. Increase of administrative expenses of
property businesses was mainly due to recruitment of more staff,
increased business development expenses, rental & office
overhead, bank charges and larger resources deployed in the
pre-sale projects. Whereas, administrative expenses of electronic
business were relatively stable. The significant increase of
administrative expenses of our hotel business was primarily a
result of full-year charge of amortization of land cost and
depreciation against the hotel premise. The Hotel was opened in
August 2011.
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BUSINESS AND FINANCIAL REVIEW
S5 B Yk 5 ol

LOSS ON DISPOSAL OF INVESTMENT
PROPERTIES

In order to preserve more resources for the projects under
development, we sold nearly all the commercial units of
Dongmingxuan during the year. A total gross proceed of
HK$523.8 million was recorded. Taking into account the direct
business tax and renovation cost, a loss on disposal of HK$32.8
million was recorded.

SHARE OF LOSS OF AN ASSOCIATE

We partnered with Sun Hung Kai Properties Group in carrying out
the Linhe Cun Rebuilding project (AR EZEIEE ). It is a high-
end residential project at the CBD of Tianhe District of Guangzhou
City and is just next to the Guangzhou terminus of the
Guangzhou-Kowloon Through Train. During the year, the Group’s
share of loss of this 30% owned project company amounted to
HK$9.2 million (2011: HK$3.1 million).

IMPAIRMENT LOSS AND FAIR VALUE CHANGES
ON PROPERTIES PORTFOLIO

Under the “home-purchase restricted” environment and reduced
transaction volume in 1-tier cities in PRC, huge supply in the
Haikou City, reference to their costs from Previous Acquisition
and the latest revaluation as well as our internal re-assessment of
prospect of our properties portfolio, provision for impairment
losses of HK$290.2 million and HK$152.6 million have been made
in 2012 against our properties under development and for sale in
Guangzhou and Haikou, respectively. Regarding our investment
properties, a revaluation surplus of HK$2 million was recorded
from a house held in Hong Kong. However, such surplus was
offset by a net deficit of HK$6.5 million resulted from the
revaluation of commercial units of Tianlun Garden (X&) and
Shangyu Garden and contracted value of remaining commercial
units of Dongmingxuan in Guangzhou. Whereas, a revaluation
surplus of HK$61.3 million was recorded by comparison of
valuation and net book value of the hotel premise. All the above
revaluation was conducted by an independent qualified valuer.

FAIR VALUE CHANGES ON DERIVATIVE
FINANCIAL INSTRUMENT

According to applicable accounting standards, the fair value of
the derivative component of the convertible notes issued by the
Company for Previous Acquisition has to be re-measured. The
Company'’s right to redeem the convertible notes before its
maturity date represents this derivative component. Its fair value
will vary with its unexpired period to maturity, outstanding face
value as well as the Company’s share price and its volatility. A fair
value deficit of HK$69.4 million (2011: HK$26.6 million) was
recorded in the year after re-assessment conducted by a
professional independent qualified valuer.
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BUSINESS AND FINANCIAL REVIEW

FINANCE COST

Imputed finance cost totaling HK$164.0 million (2011: HK$159.6
million) was arising from the convertible notes and promissory
notes issued for the Previous Acquisition. During the year,
increased borrowing had been made to fund the projects under
development. As a result, finance costs from bank and other
borrowings (before capitalization) increased to HK$132.8 million
(2011: HK$107.0 million).

TAXATION

During the year, a tax credit of HK$166.9 million was recorded
(2011: HK$217.6 million). It was primarily the results of reversal of
previously deferred tax provided led by revaluation deficit of our
properties portfolio and over-provided land appreciation tax.

LOSS FOR THE PERIOD ATTRIBUTABLE TO
OWNERS OF THE COMPANY

As a result of reduced unfavourable fair value changes and
provision for impairment losses against our properties portfolio,
loss attributable to owners of the Company was reduced from
HK$963.4 million in 2011 to HK$667.5 million in 2012.

PROSPECT

The US economy has been showing signs of recovery this year
and the Japanese economy appears to be bottoming out due to
a weakening yen. However, the underlying problems of the
weaker Eurozone countries have not gone away. Liquidity brought
by various quantitative measures intensified the risks of inflation,
currency volatility and asset bubbles. The overall outlook of the
global economy remains uncertain.

Following the smooth transition of the new leadership in China, it
is generally believed that the government policy will remain largely
unchanged. A new wave of infrastructure investments and
stimulus on domestic consumptions will be initiated to offset the
negative impacts that brought by weakened foreign trade and
property cooling measures against the economic development.
As a result, the economy in PRC is expected to maintain a steady
growth through 2013.
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PROSPECT (Continued)

The “New National Five Measures” has been launched in early
March 2013. This demonstrates the PRC government’s overall
policy that stance on the property market will remain firm in the
near to medium term. In view of the tightening measures and
huge supply in Hainan province, the Group had entered into
agreements to dispose all its property projects in Haikou. Despite
Guangzhou is one of the first-tier cities that also subject to
onerous control measures, we believe its internal demand is
strong enough to maintain the momentum of home purchases in
the future. We will tackle the challenges by putting extra efforts
and resources to speed up the construction of its project under
development, Xintian Banshan (South Lake Village Phase Il) and
launch its pre-sale very soon. Meanwhile, the new Chinese
leadership has reiterated its commitment to urbanization. Building
on the Group’s successful experience from the Linhe Cun
Rebuilding Project, the Group is working towards other city
redevelopment projects and targeting to obtain crucial progress in
2018.

The Group is considering to divest its investment in electronic and
hotel business segments in order to reserve more resources for
the property development sector which we believe it can bring
long term sustainable growth and increase the Shareholders’
value.
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BUSINESS AND FINANCIAL REVIEW

PORTFOLIO OF PROPERTIES

As at 31 December 2012, the Group’s properties and projects on

hand are shown in the table below:

SE 5 e Y 5 1ol B

YEEE
—E——F+-A=+—H AEENREME
MIERHIIR T

Investment properties BREYHE
Lease term Gross floor Percentage
of land area (sq.m.) interest
Project and address Purpose TiEE BEEEE EREI
1HE Kbt A HAR (F75K) %
Commercial units of Tianlun Garden, Commercial  Medium 15,050 100%
Nos. 17-29 Jianshe Si Ma Lu, [EES H A
Yuexiu District, Guangzhou City,
Guangdong Province, the PRC (“Tianlun Garden”)
B R R A BN T M S I AR O 5 B 1729 5%
KatE ([ RfeEE ) 2 mAEL
Commercial units of Shangyu Garden, Commercial  Medium 2,198 100%
No. 45 Tianhe Road, Yuexiu District, [EES Fh R
Guangzhou City,
Guangdong Province, the PRC (“Shangyu Garden”)
Fp B BR A M T LSS = R0 B 45 5%
FEGEE( PREE D 2 mAEA
House No. 52, Casa Marina Il Residential Medium 151" 100%
No. 1 Lo Ping Road, Tai Po *=E A Hj
New Territories, Hong Kong
EETiR
NIHEFR 1R

ERE #5285 [F

* Being saleable area excluding the bay window and ancillary areas.

RTIEEEARWBEEE L HERTE -
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Completed properties held for sale BIEHEZECERTYE
Percentage
interest
Gross floor %
area* (sq.m.) s
Project and address HIEEmEE* Bok
HA Ribit (EHXK) %
(Note)
(M5E)
Residential units of 11,876 100%
South Lake Village Phase I, Tonghe Road,
Baiyun District, Guangzhou City,
Guangdong Province, the PRC
(VRIS
AR A RN T
HE & R
A LU 5 28 — B
ZEEEN
Residential units of Shangyu Garden 2,700 100%
(VRN
FEREZEEEN
Car parking spaces of Dongming Xuan, Tianlun Garden and N/A 100%
Shangyu Garden TEA
I m
RISH - RfafeE R EBEE 2B
Residential and commercial units of Yuhaiwan, 51,855 63.2%
Yuhaiwan Haisheng Road,
Xiuying District, Haikou City,
Hainan Province, the PRC**
(VRN
FEgEEEOM
#HE S RE RS
ZEEREEBH
Car parking spaces of Yuhaiwan** N/A 63.2%
I NEGE 2 B N3

*

ok

It represents the area ready for sale as at 31 December 2012.

As at 25 January 2013, the Group entered into an agreement for the disposal
of entire 63.2% equity interest in Hainan Honglun Properties Limited. This
disposal was subject to shareholders’ approval. As such, the relevant
completed properties held for sale is shown as “Assets classified as held for
sale” in the consolidated statement of financial position.

Talent Property Group Limited e #RibESEBEGRE A A
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Properties under development

BUSINESS AND FINANCIAL REVIEW
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EdELEYES

Planned Percentage
GFA interest

Site area (sq.m.) %
(sq.m.) HE f#  Stage of Expected
Project and address HMBEE LEEEE Bak cor'(lpletion completion date
BB Rt (FHEK) (FHK) % RAKE BHEIAM
South Lake Village Phase I, 118,102 98,418 100%  Under development 2014
Tonghe Road, Baiyun District, B —T-F
Guangzhou City, Guangdong Province,
the PRC
WIS =]
HEEREEMNT R ERRME
Linhe Rebuilding Project 57,793 400,000 30%  Under development 2014
Tianhe District, B —T-F
Guangzhou City, Guangdong Province,
the PRC
MM ERIEE
HEEREBEMNTRTE
Swan Bay Garden South of 199,539 239,447 25%  Under development 2014
Qiongzhou Bridge, Qiongshan District, R —E-mF
Haikou City, Hainan Province,
the PRC**
X184
HEgREEAT
8L IEN KA AR
* It represents GFA for residential, commercial & communal usage and ~ * RET BAERXHARBRMEFESME - HERE
basement car park. [E
* As at 20 December 2012, the Group entered into an agreement for the - ZE—CZHFFTZRAHAH AKEF S —HHEEE
disposal of entire 25% equity interest in Hainan White Horse Swan Bay e A BRIBEEXBRARN2E25% K - K
Garden Properties Limited. As at the year end date, this disposal was not yet FERAH  HEMRTHK - RILABERTYERES
completed, as such, the relevant properties under development is shown as BEMRARINAR [DERFHELE 2 EE] -

“Assets classified as held for sale” in the consolidated statement of financial

position.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group’s total assets as at 31 December 2012 were
approximately HK$8,526.4 million (31 December 2011:
approximately HK$8,182.3 million) which were financed by the
total equity and total liabilities (including convertible notes and
promissory notes) of approximately HK$865.6 million (31
December 2011: approximately HK$1,488.4 million) and
approximately HK$7,660.8 million (31 December 2011:
approximately HK$6,693.9 million) respectively.

The directors consider the Group will have sufficient working
capital for its operations and financial resources for financing
future investment opportunities in suitable business ventures.

The Group borrowings were all denominated in Renminbi. Bank
balances and cash were mainly denominated in Hong Kong
Dollars, United States Dollars and Renminbi. As at 31 December
2012, there were no outstanding forward contracts in foreign
currency committed by the Group that might involve it in
significant foreign exchange risks and exposures.

CAPITAL STRUCTURE

On 10 December 2010, convertible notes and promissory notes
in principal amount of HK$3,100 million and HK$160 million
respectively were issued as part of the consideration for the
Acquisition. The Group’s gearing ratio then computed as total
debts over total assets was approximately 89.8% as at 31
December 2012 (31 December 2011: 81.8%). As at 31 December
2012, bank borrowings which includes the loans classified in
liabilities associated with assets held for sales were amounted to
RMB1,490.0 million (2011: RMB991.3 million) carried interest rate
varied in accordance with the base rate of People’s Bank of
China. Whereas other borrowings amounted to RMB408.8 million
(2011: RMB306.2 million) and RMB8.2 million (2011: RMB160.9
million) carried fixed interest rate and interest free respectively.
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BUSINESS AND FINANCIAL REVIEW

EXPOSURE TO FOREIGN EXCHANGE

The revenue of the Group is mainly denominated in Hong Kong
Dollars, United States Dollars and Renminbi, and the cost of
production and purchase are mainly denominated in Hong Kong
Dollars, United States Dollars and Renminbi. Therefore, the Group
is not exposed to any other material foreign currency exchange
risk. An average rate and a closing rate of HK$1.22575: RMB1
and HK$1.241: RMB1, respectively, were applied on
consolidation of the financial statements for the year ended 31
December 2012.

CHARGES ON ASSETS

As at 31 December 2012, certain assets which includes assets
classified as held for sale of the Group with an aggregate amount
of approximately HK$5,034.9 million (31 December 2011:
HK$4,967.4 million), represented by properties under
development of approximately HK$2,328.2 million (31 December
2011: HK$2,457.2 million), completed properties held for sale of
approximately HK$683.1 million (31 December 2011: Nil)
investment properties of approximately HK$321.2 million (31
December 2011: HK$808.5 million), property, plant and
equipment of approximately HK$596.9 million (31 December
2011: HK$571.5 million) and land use right of approximately
HK$1,105.5 million (31 December 2011: HK$1,130.2 million),
were pledged to secure general banking facilities.

NUMBERS AND REMUNERATION OF
EMPLOYEES

As at 31 December 2012, the Group had approximately 1,875 (31
December 2011: 1,800) employees, with about 1,819 in the
Mainland China, 54 in Hong Kong and 2 in Macau. All employees
are remunerated based on industry practice and in accordance
with prevailing labor law. In Hong Kong, apart from basic salary,
staff benefits including medical insurance, performance related
bonus, and mandatory provident fund would be provided by the
Group.

There has been no change to the terms of the share option
scheme adopted by the Company on September 2002 which
was expired during the year. No new share options were granted
during the current year. No share option was exercised during the
year and the outstanding share options granted to the directors
and employees were also expired during the year.

CAPITAL COMMITMENT AND CONTINGENT
LIABILITIES

Details of the capital commitment and contingent liabilities are set
out in note 42 and 45 respectively to the consolidated financial
statements.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

W R MBATPLA B 2 B

EXECUTIVE DIRECTORS

Mr. NG Pui Keung — Director, aged 44, is the Chairman of the
board of directors, responsible for business development and
project investment, and is also the head of the urban rebuilding
development research center. Mr. Ng obtained his bachelor
degree in international relations from Meiji Caikuin University,
Japan. Mr. Ng is a member of commissary of the people’s political
consultative conference of Liwan District, Guangzhou City. He has
over 15 years of experience in the property development industry.
He was the general manager of business development
department in Talent Holdings Limited and was responsible for
finalising the cooperation with the manager of the Hotel. He was
also involved in the negotiation leading to the cooperation and
financing of the Linhe Rebuilding project. Prior to that, he worked
for Asset Managers (Asia) Co., Ltd. (Japan) focusing on property
investment for approximately 10 years. He joined the Group in
December 2010.

Mr. YOU Xiaofei — Director, aged 49, is the vice president of
the Group, responsible for the financial, treasury and tax
management of PRC property development projects. Mr. You
obtained his bachelor degree in accounting from Jinan University.
He is a qualified accountant in the PRC and has over 25 years of
experience in finance and management. He was a director,
deputy general manager and chief financial officer of Heilongjiang
Tianlun Real Estate Development Co., Ltd, a listed company in
the PRC engaging in property development, investment and
mining, from 11 November 2006 to 1 September 2010. Prior to
that, he worked in various companies in Hong Kong and the PRC
engaging in property development, manufacturing and tourism.
He joined the Group in December 2010.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. LO Wai Hung — Director, aged 52, obtained a bachelor
degree in Commerce from James Cook University of North
Queensland, Australia. Mr. Lo is an associate member of Institute
of Chartered Accountants in Australia and a fellow member of
Hong Kong Institute of Certified Public Accountants. Mr. Lo is an
independent non-executive director of Shandong Weigao Group
Medical Polymer Company Limited (stock code: 1066) and an
independent director of China Merchant Property Development
Co. Ltd. (stock code: 24), which are listed on The Stock Exchange
of Hong Kong Limited and Shenzhen Stock Exchange,
respectively. Mr. Lo was an independent non-executive director of
Ngai Lik Industrial Holdings Limited (stock code: 332) during the
period from May 2011 to January 2013. Mr. Lo joined the Group
in February 2011.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Ms. PANG Yuen Shan Christina — Director, aged 38,
graduated from City University of Hong Kong in 1995 and
obtained a Bachelor of Law with Honors (LL.B.), she also obtained
a Master of Laws in International & Commercial Laws (LL.M) from
City University of Sheffield, UK in 1996, a Postgraduate Certificate
in Laws (PCLL) from City University of Hong Kong in 1997 and is
qualified as a practicing solicitors since September, 1999 and has
been in private practice during the period from 1999 to 2000 and
from 2007 to date. Ms. Pang was an in-house legal counsel with
the Young Champion Group between April 2000 and September
2002. Ms. Pang is currently acting as the inhouse legal counsel of
Waldorf Group since September, 2006. She is now also a
consultant lawyer of Tso Au Yim Yeung, a solicitors firm in Hong
Kong. Ms. Pang is an independent non-executive director of Dejin
Resources Group Company Limited (stock code: 1163) and
Speedy Global Holdings Limited (stock code: 540) since May
2011 and January 2013, respectively. Ms. Pang was an
independent non-executive director and an executive director of
New Smart Energy Group Limited (stock code: 91) during the
period from August 2009 to September 2009 and during the
period from September 2009 to June 2011, respectively. Ms.
Pang joined the Group in January 2012.

Mr. CHAN Chi Mong, Hopkins, aged 55, is the founder member
of the Institute of Leadership and Management, U.K.. Mr. Chan
has over twenty years’ experiences in finance and management.
He served as the vice president and associate director of Dean
Witter Reynolds (H.K.) Ltd., and the executive director of Silver
Grant International Finance Ltd. He is the president of Chengdu
Arkian Scientific Research Ltd. He is the supervisor of Hong Kong
Pui Ching Middle School, and Hong Kong Pui Ching Primary
School. In social service, he is the board chairman of Baptist Oi
Kwan Social Service. He is an independent non-executive director
of Pacific Online Limited (stock code: 543) since May 2012. There
is a service agreement for a term of 2 years commencing on 31
January 2013 and Mr. Chan is entitled to a director’s fee of
HK$180,000 per annum, which is based on the prevailing market
conditions and his roles and responsibilities.

SENIOR MANAGEMENT

Mr. YU Xiaoyong, aged 39, is the vice president of the Group,
responsible for project investments of the Group. He obtained his
bachelor degree in applied-geophysics exploration from
Changchun University of Geology and a master degree in
business and administration from Sun Yat-Sen University. He is
responsible for the acquisition and development of all existing
properties projects of the Group. Prior to that, he worked in a
property development company and was responsible for project
technology management and cost control for about seven years.
He joined the Group in December 2010.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

W R MBATPLA B 2 B

Mr. YAU Tak Wah, Paul, aged 57, is the founder of the
electronic division of the Group and is primarily responsible for
strategic planning of the division. He holds a bachelor of science
degree in mechanical engineering and has more than 25 years’
experience in the electronics industry.

Ms. LOUIE Mei Po, aged 45, is responsible for business
investment and development of the electronic, investment and
loan financing businesses of the Group. Ms. Louie holds a
master’s degree in Business Administration and a bachelor’s
degree in Social Science from the Chinese University of Hong
Kong. She has over 15 years’ experience in business investment
and development. She joined the Group in February 2000.

Ms. LIU Yee Nee, aged 47, is responsible for finance of the
electronic, investment and loan financing businesses of the
Group. Ms. Liu holds a master degree of Business Administration
from the Hong Kong University of Science & Technology and is a
member of The Chartered Institute of Management Accountants,
The Hong Kong Institute of Certified Public Accountants, The
Association of Chartered Certified Accountants, The Institute of
Chartered Secretaries & Administrators and The Hong Kong
Institute of Company Secretaries and has over 22 years
experience in the field of accounting and management. She joined
the Group in August 2007.

COMPANY SECRETARY

Mr. LEE Wai Kuen, aged 39, is the Company Secretary and
Chief Financial Officer of the Company. He is responsible for the
supervision of financial reporting, internal control, corporate
governance affairs of the Company. Mr. Lee holds a bachelor
degree in accountancy from the Hong Kong Polytechnic
University. He is a Certified Public Accountant (Practising) of the
Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants.
Mr. Lee had worked in an international firm of certified public
accountants and had held company secretary and senior financial
positions in various companies listed in the Hong Kong Stock
Exchange. Mr. Lee joined our Group in May 2011.
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CORPORATE GOVERNANCE REPORT

The board of directors (the “Board”) of the Company is committed
to ensuring high standards of corporate governance in the
interests of shareholders and devotes effort to identifying and
formalising best practices. The Company has applied the
principles and the code provisions as set out in the Code on
Corporate Governance Practices (the “Code”) contained in
Appendix 14 of the Listing Rules.

THE BOARD

To protect and enhance shareholder value, the Board acts with
integrity and due care for the best interests of the Company and
its shareholders. The Board is collectively responsible for
leadership and for promoting the success of the Company by
directing and supervising its affairs. Leading the Group in a
responsible and effective manner, the Board adopts formal terms
of reference which detail its functions and responsibilities,
including, but not limited to, ensuring competent management,
approving objectives, strategies and business plans and
monitoring integrity in the Company’s conduct of affairs.
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The attendance of individual Directors at meetings of the

Company during the financial year ended 31

December 2012,

was as follows:

HE-Z——F+-_A=1+—HUEVERFE @
MEERARAGHRZILFERMT

Number of attendance*/meetings held in 2012

HERH R-B-—FET283

Annual
General
Audit Remuneration Nomination Meeting
The Board Committee Committee Committee [
EExe EHZEg FMEEE REZEEE BFEAE
Executive Director #{TE%
Mr. Ng Pui Keung (Chairman of the Board)** 6/6 N/A 1/1 11 1/1
mmgks (FFELE)" TEHA
Mr. You Xiaofei* 6/6 N/A 11 11 1/1
LERTE TER
Independent non-executive Director
BIYEHTES
Mr. Lo Wai Hung** 6/6 2/2 1/1 11 1/1
ERERE
Ms. Pang Yuen Shan, Christina* 6/6 2/2 11 11 11
(appointed on 31 January 2012)
gt (R_E——F-A=+—HEZE)
Mr. Chan Chi Mong, Hopkins N/A N/A N/A N/A N/A
(appointed on 31 January 2013) TE R TNEH TE M TEA TNEH
MeBhE(RZE—=F—A=+—HEZM)
Mr. Cheung Chung Leung, Richard*™* 3/6 1/2 1/1 11 1/1
(resigned on 31 January 2013)
RHERAE*(RZE—=F—A=1+—HET)
Mr. Ng Wai Hung (resigned on 31 January 2012) 0/6 0/2 01 0/1 0/1

REREE RZE——FE—A=+—HFT)

*

ok

The Directors can attend meetings in person, by phone or through other
means of electronic communication in accordance with the Company’s
Articles of Association.

During the year ended 31 December 2012, each of these Directors
participated in seminars and conferences as well as reading newspapers,
journals and updates relating to the economy, general business, real estate
or Directors’ duties and responsibilities, etc. The Group also continuously
updates the Directors on the latest developments regarding the Listing Rules
and other applicable regulatory requirements.

Currently, the Company does not appoint chief executive officer.
In view of the operation of the Group, the Board believes that the
present structure of the Board will provide a strong leadership for
the Group to implement prompt decisions and to formulate
efficient strategies, which is for benefits of the Group.
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Moreover, the day-to-day operation of the Group’s businesses
are shared among those executive directors and the management
of the Company. Therefore, there should be a clear division of the
responsibilities at the board level to ensure a balance of power
and authority, so that power is not concentrated in any one
individual.

Together with a balanced of skill and experience for the business
of the Group, a balanced composition of executive and
independent non-executive director of the Board shall exercise
effective independent judgment. Currently, the Board comprises
of five directors, of which two are executive directors, namely Mr.
Ng Pui Keung (“Mr. Ng”) and Mr. You Xiaofei (“Mr. You”) and three
independent non-executive directors, namely Mr. Lo Wai Hung
(“Mr. Lo”), Ms. Pang Yuen Shan, Christina (“Ms. Pang”) and Mr.
Chan Chi Mong, Hopkins.

As at 31 December 2012, the Company has three independent
non-executive directors namely Mr. Cheung Chung Leung,
Richard (“Mr. Cheung”), Mr. Lo. and Ms. Pang. Mr. Cheung was
not appointed for any specific fixed term and Mr. Lo and Ms.
Pang were appointed for the term of two years. On 31 January
2018, Mr. Cheung resigned and Mr. Chan was appointed as an
independent non-executive director for a term of two years
commencing on that date and subject to retirement and re-
election in accordance with the bye-laws of the Company. In
accordance with the bye-laws of the Company, at each annual
general meeting of the Company one third of the directors shall
retire from office by rotation. The Board considers that sufficient
measures will be taken to ensure the corporate governance
practices of the Company are not less exacting than those in the
Code A4.1 and 4.2.

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

The management is obliged to supply the Board with adequate
information in a timely manner to enable the members to make
informed decisions and to discharge their duties and
responsibilities. Each director has separate and independent
access to the Group’s senior management to acquire more
information and to make further enquiries if necessary.
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BOARD COMMITTEES

The Board has established three committees, namely, the
Nomination Committee, Remuneration Committee and Audit
Committee, for overseeing particular aspects of the Board and
the Company’s affairs. All Board committees are established with
defined written terms of reference which are available to
shareholders on the Company’s website. The Board committees
are provided with sufficient resources to discharge their duties
and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the
Company’s expense.

NOMINATION COMMITTEE

A nomination committee of the Company had been established
by the Board with written terms of reference with effect from 31
January 2012. The nomination committee comprises two
executive directors and three independent non-executive
Directors. The nomination committee is chaired by Mr. Ng. The
principal duties of the Nomination Committee include, but are not
limited to, making recommendations to the Board on the
structure, size and composition of the Board and relevant matters
relating to the appointment or re-appointment of Directors and
succession planning for Director and assessing the independence
of independent non-executive Directors. The Nomination
Committee met once during the year ended 31 December 2012
o review the above matters.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

A remuneration committee of the Company had been established
by the Board with written terms of reference with effect from 31
January 2012. The remuneration committee comprises two
executive directors and three independent non-executive
Directors. The remuneration committee is chaired by Ms. Pang.
The remuneration committee is responsible for assisting the
Board in achieving its objective of attracting and retaining
Directors and senior management of the highest caliber and
experience needed to develop the Group’s business successfully.
The remuneration committee is also responsible for the
development of a fair and transparent procedure in determining
the remuneration policies for the Directors and senior
management of the Company and for recommendation to their
remuneration packages. During the year ended 31 December
2012, the Remuneration Committee met once to review the above
matters.

Before the establishment of the remuneration committee, there
was no remuneration committee in the Board. The Board
conducted an informal assessment of the individual director’s
contribution so that no director decides his or her own
remuneration and their remuneration has been relatively stable in
the past years.

All employees are remunerated based on industry practice and in
accordance with the prevailing labour law. In Hong Kong, apart
from basic salary, staff benefits include medical insurance,
performance related bonus and mandatory provident fund would
be provided by the Group.
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ACCOUNTABILITY AND AUDIT

The Board is responsible for the preparation of the financial
statements of the Company and the Group. In preparing the
financial statements, the Board has adopted Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants that are relevant to its operations.

The Board was not aware of any material uncertainties relating to
events or conditions that might cast significant doubt upon the
Group’s ability to continue as a going concern, the Board has
prepared the financial statements on a going concern basis.

AUDIT COMMITTEE

The audit committee comprises three independent non-executive
directors (the “Audit Committee”) and reports to the board of
directors. A written terms of reference with effect from 31 January
2012 had been established. The Audit Committee meets the
external auditors at least once a year to discuss any areas of
concerns during the audits without the presence of the
management. During the year, the Audit Committee reviewed the
adequacy and effectiveness of the internal control systems and
focused not only on the impact of the changes in accounting
policies and practices but also on the compliance with accounting
standards, the Listing Rules and the legal requirements in the
review of the Company’s interim and annual reports.

For the year ended 31 December 2012, the fees paid/payable to
the auditor of the Company in respect of the audit services and
non audit services in 2012 were amounted to approximately
HK$1.3 million and HK$0.56 million respectively.

INTERNAL CONTROL

The Board, through the Audit Committee, has reviewed the
effectiveness of the Group’s internal control system covering all
material controls, including financial, operational and compliance
controls, risk management functions and adequacy of training,
resources, qualifications and experience of staff of accounting and
financial reporting functions.

DELEGATION BY THE BOARD

The Board is responsible for determining the overall strategy and
corporate development and ensuring the business operations are
properly monitored. The Board reserves the right to decide all
policy matters of the Group and material transactions. The Board
delegates the day-to-day operations to general managers and
department heads who are responsible for different aspects of the
operations of the Group.
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COMMUNICATION WITH SHAREHOLDER AND
INVESTOR RELATIONS

The Company believes in regular and timely communication with
shareholders as part of its efforts to help shareholders understand
its business better and the way the Company operates. To
promote effective communication with the public at large, the
Company maintains a website (http://www.760hk.com) on which
comprehensive information about the Company’s major
businesses, financial information and announcements, annual and
interim reports and shareholders circulars are being made
available.

All shareholders of the Company are given at least 20 clear
business days’ notice of the date and venue of the annual general
meeting. According to the Listing Rules, the Board will conduct
voting at the forthcoming annual general meeting by vote.

By-law 58 of the company’s bye-laws provides that any
shareholder holding not less than 10% of the paid up capital of
the company can deposit a requisition to the principal place of
business of the company in Hong Kong with the attention to the
board or the company secretary of the company to require a
special general meeting to be called by the board for the
transaction of any business specified in such requisition.

The Board is endeavour to maintain an on-going dialogue with
shareholders. The chairman of the Board, chairman of the Audit
Committee, chairman of the remuneration committee and
chairman of the nomination committee, or in their absence, other
members of the respective committees and the auditor of the
Company, are available to answer any queries that shareholders
may have in the annual general meeting.

Shareholders are provided with contact details of the Company,
such as telephone number, fax number, email address and postal
address, in order to enable them to make any query that they may
have with respect to the Company. They can also send their
enquiries to the Board through these means. In addition,
shareholders can contact the Computershare Hong Kong Investor
Services Limited, the share registrar of the Company, if they have
any enquiries about their shareholdings and entitlements to
dividend.

During the year, there is no change to the Company’s
constitutional documents.

MODEL CODE FOR SECURITIES TRANSACTIONS
The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules for directors’ securities
transactions. Having made specific enquiries of all directors of the
Company, they have confirmed that they complied with required
standard set out in the Model Code throughout the accounting
period covered by the annual report.
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PRINCIPAL ACTIVITIES

The Company is an investment holding company. Details of the
principal activities of the principal subsidiaries and associate are
set out in notes 18 and 19 to the consolidated financial
statements. Its subsidiaries are principally engaged in the (i)
property development, investment and management in the
People’s Republic of China (“PRC”); (i) the hotel operation; (iii) the
design, development, manufacture and sale of electronic
products; (iv) the trading of listed equity investments and
commodities; and (v) the provision of loan financing.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales of the Group’s five largest
customers accounted for 20.3% (2011: 30.7%) of the total sales
for the year and sales to the largest customer included therein
amounted to 8.9% (2011: 12.6%) of the total sales. Purchases of
the Group’s five largest suppliers and contractors accounted for
54.9% (2011: 51.7%) of the total purchases for the year and
purchases from the largest supplier and contractor included
therein amounted to 19.7% (2011: 44.8%) of the total purchases.

As far as the directors are aware, neither the directors, their
associates (as defined in the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”)) nor those shareholders (which, to the knowledge
of the directors, own more than 5% of the Company’s issued
share capital) had any interest in the Group’s five largest
customers or suppliers.

RESULTS

The results of the Group for the year ended 31 December 2012
are set out in the consolidated statement of comprehensive
income on pages 36 to 37.

DIVIDEND
The Directors do not recommend the payment of a final dividend
for the year ended 31 December 2012 (2011: Nil).

RESERVES

Details of movements in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity on pages 44 to 45 and note 41 to
the consolidated financial statements respectively.
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SUBSTANTIAL INVESTMENT AND ACQUISITION
Other than the addition of property, plant and equipment, there
was no substantial investment and acquisition during the year. On
10 December 2010, the Group has completed the acquisition of
Talent Central Limited and its subsidiaries. Details of the
acquisition had been set out in the circular to the shareholders
dated 29 October 2010.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements during the year in the share options and
share capital of the Company are set out in notes 37 and 40 to
the consolidated financial statements.

In 2010, convertible notes of principal amount of HK$3,100 million
were issued as part of the consideration for the acquisition of
Talent Central Limited and its subsidiaries (details of which were
set out in the circular to shareholders dated 29 October 2010).

FIXED ASSETS
Details of the movements during the year in the investment
properties and property, plant and equipment of the Group are
set out in notes 15 and 16 respectively to the consolidated
financial statements.

BORROWINGS
Particulars of borrowings of the Group as at 31 December 2012
are set out in note 33 to the consolidated financial statements.
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FINANCIAL SUMMARY
Consolidated Results
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Year ended 31 December
BZE+=-ZA=+—HILEE

prior year adjustments arising from recognition of deferred taxation in respect
of revaluated investment properties that have been presumed to be
recovered through sale in accordance with the amendments to HKAS 12
“Income Taxes”.

2012 2011 2010 2009 2008
—E—C-F Z2——F ZT-TF ZTTNEF ZTITNF
HK$’000 HK$'000 HK$’000 HK$’'000 HK$'000
FET FHET FHET FHET FHT
(restated)”  (restated)”
(&)~ (&%)~
Revenue e 1,020,139 696,385 409,402 294,199 366,266
(Loss)/profit before BRATS T AT (51R),
income tax S (919,638) (1,358,863) 358,244 (7,998)  (169,892)
Income tax credit/(expenses) Fri&fi#E &,/ () 166,899 217,628 398 (388) (10,181)
(Loss)/profit for the year [ (f518), /% F (752,739) (1,141,235) 358,642 (8,386)  (180,073)
Attributable to: TH AT
Owners of the Company KATER A (667,526) (963,367) 359,521 (8,386) (167,748)
Non-controlling interests IRV (85,213) (177,869) (879) — (12,325)
(752,739) (1,141,235) 358,642 (8,386)  (180,073)
Consolidated Assets, Equity and Liabilities HREEE RBRERERE
As at 31 December
R+=—A=+-—H
2012 2011 2010 2009 2008
=B-——F T —% ZT-TF ZTTNF ZTT/\F
HK$’000 HK$'000 HK$ 000 HK$'000 HK$'000
FET FHET FHT FHET FAET
(restated)”  (restated)*
(&5)~ (&)~
ASSETS BE
Non-current assets ERBEE 2,926,626 3,328,158 3,396,285 73,500 69,885
Current assets mENEE 5,699,735 4,854,136 5,462,937 724,053 794,720
8,526,361 8,182,294 8,859,222 797,553 864,605
LIABILITIES aE
Current liabilities e =R 3,677,805 2,656,800 1,806,942 55,5692 113,182
Non-current liabilities JEmEBE 3,982,961 4,037,104 4,755,321 2,199 3,063
7,660,766 06,693,904 6,562,263 57,791 116,245
EQUITY R
Attributable to: THATFES
Owners of the Company ViN/NEIET =N 479,037 1,021,181 1,705,745 739,762 739,461
Non-controlling interests eI R 386,558 467,209 591,214 — 8,899
Total Equity R 865,595 1,488,390 2,296,959 739,762 748,360
* The figures for the years 2010 and 2011 have been restated to reflect the BN _F-FTER_F—FZHBUARRBAEFEZ

HE - ARREZANRETBEHENE 125 M5
Bil ZAERT SRR A 18 & Bl 2 B IR A Y % M g
RIRIERIIA ©
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REPORT OF THE DIRECTORS
B

DIRECTORS
The directors of the Company during the year and upto the date
of this report were as follows:

Executive Directors:
Mr. NG Pui Keung (Chairman)
Mr. YOU Xiaofei

Independent Non-executive Directors:
Mr. LO Wai Hung
Ms. PANG Yuen Shan, Christina (appointed on 31 January 2012)
Mr. CHAN Chi Mong, Hopkins (appointed on 31 January 2013)
Mr. NG Wai Hung (resigned on 31 January 2012)
Mr. CHEUNG Chung Leung, Richard

(resigned on 31 January 2013)

In accordance with the Company’s bye-laws, all of the directors
are subject to retirement by rotation and re-election. Accordingly,
Mr. You Xiaofei, Mr. Lo Wai Hung and Mr. Chan Chi Mong,
Hopkins will retire by rotation and, being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 18 to 20
of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of independent non-executive directors, had entered into a
service contract with the Company for a term of two years and
each of these contracts is subject to termination by either party
giving not less than 1 month’s written notice.

Apart from the foregoing, no director proposed for re-election at
the forthcoming annual general meeting has a service contract,
which is not determinable by the Company within one year
without payment other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

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

COMPETING INTERESTS

None of the directors or the management shareholders of the
Company or any of their respective associates (as defined in the
Listing Rules) had any business which was considered to
compete or was likely to compete with the businesses of the
Group.
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REPORT OF THE DIRECTORS

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2012, none of the Directors nor the chief
executive of the Company had registered any interest or short
position in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Future Ordinance (the
“SFO”)) which would have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken
or deemed to have under such provisions of SFO), or which were
required to be and are recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as is known to the Directors or chief executives of the
Company, as at 31 December 2012, the interests or short
positions of substantial shareholders (other than Directors or the
chief executives of the Company) in the shares or underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
SFO or were recorded in the register required to be kept by the
Company under Section 336 of SFO were as follows:

A

EERTRARRNA QD ASEMAB X
léﬁﬁ HEROREEE 2ERR
=

REZB-—ZF+-A=+t—H ARREENRIT
BAAHB RS R A AR R M ARREE (IR
Er B EMN (T RBAEERD D EXVEEZ
W) Z BRI Bt - ARBERR D EEE 2 sk
AR (BRESFREEZ S GIE B IR
BARERA 2 ERLER)  MARBESFK
HEGPIEXVEET7 X8 HEBMA LN A REZ
P AR ERIRIERE 7 R BB GG 5 352 165
EARRFEZECMESRIBIREST AEA
ENNSIPSE RN

FERRRAQAFARMD RAARKR G 25
mRER

BARREEHITRARMAN R-_T——F
T-A=1+—B ZTEBRR(FRREEFRITH
BELRIN) RAR B I AR HEEREE
HREERAIEXVEBE2 KR35 FEARAR
TH%WEWETF B 55 M HIE (5 5 336 1547 TE AN
REFEZELMT o EREREIAT -

Percentage of

Number of Number of the Company’s
ordinary underlying issued
Name Note shares held shares interest share capital
HAXRE#T
=L k3 BHEZERYEE MHBEROERHAE RAEBDL
Winspark Venture Limited 1 829,509,340 — 25.69%
Talent Trend Holdings Limited 2 — 7,196,515,152 222.89%
Top Rich Limited 3 — 1,151,515,151 35.67%
Notes: liogs3
(1) The entire issued share capital of Winspark Venture Limited is directly, 1) Winspark Venture Limited 2 28 2 2 1T AZ R R FRIR BA S0 4
beneficially and wholly owned by Mr. Chan Yuen Ming. HE  Bak2ERR -
@ The entire issued share capital of Talent Trend Holdings Limited is directly, @) Talent Trend Holdings Limited & #F 2 2 /TR A 3k =08
beneficially and wholly owned by Mr. Zhang Gao Bin. LEEE BEnkE2EHEA -

Q) The entire issued share capital of Top Rich Limited is held by Top One
Limited, which is directly, beneficially and wholly owned by Mr. Choi Chiu Fai,
Stanley.

) Top One Limited ¥ 7 Top Rich Limited 2 & &2 %‘é T
7 - T Top One Limited JYRESEABSE A E#EE Bk D
LA -
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B

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its
Subsidiaries a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws and there is no restriction against such
rights under the laws of Bermuda, which would oblige the
Company to offer new shares on a pro-rata basis to its existing
shareholders.

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

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

CONNECTED AND RELATED PARTY
TRANSACTIONS

Details of the connected and related party transactions are set out
in note 46 to the consolidated financial statements.

CORPORATE GOVERNANCE
The Company’s Corporate Governance Report is set out on
pages 21 to 26 of the annual report.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of
Securities on the Stock Exchange. The Company considers all of
the independent non-executive directors are independent.
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REPORT OF THE DIRECTORS
B

CONTINUING CONNECTED TRANSACTIONS FEREXRS
There is no continuing connected transaction. RATRWEFFEMERS o
SUFFICIENCY OF PUBLIC FLOAT EHNBREFRE

As at the date of this report, the Company has maintained the — RAREBE - IRIBEAQAF A ARESZER KL
prescribed public float under the Listing Rules, based on the 1EARQARIEEZMA - ARG —E&E FHRAIAMA
information that is publicly available to the Company and within ~ $§F 2 AR = -

the knowledge of the Company’s directors.

EVENTS AFTER THE REPORTING PERIOD WEHREER

Details of significant events occurring after the reporting period &G HIE B ENE AN SHE LB HNE S M EBRE
are set out in note 50 to the consolidated financial statements. MIEE50 ©

AUDITORS BB A

A resolution will be tabled in the forthcoming annual general BBEBEHESAMEEMAR QR AEKRDFIZ
meeting to re-appoint Messrs. Cheng & Cheng Limited as  ZEI 7 R # R A EERFBFASRED o
auditors of the Company.

On behalf of the Board REREZE

NG Pui Keung TE

Chairman {h5m

PRC Hongkong, 28 March 2013 FEES —Z—=%F=A-+/\H
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INDEPENDENT AUDITORS’ REPORT
8 A Yl 5k

CHENG & CHENG LIMITED
CERTIFIED PUBLIC ACCOUNTANTS
BMEHEERAERAT
BEGTHED

To the members of Talent Property Group Limited
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Talent
Property Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 36 to
172, which comprise the consolidated and Company’s
statements of financial position as at 31 December 2012, the
consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda, and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.
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INDEPENDENT AUDITORS’ REPORT

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

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2012 and of the Group’s loss and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Cheng & Cheng Limited
Certified Public Accountants (Practising)
Hong Kong, 28 March 2013

Cheng Hong Cheung
Practising Certificate number P0O1802
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

A 2T BN B

(For the year ended 31 December 2012) (HE =T —=—F+-A=+—HIFE)

2012 2011
—E——F —E——4F
Notes HK$’000 HK$'000
P& FHET FHET
(restated)
(&%)
Revenue W= 6 1,020,139 696,385
Cost of sales SHERA (906,807) (617,739
Gross profit EF 113,332 78,646
Other revenue and net income Habes RN F58 7 60,830 50,860
(Loss)/gain on disposal of investment HEREYE
properties (B518) Wk (32,818) 11,239
Loss on disposal of available-for-sale HEAHNEeHERE
financial assets d 5t (403) -
Fair value changes on investment properties 1% &M% AT EEF) (4,451) (569,666)
Fair value changes on revaluation of building ZEft1EF A F{EE S 61,254 (206,792
Impairment loss of property, plant YE - BE MR
and equipment BB = (62,968)
Impairment loss of completed properties BIENEZERT
held for sale and properties under M RERPYIZE
development DERI=N g (442,772) (699,681)
Fair value changes on derivative financial PHESR T AN FEZS
instruments (69,428) (26,573)
Distribution costs 2 EHRA (56,717) (33,835)
Administrative and other operating expenses 1T & Efth & & 53 % (300,326) (272,833
Share of loss of an associate DL R EE B (9,243) (3,110)
Finance costs BB A 8 (238,896) (234,150)
Loss before income tax MRFTSBAIE 1B 9 (919,638) (1,358,863)
Income tax credit FristiE e 12 166,899 217,628
Loss for the year FEER (752,739) (1,141,235)
Other comprehensive income Hitb2mEUWBA
Share of exchange difference of an associate 71k 8 A & X Z %8 5,451 26,494
Fair value changes on revaluation of EEBREEFRIS
factory buildings and workshop N EEE 3,492 7,546
Deficit on available-for-sale At ECREE
financial assets &4 = (1,066)
Deferred tax charged to revaluation reserve 5+ A E (4 #E 2 EIEF 1A (693) (4,732)
Realisation of change in fair value upon HEMHTEESREER
disposal of available-for-sale financial assets A E#EHEIR 262 -
Exchange gain on translation of HMEGINERS 2 BT R ER
financial statements of foreign operations 2 P H W as 21,135 154,810
Other comprehensive income FEHMEZEKA
for the year 29,647 183,052

36 Talent Property Group Limited e #RibESEBEGRE A A



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
By 2 HOA

(For the year ended 31 December 2012) (BEZE =T —=—F+-A=+—HIFE)

2012 2011
—E-CF —T——1F
Notes HK$’000 HK$’'000
B aE FHET T
(restated)
(%)
Total comprehensive loss FELHERHARE
for the year (723,092) (958,183)
Loss attributable to: THANLELERE
Owners of the Company VIN/NEIE ZEDN 13 (667,526) (963,367)
Non-controlling interests FEPERR = (85,213) (177,868)
(752,739) (1,141,235)
Total comprehensive loss THALEAZE
attributable to: EEAE
Owners of the Company KAREAA (642,441) (809,598)
Non-controlling interests eI (80,651) (148,585)
(723,092) (958,183)
Basic loss per share for BMADTHEE ARG
loss attributable to the owners of FEEEZ
the Company during the year SREXRER 14 (21.84 cents #&flll) (37.90 centsi&1ll)
Diluted loss per share for BAAREE AEWN
loss attributable to the owners of FEEEZER
the Company during the year wEEE 14 N/A R iE A N/A i A
Annual Report 2012 %
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A BN LR

(As at 31 December 2012) (R—E——F+—-_A=+—H)

As at
As at 31 December 1 January
+=B=+-H —A—H
2012 2011 2011
—E--F —E——fF —T——F
Notes HK$’000 HK$'000 HK$'000
Bz FTERx FHT FHIT
(restated) (restated)
(8%1)) (8%1))
ASSETS AND LIABILITIES BERERE
Non-current assets *RBEE
Investment properties REM%E 15 434,465 927,516 1,146,409
Property, plant and equipment ME  BENEE 16 676,548 696,372 587,317
Leasehold land and land use rights FAE 3 o (s A4 17 1,113,821 1,138,761 1,119,384
Interests in an associate N—EBE R A En 19 700,036 562,772 539,388
Deferred product development costs BICERRARAA 20 395 616 751
Available-for-sale financial assets AHYESREE 21 1,361 2,121 3,036
2,926,626 3,328,158 3,396,285
Current assets REEE
Leasehold land and land use rights FE LK L R AE 17 252 252 252
Financial assets at fair value through profit 2R AFELEB R AR 2
or loss EREE 22 3,995 5,577 7,172
Properties under development KRR 23 1,644,653 3,225,400 3,017,941
Completed properties held for sale BEHEZER T 24 377,446 482,931 902,593
Inventories FE 25 34,142 36,229 48,000
Trade receivables e BR X 26 36,234 61,989 104,093
Prepayments, deposits and other ENRIE - Re kM
receivables FEU TR IE 27 1,060,286 712,909 589,221
Tax recoverable AR B8 2,301 3,357 14
Restricted cash SREEE 28 - 5,153 16,273
Cash and cash equivalents RekBLEEY 29 169,945 320,339 777,378
3,329,254 4,854,136 5,462,937
Assets classified as held for sale DEEBEHEZEE 30 2,270,481 - -
5,599,735 4,854,136 5,462,937
Current liabilities =R
Trade payables R R 31 (58,697) (86,303) (58,721)
Accruals and other payables JEZTE R R R ZIE 32 (982,779) (1,270,979 (1,420,025)
Provision for tax IR B S (242,851) (251,375) (298,578)
Borrowings a5 33 (586,098) (1,048,088 (29,577)
Obligations under finance lease BMEHERIE 34 (62) 5 ) @ )
Promissory notes EHER 39 (170,040)
(2,040,527)  (2,656,800)  (1,806,942)
Liabilities associated with assets DEARIELEZEEN
classified as held for sale HEaE 30 (1,637,278) - -
(3,677,805) (2,656,800  (1,806,942)
Net current assets RBEEFE 1,921,930 2,197,336 3,655,995
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A3 WBOIR UL

(As at 31 December 2012) (R=ZF—=F+=-A=+—H)

As at
As at 31 December 1 January
t=A=+-H —A—H
2012 2011 2011
—E--F —T——F —T——F
Notes HK$’000 HK$'000 HK$'000
Bz FTERx FHT FHIT
(restated) (restated)
(8%1)) (8%1))
Total assets less current liabilities HEERABER 4,848,556 5,525,494 7,052,280
Non-current liabilities FREBEE
Provision for long service payment RERG S HE 35 (1,816) (2,160) (2,160)
Deferred tax liabilities EEFIEE & 36 (729,428)  (1,112,431)  (1,310,592)
Borrowings B3 33 (1,110,330) (744,208) (1,325,658)
Obligations under finance lease BB EAE 34 (184) (218) -
Convertible notes DELIES 38 (2,141,203) (2,025,995  (1,981,639)
Promissory notes EHER 39 - (152,092) (135,272)
(3,982,961)  (4,037,104)  (4,755,321)
Net assets EEFE 865,595 1,488,390 2,296,959
EQUITY B
Share capital &N 40 12,915 11,215 8,991
Reserves =4 41 466,122 1,009,966 1,696,754
Equity attributable to the owners of PAYNSIE 2PN Y aE
Company 479,037 1,021,181 1,705,745
Non-controlling interests PR RE RS 386,558 467,209 591,214
Total equity A 865,595 1,488,390 2,296,959
Ng Pui Keung You Xiaofei
10558 RER
Director Director
EF EF
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STATEMENT OF FINANCIAL POSITION

S BOIR BL

(As at 31 December 2012) (R—E——F+—-_A=+—H)

2012 2011
—F—=F T
Notes HK$’000 HK$’'000
5T FET FHET
ASSETS AND LIABILITIES EERAERE
Non-current assets FRBEE
Property, plant and equipment Yz - BB MR 16 2 3
Interests in subsidiaries SCIEYNEIPA $a 18 = -
2 3
Current assets REEE
Amounts due from subsidiaries A = NGIE S 18 2,637,858 3,322,527
Prepayments, deposits and other FANFIE - R hEM
receivables JE U FR A 27 171 479
Tax recoverable AR e A 14 14
Cash and cash equivalents HeRIRESZEY 29 3,390 3,692
2,641,433 3,326,712
Current liabilities REBEE
Accruals and other payables JERT BB R E M R 32 (1,802) (1,933)
Amounts due to a subsidiary JE AT Ff /BB 2 B R T8 18 (3,055) -
(4,857) (1,933)
Net current assets FREBEEFE 2,636,576 3,324,779
Total assets less current liabilities HEERRBARG 2,636,578 3,324,782
Non-current liability FRBAE
Provision for long service payment REBRRTS © B 35 = (230)
Convertible notes GIEdiiE 38 (2,141,203) (2,025,995)
(2,141,203)  (2,026,225)
Net assets EEZFE 495,375 1,298,557
EQUITY s
Share capital [N 40 12,915 11,215
Reserves i 41 482,460 1,287,342
Total equity A 495,375 1,298,557
Ng Pui Keung You Xiaofei
fH538 RER
Director Director
EF EE
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CONSOLIDATED STATEMENT OF CASH FLOWS
AR Bl AR

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2012 2011
—E-=fF —E——%
Notes HK$’000 HK$’000
B 3T FER FHET
(restated)
(&%)
Loss before income tax BrFTS R AR 1B (919,638) (1,358,863)
Adjustments for: THEE -
Interest income on financial assets carried REHEKAANR 2 2/
at amortised costs BEFBWA 7 (1,470) (2,837)
Loss on disposal of available-for-sale HEAHNESHERE
financial assets pd 3 403 -
Dividend income from listed investments FHREZBREMA 7 - (10)
Loss/(gain) on disposal of investment HEREMERE/
properties (U zs) 32,818 (11,239)
Fair value changes on revaluation of building ~ E{H1EF AT EE (61,254) 206,792
Fair value changes on investment properties &Y% AT EZH) 4,451 59,666
Fair value changes on derivative financial PESRIANFEE
instruments 69,428 26,573
Interest income on loan to an associate BYHENRIERZ
FEUA 7 (27,136) -
Impairment loss of property, plant and ME -« BB REE
equipment R EEE - 62,968
Impairment loss of completed properties FEREZERT
held for sale and properties under L EYNEIL LY ES
development BEEE 442,772 599,681
Share of loss of an associate DR E N REE 9,243 3,110
Unrealised loss on financial assets at fair BAFEKLEZARY
value through profit or loss EREERFRER 9 1,582 1,595
Finance costs =N 8 238,896 234,150
Depreciation on property, plant and Yz - BB MEETE
equipment
— Owned assets —BBREE 9 83,844 34,774
— Leased assets —HEEE 9 58 50
Loss on disposal of property, plant and HEME  HWENMKRE
equipment ol 5t 9 - 539
Loss on written off of property, plant and s - RE R ERE
equipment 2 [E518 9 281 267
Amortisation of leasehold land and land B HEE N i
use rights {FE AR 9 35,977 35,631
Amortisation of capitalised deferred BIHE MR Em
product development costs B 25 Ak 2K 563 720
Provision for slow moving inventories T ERE 9 1,820 2,588
Provision for impairment of B R EWR R FORE
trade receivables recognised B 9 1,862 84
Reversal of provision for impairment of JFE UK BR TR (B B A )
trade receivables (84) -
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CONSOLIDATED STATEMENT OF CASH FLOWS

R AT S

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2012 2011
—E-=fF —E——%
Notes HK$’000 HK$’000
= FHT FAT
(restated)
(&%)
Operating cash flow before working capital EEEREPF L KE
changes RenE (85,584) (103,761)
Decrease in inventories FER D 267 9,183
Increase in properties BRPYERBIELE
under development and Z BRI
completed properties held for sale (391,749) (887,478)
Decrease in trade receivables FEUR AR FURL 23,977 42,020
Increase in prepayments, deposits and TERTFRIE ~ R R EAM
other receivables FE MW R I 18 A0 (310,093) (436,196)
Increase in trade payables FEA BR SRIE AN 165,957 27,582
Increase in accruals and JEET B A KA M ER
other payables SRIEEAN 235,075 948,728
Decrease in other payables attributable HEKEMER
to disposal of investment properties M8~ R R MGRIE
and subsidiaries iz 8 (396,039) -
Decrease in provision for long service R EARRTS & B ER
payment (344) -
Cash (used in)/generated from KEER (TR, Fs
operations ZHEE (758,533) 100,078
Land appreciation tax paid B R ER (76,202) (27,619
Income tax paid AT (29,830) (73,102)
Net cash used in operating activities REEBAAZRSTFRE (864,565) (643)
Cash flows from investing activities REEKZHERE
Purchase of property, plant and equipment BEYE  BMENMEKEG (70,230) (250,355)
Purchase of investment properties g £ 8=8/ES = (13,865)
Additions to deferred product development ISR JE = T A B AR AN
costs (342) (585)
Proceeds from disposal of property, plant HEWE  BENERE
and equipment FriS30A = 400
Proceeds from disposal of investment HEKREMEMSHE
properties 500,166 241,113
Proceeds from disposal of available-for-sale ~ HE&R[{tHESREE
financial assets FrisskiB 634 -
Payment for acquisition of subsidiaries EFWENB ARG IR
in previous year = (540,000
Proceeds from disposal of subsidiaries HEMBARASHIE 105,615 -
Further investment in an associate REE R RINE—PIRE (152,830) -
Deposits paid for purchase of property, WEEME - BE R &E
plant and equipment Fiftizs® (621) -
Interest received BUHE 1,470 2,837
Dividend received EAL S = 10
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CONSOLIDATED STATEMENT OF CASH FLOWS

(For the year ended 31 December 2012) (&

MABl e R

TR F T+ A=T—HIFEE)

2012 2011
—B——fF —E——fF
Notes HK$’000 HK$’000
B 3T FER FHET
(restated)
(&%)
Net cash used in investing activities REXKFTAZRESFE 383,862 (560,445)
Cash flows from financing activities MEEKZHERE
Proceeds from bank loans IRITERFTSHIA 794,240 921,749
Repayment of bank loans EERITER (163,460) (502,039)
Proceeds from other unsecured loans H AR B TS FE 127,359 -
Repayment of other unsecured loan EEHEMERKFER (183,867) (358,939)
(Increase)/decrease in restricted cash SR BIE S (3G), W (178,523) 11,120
Finance costs RBbE A (54,483) (74,513)
Capital contribution from non-controlling B B A A 2 FEIER%
interests of a subsidiary EREE - 24,580
Proceeds from finance lease BMEHERSHA 31 278
Repayment of obligations under finance lease (EERIEHEGEH (58) (46)
Net cash generated from RMEXEBRBZ
financing activities BEFE 341,239 22,190
Net decrease in cash and cash ReRREEFEY
equivalents VR £ (139,464) (538,898)
Cash and cash equivalents at 1 January R—R—BZBREaERE
ZEY) 320,339 777,378
Effect of foreign exchange rate changes fERE ) s &8 6,032 81,859
Cash and cash equivalents at 31 December W+_-—A=+—H2#H%
EIREZEEY 186,907 320,339
Analysis of cash and cash equivalents RERBREEEBUIN
Bank balances and cash RITHEBR RS 29 169,945 320,339
Bank balances and cash included in assets AN EABIELNE Y
classified as held for sale EEMBRITESRIRS 30 16,962 -
186,907 320,339
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

AR I

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

Attributable to owners of the Company

ARAREARLRER
Fair value
reserve for
available- Share-
Currency Capital ~ Property  for-sale based Convertible Non-
Share Share  translation Capital Contributed redemption revaluation ~financial ~ compensation notes  Accumulated controlling Total
capital  premium*  reserve*  reseve*  surplus*  reseve*  reserve*  assets’ reserve*  reserve* loss Total interests equity

KR BARE
BE RfERT  BE EAER AAER ER

NEE(

THLE v
SHEE o TER HER

B OTERE  HeRR  RERE  ZMER o B RuER

HKS000  HKS000  HKS'000  HKS000  HKS000  HKS000  HK$000  HKS$000 HKS000  HK$000 HK$000  HKS000  HK$000  HKS$000
THR Thn TR ThR FEr ThR TR TR TR ThR i T TR TR
A1 January 2012 i@ iy
as previously reported —F--%-f-A 11215 523852 15847 801 283,208 m 20,885 (1,031) 16,066 567,196 (d04621) 1177,019 467,200 1644228
Change in accounting polcy
— Adoption of HKAS 12
amendment (note 3)
o - (8005 = = - - - - - (1478%) (15583%) - (155839
At 1 January 2012, as restated
{25 11215 523852 150465 801 283,208 m 20,885 (1,031) 16,066 567,196 (652,453) 1,021,181 467,209 1,488,390
Loss for the year FEER - - - - - - - - - - (667526 (6675%) (85213 (152739
Other comprehensive income EEEMEENA:
for the year:
Fairvalue chenges on revduation of -~ EREEETRIS
factory buidings and workshop ATEEY = - - - - - 3492 - - - - 3,492 - 3492
Defered tax charged to SAERRE B
reveluation reserve - - - - - - (693) - - - - (693) - (693)
Realisation of change n fai value HENHHESHARE
upon disposal of avalable-for-sde  ATEEHER
financia assets - - - - - - - 262 - - - 262 - 262
Share of exchange difference
of an associate - - 5,451 - - - - - - - - 541 - 5,451
Exchange gain on translation
of financial statement
of foreign operations - - 16,573 - - - - - - - - 16578 4,562 21,135
Total comprehensive loss FRAEFREE
forthe year 5 - . 5 - % s - eTEM) (o) (0G5 (12309
Release pon expiy of HERH BRE
share options granted ERBEL - - - - - - - - (16,96) - 16,966 = = =
Conversion o convertle FRTRREE
notes 1700 125872 - - - - - - - (27,215) - 100297 - 100207
As at 31 December 2012 HoB-Z%
+ZR=1-8 12915 649724 172489 801 283,208 m 23,684 (769) - 5%0%1 (1203013 479087 306,558 865505

These reserve accounts comprise the consolidated reserves of approximately
HK$466,122,000 (2011: approximately HK$1,009,966,000) in the
consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

AR AR S W

(For the year ended 31 December 2012) (B ZE T ——F+-_A=+—HILFE)

Attributable to owners of the Company

KRTEEAERER
Fair value
reserve for
avallable- Share- Retaned
Curency Captd ~ Property for-sale based  Convertible proft/ Non-
Share Share translation Captal  Contriouted ~ redemption  revaluation financial - compensation notes  (Accumulated controling Total
capital  premium* resene’ Teserve” suplus” Tesene’ Teserve’ assefs” reserve’ Tesenve” loss) Totd  interests equity
e Lol
FLiA ATRE  RER fEME i AER ] FiR
RE R B EAEE gaRw i B ATEEE  MeRE  REER (28R aif BE RagE
HKS000  HKB000  HKS000  HKSOOD  HKSO000  HKS000  HKSO000  HKSO000 HKS000  HK$000 HK$000  HKBO00  HK§000  HKS(000
TR TR TEr  TEr  TEr TER TET TER T TER TR TER TR TR
At January 2011 MEAR2ER
as previously reported 5—-%-R-8 8991 365359 (1,556) 801 283,208 m 18071 3% 16,966 602879 582460  1877.291 591214 2468505
(Chenge in accounting polcy EHBREY
— Adoption of HKAS 12 - RERetE
amendment (note 3) £10%(B37%)
(Rx3) - - - - - - - - - - (71548 (17154) - (iT1549)
At January 2011, as restated W2T--§-f-8-
5 8991 365,359 (1,556) 801 283,208 T 18,071 3% 16,966 602879 40914 1705745 591214 2296959
Loss for the year tEEE - - - - - - - - - - (983367 (963367 (177.868) (1,141.2%9)
Other comprehensive income FREMZERA:
forthe year:
Fairvaue chenges on revaluetion of -~ EREEBFRIS
factory buidings and workshop E2E - - - - - - 7546 - - - - 7546 - 7546
Deferted tax charged fo TAEMEEL
Tevaluation resenve it - - - - - - [473) - - - - ) - 473)
Defict on avalable-for-sale TitEeREREY
financial assets - - - - - - - (1,066) - - - (1,068 - (1,066)
Share of exchang diference AERENAERZE
of an associate - - 26494 - - - - - - - - B4 - 26494
Exchange gain on transltion REBNEE IERR
offinancial statement JERME
of foreign operations - - 18 - - - - - - - - %50 20283 154810
Totel comprehensive loss FEREEELE
forthe year - - 150 - - - 2814 (1.066) - - G337 809598 (148585  (988,183)
Capital contributon fiom non-controling B2 812 314
Interests of a subsidiary BRLE - - - - - - - - - - - - 24580 24,580
Conversion of convertiole notes FHTRREE 224 158493 - - - - - - - (3689 - 125084 - 150
Asat 31 December 2011 i3
TZA=+-A 1216 523852 150465 801 283,208 m 2088 (1,081) 16966 567,19 (652453 1021181 467200 1,488,390

*

These reserve accounts comprise the consolidated reserves of approximately
HK$466,122,000 (2011: approximately HK$1,009,966,000) in the
consolidated statement of financial position.

ZERBREERGAVBRARRIEAREEN
466,122,000/ 70( = Z——% : £91,009,966,000/& 7T ) °
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GENERAL INFORMATION

Talent Property Group Limited (the “Company”) is a limited
liability company incorporated in Bermuda and domiciled in
Hong Kong. The addresses of its registered office and
principal place of business of the Company are disclosed in
the corporate information section to the annual report. The
Company’s shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The principal activity of the Company is investment holding.
The principal activities of the Company’s subsidiaries are set
out in note 18 to the consolidated financial statements. The
Company and its subsidiaries are collectively referred to as
the “Group” hereafter.

The consolidated financial statements for the year ended 31
December 2012 were approved for issue by the board of
directors on 28 March 2013.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

2.1 Basis of preparation
The consolidated financial statements on pages 36 to
172 have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”)
which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies
Ordinance.

The significant accounting policies that have been
used in the preparation of these consolidated financial
statements are summarised below. These policies
have been consistently applied to all the years
presented unless otherwise stated. The adoption of
new or amended HKFRSs and the impacts on the
Group’s financial statements, if any, are disclosed in
note 3.

The consolidated financial statements have been
prepared under the historical cost basis except for
buildings and financial instruments classified as
available-for-sale or at fair value through profit or loss
which are stated as fair value. The measurement
bases are fully described in the accounting policies
below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

2.2

Basis of preparation (Continued)

The preparation of financial statements requires
management to make judgements, estimates and
assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and
expenses, and the disclosure of contingent liabilities,
at the end of reporting period. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results
may differ from these estimates.

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

The areas involving a higher degree of judgment or
complexity, or areas where assumptions and
estimates are significant to the consolidated financial
statements, are disclosed in note 4.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries (see note 2.3 below) made up to 31
December.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are excluded
from consolidation from the date that control ceases.

Intra-group transactions, balances and unrealised
gains and losses on transactions between group
companies are eliminated in preparing the
consolidated financial statements. Where unrealised
losses on intra-group asset sales are reversed on
consolidation, the underlying asset is also tested for
impairment from the Group’s perspective. Amounts
reported in the financial statements of subsidiaries
have been adjusted where necessary to ensure
consistency with the accounting policies adopted by
the Group.

2. FESHEERSE®

21

2.2

RBLELE (18)
REMBHRRRFTEEEBHNHSE
HREBZEABRREMERZE
Z= - AE WARFX  UREEX
RABEFEHHE - A RER - %F
T R R T E N AR &5 M AR
ERERBERTBAENZEEMA
=EH - MABERIVERZETA
ERNEMERRREMBRSGHNEE
KB EZREERNHEERE - BIRES
RAlgEE EZEAE TR -

ZEG LA RR AR o Y
SRMAFHETTIERTR - BERI At
FHEFEERI AR RIgRTE
HEFTEERREER  BERIF
EEHULARRERE - RIFEETHRE
VAR R R AT R 32

FRESRE LM BE NG5S
AU BHRRBERN 2 REMAHE
B R 4 4 EE o

maRE
FEMBRREEARTRENEA
(R TXME23)BE+ - A
=t —BLEZHB®EK

MEAR B EEGEEE T ASEE
iR Aa MR - WA ESIERIEE R
BilEAARK -

EEAATMZRS - RHEHEE
B AN R LR S T R
#o wEENATNAEREREEY
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.2 Basis of consolidation (Continued)

Non-controlling interests represents the portion of the
profit or loss and net assets of a subsidiary
attributable to equity interests that are not owned by
the Group and are not the Group’s financial liabilities.

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from the equity attributable to the
owners of the Company. Total comprehensive income
within a subsidiary is attributed to the non-controlling
interest even if that results in a deficit balance.

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests are
adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed
to owners of the Company.

When the Group loses control of a subsidiary, it (i)
derecognises the assets (including any goodwill) and
liabilities of the subsidiary at their carrying amounts at
the date when control is lost, (ii) derecognises the
carrying amount of any non-controlling interests in the
former subsidiary at the date when control is lost
(including any components of other comprehensive
income attributable to them), and (i) recognises the
aggregate of the fair value of the consideration
received and the fair value of any retained interest,
with any resulting difference being recognised as a
gain or loss in profit or loss attributable to the Group.
When assets of the subsidiary are carried at revalued
amounts or fair values and the related cumulative gain
or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts
previously recognised in other comprehensive income
and accumulated in equity are accounted for as if the
Group had directly disposed of the related assets (i.e.
reclassified to profit or loss or transferred directly to
retained earnings as specified by applicable HKFRSs).
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent
accounting under HKAS 39 “Financial instruments:
Recognition and measurement” or, when applicable,
the cost on initial recognition of an investment in an
associate or a jointly controlled entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (B = —

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

2.4

Subsidiaries

Subsidiaries are entities over which the Group has the
power to control the financial and operating policies
SO as to obtain benefits from their activities. The
existence and effect of potential voting rights that are
currently exercisable or convertible are considered
when assessing whether the Group controls another
entity.

In consolidated financial statements, acquisition of
subsidiaries (other than those under common control)
is accounted for by applying the acquisition method.
This involves the estimation of fair value of all
identifiable assets and liabilities, including contingent
liabilities of the subsidiary, at the acquisition date,
regardless of whether or not they were recorded in the
financial statements of the subsidiary prior to
acquisition. On initial recognition, the assets and
liabilities of the subsidiary are included in the
consolidated statement of financial position at their fair
values, which are also used as the bases for
subsequent measurement in accordance with the
Group’s accounting policies.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or included
in a disposal group. The results of subsidiaries are
accounted for by the Company on the basis of
dividends received and receivable at the reporting
date. All dividends whether received out of the
investee’s pre or post-acquisition profits are
recognised in the Company’s profit or loss.

Associates

An associate is an entity in which the Group has
significant influence, but not control or joint control,
over its management, including participation in the
financial and operating policy decisions.

An investment in an associate is accounted for in the
consolidated financial statements under the equity
method, unless it is classified as held for sale. Under
the equity method, the investment is initially recorded
at cost and adjusted thereafter for the post acquisition
change in the Group’s share of the investee’s net
assets and any impairment loss relating to the
investment.

B AN

“HE+A=THLFE)

2. FESHEERSE®

2.3

2.4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.4 Associates (Continued)

The Group’s share of the post-acquisition post-tax
results of the investees and any impairment losses for
the year are recognised in profit or loss in the
consolidated statement of comprehensive income,
whereas the Group’s share of the post-acquisition
post-tax items of the investees’ other comprehensive
income is recognised in the class of other
comprehensive income in the consolidated statement
of comprehensive income.

When the Group’s share of losses exceeds its interest
in the associate, the Group’s interest is reduced to nil
and recognition of further losses is discontinued
except to the extent that the Group has incurred legal
or constructive obligations or made payments on
behalf of the investee. For this purpose, the Group’s
interest is the carrying amount of the investment under
the equity method together with the Group’s long-
term interests that in substance form part of the
Group’s net investment in the associate.

Unrealised profits and losses resulting from
transactions between the Group and its associates
are eliminated to the extent of the Group’s interest in
the investee, except where unrealised losses provide
evidence of an impairment of the asset transferred.

For investments in associates recognised using the
equity method, the impairment loss is measured by
comparing the recoverable amount of the investment
as a whole with its carrying amount and recognised in
profit or loss. A reversal of impairment losses is limited
to the asset’s carrying amount that would have been
determined had no impairment loss been recognised
in prior years. Reversals of impairment losses are
credited to profit or loss in the year in which the
reversals are recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHHEHME®)
POLICIES (Continued)
2.5 Business combination 2.5 EKEH

The acquisition of businesses is accounted for using
the acquisition method. The cost of the acquisition is
measured at the aggregate of fair values, at the date
of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group
in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss
as incurred. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the
conditions for recognition under HKFRS 3 “Business
combinations” are recognised at their fair values at the
acquisition date.

Goodwill arising on acquisition is recognised as an
asset and initially measured at cost, being the excess
of the cost of the business combination over the
Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.
If, after reassessment, the Group’s interest in the net
fair value of the acquiree’s identifiable assets, liabilities
and contingent liabilities exceeds the cost of the
business combination, the excess is recognised
immediately in the profit or loss.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the acquiree’s net assets in the event of
liquidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s
identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis.
Other types of non-controlling interests are measured
at their fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (Bl E —ZF —

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.6 Foreign currency translation

The consolidated financial statements are presented
in thousands of units of Hong Kong Dollars (HK$’'000),
which is also the functional currency of the Company.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing at
the dates of the transactions. At the reporting date,
monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates
ruling at that date. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the reporting date retranslation of monetary
assets and liabilities are recognised in the profit or
loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value
was determined and are reported as part of the fair
value gain or loss. Non-monetary items that are
measured in terms of historical cost in a foreign
currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into Hong
Kong Dollars. Assets and liabilities have been
translated into Hong Kong Dollars at the closing rates
at the reporting date. Income and expenses have
been converted into the Hong Kong Dollars at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have been
recognised in other comprehensive income and
accumulated separately in the currency translation
reserve in equity.

When a foreign operation is sold, such exchange
differences are reclassified from equity to profit or loss
as part of the gain or loss on sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHBEHBE®@)
POLICIES (Continued)
2.7 Revenue recognition 2.7 WAER

Revenue comprises the fair value for the sale of goods
and the use by others of the Group’s assets yielding
interest and dividends, net of rebates and discounts.
Provided it is probable that the economic benefits will
flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised as follows:

Sales of goods are recognised upon transfer of the
significant risks and rewards of ownership to the
customer. This is usually taken as the time when the
goods are delivered and the customer has accepted
the goods.

Revenue from sales of properties is recognised when
the risks and rewards of properties are transferred to
the purchasers, which is when the construction of
relevant properties has been completed and the
properties are ready for delivery to the purchasers
pursuant to the sale agreement and collectability of
related receivables is reasonably assured. To the
extent that the Group has to perform further work on
the properties already delivered to the purchasers, the
relevant expenses shall be recognised simultaneously.
Deposits and instalments received on properties sold
prior to the date of revenue recognition are included in
the consolidated statement of financial position under
current liabilities as forward sales deposit and
instalments received.

Revenue from sales of listed investments are
recognised upon transfer of the ownership to others.
Trading fees and trading tariff on securities are
recognised on trade date basis.

Interest income is recognised on a time-proportion
basis using the effective interest method.

Dividend income is recognised when the right to
receive payment is established.

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

Hotel revenue from room rentals, food and beverage
sales and other ancillary services is recognised when
the services are rendered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.8 Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses
except for buildings situated on land held under
operating leases.

Buildings situated on land held under operating leases
are stated at revalued amounts, being fair value at the
date of revaluation less subsequent accumulated
depreciation and any subsequent impairment losses.
Fair value is determined in appraisals by external
professional valuers with sufficient regularity to ensure
that the carrying amount does not differ materially
from that which would be determined using fair value
at the reporting date. Any accumulated depreciation
at the date of revaluation is eliminated against the
gross carrying amount of the asset and the net
amount is restated to the revalued amount of the
asset.

Any surplus arising on revaluation of buildings is
recognised in other comprehensive income and is
accumulated in the property revaluation reserve in
equity, unless the carrying amount of that asset has
previously suffered a revaluation decrease or
impairment loss as described in note 2.9. To the
extent that any decrease has previously been
recognised in profit or loss, a revaluation increase is
credited to profit or loss with the remaining part of the
increase dealt with in other comprehensive income. A
decrease in net carrying amount of buildings arising
on revaluations is recognised in other comprehensive
income to the extent of the revaluation surplus in the
property revaluation reserve relating to the same asset
and the remaining decrease recognised in profit or
loss.

Buildings held under leasing agreements are
depreciated over their expected useful lives or over
the term of lease, if shorter.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (Continued)
2.8 Property, plant and equipment (Continued)

FRETHREBE @)
2.8 1% - BERKME @)

Depreciation on other assets, other than construction-
in-progress (“CIP”), is provided to write off the cost or
revalued amounts less their residual values over their
estimated useful lives, using the straight-line method,
at the following rates per annum:

HiEE(EZITRERIN ZITET
BT FERGEMG A ERFRNE
BOEMIER A B ER SRR EZ
RIrEEE

Buildings B 2-3.03%
Leasehold improvements HEHEE 5-50%
Plant and machinery = s 10-20%
Furniture, fixtures and office equipments R~ KER

NS ] 10-33.33%
Motor vehicles a2l 20%

The asset’s residual values, depreciation methods and
useful lives are reviewed, and adjusted if appropriate,
at each reporting date.

The gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss. Any revaluation surplus
remaining in equity is transferred to retained earnings
on the disposal of buildings.

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

CIP, which represents properties under construction,
is stated at cost less accumulated impairment losses.
Cost comprises direct costs incurred during the
periods of construction and installation. No
depreciation is provided on CIP and CIP is reclassified
to the appropriate category of property, plant and
equipment when completed and ready for use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9

Impairment of non-financial assets

Property, plant and equipment, leasehold land and
land use rights, deferred product development costs
and interests in associate and subsidiaries are subject
to impairment testing.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount
unless the relevant asset is carried at a revalued
amount under the Group’s accounting policy, in which
case the impairment loss is treated as a revaluation
decrease according to that policy. Recoverable
amount is the higher of fair value, reflecting market
conditions less costs to sell, and value in use. In
assessing value in use, the estimated future cash
flows are discounted to their present value using a
pre-tax discount rate that reflects current market
assessment of time value of money and the risk
specific to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result,
some assets are tested individually for impairment and
some are tested at cash-generating unit level.

As assessment is made at the end of each reporting
periods as to whether there is any indication that
previously recognised impairment loss may no longer
exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset
other than goodwill is reversed only if there has been
a change in the estimates used to determine the
recoverable amount of that asset. A reversal of
impairment loss is limited to the asset’s carrying
amount that would have been determined had no
impairment loss been recognised in prior years.
Reversals of impairment losses are credited to profit
or loss in the year in which the reversals are
recognised, 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (Continued)
2.10 Investment properties

FESHERBE®)

210 |_REYE

Property that is held for long-term rental yields and/or
for capital appreciation, and that is not occupied by
the Group, is classified as investment property.
Property that is currently being constructed or
developed for future use as investment property is
classified as investment property.

Investment property comprises land held under
operating leases. Land held under operating leases
are classified and accounted for as investment
property when the rest of the definition of investment
property is met (see note 2.11).

Investment property is measured initially at its cost,
including related transaction costs.

Subsequent to initial recognition, investment property
is measured at fair value. Where fair value of
investment property under construction is not reliably
measurable, the property is measured at cost until the
earlier of the date construction is completed or the
date at which fair value becomes reliably measurable.
Fair value is based on active market prices, adjusted,
if necessary, for any difference in the nature, location
or condition of the specific asset. If these information
are not available, the Group uses alternative valuation
methods such as recent prices on less active markets
or discounted cash flow projections.

The fair value of investment property reflects, among
other things, rental income from current leases and
assumptions about rental income from future leases in
light of current market conditions.

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are
charged to profit or loss during the financial period in
which they are incurred.

Any gain or loss arising from a change in fair value or
from the retirement or disposal of an investment
property is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.10 Investment properties (Continued)

2.11

If an item of inventories becomes an investment
property because its use has been changed, any
difference resulting between the carrying amount and
the fair value of this item at the date of transfer is
recognised in profit or loss.

Leases

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

(i) Classification of assets leased to the

Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which
do not transfer substantially all the risks and
rewards of ownership to the Group are classified
as operating leases, with the following
exceptions:

—  property held under operating leases that
would otherwise meet the definition of an
investment property is classified as an
investment property on a property-by-
property basis and, if classified as
investment property, is accounted for as if
held under a finance lease; and

— land held for own use under an operating
lease, the fair value of which cannot be
measured separately from the fair value of
a building situated thereon at the inception
of the lease, is accounted for as being
held under a finance lease, unless the
building is clearly held under an operating
lease. For these purposes, the inception
of the lease is the time that the lease was
first entered into by the Group, or taken
over from the previous lessee.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (&

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.11 Leases (Continued)

(ii)

(iii)

(iv)

Assets acquired under finance leases
Where the Group acquires the use of assets
under finance leases, the amounts representing
the fair value of the leased asset, or, if lower, the
present value of the minimum lease payments,
of such assets, are included in fixed assets and
the corresponding liabilities, net of finance
charges, are recorded as obligations under
finance lease.

Subsequent accounting for assets held under
finance lease agreements corresponds to those
applied to comparable acquired assets. The
corresponding finance lease liability is reduced
by lease payments less finance charges.

Finance charges implicit in the lease payments
are charged to profit or loss over the period of
the leases so as to produce an approximately
constant periodic rate of charge on the
remaining balance of the obligations for each
accounting period. Contingent rentals are
charged to profit or loss in the accounting
period in which they are incurred.

Operating lease charges as the lessee
Where the Group has the right to use of assets
held under operating leases, payments made
under the leases are charged to profit or loss on
a straight-line basis over the lease terms except
where an alternative basis is more representative
of the time pattern of benefits to be derived from
the leased assets. Lease incentives received are
recognised in profit or loss as an integral part of
the aggregate net lease payments made.
Contingent rental are charged to profit or loss in
the accounting period in which they are
incurred.

Operating lease charges as the lessor
Assets leased out under operating leases are
included in investment properties in the
consolidated statement of financial position.
Rental receivable under the operating leases are
credited to profit or loss on the straight-line
basis over the lease terms.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.12 Deferred product development costs

Costs associated with research activities are
expensed in profit or loss as they occur. Costs that
are directly attributable to development activities are
recognised as intangible assets (deferred product
development costs) provided they meet the following
recognition requirements:

(i) demonstration of technical feasibility of the
prospective product for internal use or sale;

(i) there is intention to complete the intangible
asset and use or sell it;

(i)  the Group’s ability to use or sell the intangible
asset is demonstrated;

(iv) the intangible asset will generate probable
economic benefits through internal use or sale;

(v)  sufficient technical, financial and other resources
are available for completion; and

(vi)  the expenditure attributable to the intangible
asset can be reliably measured.

Direct costs include employee costs incurred on
development activities along with an appropriate
portion of relevant overheads. The costs of
development of internally generated software,
products or knowhow that meet the above recognition
criteria are recognised as intangible assets. They are
subject to the same subsequent measurement
method as acquired intangible assets.

All other development costs are expensed as incurred.

Deferred product development costs acquired
separately are recognised initially at cost. After initial
recognition, deferred product development costs with
finite useful lives are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for deferred product development costs
with finite useful lives is provided on straight-line basis
over their estimated useful lives of 2 years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (&

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.13 Inventories

(i)

(i)

(iii)

Properties under development

Properties under development are stated at the
lower of cost and net realisable value. Net
realisable value takes into account the price
ultimately expected to be realised, less
applicable variable selling expenses and
anticipated cost to completion.

Cost comprises both the prepaid lease
payments for the land and development cost of
the property. Development cost of properties
comprises construction costs, capitalised
borrowing costs and other direct development
cost according to the Group’s accounting policy
and directly attributable cost incurred during the
development period. On completion, the
properties under development are transferred to
completed properties held for sale. Properties
under development are classified as current
assets unless those will not be realised in one
normal operating cycle.

Completed properties held for sale
Completed properties remaining unsold at the
end of each reporting period are stated at the
lower of cost and net realisable value.

Cost comprises development costs attributable
to the unsold properties.

Net realisable value is determined by reference
to the estimated selling price in the ordinary
course of business, less applicable estimated
selling expenses to make the sale.

Trading goods

(@)  Electronic items are carried at the lower of
cost and net realisable value. Cost is
determined using the weighted average
basis, and in the case of work in progress
and finished goods, comprise direct
materials, direct labour and an appropriate
proportion of overheads. Net realisable
value is the estimated selling price in the
ordinary course of business less the
estimated cost of completion and
applicable selling expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.13 Inventories (Continued)

(iii) Trading goods (Continued)

(o) Food and beverage and other consumables
of hotel are carried at the lower of cost and
net realisable value. Cost is determined
using the first in first out basis.

2.14 Cash and cash equivalents
Cash and cash equivalents include cash at bank and
in hand, demand deposits with banks and short-term
highly liquid investments with original maturities of
three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value.

2.15 Financial assets
The Group’s accounting policies for financial assets
other than interests in subsidiaries and associate are
set out below. Financial assets are classified into the
following categories:

—  financial assets at fair value through profit or loss

— loans and receivables
— available-for-sale financial assets

Management determines the classification of its
financial assets at initial recognition depending on the
purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
of financial assets are recognised on trade date. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 Financial assets (Continued)
Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of the
risks and rewards of ownership have been transferred.

At each reporting date, financial assets are reviewed
to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial asset.

(i)

Financial assets at fair value through
profit or loss

Financial assets at fair value through profit or
loss includes financial assets held for trading
and financial assets designated upon initial
recognition as at fair value through profit or loss.

Financial assets are classified as held for trading
if they are acquired for the purpose of selling in
the near term, or it is part of a portfolio of
identified financial instruments that are managed
together and for which there is evidence of a
recent pattern of short-term profit making.
Derivatives, including separated embedded
derivatives are also classified as held for trading
unless they are designated as effective hedging
instruments or financial guarantee contracts.

Where a contract contains one or more
embedded derivatives, the entire hybrid contract
may be designated as a financial asset at fair
value through profit or loss, except where the
embedded derivative does not significantly
modify the cash flows or it is clear that
separation of the embedded derivative is
prohibited.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 Financial assets (Continued)

(i)

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

Financial assets may be designated at initial
recognition as at fair value through profit or loss
if the following criteria are met:

— the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on
them on a different basis; or

—  the assets are part of a group of financial
assets which are managed and their
performance is evaluated on a fair value
basis, in accordance with a documented
risk management strategy and information
about the group of financial assets is
provided internally on that basis to the key
management personnel; or

—  the financial asset contains an embedded
derivative that would need to be separately
recorded.

Subsequent to initial recognition, the financial
assets included in this category are measured at
fair value with changes in fair value recognised
in profit or loss. Fair value is determined by
reference to active market transactions or using
a valuation technique where no active market
exists. Fair value gain or loss does not include
any dividend or interest earned on these
financial assets. Dividend and interest income is
recognised in accordance with the Group’s
accounting policies in note 2.7 to these
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (&

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 Financial assets (Continued)

(ii)

(iii)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables are subsequently
measured at amortised cost using the effective
interest method, less any impairment losses.
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 cost.

Available-for-sale financial assets
Non-derivative financial assets that do not
qualify for inclusion in any of the other categories
of financial assets are classified as available-for-
sale financial assets.

All financial assets within this category are
subsequently measured at fair value. Gain or
loss arising from a change in the fair value
excluding any dividend and interest income is
recognised in other comprehensive income and
accumulated separately in the fair value reserve
for available-of-sale financial assets in equity,
except for impairment losses and foreign
exchange gains and losses on monetary assets,
until the financial asset is derecognised, at which
time the cumulative gain or loss is reclassified
from equity to profit or loss. Interest calculated
using the effective interest method is recognised
in profit or loss.

The fair value of available-for-sale monetary
assets denominated in a foreign currency is
determined in that foreign currency and
translated at the spot rate at the reporting date.
The change in fair value attributable to
translation differences that result from a change
in amortised cost of the asset is recognised in
profit or loss, and other changes are recognised
in other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 Financial assets (Continued)

(iii) Available-for-sale financial assets

(Continued)

For available-for-sale investments in equity
securities that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of
such unquoted equity instruments, they are
measured at cost less any identified impairment
losses at each reporting date subsequent to
initial recognition.

Impairment of financial assets

At each reporting date, financial assets other than at
fair value through profit or loss are reviewed to
determine whether there is any objective evidence of
impairment.

Objective evidence of impairment of individual financial
assets includes observable data that comes to the
attention of the Group about one or more of the
following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

— significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

— asignificant or prolonged decline in the fair value
of an investment in an equity instrument below
its cost.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measureable decrease in the estimated future cash
flows from the group of financial assets. Such
observable data includes but not limited to adverse
changes in the payment status of debtors in the group
and, national or local economic conditions that
correlate with defaults on the assets in the group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 Financial assets (Continued)
Impairment of financial assets (Continued)
[f any such evidence exists, the impairment loss is
measured and recognised as follows:

(i) Financial 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 amount of the loss is
recognised in profit or loss of the period in which
the impairment occurs.

If, in 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 to the extent that it does not result in a
carrying amount of the financial asset exceeding
what the amortised cost would have been had
the impairment not been recognised at the date
the impairment is reversed. The amount of the
reversal is recognised in profit or loss of the
period in which the reversal occurs.

(i) Available-for-sale financial assets

When a decline in the fair value of an available-
for-sale financial asset has been recognised in
other comprehensive income and accumulated
in equity and there is objective evidence that the
asset is impaired, an amount is removed from
equity and recognised in profit and loss as
impairment loss. That amount is measured as
the difference between the asset’s acquisition
cost (net of any principal repayment and
amortisation) and current fair value, less any
impairment loss on that asset previously
recognised in profit or loss.

2. FESHEERSE®

2.15 EREE (&)
EHEERE (&)
i FEEMZEER - RREREBR
AT A ERER

) IREERAIRZEREE

(DECE=S SRR EE LS S 12N
FIfR 2 B M EWGRE EL
BEER ZERZEERT
BEEFRKRASRE(TE
BRAEEZAKREREER)
NZEEZREBRNX(BE
RHERZBERF X)) IR 2R
Bz Z85E - BESENRE
EHIRERE AR E R AR

REIR Z HIRE - BB B B
L EZB BB R EEE
BRRBEECEHAR - AR
BB EMR ZRIERE - HER
ATEEETMEEZRATR
B 3B 70 IR (B B @ B B i R FERR
BB R 2 BSHPR - B & 5
REEHEARBEANER -

iy FIHEESREE

EHREESHEEZATE
BB R E A2 ERA R ER
W m N Rt R B BB EE
RPBERER - ftkmP
BREBSRE  TREBRAER
ARAERBE - Z2BIREER
BRA (IR EMAEEERER
BHE)RESATE  RZE
S AT B 2 N TR 2 (Rt
BEEEHE -

Annual Report 2012 %

67



63

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.15 Financial assets (Continued)

Impairment of financial assets (Continued)
(i) Available-for-sale financial assets (Continued)

Reversals in respect of investment in equity
instruments classified as available-for-sale are
not recognised in profit or loss. The subsequent
increase in fair value is recognised in other
comprehensive income. Impairment losses in
respect of debt securities are reversed if the
subsequent increase in fair value can be
objectively related to an event occurring after
the impairment loss was recognised. Reversal of
impairment losses in such circumstances are

recognised in profit or loss.

(i) Financial assets carried at cost

The amount of impairment loss is measured as
the difference between the carrying amount of
the financial asset and the present value of
estimated future cash flows discounted at the
current market rate of return for a similar
financial asset. Such impairment losses are not

reversed in subsequent periods.

Financial assets other than financial assets at
fair value through profit or loss and trade
receivables that are stated at amortised cost,
impairment losses are written off against the
corresponding assets directly. Where the
recovery of trade receivables is considered
doubtful but not remote, the impairment losses
for doubtful receivables are recorded using an
allowance account. When the Group is satisfied
that recovery of trade receivables is remote, the
amount considered irrecoverable is written off
against trade receivables directly and any
amounts held in the allowance account in
respect of that receivable are reversed.
Subsequent recoveries of amounts previously
charged to the allowance account are reversed
against the allowance account. Other changes
in the allowance account and subsequent
recoveries of amounts previously written off

directly are recognised in profit or loss.

Impairment losses in respect of unquoted equity
securities carried at cost are not reversed in a

subsequent period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (Continued)
2.16 Accounting for income taxes

FESHERBE®)

216 FIEB 2SRt E

Income tax comprises current tax and deferred tax.

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,
based on tax rates and tax laws that have been
enacted or substantively enacted by the end of the
reporting period, taking into consideration interpretations
and practices prevailing in the countries in which the
Group operates. All changes to current tax assets or
liabilities are recognised as a component of tax
expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between
the carrying amounts of assets and liabilities in the
consolidated financial statements and their respective
tax bases. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are recognised for all deductible
temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to
the extent that it is probable that taxable profit,
including existing taxable temporary differences, will
be available against which the deductible temporary
differences, unused tax losses and unused tax credits
can be utilised.

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither taxable
nor accounting profit or loss.

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

The carrying amount of a deferred tax asset is
reviewed at each end of the reporting period and is
reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction is
reversed to the extent that it becomes probable that
sufficient taxable profits will be available.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.16 Accounting for income taxes (Continued)

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the
liability is settled or the asset realised, provided they
are enacted or substantively enacted at the reporting
date.

Changes in deferred tax assets or liabilities are
recognised in profit or loss, or in other comprehensive
income or directly in equity if they relate to items that
are charged or credited to other comprehensive
income or directly in equity.

Current tax assets and current tax liabilities are
presented in net if, and only if,

(@  the Group has the legally enforceable right to set
off the recognised amounts; and

(b) intends either to settle on a net basis, or to
realise the asset and settle the liability
simultaneously.

The Group presents deferred tax assets and deferred
tax liabilities in net if, and only if,

(@ the entity has a legally enforceable right to set
off current tax assets against current tax
liabilities; and

(b) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the
same taxation authority on either:

(i) the same taxable entity; or

(i)  different taxable entities which intend
either to settle current tax liabilities and
assets on a net basis, or to realise the
assets and settle the liabilities simultaneously,
in each future period in which significant
amounts of deferred tax liabilities or assets
are expected to be settled or recovered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. TE@:HE#ME®)
POLICIES (Continued)
2.17 Share capital 217 B

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any
related income tax benefit) to the extent they are
incremental costs directly attributable to the equity
transaction.

2.18 Employee benefits

Retirement benefits
Retirement benefits to employees are provided
through defined contribution plans.

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for all of its employees who are
eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
employees’ basic salaries. Contributions are
recognised as an expense as they become payable in
accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from
those of the Group in an independently administered
fund. The Group’s employer contributions vest fully
with the employees when contributed into the MPF
Scheme.

The employees of the Group’s subsidiaries which
operate in the People’s Republic of China (the “PRC”)
are required to participate in a central pension scheme
operated by the local municipal government. These
subsidiaries are required to contribute certain
percentage of its payroll costs to the central pension
scheme. Contributions are recognised as an expense
in profit or loss as employees render services during
the year. The Group’s obligations under the plans is
limited to the fixed percentage contributions payable.
Other than the monthly contributions, the Group has
no further obligation for the payment of retirement and
other post retirement benefits of its employees. The
assets of these plans are held separately from those
of the Group in independently administrated funds
managed by the PRC government.

2.18

LR EARER - IAE EITR
PEEETE °

BEOIRMNEL 2 ERNZHRAE B
0 (B (R E AR EHA )
R - MR B RAN SRR R IR AER
HEE AR ZIBIGRR

BERF
BIKEF
& BRIRER o3 @ R E WA &l
EEREH -

palll

REBRZEHIE AT BGDS
AEB2MABHIEATESHENESR
R —EEBEF RGBS
(MafE2stEll) - #HRBEDHIZER
EAXAH2ETADLEL - #ERR
BREEABRAASINBARASX
HomEeit Bz EERAEE A
ENHRER AEBEZEBERES
A HAREBEERE ©

AEBRPEARKME ([HE]E
BZMBRARMNES - A2HEMBH™
BUFPIE R 2 h RBRKEETE - %5
MEARAKEHFERAZETED
LA JUR RS 5T El - BEEFA
RRHIRGE - HHRRBEER R
X AEBERBZEFFEZEEER
ENHERZBEB DL - B8 AHK
S AEEBEETAHREEZERIK
REMBREBRNR - ZFAEIZ
BERAKEBZEEDREE B
BB ERZ B ESHE -

Annual Report 2012 %

71



72

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.18 Employee benefits (Continued)

Short-term employee benefits

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

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised until
the time of leave.

Termination benefits

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

2.19 Share-based employee compensation

All share-based payment arrangements granted after
7 November 2002 and had not vested on 1 January
2005 are recognised in the financial statements. The
Group operates equity-settled share-based compensation
plans for remuneration of its employees, directors and
other eligible participants.

All services received in exchange for the grant of any
share-based compensation are measured at their fair
values. These are indirectly determined by reference
to the equity instruments awarded. Their value is
appraised at the grant date and excludes the impact
of any non-market vesting conditions (for example,
profitability and sales growth targets).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESTBEHBE®@)
POLICIES (Continued)
2.19 Share-based employee compensation 219 R ENEESRM (&)
(Continued)

All share-based compensation is recognised as an
expense in profit or loss over the vesting period if
vesting conditions apply, or recognised as an expense
in full at the grant date when the equity instruments
granted vest immediately unless the compensation
qualifies for recognition as asset, with a corresponding
increase in the share options reserve in equity. If
vesting conditions apply, the expense is recognised
over the vesting period, based on the best available
estimate of the number of equity instruments expected
to vest. Non-market vesting conditions are included in
assumptions about the number of equity instruments
that are expected to vest. Estimates are subsequently
revised, if there is any indication that the number of
equity instruments expected to vest differs from
previous estimates.

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. After vesting
date, when the vested share options are later forfeited
or are still not exercised at the expiry date, the amount
previously recognised in share-based compensation
reserve will be transferred to retained profits.
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2.20 Financial liabilities 220 tREE
The Group’s financial liabilities include trade payables, rEBEzeRBEREREMERER - E
accruals and other payables, obligations under finance FERREMEMTUE - BEEEA

lease, borrowings, convertible notes and promissory
notes.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with Group’s accounting policy for
borrowing cost (see note 2.26).

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

Where 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 the recognition of a new liability,
and the difference in the respective carrying amount is
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (Bl E —ZF —

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.20 Financial liabilities (Continued)

Borrowings

Borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial
recognition, borrowings are stated at amortised cost
with any difference between the amount initially
recognised and redemption value being recognised in
profit or loss over the period of the borrowings,
together with any interest and fees payable, using the
effective interest method.

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

Finance lease liabilities

Finance lease liabilities are measured at initial value
less the capital element of lease repayments (see note
2.11).

Convertible notes

Convertible notes that can be converted to equity
share capital at the option of the holder, where the
number of shares that would be issued on conversion
and the value of the consideration that would be
received at that time do not vary, are accounted for as
compound financial instruments which contain both a
liability component and an equity component.

At initial recognition the liability components of the
convertible notes is measured as the present value of
the future interest and principal payments, discounted
at the market rate of interest applicable at the time of
initial recognition to similar liabilities that do not have a
conversion option. Any excess of proceeds over the
amount initially recognised as the liability component
is recognised as the equity component. Transaction
costs that relate to the issue of a compound financial
instrument are allocated to the liability and equity
components in proportion to the allocation of
proceeds.

The liability component is subsequently carried at
amortised cost. The interest expense recognised in
profit or loss on the liability component is calculated
using the effective interest method. The equity
component is recognised in the capital reserve until
either the note is converted or redeemed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.20 Financial liabilities (Continued)

2.21

Convertible notes (Continued)

If the note is converted, the capital reserve, together
with the carrying amount of the liability component at
the time of conversion, is transferred to share capital
and share premium as consideration for the shares
issued. If the note is redeemed, the capital reserve is
released directly to retained profits.

Promissory notes

Promissory notes are recognised initially at their fair
value and subsequently measured at amortised cost,
using the effective interest rate method.

Other financial liabilities

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

Provisions and contingent liabilities

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

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
uncertain events not wholly within the control of the
group are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.21 Provisions and contingent liabilities (Continued)

Contingent liabilities are recognised in the course of
the allocation of purchase price to the assets and
liabilities acquired in a business combination. They are
initially measured at fair value at the date of acquisition
and subsequently measured at the higher of the
amount that would be recognised in a comparable
provision as described above and the amount initially
recognised less any accumulated amortisation, if
appropriate.

2.22 Financial guarantees issued

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as
deferred income within accruals and other payables.
Where consideration is received or receivable for the
issuance of the guarantee, the consideration is
recognised in accordance with the Group’s policies
applicable to that category of asset. Where no such
consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over the
term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised if and when it becomes probable that the
holder of the guarantee will call upon the Group under
the guarantee and the amount of that claim on the
Group is expected to exceed the current carrying
amount i.e. the amount initially recognised less
accumulated amortisation, where appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.23 Related parties
A party is considered to be related to the Group if:

(@)

or

(b)

the party is a person or a close member of that
person’s family and that person

U)

has control or joint control over the Group;

has significant influence over the Group;
or

is a member of the key management
personnel of the Group or of a parent of
the Group;

the party is an entity where any of the following
conditions applies:

U)

(i)

(i)

(iv)

(vi)

(vii)

the entity and the Group are members of
the same group;

one entity is an associate or joint venture
of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other
entity);

the entity and the Group are joint ventures
of the same third party;

one entity is a joint venture of a third entity
and the other entity is an associate of the
third entity;

the entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group;

the entity is controlled or jointly controlled
by a person identified in (a); and

a person identified in (a)(i) has significant
influence over the entity or is a member of
the key management personnel of the
entity (or of a parent of the entity).

FESHERBE®)

2.23 BEAL

HAERTBERNATREAEAEES
B

@ BALRERKKREIOR
ez AL

) HAFEEEHERK
(R #22 i 4

(i) HEAEBEELEEATE:
13

(i) AAREHEIAKNEEHZE
NEETBEEEKE

b ZALRER BEFANUTIE
D

e
<. B2

SERR—

SN

U

5
sl

R

JiE]
N
=

w

(i)

D&

WE D ng m
PR N

e[
A
> =
= i
D!
o]
N

ey
T

iy ZEBERASEAER-—

v ZEER
AN

V) ZERH-BN(EEE
Az ALiEd s K RE
/3

(i) RENEEFLZER
EEXEAFEZALS

ZER(AREBZER

AZEEEEEKE -

Annual Report 2012 % 77



78

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R B

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.24 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive
directors for their decisions about resources allocation
to the Group’s business components and for their
review of the performance of those components. The
business components in the internal financial
information reported to the executive directors are
determined following the Group’s major products and
service lines.

The executive directors have identified the Group’s
seven products and service lines as operating
segments as follows:

(@  Electronic products consists of the manufacturing
and sales of electronic products;

(b)  Equity and commodity investments consists of
investments in equity securities and precious
metals;

(c) Provision of loan finance consists of loan
financing services;

(d)  Properties development consists of the sales of
properties which were completed;

(e)  Properties investment consists of the leasing of
properties;

® Hotel operation consists of the operating the
hotel;

(9  Property management consists of the provision
of property management services.

Each of these operating segments is managed
separately as each of the product and service lines
requires different resources as well as marketing
approaches. All inter-segment transfers are carried
out at arms length prices.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (Continued)
2.24 Segment reporting (Continued)

FESHERBE®)

2.24 DEEE (F)

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its financial statements
prepared under HKFRSs, except that operating lease
charges, fair value changes on derivative financial
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finance costs and corporate income and expenses
which are not directly attributable to the business
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activities of any operating segment are not included in B ABIEEA o N D HEER
arriving at the operating results of the operating FREENT 2R - PIHEESR

segment. In addition, the segment assets include all
assets with the exception of interests in associates,
available-for-sale financial assets and other corporate
assets. Segment liabilities include all liabilities with the
exception of convertible notes, promissory notes,
deferred tax liabilities and other corporate liabilities.

Segment assets are all operating assets that are
employed by a segment in its operating activities and
that either directly attributable to the segment or can
be allocated to the segment on a reasonable basis. In
addition, corporate assets which are not directly
attributable to the business activities of any operating
segment are not allocated to a segment, which
primarily applies to the Group’s headquarter.

Segment liabilities are all operating liabilities that are
employed by a segment in its operating activities and
that either directly attributable to the segment or can
be allocated to the segment on a reasonable basis. In
addition, corporate liabilities which are not directly
attributable to the business activities of any operating
segment are not allocated to a segment, which
primarily applies to the Group’s headquarter.

2.25 Leasehold land and land use rights

Upfront payments made to acquire land held under an
operating lease are stated at costs less accumulated
amortisation and any accumulated impairment losses.
The determination if an arrangement is or contains a
lease and the lease is an operating lease is detailed in
note 2.11. Amortisation is calculated on a straight line
basis over the term of the lease/right of use except
where an alternative basis is more representative of
the time pattern of benefits to be derived by the Group
from use of the land.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.26 Borrowing costs

2.27

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use.
A qualifying asset is an asset which necessarily takes
a substantial period of time to get ready for its
intended use or sale. Other borrowing costs are
expensed when incurred.

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare the
qualifying asset for its intended use or sale are
complete.

Non-current assets held for sale

A non-current asset (or disposal group) is classified as
held for sale if it is highly probable that its carrying
amount will be recovered through a sale transaction
rather than through continuing use and the asset (or
disposal group) is available for sale in its present
condition. A disposal group is a group of assets to be
disposal of together as a group in a single transaction,
and liabilities directly associated with those assets that
will be transferred in the transaction.

When the Group is committed to a sale plan involving
loss of control of a subsidiary, all of the assets and
liabilities of that subsidiary are classified as held for
sale when the criteria described above are met,
regardless of whether the Group will retain a non-
controlling interest in its former subsidiary after the
sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.27 Non-current assets held for sale (Continued)
Immediately before classification as held for sale, the
measurement of the non-current assets (and all
individual assets and liabilities in a disposal group) is
brought up-to-date in accordance with the accounting
policies before the classification. Then on initial
classification as held for sale and until disposal, the
non-current assets, or the disposal group, are
recognised at the lower of their carrying amount and
fair value less costs to sell.

Impairment losses on initial classification as held for
sale, and on subsequent remeasurement while held
for sale, are recognised in profit or loss. As long as a
non-current asset is classified as held for sale, or is
included in a disposal group that is classified as held
for sale, the non-current asset is not depreciated or
amortised.

2.28 Dividend distribution
Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied for the first time,
the following amendments to HKFRSs issued by the
HKICPA:

— Amendments to HKFRS 1 “Severe Hyperinflation and
Removal of Fixed Dates for First-time Adopters”;

— Amendments to HKFRS 7 “Financial Instruments:
Disclosures — Transfers of financial Assets”; and

—  Amendments to HKAS 12 “Deferred Tax: Recovery of
Underlying Assets”.

Except as described below, the adoption of the above
amendments to HKFRSs in the current year has had no
material effect on the amounts reported in these
consolidated financial statements and/or disclosures set out
in these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

3.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Amendments to HKAS 12 Deferred Tax: Recovery
of Underlying Assets

The amendment introduces a presumption that an
investment property measured at fair value is recovered
entirely through sale. This presumption is rebutted if the
investment property is depreciable and is held within a
business model whose objective is to consume substantially
all of the economic benefits embodied in the investment
property over time, rather than through sale. Prior to the
amendment, HKAS 12 requires an entity to measure the
deferred tax relating to an asset depending on whether the
entity expects to recover the carrying amount of the asset
through use or sales.

The Group’s investment properties are situated in the
People’s Republic of China (“PRC”) and Hong Kong, which
are measured using the fair value model. For the purpose of
application of the amendments to HKAS 12, the directors
reviewed the Group’s investment properties portfolios and
concluded that the Group’s investment properties situated
in the PRC and Hong Kong amounting to HK$418,465,000
(2011: HK$913,516,000) and HK$16,000,000 (2011:
HK$14,000,000) respectively are not held under a business
model whose objective is to consume substantially all of the
economic benefits embodies in the investment properties
over time, and that the presumption set out in the
amendments to HKAS 12 is not rebutted.

As a result of the application of the amendments to HKAS
12, the Group has recognised deferred taxes on changes in
fair value of the investment properties in the PRC as those
properties are subject to land appreciation taxes and
corporate income tax upon disposal. On the other hand, the
Group has not recognised any deferred taxes on changes in
fair value of investment property in Hong Kong as the Group
is not subject to any income taxes on disposal of its
investment property in Hong Kong. Previously, the Group
did not recognise deferred taxes on land appreciation tax
due to changes in fair value of investment properties in the
PRC on the basis that the entire carrying amounts of the
properties were recovered through use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

ADOPTION OF NEW AND REVISED HONG 3. RAFITREBITEBYBREE

KONG FINANCIAL REPORTING Al )

STANDARDS (Continued)

Amendments to HKAS 12 Deferred Tax: Recovery BABTTERE 125 (IBFTAR) IEER
of Underlying Assets (Continued) 15 WEHEEE (&)

The Group has adopted Amendments to HKAS 12 REBMREBBABPRMNE B SETERISE
retrospectively and the effect of adoption on the 12 ERI B SETHER 2 B B H iR A A
consolidated income statement and consolidated statement WEREEMBUIRRAR 22T

of financial position is as follows:

2012 2011
—E——F —E——fF
HK$’000 HK$'000
FET FH&T
(Decrease)/increase in loss FEBBORD), G
for the year:
Loss before tax bR R E B 1,044 490
Income tax credit Frigfi#E e (84,916) (24,204)
Loss for the year FERIE (83,872) (23,714)
Attributable to: A ATEAS -
Owners of the Company FIN/NESIEZ SN (83,872) (23,714)
Non-controlling interests JEIZE AR R = - -
(83,872) (23,714)
HK cents HK cents
A &AL
Loss per share TR E1E
Basic B (2.74) (0.99)
Diluted e N/A ~EA N/A 7 R
As at 31 December As at
R+=—HA=+—H 1 January 2011
2012 2011 R-Z——4F
—E—_F —E——4F —H—H
HK$’000 HK$’'000 HK$’000
FET FHET FET
Decrease in: o
Retained profit (REBHF (63,960) (147,832) (171,546)
Currency translation reserve & ¥ 5 & (8,484) (8,006) -
Total equity i et (72,444) (155,838) (171,546)
Deferred tax liabilities EIETIEEE 72,444 155,838 171,546

Total equity and liabilities R BEAR - _ _

E\I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

3. ADOPTION OF NEW AND REVISED HONG 3.
KONG FINANCIAL REPORTING
STANDARDS (Continued)
The Group has not early adopted the following new and
revised standards, amendments or interpretation that have

R REETERMBRESE
Bl )

ARG B R GE BB T 5 2 B M B R
R #R] RARIERT &R {ER] Ak

been issued but are not yet effective:

'

Amendments to HKAS 1 Presentation of ltems of Other BRI ENE1R E2ENNER
Comprehensive Income' (1B3TA) ZEH
Amendments to HKFRS 1 Government Loans? BERBREES BRET?
F15(BFTAR)
Amendments to HKFRS 7 Financial instruments: Disclosures BANEREES SRIA: RE -
— Offsetting Financial Assets and ENEACHES) CREERER
Financial Liabilities? ARz EH?
Amendments to HKFRS 7 Mandatory Effective Date of BB REES BB BREER
and HKFRS 9 HKFRS 9 and Transition N ACHEY FORBANMAR
Disclosures* PELLACHES BERBEERR
Amendments to HKFRSs Annual Improvements to EEMBRSED (BIR) —ETNEZ-T——F
HKFRSs 20092011 Cycle? B FEIE?
HKFRS 9 Financial Instruments* BEMBREENER  eBIE
HKFRS 10 Consolidated Financial Statements? BRUERESERNZ0%  HARERR?
HKFRS 11 Joint Arrangements? BAVBHREENENR AETH?
HKFRS 12 Disclosure of Interests in Other BRUMBREENE 1LY  AhEBREGIRE?
Entities?
HKFRS 13 Fair Value Measurement? ERUEREENESY  LTEHE?
Amendments to HKFRS 10, Consolidated Financial Statements, BENBREENE 0% SAVBEREK A%
HKFRS 11 and Joint Arrangements and NHERI25KEFTA) ZHEREMERER
HKFRS 12 Disclosure of Interests in Other LBE  BERI?
Entities: Transition Guidance?
HKAS 19 (as revised in 2011)  Employee Bengfits? EAETHERE 195 EEREH?
(A= ——FEEF)
HKAS 27 (as revised in 2011)  Separate Financial Statements? BRI ENE TR B BHRE?
(AT ——FEHEH)
HKAS 28 (as revised in 2011)  Investments in Associates and BEEHERE 28R BEARARAEAT
Joint Ventures? (RZT——FEBI) LRE?
Amendments to HKAS 32 Offsetting Financial Assets and BRETENE 5% cHEERSRERE
Financial Liabilities® (BiT%) L
HK(IFRIC)-Int 20 Stripping Costs in the Production BE(ERNBRERE  HREREEREN
Phase of a Surface Mine? ZE2)-2EE20% FIFEAAR?
Amendments to HKFRS 10, Investment Entities® BENKREENE 0% REERE
HKFRS 12 and HKAS 27 125 REB G ER
FTH(BIR)

! Effective for annual periods beginning on or after 1 July 2012

! R-ZE—-—FtA—-Bgz&RnzFEHRE

e

2 Effective for annual periods beginning on or after 1 January 2013 2 MZZE—=F—A— B ERAZFTEHME
e

3 Effective for annual periods beginning on or after 1 January 2014 3 RZF—WFE—B—Baz&Mnz FEHRE
B e

4 Effective for annual periods beginning on or after 1 January 2015 ‘ RZF—RF—A—Bz®&MEz FEHRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (B = —

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Annual improvements to HKFRSs 2009-2011 cycle
issued in June 2012

The Annual improvements to HKFRSs 2009-2011 cycle
include a number of amendments to various HKFRSs. The
amendments are effective for annual periods beginning on
or after 1 January 2013. Amendments to HKFRSs include
the amendments to “HKAS 16 Property, plant and
equipment” and the amendments to HKAS 32 “Financial
instruments: Presentation”.

The amendments to HKAS 16 clarify that spare parts,
stand-by equipment and servicing equipment should be
classified as property, plant and equipment when they meet
the definition of property, plant and equipment in HKAS 16
and as inventory otherwise. The directors of the Company
do not anticipate that the application of the amendments
will have a material effect on the Group’s consolidated
financial statements.

The amendments to HKAS 32 clarify that income tax on
distributions to holders of an equity instrument and
transaction costs of an equity transaction should be
accounted for in accordance with HKAS 12 “Income taxes”.
The directors of the Company anticipate that the
amendments to HKAS 32 will have no effect on the Group’s
consolidated financial statements.

New and revised standards on consolidation, joint
arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation,
joint arrangements, associates and disclosures was issued,
including HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as
revised in 2011) and HKAS 28 (as revised in 2011).

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

3.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures
(Continued)

Key requirements of these five standards are described
below.

HKFRS 10 replaces the parts of HKAS 27 "Consolidated
and separate financial statements” that deal with
consolidated financial statements. HK(SIC)-INT 12
“Consolidation — Special purpose entities” will be
withdrawn upon the effective date of HKFRS 10. Under
HKFRS 10, there is only one basis for consolidation, that is,
control. In addition, HKFRS 10 includes a new definition of
control that contains three elements: (a) power over an
investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its
power over the investee to affect the amount of the
investor’s returns. Extensive guidance has been added in
HKFRS 10 to deal with complex scenarios.

HKFRS 11 replaces HKAS 31 “Interests in joint ventures”.
HKFRS 11 deals with how a joint arrangement of which two
or more parties have joint control should be classified.
HK(SIC)-INT 13 “Jointly controlled entities — Non-monetary
contributions by ventures” will be withdrawn upon the
effective date of HKFRS 11. Under HKFRS 11, joint
arrangements are classified as joint operations or joint
ventures, depending on the rights and obligations of the
parties to the arrangements. In contrast, under HKAS 31,
there are three types of joint arrangements: jointly controlled
entities, jointly controlled assets and jointly controlled
operations. In addition, joint ventures under HKFRS 11 are
required to be accounted for using the equity method of
accounting, whereas jointly controlled entities under HKAS
31 can be accounted for using the equity method of
accounting or proportionate consolidation.

HKFRS 12 is a disclosure standard and is applicable to
entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated structured
entities. In general, the disclosure requirements in HKFRS
12 are more extensive than those in the current standards.

In July 2012, the amendments to HKFRS 10, HKFRS 11
and HKFRS 12 were issued to clarify certain transitional
guidance on the application of these five HKFRSs for the
first time.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

New and revised standards on consolidation, joint
arrangements, associates and disclosures
(Continued)

These five standards, together with the amendments
relating to the transitional guidance, are effective for annual
periods beginning on or after 1 January 2013 with earlier
application permitted provided that all of these standards
are applied at the same time.

The directors of the Company anticipate that these five
standards will be adopted in the Group’s consolidated
financial statements for the annual period beginning 1
January 2013. The directors of the Company have assessed
the control in respect of its subsidiaries and associates
under the new definition in the new and revised HKFRSs.
The directors of the Company anticipate that the application
of these five standards is unlikely to have significant impact
on amounts in connection to subsidiaries and associates of
the Company currently reported in the consolidated financial
statements.

HKFRS 13 Fair value measurement

HKFRS 13 establishes a single source of guidance for fair
value measurements and disclosures about fair value
measurements. The standard defines fair value, establishes
a framework for measuring fair value, and requires
disclosures about fair value measurements. The scope of
HKFRS 13 is broad; it applies to both financial instrument
items and non-financial instrument items for which other
HKFRSs require or permit fair value measurements and
disclosures about fair value measurements, except in
specified circumstances. In general, the disclosure
requirements in HKFRS 13 are more extensive than those in
the current standards. For example, quantitative and
qualitative disclosures based on the three-level fair value
hierarchy currently required for financial instruments only
under HKFRS 7 “Financial instruments: Disclosures” will be
extended by HKFRS 13 to cover all assets and liabilities
within its scope.

HKFRS 13 is effective for annual periods beginning on or
after 1 January 2013, with earlier application permitted. The
directors of the Company anticipate that HKFRS 13 will be
adopted in the Group’s consolidated financial statements
for the annual period beginning 1 January 2013 and that the
application of the new standard is unlikely to have significant
impact on amounts reported in the consolidated financial
statements and disclosures in the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

3.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Amendments to HKAS 1 Presentation of items of
other comprehensive income

The amendments to HKAS 1 introduce new terminology for
the statement of comprehensive income and income
statement. Under the amendments to HKAS 1, a “statement
of comprehensive income” is renamed as a “statement of
profit or loss and other comprehensive income” and an
“income statement” is renamed as a “statement of profit or
loss”. The amendments to HKAS 1 retain the option to
present profit or loss and other comprehensive income in
either a single statement or in two separate but consecutive
statements. However, the amendments to HKAS 1 require
items of other comprehensive income to be grouped into
two categories: (a) items that will not be reclassified
subsequently to profit or loss; and (b) items that may be
reclassified subsequently to profit or loss when specific
conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the
same basis — the amendments do not change the option
to present items of other comprehensive income either
before tax or net of tax.

The amendments to HKAS 1 are effective for annual periods
beginning on or after 1 July 2012. The directors of the
Company anticipate that the amendments to HKAS 1 will
be adopted in the Group’s consolidated financial statements
for the annual period beginning 1 January 2013 and the
presentation of items of other comprehensive income will be
modified accordingly when the amendments are applied in
the consolidated financial statements in the future
accounting periods.

Amendments to HKAS 32 Offsetting financial
assets and financial liabilities and amendments to
HKFRS 7 Disclosures — Offsetting financial assets
and financial liabilities

The amendments to HKAS 32 clarify existing application
issues relating to the offset of financial assets and financial
liabilities requirements. Specifically, the amendments clarify
the meaning of “currently has a legally enforceable right of
set-off” and “simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose
information about rights of offset and related arrangements
(such as collateral posting requirements) for financial
instruments under an enforceable master netting agreement
or similar arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

Amendments to HKAS 32 Offsetting financial
assets and financial liabilities and amendments to
HKFRS 7 Disclosures — Offsetting financial assets
and financial liabilities (Continued)

The amendments to HKFRS 7 are effective for the Group for
the annual period beginning on 1 January 2013 and interim
periods within the annual period. The disclosures should
also be provided retrospectively for all comparative periods.
However, the amendments to HKAS 32 are not effective
and will be adopted by the Group until annual period
beginning on 1 January 2014, with retrospective application
required.

The directors of the Company anticipate that the application
of these amendments to HKAS 32 and HKFRS 7 may result
in more disclosures being made with regard to offsetting
financial assets and financial liabilities in the future.

The directors of the Company anticipate that application of
the other new or revised HKFRSs will have no material
impact on the consolidated financial statements.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experiences and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

(@) Critical accounting estimates and

assumptions

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions 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.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Critical accounting estimates and
assumptions (Continued)

(@)

(i)

(ii)

Income taxes and deferred taxation
Some subsidiaries of the Group operate in the
PRC and are subject to income tax in the PRC.
Significant judgement is required in determining
the provision for income tax. There are many
transactions and calculations for which the
ultimate determination is uncertain during the
ordinary course of business. Where the final tax
outcome of these matters is different from the
amounts that were initially recorded, such
difference will impact the income tax and
deferred tax provision in the period in which
such determination is made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers to be probable that
future taxable profit will be available against
which the temporary differences or tax losses
can be utilised. The outcome of their actual
utilisation may be different.

PRC land appreciation taxes

Some subsidiaries of the Group are subject to
land appreciation taxes in the PRC. However,
the implementation and settlement of these
taxes varies among various tax jurisdictions in
cities of the PRC, and those subsidiaries have
not finalised all of their land appreciation taxes
calculation and payments with any local tax
authorities in the PRC. Accordingly, significant
judgement is required in determining the amount
of the land appreciation taxes. The Group
recognised these land appreciation taxes based
on management’s best estimates according to
the interpretation of the tax rules. The final tax
outcome could be different from the amounts
that were initially recorded, and these differences
will impact the income tax expense and tax
provisions in the periods in which such taxes
have been finalised with local tax authorities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (&

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(@)

Critical accounting estimates and

assumptions (Continued)

(iii)

(iv)

Deferred taxation on investment
properties

For the purposes of measuring deferred tax
liabilities arising from investment properties that
are measured using the fair value model, the
directors have reviewed the Group’s investment
property portfolios and concluded that the
Group’s investment properties are not held
under a business model whose objective is to
consume substantially all of the economic
benefits embodied in the investment properties
over time, rather than through sale. Therefore,
the directors have determined that the “sale”
presumption set out in the amendments to
HKAS 12 is not rebutted. As a result, the Group
has not recognised any deferred taxes on
changes in fair value of investment properties
situated in Hong Kong as the Group is not
expected to have tax consequence on disposal
of those investment properties. For investment
properties situated in PRC, the Group has
recognised deferred taxes on changes in fair
value as those properties are subject to land
appreciation taxes and enterprise income taxes
upon disposal as appropriate.

Depreciation, useful lives and residual
values of property, plant and equipment
The Group’s management exercises its
judgement in estimating the useful lives and
residual values of the depreciable property, plant
and equipment other than CIP. The estimated
useful lives and residual values reflect the
management’s estimate of the periods the
Group intends to derive future economic
benefits from the use of these assets.

The Group depreciates its property, plant and
equipment other than CIP in accordance with
the accounting policies stated in note 2.8. The
carrying amount of property, plant and
equipment is disclosed in note 16.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (Bl E —ZF —

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Critical accounting estimates and
assumptions (Continued)

(@)

v)

(vi)

Net realisable value of inventories
related to electronic products

Net realisable value of inventories is the estimated
selling price in the ordinary course of business,
less estimated costs of completion and selling
expenses. These estimates are based on the
current market condition and the historical
experiences of selling products of similar nature.
It could change significantly as a result of
competitor actions in response to severe industry
cycles. The Group’s management will reassess
the estimations at the reporting date.

Estimates for net realisable value of
properties under development and
completed properties held for sale

As at 31 December 2012, the carrying amounts
of properties under development and completed
properties held for sale are approximately
HK$1,644,653,000 (2011: approximately
HK$3,225,400,000) and approximately
HK$377,446,000 (2011: approximately
HK$482,931,000), respectively. The Group
assesses the carrying amounts of properties
under development and properties held for sale
according to their net realisable value based on
the realisability of these properties. Net realisable
value for properties under development is
determined by reference to management’s
estimates of the selling price based on prevailing
market conditions, less applicable variable
selling expenses and the anticipated costs to
completion (including land costs). Net realisable
value for properties held for sale is determined
by reference to management’s estimates of the
selling price based on prevailing market
conditions, less applicable variable selling
expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

4. CRITICAL ACCOUNTING ESTIMATES AND 4.
JUDGEMENTS (Continued)
(@) Critical accounting estimates and (@)
assumptions (Continued)
(vii) Estimated impairment on receivables

BEREHhTT RAE @)
BASEE R R ()

(vii) FEYBRFLBE 1L E

The Group’s management assesses the
collectability of receivables. This estimate is
based on the past collection, credit history and
ageing analysis of the Group’s receivables, as
well as the current economy and market
condition. Impairment on receivables is made
based on the estimation of the future cash flow
expected to arise and the original effective
interest rate in order to calculate the present
value. The Group’s management determines
impairment of its receivables on a regular basis
and reassesses the impairment of receivables at
the reporting date.

(viii) Impairment of interests in subsidiaries

The Group’s management follows the guidance
of HKAS 36 Impairment of assets, in
determining whether interests in subsidiaries are
impaired requires the assumption made
regarding the financial health of near-term
business outlook for the investment, including
factors such as industry and sector
performance, changes in technology and
operational and financing cash flow.

Based on the Group’s assessment there is no
requirement to provide for any allowance for
impairment in value of interests in subsidiaries.
The Company’s carrying amount of interests in
subsidiaries at 31 December 2012 was HK$16
(2011: HK$16).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (Bl E —ZF —

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Critical accounting estimates and
assumptions (Continued)

(ix) Impairment of interests in associate

(@)

x)

The Group’s management follows the guidance
of HKAS 36 Impairment of assets, in
determining whether interests in associate are
impaired requires the assumption made
regarding the financial health of near-term
business outlook for the investment, including
factors such as industry and sector
performance, changes in technology and
operational and financing cash flow.

Based on the Group’s assessment there is no
requirement to provide for any allowance for
impairment in value of interests in associate. The
Group’s carrying amount of interests in
associate at 31 December 2012 was
approximately HK$700,036,000 (2011:
approximately HK$562,772,000).

Estimation of fair value of investment
properties and buildings

Investment properties and buildings are revalued
at the end of each reporting period based on
the appraised market value provided by
independent professional qualified valuers. Such
valuations were based on certain assumptions,
which are subject to uncertainty and might
materially differ from the actual results. In
making the estimation, information from current
prices in an active market for similar properties
is considered and assumptions that are mainly
based on market conditions existing at the end
of each reporting period are used.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (&

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(@)

Critical accounting estimates and

assumptions (Continued)
(xi) Recognition and allocation of

(b)

construction cost on properties under
development

Development costs of properties are recorded
as properties under development during the
construction stage and will be transferred to
completed properties held for sale upon
completion. Apportionment of these costs will
be recognised in the income statement upon
the recognition of the sale of the properties.
Before the final settlement of the development
costs and other costs relating to the sale of
properties, these costs are accrued by the
Group based on management’s best estimate.

When developing properties, the Group may
divide the development projects into phases.
Specific costs directly related to the
development of a phase are recorded as the
cost of such phase. Costs that are common to
phases are allocated to individual phases based
on the estimated saleable area of the entire
project.

When the final settlement of costs and the
related cost allocation is different from the initial
estimates, any increase or decrease in the
development costs and other costs would affect
the profit or loss in future years.

Critical judgements in applying the Group’s

accounting policies

(i)

Deferred product development costs
Careful judgement by the Group’s management
is applied when deciding whether the
recognition requirements for deferred product
development costs have been met. This is
necessary as the economic success of any
product development is uncertain and may be
subject to future technical problems at the time
of recognition. Judgements are based on the
best information available at each reporting
date. In addition, all internal activities related to
the research and development of new software,
products or know how are continuously
monitored by the Group’s management.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

5. SEGMENT INFORMATION 5. pHER
The Group is organised into seven (2011: six) business AEERIEE(ZT——F - XA EH
units, based on which information is prepared and reported B UTAERERSBERFIZREAME
to the Group’s chief decision makers, for the purposes of E¥BBEUREEEBER A AEEEER
resource allocation and assessment of performance. RARE -
Information of the Group’s operating and reportable REE 2 EERAIRED B 2ERSI RN
segments are shown as follows: Ik
For the year ended 31 December 2012 BE-E——-—F+-HA=+—HILEE
Equity and Provision
Electronic ~ commodity ofloan  Properties  Properties Hotel  Properties
products  investments finance  development  investment operation  management Total
25k it

E7ER BRAk LT UEEE ST SRk hzgR ]
HKS000 HK§'000 HKS$'000 HKS000  HK$'000 HKS000  HK$'000 HKS000

Tin T Tin T Thn Tin Thn T

Reportable segment revenue TREHBAE
Exteral revene kg 208,792 - - 503,788 17437 184,550 15572 1,020,139
Iner-segment revenue ABENE - - - - 9 3619 - 3628
298,792 - - 503,768 17,446 188,169 15,572 1,023,767
Reportable segment profit/loss) TREAFEA/ (BE) 4,989 (1,985) (14 (11,35 (64,521) 5m) 6,53 (697,526)
— Products development income - ERERUA 1,031 - - - - - - 1,031
— Compensation from vendors -Eh7iE 9 - - - - - - 90
— Exchange gains -Eihs 41 - - - - - - 451
— Bad debt recovery - ZRUE 8 - - - - - - 8
— Depreciation on property, plantand -~ - 1% FRRAR
equipment 7& (5,244) - - - - (55,627) - (60871)
— Amortisation of leasehold land and -RETHRLS
land use rights il 4 7] - - - - (3,726) - (35,769)
— Business tax and otherlevies - BERRALEE - - - (27,893 (3,119 (10,804) (o79) (42,788)
— Distrbution costs - DA (6,458) - - (49,735) - - (529) (66,722)
— Unrealised loss on financial assets - RAVERERNE
at fair value through proft and loss LEHEELE
ShEE = (1,982) = = = = = (1,982)
~ Amortisaton of deferred product - ERERRRNA
development costs B (563) - - - - - - (563)
— Provison for slow moving inventories - B EEE (1,820 - - - - - - (1820)
~ Impaimnent osses of completed - K EZRRT
properties held for sele and NERERRNE
properties Under development AEEE - - - m = = - [
— Fair vale changes on investment propertes — &£ A TERES) - - - - (4451) - - (4451)
— Loss on disposal of investment properties —fi £ A% /R - - - - (32,818) - - (32,818)
— Falr vlug changgs on revaluation -B[FEFLTERY
of bulcing - - - - - 61,254 - 61,254
— Finance costs - BEA - - - = = (46,466) - (d6,466)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

SEGMENT INFORMATION (Continued) 5. oIEREHE)
As at 31 December 2012 R-E—-—-—H+=-H=+—H

Equity and Provision

Electronic ~ commodity ofloan  Properties  Properties Hotel  Properties
products  investments finance  development  investment operation  management Total
#5R Bt

§7ER BRAE LT UEETE ST K UE ]
HK$000 HK§'000 HK$000 HKS000  HK$'000 HKS000  HKS'000 HK$000
Tin T Tir T TR T TR i

Reportable segment assets THEHPER
~ Property, plant and equipment - 0% BERE 40,002 - - - - 506,021 - 636,923
— Properties under cevelopment -EBnz - - - 164465 - - - 164465
— Completed properies held for sale - BEAEIERT

nz = - - 377,446 - - - 317,446
— Investment propertis - kanz - - - - 434,465 - - 434,465

— Leasehold land and land use rights -BEthRtH

1921 - - - - 11055% - 110746
— Deferred product development costs 395 - - - - - - 395
— Financial assets t fair velue through
proft orloss - 3,995 - - - - - 3,995
— Inventories 32,031 - - - - 2,11 - 34,142
— Trade receivables 2710 - - - 1,386 5,138 - 36,234
— Prepayments, deposts and
other receivelles 3,240 - - 2,485 445 2,017 - 46,47
— Cash and cash equivelents 2219 28 - - - 17823 10,007 56,347
— Taxrecoverable - - - 2,057 - - - 2,057
Addiions to non-cuent segment EmREEE
assets duing the year AAE 2486 - - - 44,800 13,141 - 60427
Reportable segment liabilities HEHDEE
— Tradle payables - BAES (30,768) - - (24.240) - (3,689) - (58,697)
— Aocruals and other payables - B BRREbER
i (24.221) - - (168,854) [21819) (123517) (8,034 (352,444)
— Obligations under finance lease - BEREAE (246) - - - - - - (246)
- Borowings - &% = - - (372,300) - (729,246) - (1,101,546)
— Provision for axafion -TERE (1,109) - - (32437) (93,861) - - (127.407)
- Povsonforlong senvce payment -~ EERBHERE (1,38) - - - - - = (1,383)

Annual Report 2012 % 97



98

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

5.

SEGMENT INFORMATION (Continued)

5. oHER @

For the year ended 31 December 2011 HEZZ——F+-A=+—HLFE
Equity and Provision
Electronic  commodty of loan Properties Properties Hotel
products  investments finance  development  investment operation Total
FAk it
5TEm AnRE EFRE EL MERA BERE &%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
ThR ThR L ThR iR ThEn ThR
Reportable segment revenue THES Bl
External revenue ibie 318903 5,709 - 297,256 27,79 46,722 696,385
Reportable segment profit/{loss) ~ THES R/ (Bi8) 4216 (1,49) 21) (626,240) (25,616) (374,299 (1,023,456)
— Products development income - ERFBEHA 1558 - - - - - 1558
— Compensation from vendors -EnzHR 127 - - - - - 127
— Exchange gains - EilE 279 - - - - _ 979
— Bad debt recovery - BRlE - - - 22,079 - - 22,079
— Written off of long outstanaing - MRS
payable FEft IR - - - 1,680 - - 1,680
— Depreciation on property, plant - 0% BERGE
and equipment e (5,561) - - - - (18,657) (24,018)
— Amortisation of leasehold land - BETHRTH
and land use rights PREER (62 - - - - (35,379) (35,441)
— Business tax and other levies - SERRENEE - - - (3,126) (4,640) (2617) (10,383)
— Distrioution costs - HERE (7,160) - - (26,675) - - (33,835)
— Unrealised loss on financial assets ~ — A TEEBHEAE
at fair value through profit and LEREEIR
loss 2EER - (159) - - - - (1,59)
— Loss on written off of property, - HEnE BER
plant and equipment REEE (16) - - - - - (16)
— Amortisation of deferred - BEERFRAE
product development costs g (720) - - - - - (7120)
— Pre-opening expenses - AR - - - - - (25,158) (25,158)
— Provision for slow moving inventories  — B #7F 5% & (2,588) - - - - - (2,588)
— Impairment losses of completed - BENEZERT
properties held for sale and MERERTYE
properties under development HEER - - - (599,681) - - (599,681)
— Fair vale changes on investment - REWELTEED
properties - - - - (59,666) - (59,666)
— Gain on disposal of investment - HERENEYE
properties - - - - 11,239 - 11,239
— Impairment losses of property, - W% BERRE
plant and equipment HEER - - - - - (62,968) (62,968)
— Fair value changes on revaluation - B EEFATEE
of buiding - - - - - 06790 (206,792)
— Finance costs - BARK - - - - - (22,036) (22,036)

Talent Property Group Limited e #RibESEBEGRE A A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

5. SEGMENT INFORMATION (Continued) 5. oEEFRE
As at 31 December 2011 WZZE——F+=-A=+—AH

Equity and Provision

Electronic ~ commodity of loan Properties Properties Hotel

products  investments finance  development  investment operation Total
5k Rtk

EFER BnRE EREE IEE MERE BERRE 2%

HK$ 000 HK$000 HKS'000 HK$ 000 HKS'000 HKS'000 HK$’006
TEL TER TEL AL TR TR TEL

Reportable segment assets TREFHEE
— Property, plant and equipment - 0% BERRE 42,005 - - - - 571,485 613,490
— Properties under development —¥EhyE - - - 3225400 - - 3225400
— Completed properties held for sale — #{EHEZRRT
nE - - - 482,931 - - 482,931
— Investment properties - RENE - - - - 927516 - 927,516
— Leasghold land and land use rights &+ i T3t
FRE 1,982 - - - - 1,180,215 1,132,197
— Deferred product development costs  — ERESERRA 616 - - - - - 616
— Financial assets at fair valus through  — AT EEIEX G
proft or loss LEBEE - 5517 - - - - 5517
— Inventories -G 32,976 - - - - 3,253 36,229
— Trade receivables - BYER 30,087 - - 25,670 2,461 3821 61,989
— Prepayments, deposits and - BAFE  &ER
other receivables Efbelizue 3,161 - - 19,410 452 1,697 24,720
— Cash and cash equivalents -BERBLEEN 32,736 240 5 - - 7912 40,893
~ Resrictedl cash - ¥RsRE - - - 2540 - - 2,540
— Taxrecoverable - AlEHE 641 - - 2,657 - - 3,298
Adations to non-current segment ENFEZERD
assets during the year PHEE 7317 - - - 13,865 318,547 339,729
Reportable segment liabilities THEINEE
— Trade payables - ENERR (34,424) - - (48,211) - (3,668) (86,303)
— Accruals and other payables - EHERRAMER
7B (25,560) (80) 20 (34397 (166,878)  (148287)  (684,782)
— Obligations under finance lease - BEMEAE IR) - - - - - (273
— Borrowings - &5 - - - (245,800) - (716,368) (962,668)
— Provision for taxation - WEkE - - - (138,782) (30,725) - (164,507)
— Provision forlong senvice payment - SEBERZEE (1,383 - - - - - (1,383)
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5.

100

SEGMENT INFORMATION (Continued) 5.
The following is an analysis of the Group’s revenue and
results by reportable and operating segments:

THE+ZA=TRLEFE)

DEBE R ()
AT RAEBEIZAHRERE
Yeas M EEE DT

2012 2011
—E--F —ET——%F
HK$’000 HK$'000
FERT FAT
(restated)
(&%)
Revenue g
Total revenue from reportable segments A] $i &5 73 2B 48 U 25 1,023,767 696,385
Elimination of inter-segment revenue 7> S8R Uk 25 1K 85 (3,628) -
Consolidated revenue iR e W 1,020,139 696,385
Loss =
Reportable segment loss R 2 ETE (597,526) (1,023,456)
Elimination of inter-segment profits 73 5 1 58 4K £ (1,993) -
Reportable segment loss derived from A& Dk 5§ ANEE
Group’s external customers INRE P EE (599,519) (1,023,456)
Operating lease charges BT E ST H (14,564) (16,612)
Loss on disposal of available-for-sale  HERHHESREE 2 B
financial assets (403) -
Fair value changes on derivative PTESRTENFEES
financial instruments (69,428) (26,573)
Share of loss of an associate DEBE ARSI (9,243) (3,110)
Finance costs B E R AR (192,430) (212,114)
Unallocated expenses FoBLX (93,174) (101,385)
Unallocated income Ko A 59,123 24,387
Loss for the year FEEE (919,638) (1,358,863)
Income tax credit FTig ik e 166,899 217,628
Loss for the year FEEIE (752,739) (1,141,235)
Reportable segment assets Al IRE D EE E 4,380,550 6,557,396
Assets classified as held for sale DEAFELEZEE 2,270,481 -
Corporate assets NEIEE 1,875,330 1,624,898
Group assets SEEE 8,526,361 8,182,294
Reportable segment liabilities AIRESEHEE (1,641,723) (1,899,916)
Liabilities associated with assets DEABELEZEEN
classified as held for sale EEaE (1,637,278) -
Corporate liabilities REBE (4,381,765) (4,793,988)
Group liabilities SEaE (7,660,766) (6,693,904)

Talent Property Group Limited e #RibESEBEGRE A A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

SEGMENT INFORMATION (Continued)

The accounting policies of the operating and reportable
segments are the same as the Group’s accounting policies
described in note 2.24. This is the measure reported to the
Board of Directors for the purposes of resources allocation
and performance assessment.

There was no single customer individually contributed over
10% of the Group’s total revenue during the year.

During the year ended 31 December 2011, revenues of
approximately HK$87,410,000 and HK$70,716,000 or
12.5% and 10.2% were derived from two single external
customers respectively. These revenues were attributable to
the trading of electronic products segment. At 31 December
2011, 24.4% and 7.5% of the Group’s trade receivables
were due from the above customers respectively.

The Group’s revenues from external customers and its non-
current assets (other than financial instruments and interests
in associate) are divided into the following geographical
areas:

2 EER ()
LERATRE D B E T BREMME2.24
P AR EE A BER—80 ARERD K
RERBFZABETERE 27X

FR- BEE—FFEREAEBAIE
R ERIEE10% °

HE-_Z—F+-_A=+—HILEFE"
W5 4987,410,00075 7T (12.5%) & 70,716,000
HBIL(10.2%) D RIREMEZE —INAEP o
ZEREEBRETEME I DI - #H=E
—T——F+_A=+—8 KNEHEK
BRI 24.4% K 7.5% DRIk E LR -

AEBEXRBIAETFPZREREFERBE
ENERERIARNEE AR Z#E)
DISPA IO

Revenue from external customers: KEINARE 2 Was
2012 2011
—E--F —ET——4%F
HK$’000 HK$'000
FET FAT
Hong Kong (domicile) (note (a)) B (EBERE) (5 () 25,531 26,168
North America (note (b)) =M (B 7t (b)) 47,030 61,143
Europe (note (c)) BN (B 3% () 18,104 22,948
Japan B 197,650 199,278
Mainland China R 722,256 374,060
Others (note (d)) HAth (F75E () 9,568 12,788
Total et 1,020,139 696,385
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5.

102

SEGMENT INFORMATION (Continued) 5. oHER @
Non-current assets: IEMBNEE -
2012 2011
—E-—F —T——F
HK$’000 HK$’000
FHExT FET
Hong Kong (domicile) (note (a)) B (e (5t (a) 55,765 57,552
Mainland China A 5] A 3 2,169,464 2,705,713
Total st 2,225,229 2,763,265
Notes: HitaE
(a) The place of domicile is determined based on the location of central (@ EBFTEt IAREP RE R B EEET ©
management.

(b) Principally included the United States of America (“the USA”) and

Canada.

() Principally included the United Kingdom, France, Germany and the

Mainland Europe.

(d) Principally included Taiwan, Korea and elsewhere in Asia.

The geographical location of customers is based on the
location at which the services were provided or the goods
delivered. The geographical location of the non-current
assets is based on the physical location of the assets.

(0) TEFEXNBARE (X)) RNEKX -

(© TEFRE  XE - BERBUNKE -

(d) TEEFEAYE  BERIMEMILE -

BEPMEMIBMEIARERBARNE
M2 EREE - FERBE EMEMIEA

BENNEEZERMUERERE -

REVENUE 6. W
The Group’s principal activities are disclosed in note 1 to REBZ T 2EBHANZSFHREVB]RE
these consolidated financial statements. Turnover of the Bt o 2R BB MRS 2 W BN A R [E 2
Group is the revenue from these activities. Revenue from ¥ o FARBZAEEREFTEZEBL 2
the Group’s principal activities recognised during the year is WESaT
as follows:
2012 2011
—E——F —T——fF
HK$’000 HK$'000
FET T
Sales of electronic products HEEFEM 298,792 318,903
Trading of precious metal BEEETE - 5,709
Sales of properties SHEYE 503,788 296,804
Gross rental income from investment X&YW AERE
properties 17,437 27,795
Gross rental income from car parking B 7 F 4 W A 4858
spaces - 452
Hotel operation income I B U A 184,550 46,722
Rental income from sub-letting of PHABEEEZHESHA
leased assets 13,392 -
Properties management fees MEERE 2,180 -
Total st 1,020,139 696,385
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7. OTHER REVENUE AND NET INCOME 7. HMKERKWAFERE
2012 2011
—E——F —T——F
HK$’000 HK$'000
FET FET
(restated)
(&5)
Other revenue Ht
Interest income on financial assets B EAAAREZeREEY
carried at amortised costs FlEUW A 1,470 2,837
Interest income on loan to an associate 4 FHE& AT E R 2 K EUW A 27,136 -
Consultancy fee income BREBUA 18,386 -
Dividend income from listed EHREEE 2REUWA
investments = 10
Products development income EmFEA 1,031 1,558
Bad debt recovery AR E 9,434 22,079
Compensation from vendors BHZHE 250 127
Written off of long outstanding payable i §&5 & B & & 44 &~ 7018 36 10,977
Rental income from sub-letting of HEAEEE 2 HSWA
leased assets 1,168 554
Others Httb 479 666
59,390 38,808
Other net income Htg A 58
Exchange gain, net [ Uk S - F5E 1,440 12,052
60,830 50,860
8. FINANCE COSTS 8. REMA
2012 2011
—E-—=fF —E——%
HK$’000 HK$'000
FERT T
Interest on bank loan borrowing, gross $R1T{& & > FI| 2 4858 112,405 74,375
Less: amount capitalised to B BREBEERYER
properties under development BIEYIE 2 £78
and the hotel property 57,922 32,530
Interest on bank loan borrowing, net  R{TEE Z 7|2 %58 54,483 41,845
Interest on other loans wholly BERAFAREEZHMWER
repayable within five years Z X B 20,388 32,668
Interest on convertible notes AR ERZHE 146,077 142,817
Interest on promissory notes A EE R B 17,948 16,820
238,896 234,150
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9.

LOSS BEFORE INCOME TAX 9. BREFEBIAIEE
2012 2011
—E-—_—F —T——F
HK$’000 HK$'000
FET FET
Loss before income tax is BRETIS T ATE 1B
arrived at after charging/(crediting): BB (GEA) ¢
Cost of inventories sold EEFERAR 185,118 217,124
Cost of properties sold EEWENK A 481,740 206,747
Cost of hotel operation B B AR 137,187 41,180
Cost of properties management MEEBK A 7,514 -
Business tax and other levies (note (b)) & %% &k EMEE (K% b)) 42,788 10,383
Depreciation on property, plant and Y - BE MR EITE (K@)
equipment (note (a))
— Owned assets — BEEE 83,844 34,774
— Leased assets —HELE 58 50
Amortisation of leasehold land and FEE £ b N £ b A 8
land use rights 35,977 35,631
Research and development costs MEER (BEEMUELE®R
(including amortisation charge on R ZEEER)
capitalised deferred product
development costs) 930 997
Operating lease charges in respect of  +ih MIEF 7 & EHE T H
land and buildings 14,564 16,612
Unrealised loss on financial assets BATECEBEAEZEREE
at fair value through profit or loss ZAREIR EE 1,582 1,595
Auditors’ remuneration ZEEE S 1,300 1,300
Provision for slow moving inventories %4477 &5 # & 1,820 2,588
Provision for impairment of trade EERERERFTORERE
receivables recognised 1,862 84
Loss on disposal of property, HEDE  WERREZES
plant and equipment - 539
Loss on written off of property, MEEmE - WE L& E 2 EE
plant and equipment 281 267
Pre-opening expenses EIE=9z5 = 25,158
Rental income from wEYEHRSBA
investment properties less WEERX
direct outgoings (note (c)) (MH3E () (17,437) (27,795)
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LOSS BEFORE INCOME TAX (Continued) 9. PBREIBHAESE @
Notes: /WH .
(a) Depreciation expenses (a) ERX

Depreciation expenses of approximately HK$3,252,000,
HK$14,522,000 and HK$66,128,000 (2011: approximately
HK$3,444,000, HK$2,397,000 and HK$28,983,000) have been

Hr & B & 493,252,000 7T + 14,522,000 7% 7T K&
66,128,000 70 ( =T — — 4 : #)3,444,0007%
JT * 2,397,000 T & 28,983,000 % 7T ) £ 9 5

included in cost of sales, distribution costs and administrative FEAHERAE » DHRARITRER -

expenses respectively.

(b) Business tax and other levies (b) %iﬁﬁﬁﬁﬂf#i o o ¥
The Group with business operation in the PRC is subject to business $2m¢ BlAE  SR ARp F R IA T B
taxes on their revenue at the following rates: AR
Category Rate
=Rl Bix
Sales of properties HEWE 5%
Rental income from investment properties and BREMERBEMZHASKRAR

car park units and hotel operation income JEE EE A 5%

() Rental income from investment properties (c) REWEHS WA

There are no direct outgoings incurred for investment properties for

BE_Z-—_FR-_F——Ft-A=t+—HLk
the year ended 31 December 2012 and 2011. FE - REMEIEERRSY -

EMPLOYEE BENEFIT EXPENSE (INCLUDING 10. EERFIMX (BEESEHMH)

DIRECTORS’ EMOLUMENTS)

2012 2011
—E—CfF —ET——4%F
HK$’000 HK$’000
FET FHT
Wages and salaries ITERF® 123,969 111,048
Pension costs — defined contribution RKEZAR — FEREAFE 2

plans 7,674 5916
131,643 116,964

Less: Amount included in pre-opening & : FZERIERD 82152 I8
expenses = (11,605)
131,643 105,359
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11. DIRECTORS’ REMUNERATION AND SENIOR 11. EEMERSREEASE M

MANAGEMENT’S EMOLUMENTS

11.1 Directors’ emoluments 111
Executive directors and independent non-executive
directors:
2012
Salaries,
allowances &
Directors’ benefits
fees in kind
i 11

EEfe  REWAR
HK$'000 HK$'000

EEME
MITESE MBI IFITES

—E-CF
Contribution
to defined
Discretionary contribution
bonus plan Total
MR
B HE HY

HK$'000 HK$'000 HK$'000

FER T FET TER FER
Executive directors HITES
Mr. Ng Pui Keung inRGiL: e - 1,600 - 14 1,614
Mr. You Xiaofei LEREE - 1,072 - 60 1,132
Independent non-executive BIEHT
directors Bz
Mr. Cheung Chung Leung, Richard ~ 3Rk# R 54 150 - - - 150
Mr. Ng Wai Hung (Note 1) REEEEMFT) 15 - - - 15
Mr. Lo Wai Hung ERERE 216 - - - 216
Ms. Pang Yuen Shan, Christina gt (fi2)
(Note 2) 165 - - - 165
546 2,672 - 74 3,292

Note 1: Mr. Ng Wai Hung, resigned as an independent non-
executive director on 31 January 2012.

Note 2: Ms. Pang Yuen Shan, Christina, appointed as an
independent non-executive director on 31 January 2012.
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11. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (Continued)

1. ESMERSRERZASHM @)

11.1 Directors’ emoluments (Continued) 1.1 ESF#€ (8
Executive directors and independent non-executive WITEE MBI IERNITES
directors:
2011 —2—F
Salaries, Contribution
allowances & to defined
Directors’ benefits  Discretionary  contribution
fees in kind bonus plan Total
k= ERMHT
EShe  REDF& WA HEaE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TAT TAT TAT TAR
Executive directors HITES
Mr. Yau Tak Wah, Paul (Note 1) RS A (7t 1) - 1,204 - 62 1,356
Ms. Louie Mei Po (Note 2) EXZEMAMH2) - 1,340 - 67 1,407
Ms. Liu Yee Nee (Note 2) BER/NE(HE2) - 741 - 37 778
Mr. Ng Pui Keung {hmos % & - 1,600 - 12 1,612
Mr. You Xiaofei LERTE - 954 - 56 1,010
Independent non-executive BYEHT
directors Bz
Mr. Cheung Chung Leung, Richard  3kff R 554 150 - - - 150
Mr. Ng Wai Hung REREE 180 - - - 180
Mr. Wu Wang Li (Note 3) Ro\BEA (M3 3) 10 - - - 10
Mr. Lo Wai Hung (Note 4) BEELE(H4) 198 - - — 198
538 5,929 - 234 6,701
Note 1: Mr. Yau Tak Wah, Paul, resigned as an executive director HiaE1: EBEEXER-_Z——FHLALBE

Note 2:

Note 3:

Note 4:

on 9 September 2011.

Ms. Louie Mei Po and Ms. Liu Yee Nee were resigned as

executive directors on 28 September 2011.

Mr. Wu Wang Li resigned as an independent non-executive

director on 31 January 2011.

Mr. Lo Wai Hung appointed as an independent non-

executive director on 1 February 2011.

During the year ended 31 December 2012 and 31
December 2011, no emoluments were paid by the
Group to any directors as an inducement to join or
upon joining the Group or as compensation for loss of

office.

There were no arrangements under which a director
waived or agreed to waive any remuneration during
the year (2011: Nil).

EHITEE -

Mtz BXRENMAREERNMENR-T——
FARZTN\HBHERITES -

KiE3: RILBEENR-T——F—-A=+—
BEHEBLIFRITES -

Kiet4 : BEEEEER-ZT——F-/—HE
ZERBIUFNTES -

REZE-ZT——F+-A=1+—AK
—E——F+-_A=+—HLFE"
AEEHERESIHEAMESIER
DA £ B 3 R AN AR 2 H2 B sk B
ZHHE -

BEENFARBELREXRER

REMMES 2L (ZFT——F:
&) e
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11. DIRECTORS’ REMUNERATION AND SENIOR 11.
MANAGEMENT’S EMOLUMENTS (Continued)
11.2 Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year included one (2011:
three) director whose emoluments are reflected in the
analysis presented in note 11.1. The emoluments
payable to the remaining four (2011: two) individuals
during the year are as follows:

EESHERSREBEAESHFM @)

11.2 EEREEHALT
AEEFARAERSFATEE—F
(Z2—F:ZR)EE - FEZM
TERKMIFEITA 2RO o
EEMSBTHZ(ZE—F - MA)A
TFERNZENEAT

2012 2011
—E——fF —=——%F
HK$’000 HK$’'000
FET FET

Salaries, allowances and benefits e EBREYA G
in kind 7,642 3,006
Retirement scheme contributions RIREETEIEER 270 238
7,912 3,244

The emoluments fell within the following bands:

ZEMEER IR -

Number of individuals

EEA"
2012 2011
—F—=F .
Emolument bands B 48 51

HK$2,500,001-HK$3,000,000 2,500,001 % 7T & 3,000,000
BT 1 -

HK$2,000,001-HK$2,500,000 2,000,001 % 7t £ 2,500,000
7SI 1 -

HK$1,500,001-HK$2,000,000 1,500,001 77T & 2,000,000
757 1 1

HK$1,000,001-HK$1,500,000 1,000,001 77T & 1,500,000
BT 1 1
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12. INCOME TAX CREDIT 12. FiBHIER
2012 2011
—E—=fF —E=——fF
HK$’000 HK$'000
FERT FHT
(restated)
(&5)
Current tax BPEA 18
Hong Kong BE
— Tax for the year — RNEFEEFIA 967 421
— Tax relief adjustment for — FFEZHREERAE
previous year (38) (10)
929 411
The PRC — Corporate Income Tax R — EAER
— Tax for the year — RFEEMIE 82,823 33,486
— Qver provision in respect of — UAFEBEEE
prior years (10,074) (1,466)
72,749 32,020
The PRC — Land appreciation tax FRE — i ER
— Current year — KREE 105,117 17,744
— Over provision in respect of — UAFEBEEE
prior years (80,249) -
24,868 17,744
Deferred tax ELEBIE
— Current year — KFEE (255,725) (267,803)
— Over provision in respect of — UAEFEBBEE
prior years (9,720) -
(265,445) (267,803)
Total income tax credit FrERIER4EzEE (166,899) (217,628)
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12. INCOME TAX CREDIT (Continued) 12.

Reconciliation between tax credit and accounting loss at

110

applicable tax rates:

FREBER (@)
REAERERNEAEGHEE Y
B :

2012 2011
—E——F —E——F
HK$’000 HK$'000
FET FAT
(restated)
(&%)
Loss before taxation BRI AT ETIE (919,638) (1,358,863)
Income tax at Hong Kong profits tax 32 & RIS 55 & 16.5% il >~
rate of 16.5% FTig#i (151,740) (224,212)
Tax effect of different taxation rates HMHREREER TR E
in other tax jurisdictions Mg (56,975) (96,854)
Over provision in prior years AT FE BRI (100,043) (1,466)
Tax effect of non-taxable revenue DA 2 RIS E (2,355) (3,919)
Tax effect of non-deductible FABASZ 2 B &
expenses 81,954 69,561
Tax effect of temporary differences REBEEERSERE RIS &
not provided 29,707 361
Tax effect of prior year’s unrecognised 4 A1 F BA{E & R MR FLIE
tax losses utilised this year BiEz Sy E 42 (22)
Tax effect of unused tax losses not RIERAE R IERIE 2 FRIE
recognised e 19,974 43,975
PRC land appreciation tax AR+ 1B (E L 105,117 17,744
Effect of PRC land appreciation tax PR IIGER & 22,088 3,238
Land appreciation tax on fair value KEMENTFEEHELD
changes on investment properties + IR (ET (113,221) (81,879)
Tax relief adjustment for previous year 4[> fFiIEE 6 5% (38) (10)
Others Hith (1,409) 5,855
Income tax credit FGTE R (166,899) (217,628)

Hong Kong profits tax has been provided at the rate of
16.5% (2011: 16.5%) on the estimated assessable profits
for the year. Taxation on overseas profits has been
calculated on the estimated assessable profits for the year
at the rates of taxation prevailing in the countries in which

the Group operates.
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12. INCOME TAX CREDIT (Continued)

The income tax provision of the Group in respect of
operations in Mainland China has been calculated at the
applicable tax rate on the estimated assessable profits for
the year, based on the existing legislation, interpretations
and practices in respect thereof.

PRC land appreciation tax is levied at progressive rate
ranging from 30% to 60% on the appreciation of land value,
being the proceeds of sales of properties less deductible
expenditures including lease charges of land use rights and
all properties development expenditures.

The National People’s Congress of the PRC approved the
Corporate Income Tax Law of the PRC (the “New Tax Law”)
on 16 March 2007. With effective from 1 January 2008, the
tax rate applicable to the enterprises established in the PRC
will be unified at 25% with certain preferential provisions.
Except for one of the Group’s subsidiaries, Gaojin
Electronics (Shenzhen) Co., Ltd is entitled to preferential tax
treatments granted by the relevant tax authorities in the
PRC and is subject to a lower income tax rate of 20%, until
the unified tax rate of 25% gradually transitioned in 2012.

Furthermore, in accordance with the Detailed
Implementation Regulations for implementation of the new
Corporate Income Tax Law issued on 6 December 2007, a
10% withholding tax shall be levied on the dividends
remitted by the companies established in the PRC to their
foreign investors starting from 1 January 2008. Dividends
coming from the profits generated by the PRC companies
after 1 January 2008 shall be subject to this withholding tax.
As at 31 December 2012, the Group has not accrued any
withholding income tax for the earnings of its PRC
subsidiaries (2011: nil), because the Group does not have a
plan to distribute earnings from its PRC subsidiaries
generated in the period from 1 January 2008 to 31
December 2012 in the foreseeable future.

12.

FRBER (5)

AEBEB P EARBEBELZAEHEME
TIREARFE AT ERTEH - EREE
Bl BRREAER T IERAREE -

A R E R AR R T (E(E 2 g K (B8
EMEMSRENRAINRAX (BIELH
FRARAEEAULMEDEZERESL))
2 2HEF K 30% E 60% HUK o

R-TTLE=A+AR FHAZEAR
oA R R O % BB BE (T3 B
%) B-TENE—A—BE - EAR
ERBRT %2 HEBH—525%
UREETERGSR - BAEERT K
WEATSYET CRY) ERATZAEH
BRI B T B EES - o IRBIEH
ERBE20% M BER-F——F&
B R G—B K 25% Bk -

SN RBR —FTEF+ = ANARM
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112

13.

14.

LOSS ATTRIBUTABLE TO THE OWNERS OF
THE COMPANY

Of the consolidated loss attributable to the owners of the
Company of approximately HK$667,526,000 (2011:
approximately HK$963,367,000), a loss of approximately
HK$903,479,000 (2011: approximately HK$172,994,000)
has been dealt with in financial statements of the Company.

LOSS PER SHARE

Basic loss per share

The calculation of basic loss per share is based on the loss
attributable to the owners of the Company of approximately
HK$667,526,000 (2011: approximately HK$963,367,000)
and on the weighted average of approximately
3,056,755,780 (2011: approximately 2,541,901,188)
ordinary shares in issue during the year.

Diluted loss per share

Diluted loss per share is calculated by adjusting the loss
attributable to ordinary equity holder of the Company and
the weighted average number of ordinary shares
outstanding to the effect of all dilutive potential ordinary
shares. The Company’s dilutive potential ordinary shares
consist of share options and convertible notes. For the
share options, a calculation is done to determine the
number of shares that could have been acquired at fair
value (determined as the average annual market share price
of the Company’s shares) based on the monetary value of
the subscription rights attached to outstanding share
options. The number of shares calculated as above is
compared with the number of shares that would have been
issued assuming the exercise of the share options. For the
convertible notes, it is assumed to have been converted into
ordinary shares, and the net profit is adjusted to eliminate
the interest expenses.

Diluted loss per share for the year ended 31 December
2012 and 2011 has not been presented because the
outstanding share option and convertible notes had an anti-
dilutive effect.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

INVESTMENT PROPERTIES — GROUP

15. REYE — F£E

2012 2011
—E—CfF —ET——4F
HK$’000 HK$'000
FET T
At 1 January ®n—A—H 927,516 1,146,409
Exchange realignment I 5 = 8,919 56,782
Additions NE - 13,865
Disposals s (488,184) (229,874)
Transfers to completed properties BESEELE L
held for sale [RA /S (9,335) -
Loss from fair value adjustment N ERAEERE (4,451) (59,666)
At 31 December R+—_A=1+—H 434,465 927,516
The analysis of the net carrying amount of investment KREMERNt+ —_A=+—RHZMAZE@
properties according to lease periods as at 31 December SFEDWWT
were as follows:
2012 2011
—E—=fF —=——%F
HK$’000 HK$'000
FET FHT
In Hong Kong, held on: REBEFH :
Lease of between 10 to 50 years HENTF102504F 16,000 14,000
Outside Hong Kong, held on: REBEBRINGE ¢
Lease of between 10 to 50 years BN TF10E50F 418,465 913,516
434,465 927,516

The fair values of the investment properties of the Group as
at 31 December 2012 were assessed by B.l. Appraisals
Limited, an independent qualified valuer. B.l. Appraisals
Limited are members of the Hong Kong Institute of
Surveyors. Valuations were based on direct comparison
approach assuming sale of each of these properties in its
existing state with the benefit of vacant possession by
making reference to comparable sales transactions as
available in the relevant market.

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

Certain of the Group’s investment properties are leased to
third parties under operating leases, further summary details
of which are included in note 43.

As at 31 December 2012, investment properties of
approximately HK$321,220,000 (2011: approximately value
HK$808,550,000) were pledged to banks to secure general
banking facilities granted to the Group and third parties to
the extent of HK$77,364,000 (2011: HK$255,603,000) and
HK$NIl (2011: HK$12,290,000) respectively.

AEEZREMER_FT——F+_-A
=T —BZAVFELBELAERGEEMR
BERFF AR A RGEE - RABERFG
ERARATRAEMBENKE - 41E
NEZRLEBEREE  URRZEFMED
BIANERAAEZELRTALE  U2E
HETSAZ A LLBHEERZMIEDL -

AEERBELEASHAURDRAEADS XA
BERBENMBEYR#ES  RRAQTFEE
AFTE - PBERARINGHREDE -

AEBETREMEDRBELEHEEHE
TE=T ARFBZE—TRHEHNH
FT43 e

R—ZEBE——F+_A=+—H8" %
321,220,000 L (—ZE——F : BEHA
808,550,000/8 L) Z I EMED M TR
T UBSAEERZEZEZTERZ —
MIBITELE 9 Bl £77,364,0008 T (=&
——4F : 255,603,000/87T) REBIT(ZE
——% 112,290,000/ 7T) °
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y% - BERRME

Group AEE
Furniture,
fixture Hotel
Leasehold Plant and and office Motor ~ Construction- operating
Buildings  improvements machinery  equipments vehicles  in-progress equipment Total
BENE R BH%E BE
g% ) RBE RELERR HE RRIE EERE it
HK$'000 HK$000 HK$'000 HK§'000 HK$'000 HK$000 HK$'000 HK$'000
T ThL T ThEnL Fin T Tin T
Cost or valuation
At 1 January 2011 44100 31,529 84372 20,544 7,654 515,240 - 703439
Exchange realignment - 206 - 51 232 25,520 - 26,009
Addtions - 42,051 45994 76,986 12617 167,608 4593 381,379
Disposals - - - - (1,198) - - (1,198)
Wrten off - - (2,865 ™) (2,601) - - (6,087)
Transfer 651,460 - 21 17783 - (698,368) 6,354 -
Surplus on revaluation 4100 - - - - - - 4100
Deficton revaluation Y (213,372) - - - - - - (13372
At 31 December 2011 R-E-—£+-F=+-H 486,288 73986 150,272 114,643 16,804 - 5217 894,270
Bxchange relignment Ei@E 6,361 45 618 93 il - 510 8981
Addtions e 4,39 49950 1962 5529 3019 - 5,374 70230
Disposals hE - (44,800) - - - - - (44.800)
Wrtten off i - (3.381) - (122) - - - (3,509)
Surplus on revaluation R 61,254 - - - - - - 61,254
Defct on revaluation g (19,754) - - - - - - (19,754
Reclassffied as held for sale ERRARELE - ¢5,141) - (243 (4530 - - (52,109)
At 31 December 2012 RZE-—E+-A=1-H 538,545 31,066 152,852 118,535 15410 - 58,161 914,569
Deduct: accumulated o RAERAERE
depreciation and impairment
loss
At 1 January 2011 R=F-——%-A-f - 26,29 71240 18216 kil - - 116,122
Exchange realignment ER% - ) - 8 3 - - 89
Depreciation Vit 10026 515 5,554 4,804 3,389 - 5,800 34,804
Impaiment loss recognised RNERBAL
in profitand loss HEER - - 19619 28448 - - 14,901 62,968
Eiminated on disposals MEEBEH - - - - (259 - - (259)
Eliminated on written off RHBEEE - - 2.863) (706) 2.251) - - (5820)
Eliminated on revaluation REREEH (10,026) - - - - - - (10,026)
At 31 December 2011 R-E-—E+-F=+-H - 31,489 93550 50,860 1289 - 2,710 197898
Exchange realignment ERAE 2,083 50 212 20 Al - 202 2,688
Depreciation il 21,163 16,013 9,637 18316 4,386 - 19,387 83902
Eliminated on writen off RiEELH - (3,100) - (122) - - - (3222
Eliminated on revaluation REMBEH (23.246) - - - - - - (23,046)
Reclassfied as held for sas ERERRTE - (17.456) - (664 @or7) - - (20,199
At 31 December 2012 RZE-ZF+-f=t-H - 26,004 103,399 63,710 3619 - 40,29 238,021
Net book amount REFE
At 31 December 2012 RZE-ZF+-F=t-H 538,545 4012 49,453 54,825 11,791 - 17,862 676,548
At 31 December 2011 e e ol 486,288 42497 56,722 63,783 16515 - 31,567 696,372
At 1 January 2011 w=F-—5-A-8 44100 5234 13132 2328 7,283 515,240 - 587,317
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16. PROPERTY, PLANT AND EQUIPMENT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

The analysis of cost or valuation at 31 December 2012 of
the above assets was as follows:

16. Y%  MERRHE @)

rigER-—ZE——F#+=-_A=+—82
FRASKAGED AT

Furniture,

fixture Hotel

Leasehold Plant and and office Motor operating
Buildings improvements machinery equipments vehicles equipment Total

i-tES HBE B #E BE
BF % R#E RBLERB "E EERE EH
HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
TET TR TR FET FET T TR
At cost BHR = 31,066 152,852 118,535 15,410 58,161 376,024
At valuation &itE 538,545 - - - - - 538,545
538,545 31,066 152,852 118,535 15,410 58,161 914,569

The analysis of cost or valuation at 31 December 2011 of

L EER—F——F+ZA=1+—RA2

the above assets was as follows: ARSI EEL T
Furniture,

fixture Hotel

Leasehold Plant and and office Motor operating
Buildings  improvements machinery equipments vehicles equipment Total

HEME BE & RE BIE
BF i REE  RBLERE a8 2ig%E @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FHL T TAET TET FEL FHT
At cost BEAR - 73,986 150,272 114,643 16,804 52,277 407,982
At valuation &iHE 486,288 - - - - - 486,288
486,288 73,986 150,272 114,643 16,804 52,277 894,270

At 31 December 2012, certain office equipments of the
Group with a total net book amount of HK$246,000 (2011:

HK$273,000) are held under finance leases (note 34).

As at 31 December 2012, property, plant and equipment of
approximately HK$596,921,000 (2011: approximately
HK$571,485,000) were pledged to banks to secure general
banking facilities granted to the Group to the extent of
HK$729,246,000 (2011: HK$716,868,000).

RZE——F+-_A=+—H " EEFE
& # B246,000% (= T — — F:
273,000/ 7L) 2 N EEE THAEZRE
BIERERERE (M15E34) ©

RZEFE—=ZF+ZZA=+—H8" 4
596,921,000 7t( = T — — #F:
571,485,000 70) 2 W%  BERZRED
AR FIRTT - AFEAREEEE —RIRITH
&729,246,000/8 jw( = T — — F:
716,868,000/ 7T) °
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16. PROPERTY, PLANT AND EQUIPMENT

116

(Continued)

The Group’s buildings were last revalued on 31 December
2012. Valuations were made on the basis of open market
value by B.I. Appraisals Limited, who have among their staff
fellows of the Hong Kong Institute of Surveyors, engaged by
the Group. Open market value was estimated based on recent
market transactions, which were then adjusted for specific
conditions relating to the buildings. The revaluation surplus net
of applicable deferred income taxes, if any, was credited to
property revaluation reserve in other comprehensive income.

The Group assessed the recoverable amount of its fixed
assets at the end of the reporting period in accordance with
the accounting policy as disclosed in note 2.9.

Based on this assessment, the Directors considered that
deficit on revaluation and impairment provision were
required in respect of the building and certain equipment
related to the hotel as at 31 December 2011, due to the
keen competition environment and the current condition of
the property market. On this basis, the carrying amounts
were written down by HK$206,792,000 and
HK$62,968,000 respectively to their respective recoverable
amounts, HK$571,485,000 being their fair values less cost
to sell as determined by on independent professional valuer.
The carrying amount of the building and certain equipments
would have been HK$644,880,000 and HK$196,364,000
respectively had they been stated at cost less aggregate
depreciation.

As at 31 December 2012, the directors considered that due
to improved trading performances, the surplus on
revaluation of HK$61,254,000 was required in respect of
the building related to the hotel which was previously
impaired in prior year. The estimate of the recoverable
amount was determined by an independent qualified valuer
by making reference to the open market value.

The Group’s buildings were situated in Hong Kong and PRC

and are held on leases of over 50 years and between 10 to
50 years respectively (note 17).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

16. PROPERTY, PLANT AND EQUIPMENT 16.
(Continued)
If the buildings were stated on the historical cost basis, the
amounts would be as follows:

M BERRE®

RELRAEEDFRZEF AT

2012 2011
= —
HK$’000 HK$'000
FHET FET
Cost D% 700,617 689,860
Accumulated depreciation Z2EHiTE (42,853) (25,918)
Net book amount BRHEFE 657,764 663,942
Company VNN
Leasehold Furniture and
Improvement fixtures Total
HEMERS ERREE st
HK$’000 HK$’000 HK$’000
FExT FHExT FERT
Cost AR A<
At 1 January 2011 R-ZE——F—H—H 13 144 157
Additions NE - 4 4
At 31 December 2011 and R-ZE—F+-_A=+—HBHK
31 December 2012 —ET——F+=-_HA=+—H 13 148 161
Deduct: accumulated W REHIFE
depreciation
At 1 January 2011 RZZE——F—HA—H 13 144 157
Depreciation e - 1 1
At 31 December 2011 R-Z——F+-_A=+—8~ 13 145 158
Depreciation E - 1 1
At 31 December 2012 RZE——HF+_A=+—H 13 146 159
Net book amount REFE
At 31 December 2012 R-ZE——F+-_A=+—H - 2 2
At 31 December 2011 R-_E——F+=-_A=+—H - 3 3
At 1 January 2011 RZE——F—HF—H - = =
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17. LEASEHOLD LAND AND LAND USE RIGHTS 17. AE1t#h R tihFAE — A&EH
— GROUP
The Group’s interests in leasehold land and land use rights REERBEE T R T AR BT
represent prepaid operating lease payments and the EEMNCEHEFEEEREFEY
movements in their net carrying amounts are analysed as DT -
follows:
2012 2011
—E-C—F —=—F
HK$’000 HK$'000
FERT FHET
Opening net carrying amount BRI EDFE 1,139,013 1,119,636
Exchange realignment P 5, 8 2 11,037 55,008
Amortisation 5 (85,977) (35,631)
Closing net carrying amount HRBEEEE 1,114,073 1,139,013
Less: Current portion J8 - ENERER (252) (252)
Non-current portion JERNEAER 1,113,821 1,138,761
The analysis of the net carrying amount of leasehold land HETHE T MERERT=—A=+—H
and land use rights according to lease periods as at 31 RHEHMZ BREFEINAT
December were as follows:
2012 2011
—E-=fF —_E——%
HK$’000 HK$ 000
FERT FAT
In Hong Kong, held on: REBRA
Leases of over 50 years HEBBATF 6,628 6,816
Outside Hong Kong, held on: REBRINGE -
Leases of between 10 to 50 years HENF+ER+F 1,107,445 1,132,197
1,114,073 1,139,013

As at 31 December 2012, land use rights of approximately
value HK$1,105,525,000 (2011: approximately value
HK$1,130,215,000) were pledged to banks to secure
general banking facilities granted to the Group to the extent
of HK$729,246,000 (2011: HK$716,868,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RIiB AR 2z — &AAF

2012 2011
—E—=fF —E——fF
HK$’000 HK$'000
FERT FHT
Investments at costs WA 2 RE
Unlisted shares JEETIRGD - _
Amounts due from subsidiaries (hote (a)) FEUHIE A 72 78 (f1iE (a)) 3,316,956 3,322,527
Less: Provision for impairment T ORUE B (679,098) -
2,637,858 3,322,527
Amounts due to a subsidiary (note (a))  FEHTEB A BIFIE (K13 (a) (3,055) -
Notes: Kt -
(a) The amounts due from/(to) subsidiaries are in the nature of current (@) g () MB AR Z BB EREEE A
accounts and are unsecured, interest free and have no fixed terms of IR 8 B EETERE -
repayment.
Movements in provision for impairment of amounts due from FE WP B A R R IE 2 BB ERF A 2 &
subsidiaries during the year were as follows: T -
2012 2011
= s
HK$’000 HK$’000
FET FHT
At the beginning of the year REY] - -
Impairment loss recognised EERRERE 679,098 -
At the end of the year JAEEN 679,098 -
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18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RIiB AR Z#E#E — &AAF

(Continued) (%)
Particulars of the subsidiaries at 31 December 2012 were R-_ZT——F+-_A=+—8"  HIBAA
as follows: BT
Issued and
Place/ fully paid
country of share/
incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary places of operations
Rauaye BRR
Ry BERS/ RERERLA
28 S BElER AN WEAR  FEEBREEBY
Account Centre Limited Hong Kong HK$2 - 100%  Provision of accountancy
BF 28T services to group
companies in Hong Kong
REBREEAF
Rt ek
Art Ray Investments Limited Hong Kong HKS$1 - 100%  Inactive
BB 187 TEEG
Asset Bridge Development Hong Kong HK$1 - 100%  Provision of loan financing in
Limited BE 1T Hong Kong
REBREETRE
Canton Million Investments British Virgin US$1 100% - Investment holding in
Limited (iv) Islands (‘BVI") 1%L Hong Kong
REEAES REBREREER
Connion Limited Hong Kong HKS$2 - 100%  Securities and commodity
EHERLT BB 2B investment in Hong Kong
REBREEFREMRE
Eastec Property Holding Limited Hong Kong HK$100 - 100%  Leasing of properties to
&R 100/87L group companies in
Hong Kong
REBMEBRARMENE
Eastec Purchasing Limited (iv) BVI USS$1 - 100%  Trading of electronic
EERUES 1%L components and parts in
Hong Kong
REBREEES T
Baf Rt
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18. INTERESTS IN SUBSIDIARIES — COMPANY

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

18. RMBLARzHER — ALQH

(Continued) (%)
Issued and
Place/ fully paid
country of share/
incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary  places of operations
Rl EBTR
S/ BRRA/ BERERLA
£ GBS BlEx F0R KWEAR  FEEBREERY
Eastec Technology Limited Hong Kong HKS$2 - 100%  Trading of electronic
SENMBERANA BE 28T components and parts in
Hong Kong
REBREEES T
Bef Rt
Electronics Tomorrow Limited Hong Kong HK$500,000 - 100%  Manufacture and sales of
HEEFERAA B 500,000757C electronic products in
Hong Kong
REBUERER
HEETEM
Electronics Tomorrow Holdings BVI US$100 - 100%  Investment holding in
Corporation (iv) EBERHS 100%7T Hong Kong
REBRFREAR
Electronics Tomorrow International BVI US$600 - 100%  Investment holding in
Limited (iv) EBETHS 600%7T Hong Kong
REBREREER
Electronics Tomorrow Property BVI US$100 - 100%  Investment holding in
Holdings Limited (iv) ERRUES 1007 Hong Kong
REBREREER
ETL (Macao) Commercial Macau MOP500,000 - 100%  Trading of electronic
Offshore Limited (iv) R 500,000 7T components and parts in
Macau and Hong Kong
REFREERERE
BRI R
Fortune Dynamic Group BVI US$1 - 100%  Investment holding in
Corporation (iv) ERRUEE 1%£7T Hong Kong
REBREREER
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18. INTERESTS IN SUBSIDIARIES — COMPANY

18. RMBLARzHER — ALQH

(Continued) (&)
Issued and
Place/ fully paid
country of share/
incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary  places of operations
BT/ EBTR
S/ BRERA/ BERERLA
£ GBS BEhER ARF WEAR  IEEBREEHY
Fortune Overseas Investment Hong Kong HKS$2 - 100%  Inactive
Holdings Limited BB 2% LELH
Gaojin Electronics (Shenzhen) The PRC US$5,000,000 - 100%  Manufacture of electronic
Company Limited (Gaojin’) () & (iv) H 5,000,000 7T products in the PRC
BYEF ORI BRAF TR OL W) RAEREEFERD
Guangzhou Fanzhan Trading Limited The PRC RMB2,158,425 - 100%  Inactive
i), (iv) & (v) FE ARE S
BMREREHBERRR () (v)E WY 2,158,42571
Guangzhou Gaotian Investment The PRC RMB20,000,000 - 100%  Property development and
Limited (i), (iv) & (v) H AEE property investment in
BMNEBEEBBRA [ (v)R () 20,000,0007% the PRC
REEREDELER R
NERE
Guangzhou Kinyang Real Estate The PRC RMB112,000,000 - 100%  Property development and
Development Co., Ltd. (), (iv) & (v) F ARE property investment in
BNREEHEZRRARRA ) (V&) 112,000,007 the PRC
KRB ENERRE
ROERE
Guangzhou Junyu Hotel The PRC RMB358,000,000 - 100%  Hotel operation and
Investment Limited (i), (iv) & (v) # ARE management in the PRC
EMNEBREREBRAR ) (V)R 858,000,000 7 KRG ERERAE
Guangzhou Xianzhuang Properties The PRC RMB33,000,000 - 100%  Property development in
Development Limited (i, (iv) & (v) # ARE the PRC
BENEERHEREERRR [ (&Y 33,000,0007 R EnEER
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INTERESTS IN SUBSIDIARIES — COMPANY

18. RMBLARzHER — ALQH

(Continued)
Issued and
Place/ fully paid
country of share/
incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary  places of operations
FRERL/ BRTR
Ralis kv BERB/ BERERLA
£ BX BEREX ARF MEAR  FEERREESH
Guangzhou Xinzhuo Properties The PRC RMB3,000,000 - 100%  Property management in PRC
Management Limited (ij, (iv) & (v) FE AR RRERENEER
EMFENEERERDA (W) (v) R 3,000,0007¢
Guangzhou Yongxiang The PRC RMB11,000,000 - 100%  Investment holding in
Investment Limited (i), (iv) & (v) ol ARE the PRC
BMARREBRAE () (V)R (V) 11,000,000 R R AR
Guangzhou Fengmao Real Estate The PRC RMB10,000,000 - 100%  Investment holding in
Development Limited (i), (iv) & (v) FE AR the PRC
EMEXFHEREERAT 10,000,0007C R R AR
(i)~ ) &)
Good Order International Inc. (iv) BVI US$100 - 100%  Investment holding in
EERUEE 1007 Hong Kong
REBREREEMR
Huangpu Caming Real Estate The PRC US$13,000,000 - 100%  Property development in
Development Limited (j), (iv) & (v) F 13,000,000 7T the PRC
EMNEReKEERERRDA ) (VR KRB ENERRE
Haikou Yicheng Industries Limited (i, (iv) & (v} The PRC RMB10,000,000 - 100%  Investment holding in
BOSREZBRAT () (v &Y HE AR the PRC
10,000,000 R EREAER
Talent Property Group Limited (formerly The PRC RMB50,000,000 - 100%  Investment holding in
known as Hainan Kaiya Industries # AR® the PRC
Limited) (i), (iv) & (v) 50,000,0007C JiNalEE=s vy

HANESEBRAR (FREHITER

BBRRED )~ (v) R (1)
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18.
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INTERESTS IN SUBSIDIARIES — COMPANY

18. RMBLARzHER — ALQH

(Continued) (%)
Issued and
Place/ fully paid
country of share/
incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary  places of operations
Rl EBTR
S/ BRRA/ BERERLA
£ GBS BlEx ARF WEAR  IEEBREERY
Hainan Honglun Properties The PRC RMB30,000,000 - 63.2%  Property development in
Limited (i, (iv) & (v) H AEE the PRC
BEEREXBRAAMN  (vEWY 80,000,000 7 REERENELR
Hainan Swan Bay Properties Service The PRC RMB2,000,000 - 26%  Inactive
Limited (i), (i), (iv) & (v) H ARE e
BEREEMERBERRE 6 (i) (v &Y 2,000,0007C
Hainan White Horse Swan Bay The PRC RMB100,000,000 - 25%  Property development in
Garden Properties Limited (i), (i), (v) & (v) & = the PRC
BEASABEEEARRA ) (i) (V) E) 100,000,000 7T REEENEER
Issegon Company Limited Hong Kong HK$300,000 - 100%  Investment holding in
BB 300,000 7T Hong Kong
REBREREEMR
Master Base Limited (iv) BVI USS$1 100% - Investment holding in
RREAES 1% Hong Kong
REBREREEMR
Maxson Services Limited Hong Kong HKS$2 - 100%  Provision of accountancy
&R 2B and management services

Talent Property Group Limited e #RibESEBEGRE A A
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18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RIiB AR Z#E#E — &AAF

(Continued) (%)
Issued and
Place/ fully paid
country of share/
incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary  places of operations
RalAe BRTR
Ryl BERER/ BERERLA
£ X BREX ARF WEAR  IEEBREEHY
Merit Capital Limited (iv) BVI US$1 - 100%  Capital financing to group
EERUES 1% companies in Hong Kong
REBREETRET
=N
Merit Style Development Limited Hong Kong HKS$1 - 100%  Inactive
BB 18T LEEH
Probest Holdings Inc. (iv) BVI USS$1 - 100%  Investment holding in
REEAES 1% Hong Kong
REALERERR
Profit Venture Investment Limited Hong Kong HK$10,000 - 100%  Investment holding in
KGREBRAR & 10,0007 7T the PRC
JiNalE vy
Sure Win Inc. Limited Hong Kong HK$100 - 100%  Investment holding in
KBAEBRAT & 10057 the PRC
JinalEE=s vy
Talent Central Limited (iv) BVI US$101 - 100%  Investment holding in
ERRUES 101357 Hong Kong
REARERERR
Talent Property Limited Hong Kong HK$10,000 - 100%  Inactive
MARMERRRT] BB 10,0003 LEEH
Talent Prosper Corporation (iv) BVI Uss$2 - 100%  Investment holding
RREEFR R () HRRUES 2ET Hong Kong
REBREREER
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18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RMiIB ARz — A 2Q T

(Continued) (%)

Issued and

Place/ fully paid

country of share/

incorporation/ paid-in Interest held by Principal activities and
Name registration capital Company Subsidiary  places of operations

By BRTR

Ryl BRRA/ HEERLA
£ X BREX AAR KMEBAR  FEEEREESE
Team Force Corporation (iv) BVI US$100 - 100%  Investment holding in

EERUES 100E7T Hong Kong

REAREREERR
Yunnan Xin Tian Culture Travel The PRC RMB50,000,000 - 60%  Inactive
Development Limited (i), (iv) & (v) H AEE el

EMFAULREERER A0 - M) &) 50,000,000 7C

Notes: Hat -

[0) The above companies are registered as a wholly foreign owned (i) B RARREHBIAETEMAIEBERE -
enterprises under the PRC law.

(i) The above companies are registered as limited companies under the (i R ARREBEHEERAMAERAT -

PRC law.

(i) By an agreement signed on 24 September 2009 between all the (i) RIEEREESABLEXERAFTZ2BEEE
investors of Hainan White Horse Swan Bay Garden Properties i EAFNAZTHBEETZ—0HE  »
Limited, Talent Property Group Limited (formerly known as Hainan TRz AR R ESEAR AR (AHEE
Kaiya Industries Limited), a company registered in the PRC, was MEEEXARAR) ERBKAEEABRE
agreed to be the only managing party of Hainan White Horse Swan EEXARARZE-EEA - MEMERR
Bay Garden Properties Limited, and the other investors were just EBEEAEERARRBEEEERAB T
entitled to the profit and loss generated from Hainan White Horse RER - Bt - EFRA - AKEBELAEE
Swan Bay Garden Properties Limited. Therefore the directors are of ASKGEEXERARZMELEEREK
the opinion that the Group has the power to govern the financial and It ZRRRIEREB 2B AR -
operating policies of Hainan White Horse Swan Bay Garden
Properties Limited, therefore, it is regarded as a subsidiary of the
Group.

Hainan Swan Bay Properties Service Limited is the wholly owned BAREENERBERITREHAFTRIEE
subsidiary of Hainan White Horse Swan Bay Garden Properties BEXARAFRZZAMBAR - Bl EFER
Limited. Therefore the directors are of the opinion that the Group has B AEBERLEARABENERBERA
the power to govern the financial and operating policies of Hainan AZ B REERE - B AAMRIERAREZ
Swan Bay Properties Services Limited and it is regarded as a (Sp=FNEIE

subsidiary of the Group.

(v)  The statutory financial statements of these subsidiaries are not (v) ZEWT B A B EETE M RR I FE R HES & 5T AD
audited by Cheng & Cheng Limited. EBHAMBERDAERZ

) The names of certain companies referred in these consolidated ) RN M A2 KB - ANF A MR
financial statements represent management’s best effort in translation RARIME T AR ZAWATEERENAZER
of the Chinese names of these companies as no English names have B2 X AT PTE 2 BEXEE
been registered or available.
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INTERESTS IN AN ASSOCIATE — GROUP 19. R—EBENRAZERE — FKE
2012 2011
—E-=f ———fF
HK$’000 HK$’000
FERT FET
Share of net assets DIHBEFE 707,327 558,289
Goodwill (note (a)) EE (Wit (a) 4,483 4,483
711,810 562,772
Less: unrealised profit in associate B REEE AR 2 REIR R (11,774) -
700,036 562,772
Percentages of
attributable
Country of Paid-in equity interest Principal activities and
Name registration  capital Company Subsidiary  places of operations
EERRE A
£ ZREXR BEREX ART MEAR  FEEEREESE
Guangzhou Xintian Properties The PRC RMB710,503,607 - 30%  Property development in the PRC
Development Limited (), (i) & (i) H AR#710,508,607 RPERENEER
BN REHEERBBRERE) - 1) & i)
Notes: Kt -
[0] The English name of above company referred in these consolidated [0} BRI BRI AR ETE  WERATH

financial statements represent management’s best effort in translation
of the Chinese names of this company as no English names have
been registered or available.

HERME e DR AR EXAWRERERS
HZERB P XEBAEZ HXBE -

(ii) The statutory financial statement of above associate is not audited by (i B N R) 2 A TE B IS SRR S R S ES & E A
Cheng & Cheng Limited. FIEATARAREITER

(iii) The above company is registered as limited company under the PRC (ii) M ARRBREERAMABREETRA -
law.

The following financial information, after making adjustments THHMBEERCIERABRURGAAER T E

to conform to the Group’s significant accounting policies, DB RRAEEEIELETHE D

represents the Group’s aggregate share of assets, liabilities, RACEE  BF  WakFEHEBRE:

revenue and results of the unlisted associated company, all
of which are unlisted:
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19.

INTERESTS IN AN ASSOCIATE — GROUP 19. R—EBERAzERE — A5

(Continued)

Summary of financial interests shared from an associate is

set out below:

(#&)

DGR AR R Z M HEEMIIT

2012 2011
= —T %
HK$’000 HK$'000
FHET FHT
Total assets BEE 1,322,892 927,718
Total liabilities marfk (615,565) (369,429)
Net assets BEFE 707,327 558,289
The Group’s share of net assets REBSE—RHEE AR 2
of an associate BEFE 30% 30%
Loss for the year FAERE (30,810) (10,367)
The Group’s share of loss KEED(E— B E QA
of an associate for the year ZEREE (9,243) (3,110)
Note (a) Wit (@)
2012 2011
—E—C-F —E——fF
HK$’000 HK$'000
TR TR
Cost and carrying value KA R BREE
At 1 January and 31 December W—A—BAR+-A=1+—8” 4,483 4,483
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

20. DEFERRED PRODUCT DEVELOPMENT

21.

20. EEEDMBHA — REE

COSTS — GROUP

2012 2011
—E—CfF —ET——4%F
HK$’000 HK$’000
FET FET
Net carrying amount at the FYREFE
beginning of the year 616 751
Additions NE 342 585
Amortisation charge e A (563) (720)
Net carrying amount at the end FREEEFE
of the year 395 616
2012 2011
—E-—F —E——%F
HK$’000 HK$ 000
FHERT FH&T
At 31 December w+=ZA=+—8©
Gross carrying amount BRMEBE 33,158 32,856
Accumulated amortisation 2T (32,763) (32,240)
Net carrying amount at 31 December A+ _—A=+—HZEHE %E 395 616
AVAILABLE-FOR-SALE FINANCIAL ASSETS 21. AfHESREE — ~5H
— GROUP
2012 2011
—F-=F —
HK$’000 HK$’000
FET FET
Unlisted equity securities outside Hong & ASMEE 7 3F F MR ARZE S
Kong, at market value (note (a)) BE (K5t (a) 1,361 2,121
Note: HiaE -
(a) Unlisted equity securities are stated at fair value. The fair value of the (@) FEEIRARE FHF TR A FESER « REBUIND

investment in unlisted equity securities outside Hong Kong have been
determined directly by reference to their quoted bid prices at the
reporting date.

The fair value of the Group’s investments in unlisted equity
securities classified as available-for-sale financial assets has
been measured as described in note 47(g).

&2k EMRAEREFEE L AFEDSERRE
RHFMBE NEERER -

AEEBEATHEESREEZELD
BAE % A 2 AT E TR M 47() Fit
ES
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22. FINANCIAL ASSETS AT FAIR VALUE

23.

130

22 BAFEREZEARZEHEE

THROUGH PROFIT OR LOSS — GROUP — KEE
2012 2011
—E——fF —=——fF
HK$’000 HK$'000
FET FHT

Listed equity securities held for trading $##1EB & 7 F R AE A

— in HK, at market value —REE - EmE 302 352
— in USA, at market value — REE - ZTE 3,693 5,225
Total 45T 3,995 5,577

Listed equity securities are stated at fair value. The fair value
of the investment in listed equity securities has been
determined directly by reference to their quoted bid prices
at the reporting date.

The fair value of the Group’s investments in listed equity
securities classified as financial assets at fair value through
profit or loss has been measured as described in note 47(g).

PROPERTIES UNDER DEVELOPMENT —
GROUP

23.

ETBRABFRAFETR - EHRAE
FREZAFEDIZERREBHMRE
ANBERERE °

REBRBEARAFELCEBSEARZ S
MEEZ LTRABEEREZ ATFETE
ME47(g) Frilt F AT ©

BRTYE — F5E

2012 2011
—B——fF —T——fF
HK$’000 HK$'000
FERT FET
Properties under development include: 2B BHE :
— Construction costs and — BEMAR R
capitalised expenditures BEREEZH 1,630,754 3,210,129
— Interest capitalised — BEREFE 13,899 15,271
1,644,653 3,225,400

All properties under development are located in the PRC.
Land use rights are held on leases over 50 years.

All properties under development expected to be completed
within the one operating cycle.

As at 31 December 2012, the properties under development
of approximately HK$1,315,722,000 (2011: approximately
value HK$2,457,152,000) were pledged as collateral for the
Group’s bank borrowings granted to the Group to the
extent of HK$372,300,000 (2011: HK$921,750,000).

Talent Property Group Limited e #RibESEBEGRE A A

FrEZRPMESMAPE o +F A
KT HARR A 50 4F -

PREZRTMERHRR —EKE AL
To

RZE—=ZF+ZAR=+—H8"
#71,315,722,000 T (ZE——F : BE
#152,457,152,0008 L) Z B R R
EHEFEARSERERRITREES
#372,300,000% T( = T — — F:
921,750,000/ 70 ) Z 3 ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik
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24, COMPLETED PROPERTIES HELD FOR SALE 24. H{EHEZERIYE — XEE

25.

— GROUP
2012 2011
—E—-F —T %
HK$’000 HK$’000
FHERT FET
Completed properties held for sale, BIEHEZERTYE
at cost — RN 377,446 482,931

The completed properties held for sale are located in the
PRC. Land use right are held on leases over 50 years.

As at 31 December 2012, the completed properties held for
sale of approximately HK$51,075,000 (2011: Nil) were
pledged as collateral for the Group’s bank borrowings
granted to the Group to the extent of HK$372,300,000
(2011 Nil).

FFHEZERTIYMERBUNTE - 1+t

£ FAEMEIEB50 4 -

NRZZE—-——FE+_A=+—8" %
51,075,000 8 0 (Z & ——F : &) 215 1E
HECZERIWE BERERTEEE
FR1TE B 372,300,000 70 ( -8 ——4F :

&) 2B e

INVENTORIES — GROUP 25. 78 — Kx&H
2012 2011
—E——fF —=——fF
HK$’000 HK$’000
FET T
Electronic products BETEM
Raw materials R 32,186 31,683
Work in progress RS 14,403 13,181
Finished goods BIAK T 5,017 5,865
51,606 50,729
Less: Allowance for inventories B TFERE (19,574) (17,754)
32,032 32,975
Food and beverage and Bmc KR RHEMAR
other supplies 2,110 3,254
34,142 36,229
Movement in allowance account for inventories during the FERNIFEREEEFHNT
year are as follows:
2012 2011
—E——fF —E——%F
HK$’000 HK$’000
FET FHT
At the beginning of the year REH 17,754 15,166
Provision for the year FNEE 1,820 2,588
At the end of the year SIS N 19,574 17,754
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25. INVENTORIES — GROUP (Continued) 25.

The analysis of the amount of inventories recognised as an
expenses and included in profit or loss is as follows:

FE — XxRE®@®
SABERRAIHZ FESEANTMT :

2012 2011

—E-C—F —ET——4F

HK$’000 HK$'000

FET T

Carrying amount of inventories sold EEFEREE 204,462 222,275

Write down of inventories MRTFE 1,820 2,588

206,282 224,863

26. TRADE RECEIVABLES — GROUP 26. EWRRFM — ~KE

2012 2011

—E-—C—F —ET——%F

HK$’000 HK$’'000

FET FHT

Trade receivables FEUBR X 38,414 62,391
Less: Provision for impairment of JB - BEREREUNEREK

trade receivables recognised SHE (2,180) (402)

Trade receivables — net FEURBRSK — JFE 36,234 61,989

The directors considered that the fair value of trade FERERWER 2 A FEHEERAEL

receivables are not materially different from their carrying
amounts because these amounts have short maturity
periods on their inspection.

The majority of the Group’s sales are on credit or
documents against payment. According to the credit rating
of different customers, the Group allows a range of credit
periods ranging from 30 days to 90 days (2011: 30 days to
90 days) to its trade customers.
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26. TRADE RECEIVABLES — GROUP (Continued)

Provision for impairment of trade receivables is recorded
using an allowance account unless the Group is satisfied
that the recovery of the amount is remote, in which case the
impairment loss is written off against trade receivables
directly. Movement in the provision for impairment on trade

receivable is as follows:

26.

FEWERR — AKE (@)

FEY R R 2 MER A AR ERLE -
AL B E MR EZFRB 2 EEEMN
RULIERT - BB R 1R T B & B Y R X
FRIE - USRS BEREEFIIN TS

2012 2011
—B——fF —ET——fF
HK$’000 HK$’000
FET FHET
At the beginning of the year REW) 402 318
Reversal of impairment B EIRE (84) -
Provision for impairment BIERERER 2
of trade receivables recognised BB 1,862 84
At the end of the year MRER 2,180 402
Based on the invoice date, the ageing analysis of the trade FEWEREIR I EH Y BRB O T :
receivables is as follows:
2012 2011
—E-=f —E——fF
HK$’000 HK$’000
FET FET
0 to 90 days 0ZF90H 34,343 56,652
91 to 180 days 91 & 180H 1,661 313
181 to 365 days 181 £ 365 H 188 247
Over 365 days @365 H 42 4,777
36,234 61,989

At each reporting date, the Group reviews trade receivables
for evidence of impairment on both an individual and
collective basis. The impaired trade receivables were due
from customers that were in default of payments.

REREBH  NEBRERNREEEE

5[4 e WOIR SR DA BURU(E R 7

c ERIESE

WR R Y RIERE P Z5RIR »
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26. TRADE RECEIVABLES — GROUP (Continued)

134

The ageing analysis of the Group’s trade receivables that
were past due as at the reporting date but not impaired,
based on due date is as follows:

26. EWIRA — 5B ()

AREBR TR E B HC 8 B 8 R (E 2 &
Wk IR BB A 2 Rk D AT AR T

2012 2011

= —T %

HK$’000 HK$'000

FHET FAET

Neither past due I g R 19,458 42,551
Within 30 days past due BEI0H AT 16,095 14,401
31 to 60 days past due #EI31 £ 60H 454 146
61 to 90 days past due #wEI61 290 H 185 115
Over 90 days past due B EAFE R 90 H 42 4,776
36,234 61,989

Trade receivables that were neither past due nor impaired
related to a large number of diversified customers for whom
there was no recent history of default of payments. The
concentration of credit risk is limited due to the customer
base being large and unrelated.

Trade receivables that were past due but not impaired
related to a large number of diversified customers that had
a good track record of credit with the Group. Based on past
credit history, management believe that no impairment
allowance is necessary in respect of these balances as
there has not been a significant change in credit quality and
these balances are still considered to be recoverable.

The Group did not hold any collateral in respect of trade
receivables.

Majority of the Group’s trade receivables are denominated

in HK$, US$ and RMB, no interest is charged on trade
receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (B = —

27. PREPAYMENTS, DEPOSITS AND OTHER

B AN

“HE+A=THLFE)

27. ENARIER - BERAMEKRE

RECEIVABLES
Group Company
KEH P NN
2012 2011 2012 2011
—EB-—-F —E—F =B —ZET——0=F
HK$’000 HK$'000 HK$’000 HK$’000
FHExT FET FHERT FHET
Deposits b 11,157 11,373 - -
Prepayments B8 11,768 7,035 171 479
Other receivables H b HSZ/TA
(note (a)) (BteE(a) 1,037,361 694,501 = -
1,060,286 712,909 171 479
Note: Bt
(a) As at 31 December 2012, the amount of other receivables (@) RZT—=F+=-A=+—8  EtEYRFREES

included the amount of RMB380,000,000 which is equivalent to
HK$471,584,000 (2011: RMB380,000,000 which is equivalent to
HK$467,020,000) which is indemnified by Talent Trend Holdings
Limited according to the sales and purchase agreement for the
acquisition of Talent Central Limited by the Group.

As at 31 December 2012, the amount of other receivables included
the approximate amount of HK$454,291,000 (2011: HK$52,236,000)
which was the amount due from an associate. Of which, the
approximate amount of HK$415,043,000 was unsecured, charged at
5% per annum and repayable in the year ended 31 December 2013.

28. RESTRICTED CASH

% Talent Trend Holdings Limited 1 1% & B A< 4 (&)
U 8 Talent Central Limited 2 B 2 13 3% 1 & 4 (€
Z & % A R #380,000,0007T( #8 % ®
471,584,000 7L ) (=T — —F: AR ¥
380,000,000 7T (4655 7 467,020,000 % 7T.) ) ©

ZE—ZF+ZA=1+—8  HMEKKEH
454,291,000 7t ( = Tffi 52,236,000 %
TT) 7 E Uk B 4% N B 2RIE - HL AR #9415,043,000
BT AEEA %ﬁiﬁs%ﬁ& RERBEZ
T—=F+_A=+—ALFEEE-

28. ZRFIBE

Group Company
REE b N
2012 2011 2012 2011
—E2——F —T——F =ZE-—=F =—T——F
HK$’000 HK$’000 HK$’000 HK$ 000
FET FHET FET &
Guarantee deposit for BRIBEY
construction of ERZE
projects (note (a)) (K15% (a) - 5,153 - -
Note: Bt -
(@) In accordance with relevant documents issued by the PRC local (@) BiEH B S EA i EREE B HABEX

State-Owned Land and Resource Bureau, certain property
development companies of the Group were required to place the
proceeds received from pre-sales of properties as guarantee deposits
for construction of properties. The deposits can only be used to pay
for construction fees and purchase of construction materials for the
relevant projects when approvals are obtained from the PRC local
State-Owned Land and Resource Bureau. The restriction will be
released after the construction is completed or real estate ownership
certificate of the pre-sold properties is issued, whichever is earlier.

Restricted cash earns interest at floating daily bank deposit rates.

- AEEETHERERIRESEENENS
R RBEMEZEREZS - BUSTEIMITE
BLBEREBBZIER  ZERLETHE
XA ERRE 2 EEE REEEN o BRIRSIH
NERTETTIREENEEEFHEMEEE
(ARBERE) BB -

IR GRS RIRITE QI BT AR RERA S
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29.

30.

136

CASH AND CASH EQUIVALENTS 2. RERBRSEEY
Cash and cash equivalents include the following ReRREFEMRITATEKLD -
components:
Group Company
£33 LN
2012 2011 2012 2011
—B-=f -T —F =—B--F _—T —F
HK$’000 HK$’000 HK$’000 HK$’000
THER FAT FHERT FAT
Cash at bank and in hand RITRFHERE 169,945 320,339 3,390 3,692
Included in bank and cash balances of the Group REBRITRESESBEEMN T EIE
approximately HK$134,089,000 (2011: approximately NEEFTUARBE ([ ARK D ERIEY
HK$276,497,000) was denominated in Renminbi (“RMB”) 134,089,000 T( = & — — &F£: 4
placed with banks in the PRC. RMB is not a freely 276,497,000 TT) - AR ATEEE H L
convertible currency. Under the PRC’s Foreign Exchange o B o B B NES SIE R R INE
Control Regulations and Administration of Settlement and BE - HENINERER AEEES
Sales and Payment of Foreign Exchange Regulations, the BRI EITINEEB ZIRITEAR
Group is permitted to exchange RMB for foreign currencies HE oS B HNER o
through banks that are authorised to conduct foreign
exchange business.
ASSETS CLASSIFIED AS HELD FOR SALE/  30. SEaisfeHE S8 SEARE
LIABILITIES ASSOCIATED WITH ASSETS HESSEWEEaE

CLASSIFIED AS HELD FOR SALE

On 20 December 2012, the Group had entered into an
agreement for the disposal of its entire equity interest in
BEAERBEEEEER R A (Hanan White Horse Swan
Bay Garden Properties Limited)(“Hainan Swan Bay”). Details
of this disposal were set out in the announcement published
at the same day. As at 31 December 2012, relevant PRC
administration of such equity transfer was in progress.

Whereas, on 25 January 2013, the Group had entered into
another agreement for the disposal of its entire equity
interest in /8 M & fa & ¥ A B 2 7 (Hainan Honglun
Properties Limited) (“Hainan Honglun”). Such disposal was
conditional upon, inter alia, the independent shareholders’
approval of the Company. Details of this disposal were set
out in the circular published on 20 March 2013.

The assets and liabilities attributable to Hainan Swan Bay
and Hainan Honglun, equity interests of which are expected
to be sold and completion of equity transfer to be taken
place within twelve months, have been classified as a
disposal group held for sale and are presented separately in
the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (B = —

AR

“HE+A=THLFE)

30. ASSETS CLASSIFIED AS HELD FOR SALE/ 30. ﬁﬁ%%fﬁﬂﬂ%ZﬁE/ TEARE
LIABILITIES ASSOCIATED WITH ASSETS FHEZEENHEBERE @)
CLASSIFIED AS HELD FOR SALE (Continued)

The major classes of assets and liabilities of Hainan Swan RIE—ZF+_RA=+—R LoBR#E
Bay and Hainan Honglun classified as held for sale as at 31 FHERNBREABER SE At EERS
December 2012 are as follow: BERFEHERNAT
HK$'000
FiET
Property, plant and equipment L E T N 31,910
Properties under development (note (a)) BRAPYE (M (@) 1,012,509
Completed properties held for sale (note (b)) BIEHEZ2ERTYE (Kt b)) 632,036
Prepayments, deposits and other receivables TERFIE -~ f2e RH M EWFIE 386,740
Amounts due from group companies FE U £ B A B FOE 71,827
Tax recoverable BEEETEE 6,648
Restricted cash IR B3R & 183,676
Cash and cash equivalents ReRREFEY 16,962
2,342,308
Less: Amounts due from group companies W ERAIRE HEAEREE
eliminated on consolidation A RIFE (71,827)
Total assets classified as held for sale DEEAFHELE 2 EERTE 2,270,481
Accruals and other payables FERT B A R E (e 38 (637,879
Trade payables R BE 2K (193,563)
Amounts due to group companies B EEN (119,058)
Bank borrowings (note (c)) SRITIEFR (Kt () (670,140)
Deferred taxation liabilities FELEFRBEaE (129,066)
Provision for taxation RIS (6,630)
(1,756,336)
Less: Amounts due to group companies eliminated i : 28R E HIEMENER
on consolidation NAEIFIR 119,058
Total liabilities associated with assets classified DEABELEZEER
as held for sale A aERE (1,637,278)
Net assets classified as held for sales DEEAFHELE 2 EEFE 633,203
Notes: BizE -
(a) As at 31 December 2012, all of the properties under development (@ —Z——_F+_A=+—8 SHARFELE

under assets classified as held for sale were pledged as collateral for
the bank borrowings in note 30 and granted to the Group to the
extent of HK$397,120,000.

As at 31 December 2012, all of the completed properties held for sale
under assets classified as held for sale were pledged as collateral for
the Group’s bank borrowings in note 30 and granted to the Group to
the extent of HK$273,020,000.

The bank borrowings in note 30 carry interest ranged from the
People’s Bank of China 3-5 year loan base rate. Interest is repriced
annually.

As at 31 December 2012, the range of effective interest rates (which
are also equal to contractual interest rates) on the bank borrowings in
note 30 are range from 7.64% to 11.4% and secured by all of the
properties under development and completed properties held for sale
under assets classified as held for sale.

The fair value of the bank borrowings in note 30 approximates their
carrying amounts at each of the reporting dates for the reason that
the impact of discounting is not significant or the bank borrowings in
note 30 carry floating rate interests.

As at 31 December 2012, the bank borrowings in note 30 were all
denominated in RMB.

Zéi?ﬁﬁ}ﬁﬁ%%%%qﬂ%%E%ﬂﬁﬁf’ﬁf—ﬁﬁﬁ
?Eggkﬂi?ﬁ.%?ﬁfﬁﬁ {65 897,120,000 % 7T
Rton ©

(o) RZZE——F+-A=+—8  2EARBELE
ZEAESNEBHELEZERTIYEE RN
R AL ASEERERETHEE
273,020,000 B T B9 & ©

© M SO ITIEERTBARRIT=2E0F
BEREARFEGE - BFEHELS —R -

KR_Z——F+=-A=+—H " M0k
ITEEZ BRFIR (ARSI E) N F7.64
EE114E YHHBERBEHEZEAEMY
?’J BERTMERFELREZERTYEEER
o

NEREEH - MES0MMRRITREZATE

HAFEERY - RE/MRTEL T EAKHK
A0 AL IRITIE EIRIF B M A B -

HE-Z——#+=-A=+—8  K&E30AMut
FRESRITEREGUAREHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

31.

32.

TRADE PAYABLES — GROUP 31.
The Group was granted by its suppliers credit periods
ranging from 30 to 60 days. Based on the invoice dates, the
ageing analysis of the trade payables were as follows:

BAER — AKH
AEEEHEFRTNFI0E0HZEE
Hi o ENIRFIRBR A ZREDOMIAT

2012 2011

—2-=F —T——%

HK$’000 HK$'000

FHET FHET

0 to 90 days 0ZF90H 39,817 74,891
91 to 180 days 91%E180H 1,679 286
181 to 365 days 1812365 H - 1
Over 365 days 838365 H 17,201 11,125
58,697 86,303

All amounts are short term and hence the carrying values of
trade payables are considered to be a reasonable
approximation of fair value.

AR BESME - Bit - ENERX
ZERHERRAEENHESEAE

ACCRUALS AND OTHER PAYABLES 32. BEFFERRHEHMENSKIE
Group Company
REHE b
2012 2011 2012 2011
22— ZT——F =B =—=T—F
HK$’000 HK$’'000 HK$’000 HK$’'000
FET FHEIT FET FHT
Deposits received Bz e 75,297 22,138 - -
Receipts in advance from BPEENMNRK
customers 139,413 444,672 - -
Accruals e E A 86,117 107,638 1,802 1,933
Other payables (note (a)) HiEN R (Mt @) 681,952 696,531 - -
982,779 1,270,979 1,802 1,933
Note: et
(@  Asat 31 December 2012, the amount of other payables included the (@) ZE-CHETZAET R HENZURRE

approximate amount of HK$384,688,000 (2011: Nil) which was the
amounts due to an associate. This amount was unsecured, interest-
free and no repayment term.

As at 31 December 2012, the amount of other payables included the

approximate amount of HK$62,050,000 (2011: Nil) which was the
deposit received for disposal of subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

33. BORROWINGS — GROUP 33. AR — AKH

2012 2011
—E—-fF —E=——fF
HK$’000 HK$'000
FER FET
Borrowings included in non-current AJERBBE B
liabilities:

Bank borrowings — secured (Note (a)) IRITER — BER (Wi () 1,178,910 1,218,270
Other borrowings — unsecured (Note (b)) Hib &k — EIKIR (K152 (b)) 517,518 574,026
1,696,428 1,792,296

Less: current portion of long-term g - BERREER ZENEE S
borrowings — secured (Note (a)) (KtiE(a) (68,580) (474,062)

current portion of other borrowings H b AR E T2 BN AR SRS
— unsecured (Note (b)) (K7t b)) (517,518) (574,026)
(586,098) (1,048,088)
1,110,330 744,208

The maturity of the borrowings included in non-current ASERB BB ERZIEBERAT

liabilities is as follows:

2012 2011

—F——F T

HK$’000 HK$’000

FHExT FHET

Between 1 and 2 years —FEWFH 68,580 64,024
Between 2 and 5 years MEZERFMH 578,041 192,072
Over 5 years BildAF 463,709 488,112
1,110,330 744,208
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

33. BORROWINGS — GROUP (Continued) TEE®

33. f&E™ —

140

Notes: HiaE -

(a) The Group has variable-rate bank borrowings which carry interest (@) AEEZZBHRITERZTFBRARRIT=6%
ranged from the People’s Bank of China 3-15 year loan base rate. TREEREANELGE  BFEHEL—R o
Interest is repriced annually.

As at 31 December 2012, the range of effective interest rates (which R-ZE——F+-A=+—H KREEPBITEK
are also equal to contractual interest rates) on the Group’s bank loans ZEBEME(MEERITHFE)N T6.6[E2E7.68
are range from 6.6% to 7.68% and secured by certain investment B BETFIREME  FRIPYE  HEHEZ
properties, properties under development, completed properties held BRI Y TiERENYE - BE REEE
for sale, land use rights and property, plant and equipment. A -

As at 31 December 2011, the range of effective interest rates (which RZZ—F+-A=+—0 AEERTEX
are also equal to contracted interest rates) on the Group’s bank loans ZEBRME(FFHEERETOMNE)NF588EE
are ranged from 5.88% to 7.63% and secured by certain investment 7.63[E WHETREWME  BHETME - T
properties, properties under development, land use rights and FRERYE - BE REEETR -

property, plant and equipment.

The fair value of the Group’s current bank borrowings approximates REBREFHED  AEERBRITERZATFE
their carrying amounts at each of the reporting dates for the reason HEAERIMERE  RERMBAFET TEANL
that the impact of discounting is not significant or the bank RITERIRDZFSFEGFTE -

borrowings carry floating rate interests.

The fair values of the Group’s non-current bank borrowings REREFLEB  AEBIFRBDBITERZAF
approximate their carrying amounts at each of the reporting dates as EHREREERE - REKMEIERBRITE
all the non-current bank borrowings carry floating rate interests. PIRZ RIS -

As at 31 December 2012 and 2011, the Group’s bank loans were all R-E——FR-_T—F+-_A=+—H" K
denominated in RMB. EERBRITERIAARETHE ©

(o) As at 31 December 2012, the Group’s unsecured borrowings were (b) R—EBE—-——+-_A=+—8B  KY

interest free except for the amounts of approximately
HK$507,323,000 (2011: HK$376,290,000) was charged at 5% per
annum.

As at 31 December 2012, the effective interest rates on Group’s other
unsecured borrowings are 6% (2011: 6.56%).

As at 31 December 2012 and 2011, the fair value of the Group’s
current unsecured borrowings approximates their carrying amounts
at each of the reporting dates for the reason that the impact of
discounting is not significant.

As at 31 December 2012 and 2011, the Group’s unsecured
borrowings were all denominated in RMB.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

34. OBLIGATIONS UNDER FINANCE LEASE 34.
— GROUP
At 31 December 2012, the total future minimum lease
payments under finance leases and their present value,
were as follows:

REHAERE — ~X5E
R-E——F+-A=+—H" BEHE
MOz B sEEERBEAELREREN
T

Present value of

Minimum minimum lease
lease payments payments
EABREEERE BRIEHEERERE
2012 2011 2012 2011
—E-—-F T——F IZE-=-§f ZT—F
HK$’000 HK$'000 HK$’000 HK$’'000
FHExT FET FHET FHET
Due within one year R—FREIH 62 55 62 55
Due in the second to RE—EZFRFHH
fifth years 184 218 184 218
246 273 246 273
Less: future finance charges J& : B 1481752 F = -
Present value of finance REAHEaERE
lease liabilities 246 273
Less: Portion due within R EFATREAER
one year included —FREHZ D
under current
liabilities (62) (55)
Portion due in the second  :t AFERBIABER
to the fifth years FEZFERF
included under EHR 2 #
non-current liabilities 184 218

The Group has entered into finance leases for certain office
equipments. The leases run for the period of five years and
do not have an option to review the lease terms. All leases
are on a fixed repayment basis and no arrangements have
been entered into for any contingent rental provisions.
Under the terms of lease, the Group has the option to
purchase the lease assets at the price that is expected to
be sufficiently lower than the fair value of the leased asset at
the end of the lease.

Finance lease liabilities were effectively secured by the
underlying assets as the rights to the leased assets would
be reverted to the lessor in the event of default repayment
by the Group.

AEBEDHETMAEREITILMEHE -
WEBLYREPEF - WA B E RN -
MEMRMNBRERBEEERY - AELEWN
AR BEE DB - RIFHEOMK
R AEEAENEOERFRANER
REEEERFEZERBEHESE -

MEHSABEERNEBEEFEERR R
ARMARERGUHER HEEEZ
BNBEELEA -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

35.

36.

PROVISION FOR LONG SERVICE PAYMENT 35. REIRES&EE
Group Company
rEH b N
2012 2011 2012 2011
=F2--F —ZE—% =ZB-=Zf _—ZT——F
HK$’000 HK$’000 HK$’000 HK$’000
THER FHET FET FH&T
At the beginning RE) 2,160 2,160 230 230
Reversal of over-provision Ol FRRE A (230) - (230) -
Utilisation for the year FRNER (114) - - -
At the end of the year R 1,816 2,160 - 230
The Group provides for the probable future long service NEE BT HA R K Al R AR IR B B B (B 5
payments expected to be made to employees under the FESERZEHRESIEHEE - 218
Hong Kong Employment Ordinance. The provision is based BN EEH ERE A BIFAANEREIE
on the best estimate of the probable future payments which MR AT L BEEN ~ R KRR & & 2 B (G ET
have been earned by the employees from their service to SEAHE o
the Group at the reporting date.
DEFERRED TAX — GROUP 36. ELEHIE — ~EH

Deferred taxation is calculated in full on temporary
differences under the liability method using the applicable
tax rates prevailing in the countries in which the Group
operates.

The Group has total tax losses arising in Hong Kong and
the PRC of approximately HK$315,483,000 (2011:
approximately HK$235,119,000), subject to the agreement
of relevant tax authorities, that are available indefinitely for
offsetting against future taxable profits of the companies in
which the losses arose. Deferred tax assets have not been
recognised in respect of these losses which arose in
subsidiaries with unpredictability of future profit streams.

Deferred tax liabilities in respect of the temporary differences
associated with the undistributed earnings of subsidiaries
have not been provided as the Group is in a position to
control the timing of reversal of these differences and it is
probable that such differences will not reverse in the
foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

36. DEFERRED TAX — GROUP (Continued) 36. ELERIE — AEE (&)
Deferred income tax assets and liabilities are offset when fiw F 72 Al EOEBTTHE T A B HA Y 18 & 728 B
there is a legally enforceable right to offset current tax BB R EEREN  MELHBES X
assets against current tax liabilities and when the deferred A —Bri5tE - AURERMEHEEREE
income taxes relate to the same fiscal authority. The offset Al F A - AEBELETRIB A E 2
amounts of deferred tax liabilities of the Group is as follows: SREEQAN ¢
31 December 31 December 1 January
2012 2011 2011
ZE-Cf —T——% —E——F
+=ZA=+-8 +=ZA=+—H —A—A
HK$’000 HK$’000 HK$'000
TET FHET FHIT
(restated) (restated)
(871)) (871))
Deferred income tax liabilities to be RiBB12@AREN 2
settled after more than 12 months EIEFEH AR 729,428 1,112,431 1,310,592
The net movements on the deferred taxation are as follows: RIERIE 2 FE8HT
Fair value
adjustments
Accelerated arising from
tax  Revaluation acquisition of
depreciation  of properties  subsidiaries LAT  Taxlosses Total
R
DRAMEEZ
MERERE BEME  ATESR HHEEH HEFE Eh)

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL

Asat1 January 2011 as MBAMZH
previously reported R-E——%F—-HA—-H (20,39) 475,657 695,512 - (11,727) 1,139,046
Change in accounting policy SHERE
— Adoption of HKAS 12 - RnEBE5E
amendment (note 3) 125 (B3] (f1:23) - (65,680) - 227,226 - 171,646
At January 2011, as restated RZE——E—-f-8"
FEyT| (20,396) 419,977 695,512 227,226 (11,727) 1,310,592
Exchange realignment EymE (1,015) 20,801 34,450 11,055 (581) 64,910
Deferred tax charged to the other ERMBREMZARALZ
comprehensive income during the year  EEHE - 4,732 - - - 4732
Deferred tax charged/(credited) tothe /% /(S A) WA RE 2
income statement during the year BRI 8,259 (95,577 (156,385) (30,696) 6,596 (267,808)

As at 31 December 2011, as restated RZZE——F

+ZA=1+-B K& (13,152) 349,933 573,577 207,785 (5,712) 1,112,431
At1 January 2012 W-2-—£-F-R (13159 349,033 573,577 207,785 6712 1112431
Exchange realignment A% (129) 3,371 5,600 2,029 (56) 10,815
Deferred tax charged to the other FRBEB2AKA
comprehensive income during the year 7 EIER{IE - 693 _ _ _ 603
Deferred tax charged/(credited tothe /1% /(5 A) A&
income statement during the year LERERE 28,744 (55,307) (127,770) (118,221) 2,109 (265,445)
Reclassified as held for sale BN BARELE - - (129,066) - - (129,066)
As at 31 December 2012 R-E--%+-A=1-B 15,463 298,690 322,341 96,593 (3,659) 729,428
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37.

144

SHARE OPTION SCHEME

There has been no change to the terms of the share option
scheme adopted by the Company on May 2002 which was
expired during the year.

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants of
the Scheme include the Company’s directors, including
independent non-executive directors, other employees of
the Group, suppliers of goods or services to the Group,
customers of the Group, the Company’s shareholders, and
any non-controlling shareholder of the Company’s
subsidiaries. The Scheme became effective on 29 May
2002 and, unless otherwise cancelled or amended, will
remain in force for 10 years from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is an
amount equivalent, upon their exercise, to 10% of the
shares of the company in issue at any time. The maximum
number of shares issuable under share options to each
eligible participant in the Scheme within any 12-month
period, is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in
excess of this limit is subject to shareholders’ approval in a
general meeting.

Share-based employee compensation will be settled in
equity. The Group has no legal or constructive obligation to
repurchase or settle the options in cash. Share options
granted to a director, chief executive or substantial
shareholder of the company, or to any of their associates,
are subject to approval in advance by the independent non-
executive directors. In addition, any share options granted
to a substantial shareholder or an independent non-
executive director of the company or to any of their
associates, in excess of 0.1% of the shares of the company
in issue at any time or with an aggregate value (based on
the price of the company’s shares at the date of the grant)
in excess of HK$5 million, within any 12-month period, are
subject to shareholders’ approval in advance in a general
meeting.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

SHARE OPTION SCHEME (Continued) 37. BEBRAETHE(®)
The offer of a grant of share options may be accepted within REBRHZEREATRNIEZE BB
21 days from the date of the offer, upon payment of a - BRER ARAEREHRE A
nominal consideration of HK$1 in total by the grantee. An AEHAB T2 RENRE - ZTEETE
option may be exercised under the Scheme at any time AR A R BB IR HE AR T BB AT
during a period not exceeding five years after the date when ZERRBERTE  EEZAMRC&E—
the option is granted and expiring on the last date of such KERBLE ©
period.
The exercise price of the share options is determinable by BAREZITHEERZESETE - ETAER()
the directors, but may not be less than the higher of (i) the AARRORIEEREERES BEKZ
Stock Exchange closing price of the Company’s shares on FrzWiE: (\RARRMDREERZR
the date of the offer of the share options; (i) the average HERERPIAERSBERIFZF
Stock Exchange closing price of the Company’s shares for HEHE: R(ii)EBERAE=FF 285
the five trading days immediately preceding the date of the & o
offer; and (i) the nominal value of an ordinary share.
Share options do not confer rights on the holders to BRI AR T B A ABBUR SRR
dividends or to vote at shareholders’ meetings. RREg LIREZEF -
No share option was granted during the year. F NI EARE o
As at 31 December 2012, no share option granted had RZEBE—ZF+ZA=+—0 UEEX
remained outstanding. 2 BERRRE DR THE o
The following table shows the movement of the Company’s TRERBEZT——-F+=-A=1+—H
share options during the year ended 31 December 2012. IEFEARBEREZ ZBIER -
Date of Outstanding at Granted Lapsed Outstanding
share options the beginning during during at the end Subscription
granted of the year the year the year of the year price Exercise period
BRERLAN FRERTHR AR FREXM  ERERTE RRE TEH
21 May 2007 49,050,000 - (49,050,000 - HK$0.30 21 May 2007 to
“ETHFRAZTH 0307 20 May 2012
S 3
hAZt—H
E-Z-—F
hAZTH
25 September 2007 29,880,000 - (29,880,000) - HK$0.296 25 September 2007
ZETEFENAZTRA 02967 to 24 September 2012
3 o2
AA-t+EE
E_Z-_F
AA=+mA

In assessing the theoretical aggregate value of the share
options granted and fully accepted during the year, the
Binomial option pricing model has been used. No share
option expense was recognised in current year (2011: Nil).

ERHEFARE RETSRAN 2 BREZ
EwAER CRA_EMEEERLN -
RAFES BERDBRERST(ZF——
F|E) -
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37. SHARE OPTION SCHEME (Continued)

Share options granted and fully accepted during year ended
31 December 2007:

Date of Grant:

Bt =R:C ===z
Vesting Period:

EREAH

Exercise Period:

TR -z

Exercise Price:

—=

21 May 2007 and 25 September 2007
+tFRAZ+—BRERZFETELFNA=THA
21 May 2007 and 25 September 2007
ZEEHEFRAZ+—BARZETEFNAZTEA

21 May 2007 to 20 May 2012 and 25 September 2007 to 24 September 2012
tFRAA -+ BE_Z——FRAA-TAR_ZTTLFHLA-+HEE
——FhAZ=+mA
HK$0.30 and HK$0.296 per share

37. BRESEE
RE-TTLE+-FA=+—BLEFE
R R B .2 BRI

TTEME - FM0.30/87T /2 0.296 87T
Number of
share options
Number of Share options BREHE
Date of share options value at HK$ 31 December
share options granted (note (b)) 2011
Grantee granted iz BRESBTEE —E——F
EFEA RUBRERS BREHE (M (b)) tT=ZA=+—H
Employees 21 May 2007 49,050,000 8,485,650 49,050,000
B8 ZETEFRAZ+—H
Employees 25 September 2007 52,350,000 8,480,700 29,880,000
(== —ZEE+FHAZTEHA
78,930,000
Notes: Wizt
(a) The closing prices of the ordinary shares of the Company immediately (a) RERAEIR L BHIAT - AQRIEBRR -2T+
before the date on which the options were granted were HK$0.3 on FRAZ+—BARZZETEFAA=FTHRAZEK
21 May 2007 and HK$0.275 on 25 September 2007. TEDRIA0IAETK0.275F T -
(o) According to the Binomial model, the theoretical aggregate value of (b) R _EEEERRA L Tl 2 SRR -

the options was estimated at HK$8,485,650 and HK$8,480,700 as at
21 May 2007 and 25 September 2007 respectively (when the options
were granted) with the following variables and assumptions:

Risk Free Rate:

ERBRAE

Expected Volatility:

TEHRKIE :

Expected Life of the Options:

BEAEHBY-SZLFRA-+—BR=Z
TH+FEFNAZTRBZEHERBES A
8,485,650 7 7T & 8,480,700 7 7T

4.164% and 4.102%, being the approximate yield of Exchange Fund Bills and Notes issued by
Hong Kong government for the time to maturity of the option as at the valuation date quoted by
Hong Kong Monetary Authority.

4.164% 52 4.102% - BN ESRME L BNMEE B ARE BB METIINER S RIBERES B
FHIR Z AR -

64.44% and 69.35%, being the average annualised standard deviations of the continuously
compounded rates of return on the share prices of two other comparable companies with
similar business operations

64.44%1269.35% + BN SRR 2 B A AT LA BIRE 2 3 EE X B E 2 PHFERERE -

5 years from the date of granting

B 2 TREAE M - A AR 5F
Expected Dividend Yield: Nil
TEHARR S - £

Options forfeited, if any, before the expiry of the options will be treated
as lapsed options which will be added back to the number of ordinary
shares available to be issued under the relevant share options

scheme.

146

PAE B AT DR W2 B AR (208 AR AE R BB I
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38. CONVERTIBLE NOTES — GROUP AND

COMPANY

On 10 December 2010, the Company issued convertible
notes with a principal amount of HK$3,100 million as part of
the consideration to acquire Talent Central Limited. The
convertible notes were denominated in Hong Kong Dollars,
unsecured, transferrable and interest-free. The convertible
notes entitled the holders thereof to convert the convertible
notes, in whole or in part, into ordinary shares of the
Company at a conversion price of HK$0.33 per share, at
any time after the expiry of the put option to and including
10 December 2015 (the “Maturity Date”). The Company has
option to redeem the outstanding principal amount of the
convertible notes at any time after the third anniversary from
the date of the issue of the convertible notes at 100% of the
face amount thereof.

The principal amount of HK$1,090 million of the convertible
notes are pledged and will be released to Talent Trend
Holdings Limited (“Talent Trend”) which is the vendor of
Talent Central Limited according to the sale and purchase
agreement signed between Talent Trend and Canton Million
Investments Limited which is a directly owned subsidiary of
the Company for the acquisition of Talent Central Limited.

At the date of completion of the Acquisition, the fair value of
the convertible notes was HK$2,574,228,000 which
included the equity component of fair value
HK$602,879,000. The fair value of the liability component
was HK$1,971,349,000.

The embedded derivatives relating to the Company’s
redemption option which are not closely related to the host
contract shall be separately measured and included
together with the liabilities component as a financial liability.
The fair value of the derivative component is determined
based on the valuation performed by B.l. Appraisals Limited
(“BI”) using Black-Scholes Option Pricing Model. The fair
value of the liabilities component is determined based on
the valuation performed by Bl using discounted cash flow
method. The effective interest rate of the host contract is
determined to be 6.42%. The residual amount is assigned
as the equity component for the conversion option and was
included in the convertible notes equity reserve.

38.

THREREE - AEERAAT

RZZ—ZF+=A+8 AQRETAK
%44 3,100,000,000 7 7T 2 AT R AR 2% -
€ 7 Y B Talent Central Limited 2 &8 7 1%
8- A RREEABITHE - THEEHE
AEEERES IRREEEFERSEA
R AIRREBEEREE T —AF
+TZATR(E®RBE]) (BEZA) A&
WA RERESR0.33E TG A BERE
BB r@RARARZETERK - K
NEIBEEER AR ER T AR
FEZIEF% - BERIRIRTE %8 100% fE 21 7]
BB Z M ARITERNESEE -

AR IR E ¥ & £101,090,000,000 8 7T 2 AN &
BE TE M IR ETaent Central
Limited 2 & /7 Talent Trend Holdings Limited
([Talent Trend)) AR AR B A 2 B
/A7) Canton Million Investments Limited 5t
Uz B% Talent Central Limited Fr25 3] B & i
ZE P Talent Trend ©

RUEEEK B AT RRERZAFES
2,574,228,0008 7T ' BEAFEZ
602,879,000/ 7T - BEHD 2 AFEE

£1,971,349,000 /& 7T °

ERAARAREDEZBAATETAREE
BHOYEZIRE BORFELASE
BEZEAGFARERD - TETARS
ZRFE DRERABRFEERAF
(TRBEBR DA TN — SFMET) B
EEEAPFETHENETE  MEBESDD
ZRFERRERBEBERUARRRERE
ERTEITHREMERE - TANZERME
BERCAE - RIS IVEABRBREZ
=AY - WA AR RIE S
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38. CONVERTIBLE NOTES — GROUP AND

COMPANY (Continued)

The liability component is carried as a long term liability on
the amortised cost basis until extinguished on conversion or
redemption. The derivative component of the Convertible
Notes is subsequently measured at fair value with changes
recognised in the consolidated statement of comprehensive
income. The value of the equity component is not
remeasured in subsequent years.

38. TRKREE — FAKERAQXF @)

BERRD TR R A E RS ERIIAE -
EEREMRBEE AL - TREREEZ0T
ETARHDEREATENE  HEHA
REEREE2HEBARKER - BaxH 2B
BETERERFESEHTE -

2012 2011
—E-—F —ET——%F
HK$’000 HK$'000
FER FHT
Liability component aEHs 2,298,732 2,264,417
Derivative component PTET ALY (157,529) (238,422)
2,141,203 2,025,995
Liability component =K ibay
At beginning of the year REL) 2,264,417 2,259,301
Converted into Company’s shares AR N EIRG (111,762) (137,701)
Imputed finance cost HE &R A 146,077 142,817
At end of the year RER 2,298,732 2,264,417
Derivative component TTET RS
At beginning of the year REH] (238,422) (277,662)
Converted into Company’s shares s A RN B D 11,465 12,667
Fair value change NEEED) 69,428 26,573
At end of the year RER (157,529) (238,422)
Carrying amount RE<H 2,141,203 2,025,995

At 31 December 2012, convertible notes with principal
amounts of HK$2,776,270,000 (2011: HK$2,916,520,000)

remained outstanding.

Talent Property Group Limited e #RibESEBEGRE A A

RZE——F+-_A=1+—H XA
2,776,270,000% 7wt( — & — — F:
2,916,520,000/8 ) 2 A R EHEAI K17
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

39. PROMISSORY NOTES — GROUP

39.

On 10 December 2010, the Group issued promissory notes
with a principal amount of HK$160 million (the “Notes”) as
part of the consideration to acquire Talent Central Limited.
The Notes were denominated in Hong Kong Dollars,
unsecured and transferrable. The Notes carried interest at
the rate of 5% per annum, payable at maturity and will
mature on 10 June 2013 (the “Maturity Date”), unless
redeemed earlier in minimum amount of HK$500,000 or
whole multiple thereof without any penalty, fee or other

additional payment.

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

AHERE — XEE
R_EBE—ZTF+-_A+H8 AEBEETE
& %8 /4 160,000,0007% 7T 2 H W E K ([ 2
1) - YE AU Talent Central Limited 2 &8
DRE - BETIAEILEHE - S| L]
g o RERIRFES5%FTE - AREIMEX
o BRIEERKIBEME S - BAREAM
BINKIBZERT - A& BRI 500,000
Bz BB HTREEHER - Th
ZEER_T—=FA+8(HHE )
HAm o

HK$'000
T
Non-current liability component at RZZE——F—HA—HB2
1 January 2011 JERBEEE S 135,272
Imputed finance cost HERVERK A 16,820
Non-current liability component at R-E——F+-_A=+—HZ
31 December 2011 FERBEEE S 152,092
Imputed finance cost HERERK A 17,948
Current liability component at R-ZE——F+-_A=+—B2
31 December 2012 mENE EERD 170,040

The effective interest rate for the Notes is 12.12% per

annum.

EBEERFEAFE12.12% °

Annual Report 2012 %

149



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R B

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

40. SHARE CAPITAL 40. B
2012 2011
—E-CF —E——%F
Number Number
of shares HK$’000 of shares  HK$’000
BRHEE TERT Rr2hE FET
Authorised: ERE
Ordinary shares of BREE0.04E T
HK$0.004 each i
At 1 January and at R—A—B&
31 December +ZA=+—H 125,000,000,000 500,000 125,000,000,000 500,000
2012 2011
—E--F —T——%F
Number Number
of shares HK$°000 of shares  HK$'000
BROEE FER 2B FET
Issued and fully paid: BETRAE
Ordinary shares of FARE{E0.004 % T
HK$0.004 each L EmR
At 1 January »—A—H 2,803,682,010 11,215 2,247,682,010 8,991
Issue upon conversion of NEBRARREE BT
convertible note (Note) (B15t) 425,000,000 1,700 556,000,000 2,224
At 31 December At=-—A=+—R~ 3,228,682,010 12,915 2,803,682,010 11,215
Note: Bt

150

On 11 May 2012, a convertible note holder has exercised conversion right to
convert part of the principal amount into 100,000,000 ordinary shares of the

Company at the exercise price of HK$0.33 per share.

On 1 June 2012, convertible note holders have exercised conversion right to
convert part of the principal amount into 325,000,000 ordinary shares of the

Company at the exercise price of HK$0.33 per share.

The details of the convertible notes which are set out in note 38 to the

consolidated financial statements.

Talent Property Group Limited e #RibESEBEGRE A A

NZB——FAA+—R —2AREEEFEATR
MR RITEEESROBETREI A RERA
100,000,000 f& 78 22 &) & 3@ A%
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

41. RESERVES

(@)

Group

The amounts of the Group’s reserves and the
movements therein during the year are presented in
the consolidated statement of changes in equity.

(i)  Share premium and capital redemption
reserve
The application of share premium account is
governed by Section 40 of the Companies Act
1981 of Bermuda (as amended).

(i) Contributed surplus
The contributed surplus of the Group represents
the surplus arising from the Group’s capital
reorganisation in respect of its capital reduction,
share subdivision and share consolidation in
2008.

Under the Companies Act 1981 of Bermuda (as
amended), contributed surplus is available for
distribution to shareholders. However, a
company cannot declare or pay a dividend, or
make a distribution out of contributed surplus; if:

— the company is, or would after the
payment be, unable to pay its liabilities as
they become due; or

— the realisable value of the company’s
assets would thereby be less than the
aggregate of its liabilities and its issued
share capital and share premium
accounts.

(iii) Capital reserve
Reserve are transferred from retained earnings
for compensation if loss and any accident
incurred in the future. The capital reserve arose
due to the acquisition of PRC subsidiaries in
previous year and re-organisation of Hong Kong
subsidiaries in previous years.

41. #B
(@ ~&£H

HARNEBELT -

() ROBERKAEEE

ROEERZERMXARE
—NAN—FREDEEERE
A0ETHRE -

(i) HAZEp
REEZHARBIES RN
TE=FHRAEERE - 3
AR B 1D & 6F 7 7 B AR
AEAMEE Y B -

REBRE-NAN—FREDE
(IER]) - BABRBADIKT
IR = AT RTFIERT
—BRA A ERARKRE M
R BB HAEH DK -

- WRREHFERELK
LS AR E LA
%

- WATMZAENRRME
EREBERERTR
AR 15 2 B 2 49 <

(i) B EE
ZREEBNRBRELEERER
EWERRE AN EBER
g BAREREFEKETE
BB AR RN EFSEE BN
BATIMESE -
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41. RESERVES (Continued)
Group (Continued)

152

(@)

(iv)

(v)

(vi)

(vii)

Currency translation reserve

The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations.
The reserve is dealt with in accordance with the
accounting policy set out in note 2.6.

Convertible notes reserve

On 10 December 2010, the Company issued
five years zero-coupon Hong Kong Dollar
convertible notes, due on 10 December 2015
for a principal amount of HK$3,100,000,000
which was part of the consideration for the
acquisition of Talent Central Limited. The
convertible notes are convertible, at the option
of noteholders into ordinary shares of HK$0.004
each of the Company at an initial conversion
price of HK$0.33 per share, at any time after the
expiry of the Put Option up to and including 10
December 2015.

The convertible notes contain two components,
liability and equity element. The liability
component is carried as a long term liability on
the amortised cost basis until extinguished on
conversion or redemption. The equity element is
presented in equity as “Convertible notes
reserve”.

Fair value reserve

The fair value reserve comprises the cumulative
net change in the fair value of available-for-sale
securities held at the end of each reporting
period and is dealt with in accordance with the
accounting policy set out in note 2.15(jii).

Property revaluation reserve

The revaluation reserve has been set up and is
dealt with in accordance with the accounting
policies adopted for land and buildings.

Talent Property Group Limited e #RibESEBEGRE A A

41. f#EE)

(a

EEE (&)

(iv)

v)

(vi)

(vii)

BB
4 b R DR A S 5D 2 7
B R TR T A S T
5o B R Y IR BB B 2,657
5 RSB o

AR E iR
RZE—ZFF+A+H &K
N F)EE1T AN 458 3,100,000,000
BEAER -_E—RHE+ A+
AEHz AFHZT BB TR
I = % 1F & I ETalent
Central Limited Z 2 HL(& - 2
BB AR RRHHEREA
HBEE-_ZT—AF+-A+H
IEEAR - BERFIRIZLAEAR0.33
BILZ I AR ES TR E
ERAR AN R FREEC.004
BIT 2 Bk o

AR B R R R RS (E
BB - BER DR
REEI|SEHEE BER
SAEREO M EHE R L -
HEOMER 255 [ AT
ES

N FEFE

AFERERERSRE M
EEAMBIHEEES A
FERFEEHFE  WAREN
FE2.15(i) FTE S ETBURRE -

YEEG#E
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(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

41. RESERVES (Continued) 41. RE®E
(b) Company (b) AT
Capital Share-based
Share redemption Contributed Convertible ~ compensation ~ Accumulated
premium reserve surplus  notes reserve reserve losses Total
URARER

RAEE RAEEHE HARH TRRERRE RREE RiER @3t

HK’000 HK’000 HK’000 HK’000 HK’000 HK’000 HK'000

TR TER TER TER TER TER TER

At 1 January 2011 R=E-—-%-A-H 365,359 7 368,125 602,879 16,966 (15,880) 1,337,526

Conversion of convertible notes FETRRER 158,493 - - (35,683) - - 122,810
Loss for the year and total FRBERFNLEEERE

comprehensive loss for the year - - - - - (172,994) (172,994)

At 31 December 2011 W=F-—-%+-A=+-H 523,852 n 368,125 567,196 16,966 (188,874) 1,287,342

At 31 December 2011 and RoE——F+-A=+-BR

1 January 2012 —3--5-f-B 523,852 n 368,125 567,196 16,966 (188,874) 1,287,342

Conversion of convertible notes FETRRER 125,872 - - (27,275) - - 98,697

Release upon expiry of share options granted A2 it 2 IR IER WEE - - - - (16,966) 16,966 -
Loss for the year and total FREERFAZERELESE

comprehensive loss for the year - - - - - (903,479) (903,479

At 31 December 2012 R=B-=£+-f=+-A 649,724 I 368,125 539,921 - (1,075,387) 482,460

The contributed surplus of the Company represents (i)
the difference between the consolidated shareholders’
funds of subsidiaries when they were acquired by the
Company and the nominal amount of the Company’s
share capital issued for the acquisition and (i) the
capital reorganisation as disclosed in note 41(a)(ii).

At 31 December 2012, the Company had no balance
of distribution reserves available for distribution to the
owners.

At 31 December 2011, the aggregate amount of
reserves available for distribution to owners of the
Company, calculated in accordance with the
Companies Act 1981 of Bermuda (as amended), was
approximately HK$179,251,000.

ARBZHANBERIE () B R RRA
RENBR ZEARRESBARE
MBI EEZ 25 ¢ (i)
B 5L 41 (a)(il) P IEE Z B AN B4R ©

R=ZF-—FT-_A=+—H XA
AL 5 R S BT R T A
A e

N-ZZT——E+-A=+—0 - B#E
BRE-NN—FRaEEEET)
E A ARARARBE AR
i 4AFEA) 5 179,251,000 /8 T °
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42,

43.

154

CAPITAL COMMITMENTS 42, EREIE
Group AEE
2012 2011
—B-=fF —_E——F
HK$’000 HK$'000
FTHER FHT
Capital commitments (contracted EAFSE (BETAVEREHE) -
but not provided for):
Capital injection into a subsidiary m—fEMBARNEE 10,352 10,210
Capital injection into an associate m—EEEAREE 32,575 -
Construction costs of properties BRERAPYEEENRA
under development 554,200 624,935
597,127 635,145
Capital commitments (authorised BARFE (BEBERTN)
but not contracted for):
Construction costs of properties BERPYERERAN
under development 906,148 1,136,163
1,503,275 1,771,308

Company
The Company does not have any significant commitments
as at 31 December 2012 and 2011.

OPERATING LEASE COMMITMENTS

Group

As Lessee

As at 31 December 2012, the total future minimum lease
payments under non-cancellable operating leases in respect
of land and building are payable by the Group as follows:

43.

b N/NE
RE——FR " T——F+ - A=+—
B RN E B ERAHE -

ReEHERE

AEE

TEAEREA
R-ZT——F+—-_A=+—8 A£ER
BT HECEHER T RIEFRMNZ
HEsEAEFIEEENT

2012 2011

—E-—-F —ET——%F

HK$’000 HK$'000

FHET FHET

Within one year —FR 8,742 18,637
In the second to fifth years F_EERF 6,164 19,726
Later than five years hFE - 15,466
14,906 53,829

The Group leases a number of properties under operating
leases. The leases run for an initial period of one year to
three years (2011: one to nine years), with an option to
renew the lease and renegotiated the terms at the expiry
date as mutually agreed between the Group and respective
landlords. None of the leases include contingent rental.
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44.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

OPERATING LEASE COMMITMENTS 43. REHERE®)
(Continued)
Group (Continued) REE (%)
As Lessor TEAHBEA
At 31 December 2012, the total future minimum lease R-ZT——F+—_A=+—8 A£ER
receivable under non-cancellable operating leases in respect B REEEHER T W REFEI
of land and building are receivable by the Group as follows: AERERERBERTNOT ¢
2012 2011
—E-—F —ET——4%F
HK$’000 HK$'000
FEx FAET
Within one year —FR 2,198 2,422
In the second to fifth years E_EZERF 5,785 5,362
Later than five years AFE 2,215 2,452
10,198 10,236
Company PN
The Company does not have any significant operating lease RZE—ZF R ——F+A=1+—
commitments as lessee and lessor as at 31 December 2012 B A2al(EAEBEAREHEAN) I EE
and 2011. A B KA & T EAHE -
BANKING FACILITIES 44, RITHME
Group REE

As at 31 December 2012, the banking facilities including
bank loans are secured by the Group’s investment
properties, property, plant and equipment, land use rights,
property under development, completed properties held for
sale and certain assets classified as held for sale with the
approximate value of HK$5,035,007,000 and corporate
guarantee from third party. The total banking facilities
amounted to HK$1,849,050,000 of which
HK$1,849,050,000 were utilised at the end of the reporting
period.

As at 31 December 2011, the banking facilities including
bank loans, overdraft, trust receipt and letter of credit are
secured by the Group’s investment properties, property,
plant and equipment, land use rights and properties under
development with the approximate value of
HK$4,937,612,000 and corporate guarantee from third
party. The total banking facilities amounted to
HK$1,894,221,000 of which HK$1,218,270,000 were
utilised at the end of the reporting period.

There are no banking facilities granted to subsidiaries which
are secured by the corporate guarantee of the Company as
at 31 December 2012 and 2011.

Company
The Company does not have any banking facilities granted
and utilised as at 31 December 2012 and 2011.

R-ZZ——F+-_A=+—8 " BITER
SRITRHEAAEEREME  WE K
EREZE - LinfERE BETPME - F
EREZERTIWERETHBEAIFIEDR
& 2 BE#EH5,035,007,0008 7T 2 BE
BIERHAEZFOEER - BTMERRE
£1,849,050,000/8 7T - MEBIME&EER
2 E A E & 1,849,050,000 78 7T °

R-ZE——F+-_A=+—H R7mE
BRERITER &% - FrtlEkEAK
TINAREBIREYS - W% - BENMEE -
T FRERERPYDES XL
4,937,612,000 B LA M E = HiRH 2 A A
FARVEIRIR - SR1TRVE 48505 1,894,221,000
B  RBEHELEEREYAES
1,218,270,000 7 7T, ©

RZF-—ZFR-ZF——F+ZA=+—
B BERTHBARZRITRE IAAR
DELZ ARFERIEE -

PIN/NE|
R_E——FR=_F——F+ZA=1—
H AAREANEEREEBAZRT
A -
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45. PLEDGE OF ASSETS AND CONTINGENT

156

45. EEEARIAREE

LIABILITIES
Group REE
2012 2011
—E-C-fF —T——fF
HK$’000 HK$’000
T FAT
Guarantee given in respect of TRAT &7 TR IRITRE R H
banking facilities for: 2R
— Third parties (note (a)) — E=7 (K@) - 12,290
— Mortgage facilities for certain — AEEHSMESLER
purchasers of the Group’s ZIRIBRE (M1it (b))
property units (note (b)) 111,737 8,787
111,737 21,077

Notes:

As at 31 December 2012, there was no assets of the Group which
was pledged to bank to secure general banking facilities granted to
third parties.

As at 31 December 2011, the Group’s investment properties with fair
value of HK$29,789,000 was pledged to banks to secure general
banking facilities granted to third parties to the extent of
HK$12,290,000.

It represented the guarantees in respect of mortgage facilities granted
by certain banks relating to the mortgage loans arranged for certain
purchasers of the Group’s properties. Pursuant to the terms of the
guarantees, upon default in mortgage payments by these purchasers,
the Group is responsible to repay the outstanding mortgage principals
together with accrued interest and penalty owed by the defaulted
purchasers to the banks and the Group is entitled to take over the
legal title and possession of the related properties. Of the amounts as
at 31 December 2012 of HK$111,737,000 (2011: HK$8,787,000),
was to be discharged upon earlier of (i) issuance of the real estate
ownership certificate which are generally be available within three
months after the purchasers take possession of the relevant
properties; and (ii) the satisfaction of mortgaged loan by the
purchasers of properties.

The Directors consider that in case of default in payments, the net
realisable value of the related properties can cover the repayment of
the outstanding mortgage principals together with the accrued
interest and penalty and therefore no provision has been made in
these consolidated financial statements for the guarantees.

Company
As at 31 December 2012 and 2011, the Company did not

have

any significant contingent liabilities and pledge of

assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

46. RELATED PARTY TRANSACTIONS
In addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group had the
following significant transactions with related parties:

(@ Compensation of key management
personnel:
The directors are of the opinion that the key
management personnel were the executive and non-
executive director of the Company, details of whose
emoluments are set out in note 11.1.

(b) Balance with related party:

46. BEALIXRS

BRUEEMBERREAMBOIBEZRI R
mERSN AEBEHEEBEBALETTIIE
AR5 -

(@ FEEEASHME:
EERB RARBZHITRIFNITE

ERTBERAR  WEZHMHFE
M 111 -

(b) EEEALZEER:

2012 2011
—E——F —E=——F
HK$°000 HK$'000
FERT FET
Balances due from/(to) FEd(FEF) BRI A T2 5%k
a related party
— included in prepayments, — FPATERFRIE - & &
deposits and other receivables H fth EYFRIE
Associate: & AT
Guangzhou Xintian Properties BMNFREHERESRA A
Development Limited (note (2)&(c)) (K13 (@) % (c) 454,291 52,236
— included in accruals and — BT AJERT B R R E A E FRIE
other payables
Associate: B AT
Guangzhou Xintian Properties BN REHEZEEBR AR
Development Limited (note (b)) (Ht3% b)) (384,688) -
Annual Report 2012 %
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

46. RELATED PARTY TRANSACTIONS (Continued)  46.

(c) Transaction with related party:

BEALRS #)
) HBEEALZXRZ:

2012 2011
—E—-CfF —ET——%F
HK$’000 HK$’000
FHET FHT
Interest income on loan to ATHEALTERZ
a related party FEMA
Associate: Bt N T -
Guangzhou Xintian Properties BN REMEERBR AT
Development Limited (note (a)) (H1e (@) 27,136 -
Notes: Bzt -
(@) Balances due from an associate are unsecured, charged at 5% (@ FEUE S N B R BEEE - REF5%
per annum and repayable in the year ended 31 December AERERBEZZE—=%+=A
2013. =t+—HILFEEE-
(b) Balances due to an associate are unsecured, interest-free and (o) BB ENRERARER 28 RE
no repayment terms. B -
(© No provision for impairment have been made in respect of this (© RERZAEBHRAERE -

balance.

47. FINANCIAL RISK MANAGEMENT AND FAIR  47.

158

VALUE MEASUREMENTS

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and
in its investment activities. The financial risks include market
risk (including currency risk, interest risk and other price
risk), credit risk and liquidity risk.

The Group does not have written risk management policies
and guidelines. Generally, the Group employs a conservative
strategy regarding its risk management. Financial risk
management is coordinated at the Group’s headquarters, in
close co-operation with the board of directors periodically.
The overall objectives in managing financial risks focus on
securing the Group’s short to medium term cash flows by
minimising its exposure to financial markets. Long term
financial investments are managed to generate lasting
returns with acceptable risk levels. As the Group’s exposure
to market risk (including currency risk, interest risk and other
price risk), credit risk and liquidity risk are kept at a minimum
level, the Group has not used any derivative or other
instruments for hedging purposes. The Group does not hold
or issue derivative financial instruments for trading purposes.
The most significant financial risks to which the Group is
exposed are discussed below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

As at the reporting date, the Group’s and the Company’s
financial instruments mainly consisted of available-for-sale
financial assets, financial assets at fair value through profit
or loss, restricted cash, cash and cash equivalents, trade
receivables, deposits and other receivables, trade payables,
accruals and other payables, obligations under finance
lease, amounts due from and to subsidiaries, borrowings,
promissory notes and convertible notes.

(a) Categories of financial assets and liabilities
The carrying amounts presented in the Group’s and
the Company’s statements of financial position relate
to the following categories of financial assets and
financial liabilities:

Financial assets

47.

MBEMREER NP EFE @

RBEEH  AEBRARRZEBMTE
TEERAHEESREE  BATEK
BREARZEREE IRGIHE He
EREEBEY  BUREF  REMEME
WRIE - BRI BRFERREMEN
R MEMEAE BUELENHER
BIRIA - B AREBRRABRERER -

@ ==RMEEKRSEZER
AEBRARRMBARNBRES 2
FHEANTEREENERBEE
RIAR

Group Company
rEH ARTE]

2012 2011 2012 2011

—E-—f —T——F B —T——F
HK$000 HK$000 HK$000 HK$'000

SMAE T T T T
Available-for-sale financial AN ESREE
assets 1,361 2,121 - -
Financial assets at fair value ~ ZAF(ELEZ
through profit or loss ANEZSREE 3,995 5,677 - -
5,356 7,698 - -
Loans and receivables B R EWRGRIE
— Trade receivables — JEURER X 36,234 61,989 = -
— Amounts due from — KB AR
subsidiaries I - - 2,637,858 3,322,527
— Deposits and other — e RHARER
receivables (note 27) FE(Hfzr27) 1,048,518 705,874 - -
— Restricted cash — ZRHEE = 5,153 = -
— Cash and cash equivalents — R& KkiFe
ZEY 169,945 320,339 3,390 3,692

1,254,697 1,093,355 2,641,248 3,326,219

1,260,053 1,101,063 2,641,248 3,326,219

Annual Report 2012 %
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R B

(For the year ended 31 December 2012) (Bl E —ZF —

THE+ZA=TRLEFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR 47. BXEKREER AFETE@E)
VALUE MEASUREMENTS (Continued)
(@) Categories of financial assets and liabilities (@ =RMEENRGBBZERE)
(Continued)
Group Company
rEHE ¥ NN
2012 2011 2012 2011
—E-—F —FT——F ZB--f —T——F
Financial liabilities HK$000 HK$000 HK$000 HK$000
SRMEE FET FET FET FET
Financial liabilities measured & 4k Azt &
at amortised cost ZEeRas
— Trade payables — FERTERER (58,697)  (86,303) - -
— Accruals and other — EEFER R HA
payables FERTRUR (982,779) (1,270,979) (1,802) (1,933)
— Amounts due to — [EMEB AR
a subsidiary A - - (3,055) -
— Obligations under — BB AEE
finance lease (246) (273) - -
— Borrowings — & (1,696,428) (1,792,296) - -
— Promissory notes — AN EE (170,040) (152,092) - -
— Convertible notes — AR (2,141,203) (2,025,995) (2,141,203) (2,025,995)
(5,049,393) (5,327,938) (2,146,060) (2,027,928)
(b) Foreign currency risk (b) FMEE R
Currency risk refers to the risk that the fair value or BERBESRIAZAFEIARK

future cash flows of a financial instrument will fluctuate
because of changes in foreign currency.

The functional currency of the Company and its major
subsidiaries in Hong Kong is HK$ in which most of the
transactions are denominated. The functional currency
of those subsidiaries operating in PRC is RMB in
which most of its transactions are denominated.
Certain bank balances and bank borrowings of the
Group are denominated in United States Dollar
(“US$"), HK$ and RMB respectively. As at the
reporting date, foreign currencies were translated into
HK$ at the closing rate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2012) (B ZE ==

47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(b)

Foreign currency risk (Continued)

Deposits invested into various bank deposits are
mainly denominated in HK$, US$ and RMB. As at 31
December 2012, cash and bank balances (including
the amounts under assets classified as held for sales)
mainly included HK$14,663,000, US$2,743,000
(approximately HK$21,157,000) and RMB121,717,000
(approximately HK$151,051,000). Any foreign
currency exchange rate fluctuations in connection with
its foreign currency denominated bank deposits may
have a financial impact to the Group.

The borrowings (including the amounts under liabilities
associated with assets classified as held for sales) are
all denominated in RMB. As at 31 December 2012,
the borrowings were RMB1,906,985,000
(approximately HK$2,366,568,000). Any foreign
currency exchange rate fluctuations in connection with
its foreign currency denominated borrowings may
have a financial impact to the Group.

The Group currently does not have a foreign currency
hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need
arises.

Sensitivity analysis

At 31 December 2012, if HK$ had strengthened by
10% against RMB with all other variables held
constant, post-tax loss for the year and accumulated
loss would have been approximately HK$221,552,000
lower respectively (2011: post-tax loss for the year
and accumulated loss would have been approximately
HK$151,580,000 lower respectively), as a result of net
foreign exchange gain on translation of RMB
denominated cash and bank balances and
borrowings.

Conversely, if HK$ had weakened by 10% against
RMB, with all other variables held constant, post-tax
loss for the year and accumulated loss would have
been approximately HK$221,552,000 higher
respectively (2011: post-tax loss for the year and
accumulated loss would have been approximately
HK$151,580,000 higher respectively), as a result of
net foreign exchange losses on translation of RMB
denominated cash and bank balances and
borrowings.

The policies to manage foreign currency risk have
been followed by the Group since prior years and are
considered to be effective.
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47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

162

(c)

Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group. The Group’s
exposure to credit risk mainly arises from granting
credit to customers in the ordinary course of its
operations.

The carrying amounts of trade receivables, deposits
and other receivables, restricted cash and cash and
cash equivalent included in the face of the
consolidated statement of financial position represent
the Group’s maximum exposure to credit risk in
relation to its financial assets.

For the sale of trading goods, the Group generally has
established long-term and stable relationships with its
customers. The Group has policies in place to ensure
that sales are made to customers with an appropriate
credit history. The Group allows a range of credit
periods from 30 days to 90 days to its trade
customers. The Group reviews the recoverable
amount of each individual accounts receivable at each
reporting date to ensure that adequate impairment
losses are made for irrecoverable amounts.

For the sale of properties, the Group has policies in
place to ensure that sales are made to purchasers
with an appropriate financial strength and appropriate
percentage of down payments. It also has other
monitoring procedures to ensure that follow-up action
is taken to recover overdue debts. In addition, the
Group reviews regularly the recoverable amount of
each individual trade receivables to ensure that
adequate impairment losses are made for
irrecoverable amounts. The Group has no significant
concentrations of credit risk, with exposure spread
over a large number of counterparties and customers.
The Group reviews the recoverable amount of each
individual accounts receivable at each reporting date
to ensure that adequate impairment losses are made
for irrecoverable amounts.

The Group maintains its cash and cash equivalents
with reputable banks in Hong Kong and the PRC,
therefore the directors consider that the credit risk for
such is minimal.

The credit and investment policies to manage credit
risk have been followed by the Group since prior years
and are considered to have been effective in limiting
the Group’s exposure to credit risk to a desirable
level.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(d)

Interest rate risk

Interest rate risk relates to the risk that the fair value or
cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Group’s interest rate risk arises from interest
bearing bank deposits, bank borrowings, unsecured
loan and promissory notes. Bank borrowings at
variable rates expose the Group to cash flow interest
rate risk. In addition, unsecured loan and promissory
notes at fixed rates expose the Group to fair value
interest rate risk.

The Group has interest-bearing assets and liabilities in
relation to cash at bank and borrowings. Details of
which are disclosed in note 29 and 33. The Group
currently does not have any interest rate hedging
policy and will consider enter into interest rate hedging
should the need arise. The Group ensures that it
borrows at competitive interest rates under favourable
terms and conditions.

At 31 December 2012, if interest rates had been 100
basis points higher/lower, with all other variables held
constant, post-tax loss and accumulated loss would
have been approximately HK$10,832,000 higher/
lower respectively, as a result of increase/decrease in
net interest expenses (including interest expenses net
of interest income) on borrowings and bank deposit at
variables rates.

At 31 December 2011, if interest rates had been 100
basis points higher/lower, with all other variables held
constant, post-tax loss and accumulated loss would
have been approximately HK$6,412,000 higher/lower
respectively, as a result of increase/decrease in net
interest expense (including interest expenses net of
interest income) on borrowings and bank deposit at
variable rates.

The policies to manage interest rate risk have been
followed by the Group since prior years and are
considered to be effective.
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47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

164

()

Other price risk

Other price risk relates to the risk that the fair values
or future cash flows of a financial instrument will
fluctuate because of changes in market prices (other
than changes in interest rates and foreign exchange
rates).

Equity price risk

The Group is exposed to change in market prices of
listed and unlisted equity in respect of its investments
classified as available-for-sale financial assets and
financial assets at fair value through profit or loss.

The management manages this exposure by
maintaining a portfolio of investments.

The sensitivity analyses below have been determined
based on the exposure to equity price risk at the
reporting date. For sensitivity analysis purpose, the
sensitivity rate is 30% in the current year as a result of
the volatile financial market.

In respect of the investments in unlisted equity
classified as available-for-sale financial assets, if equity
prices had been 30% higher/lower, the impact on
other comprehensive loss for the year ended 31
December 2012 would decrease/increase by
HK$408,000 respectively (2011: HK$636,000). This is
mainly due to the change in fair value of available-for-
sale financial assets.

In respect of the investments in listed equity classified
as financial assets at fair value through profit or loss, if
equity prices had been 30% higher/lower, post-tax
loss and the accumulated loss for the year ended 31
December 2012 would decrease/increase by
approximately HK$1,199,000 respectively (2011:
approximately HK$1,673,000).

The policies to manage other price risk have been
followed by the Group since prior years and are
considered to be effective.
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47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(f)

Liquidity risk

Liquidity risk relates to the risk that the Group will not
be able to meet its obligations associated with its
financial liabilities that are settled by delivering cash or
another financial assets. The Group is exposed to
liquidity risk in respect of settlement of trade payables,
accruals and other payables, obligations under finance
lease, borrowings, promissory notes and convertible
notes, and also in respect of its cash flow
management. The Group’s objective is to maintain an
appropriate level of liquid assets and committed lines
of funding to meet its liquidity requirements in the
short and longer term.

The Group manages its liquidity needs on a
consolidated basis by carefully monitoring the cash
inflows and outflows due in day to day business.
Liquidity needs are monitored in various time bands,
on a day to day and week to week basis, as well as
on the basis of a rolling 30 day projection. Long term
liquidity needs for a 180-day and 365-day lookout
period are identified monthly.

The Group’s liquidity is mainly dependent upon the
cash received from its customers of trading goods
and property held for sale, and funds financing for
property under construction. The directors of the
Company are satisfied that the Group will be able to
meet in full its financial obligations as and when they
fall due in the foreseeable future.

The liquidity policies have been followed by the Group
since prior years and are considered to be effective in
managing liquidity risks.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B R B

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)
() Liquidity risk (Continued)

The following tables detail the remaining contractual
maturities at the reporting date of the Group’s and the
Company’s non-derivative financial liabilities (including
liabilities associated with assets classified as held for
sale), which are based on contractual undiscounted

(Hh RBESRRE
TREANREBERARNRBFEITES R
BE(BEIBRFIEHEZEEN
HEAE)NRERRAZRERE OH
R DERBORERASRER
AR B R AR A A BEAR B R FRIR

47. BIREREER AFETE®)

cash flows and the earliest date the Group and the Z =R HEmES
Company can be required to pay:
Group KEEH
As at 31 December 2012
R=Z-Z#+=A=1-A
Total Within Between Between
contractual one year oneyear  two years
Carrying undiscounted oron and two andfive  More than
amount  cash flow demand years years five years
RNRER -£R -£Z REE
BEE BEREAE REEX mEH nEM BBRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER TER TER TER TER
Trade payables FETERR 252,260 252,260 (252,260) - - -
Accruals and other payables EHERREMERFE 1,620,658 1,620,658  (1,620,658) - - -
Obligations under finance lease ~ BLAT & E 246 246 (62) (62) (122) -
Borrowings (principal amount &
plus interest) (REEMFIE) 2,366,568 3,001,464  (1,082,705) (254,252)  (1,054,427) (610,080)
Promissory notes (principal ESES
amount plus interest) (KEBNF8) 170,040 163,518 (163,518) - - -
Convertible notes TRREE 2,141,203 2,776,270 - - (2776,210) -
6,550,975 7,814,416  (3,119,203) (254,314)  (3,830,819) (610,080)

Talent Property Group Limited e #RibESEBEGRE A A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B3 W R ik

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

() Liquidity risk (Continued)

H RBETERE

47. BIREREER AFETE®)

Group (Continued) KEE (%)
As at 31 December 2011
RZE—E+-A=t-H

Total Within Between Between

contractual one year one year two years
Carrying  undiscounted oron and two and five More than
amount cash flow demand years years five years

BERER —ER -7 mEE
FHE RenEgE EEX MEE ik BBNF
HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000
TR TR TR TR TR TEL
Trade payables R 86,303 86,303 (86,303) - - -
Acoruals and offier payables  ERERREMEME 1270979 1270979 (1270.079) - - -
Obligations under finance lease  F&TH E&E 273 213 (65) (05) (163) -
Borrowings (principal amount EEN 1,792,296 2,169,381 (1,137,539 (110,005) (306,195) (615,642)

plus interest) (R2EMHE)
Promissory notes (principal ALEE 152,092 171,540 (8,000) (163,540) - -
amount plus interest) (REBNFE)
Convertible notes BEzlies 2,02599% 2916520 - - (2916520 -
537938  6,6149%  (2,502,376) (273,600) (3,222,878 (615,642)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A1y B R ik

(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR 47. BiERREER A FEFE®)
VALUE MEASUREMENTS (Continued)

()  Liquidity risk (Continued) (h RBESEEGE
Company FAVAY-T|
As at 31 December 2012
R-E-Z#+-A=1-H
Total
contractual Within Between one Between two

Carrying undiscounted  one year or yearand  years and
amount  cashflow ondemand twoyears  five years
CHEY T k0 -5 mEE

REE BeRBEE HEEX mEH nEMH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR THR THR

Accruals and other payables Bt BR REMERZE 1,802 1,802 (1,802) - -
Amounts due to a subsidiary el B A R ZE 3,055 3,055 (3,055) = =
Convertible notes HRER 2,141,203 2,776,270 - - (2,776,270)

2,146,060 2,781,127 (4,857) - (2,776,270)

As at 31 December 2011
HoF-—F+=A=t-A

Total
contractual Within -~ Betweenone  Between two
Carrying  undiscounted ~ one year or year and years and
amount cashfow  ondemand two years five years
RHARER —ER —%z MEZE

BEE RLREEE  AEEX M Gk
HK§000  HK§'000  HK000  HKSO000  HK$'000
ThT ThT ThT TR AL

Accruals and other payables EHEAREMEGTE 1,933 1,933 (1,933) - -
Convertible notes THRREE 2,025,995 2,916,520 - - (2,916,520)

2,027,928 2,918,453 (1,933 - (2,916,520
The Group considers expected cash flows from REEBRIGHELRERREBESRME
financial assets in assessing and managing liquidity eXxEREcMEEZTAHES R
risk, in particular, its cash resources and other liquid 2 FHEREERKAAREELR
assets that readily generate cash. The Group’s SZHMBBEE AEERERS
existing cash resources and other liquid assets BRMEMRDEEABBLERS
significantly exceed the cash outflow requirements. B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(9)

Fair value measurement recognised in the
consolidated statement of financial position
The Group adopted the amendments to HKFRS 7
Improving Disclosures about Financial Instruments
effective from 1 January 2009. These amendments
introduce a three-level hierarchy for fair value
measurement disclosures and additional disclosures
about the relative reliability of fair value measurements.

The hierarchy groups financial assets and liabilities
into three levels based on the relative reliability of
significant inputs used in measuring the fair value of
these financial assets and liabilities. The fair value
hierarchy has the following levels:

—  Level 1: quoted prices (unadjusted) in active
markets for identical assets and
liabilities;

— Level 2: inputs other than quoted prices
included within Level 1 that are
observable for the asset or liability,
either directly (i.e. as prices) or indirectly
(i.e. derived form prices); and

—  Level 3: inputs for the asset or liability that are
not based on observable market data
(unobservable inputs).

The level in the fair value hierarchy within which the
financial asset or liability is categorised in its entirety is
based on the lowest level of input that is significant to
the fair value measurement.

47. BIREREER AFETE®)

(9)

RERES BRI RIER 2 X FE
e
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(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

170

47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(g) Fair value measurement recognised in the
consolidated statement of financial position
(Continued)

The financial assets and liabilities measured at fair
value in the consolidated statement of financial
position are grouped into the fair value hierarchy as

47. BIREREER AFETE®)

RERES BRI RIER 2 X FE

& ()

(9)

REFAEVBARNKRATFEFEZS
BEERBEDRUATRAFER

follows:
2012 — Group
ZE--F - X5H
Level 1 Level 2 Level 3 Total
- -t F=ZR/ et
HK$'000 HK$000 HK$000 HK$’000
THET FERT FHExT FHERT
Assets EE
Available-for-sale AHEESREE
financial assets 1,361 - - 1,361
Listed securities designated EBEALANTE
at fair value through gwER AR
profit or loss hES 3,995 - - 3,995
Derivative financial instruments AJ3#8Z=1E 2 $T4
under convertible notes SR T ALY
- - 157,529 157,529
5,356 - 157,529 162,885
2011 — Group
—T——F - Fr%£H
Level 1 Level 2 Level 3 Total
F—H B E= 5t
HK$'000 HK$000  HK$'000  HK$000
FHET FHET FHET T
Assets BE
Available-for-sale At ESREE
financial assets 2,121 - - 2,121
Listed securities designated &% A1k A FE
at fair value through LEm AR
profit or loss EmEH 5,577 - - 5,577
Derivative financial instruments aJ#% =% > $74
under convertible notes SRITEISD
- - 238,422 238,422
7,698 - 238422 246,120

There have been no significant transfers between
levels 1 and 2 in the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B B R B

(For the year ended 31 December 2012) (BZE=—T——F+-_A=+—HIFE)

47. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(9)

Fair value measurement recognised in the
consolidated statement of financial position
(Continued)

The movement during the period in the balance of
Level 3 fair value measurements is as follows:

47.

MBEMREER NP EFE @

RERES BRI RIER 2 X FE

& ()

HINE = BATEHEES 2 BB
™

Derivative

financial

instruments

under

convertible

notes

AHRBREEZ

TESMIARD

HK$'000

FAET

At 1 January 2011 RZE——F—H—H 277,662
Converted into Company’s shares el = YiN/NE i (12,667)
Fair value change NEEZEE (26,573)
At 31 December 2011 RZE——F+_-_A=+—8H 238,422
Converted into Company’s shares L8y oINS E5) (11,465)
Fair value change NEEE (69,428)
At 31 December 2012 R-ZE——FE+=-A=+—H 157,529

Fair value changes on derivative financial instruments
under convertible notes are included in consolidated
statement of comprehensive income.

The methods and valuation techniques used for the
purpose of measuring fair value are unchanged
compared to the previous reporting periods.

The available-for-sale financial assets and listed equity
securities are denominated in HK$, US$ and RMB.
Fair values have been determined by reference to their
quoted bid prices at the reporting date and have been
translated using the spot foreign currency rates at the
end of the reporting period where appropriate.

The derivative financial instruments under convertible
notes are denominated in HKS. Fair values have been
determined by reference to the valuation made by an
independent qualified valuer by using the Black-
Scholes Option Pricing Model that includes some
assumption that are not supportable by observable
market prices or rates.

THBEE (TEERIANSHA
TEEDHAGAS SERARE -

SAERAFEMAIERGEERTE L
—HREHEER -

A ESREEN EHRARESFIA
BT ELIRAREE - AFER
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(For the year ended 31 December 2012) (HE =T —=—F+-A=1+—HIFE)

48.

49.

50.

172

CAPITAL MANAGEMENT

The Group’s capital management objectives are to ensure
the Group’s ability to continue as a going concern and to
provide an adequate return to shareholders by pricing
goods and services commensurately with the level of risk.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group, prevailing and projected
capital expenditures and projected strategic investment
opportunities.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group regards total equity attributable to the owners of
the Company presented on the face of the consolidated
statement of financial position as capital, for capital
management purpose. The amount of capital as at 31
December 2012 amounted to approximately HK$479,037,000
(2011: approximately HK$1,021,181,000), which the
management considers as optimal having considered the
projected capital expenditures and the forecast strategic
investment opportunities.

The Group is not subject to externally imposed capital
requirements.

ULTIMATE HOLDING COMPANY
The directors consider Winspark Venture Limited, which is
incorporated in the BVI, to be the ultimate holding company.

SUBSEQUENT EVENTS

As at 25 January 2013, the Group entered into an
agreement for the disposal of entire 63.2% equity interest in
Hainan Honglun Properties Limited. This disposal was
subject to shareholders’ approval. Details of this disposal
were shown in the circular to shareholders dated 21 March
2018.
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