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GENERAL

The Company is a public listed company
incorporated in Hong Kong and its shares are listed

on The Stock Exchange of Hong Kong Limited.

The Company is an investment holding company.
The principal activities of the subsidiaries are
property development and investment and provision

of property management and related services.

BASIS OF PREPARATION OF
FINANCIAL STATEMENTS

Going concern

The Group depends on finance from banks and a

related company to fund its operations.

The related company has confirmed that it will not
request repayment of the amount of
HK$178,935,000 due to it until such time as the

Group is in a position to repay.

Based on the Group’s existing banking facilities
and the advances obtained from the related
company, the Directors believe that the Group will
have sufficient resources to fund its operations and
will continue as a going concern. Consequently,
the Directors have prepared the financial statements

on a going concern basis.
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HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

ADOPTION OF A REVISED STATEMENT
OF STANDARD ACCOUNTING
PRACTICE

In the current year, the Group has adopted, for the
first time, a revised Statement of Standard
Accounting Practice (“SSAP”) — SSAP 12 (Revised)
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”). Under SSAP 12
(Revised) “Income taxes” is effective for accounting

periods commencing on or after 1 January 2003.

In accordance with the SSAP 12 (Revised), deferred
tax is provided using the liability method, on all
temporary differences between the tax bases of
assets and liabilities and their carrying amounts in
the financial statements. The deferred tax liabilities
or assets are measured at the tax rates that are
expected to apply to the period when the asset is
recovered or liability is settled, based on the tax
rates and the tax laws that have been enacted or
substantively enacted by the balance sheet date.
Deferred tax assets are recognised to the extent
that it is probable that future taxable profit will be
available against which the deductible temporary

differences, tax losses and credits can be utilized.
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PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared in
accordance with all applicable SSAPs and
Interpretations issued by the HKICPA, accounting
principles generally accepted in Hong Kong and
the disclosure requirements of the Companies
Ordinance. The financial statements also comply
with the applicable provisions of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. Principal

accounting policies are summarised below:

(a) Basis of preparation
The measurement basis used in the
preparation of the financial statements is
historical cost modified by the revaluation

of certain properties as explained in the

accounting policies set out below.

(b) Basis of consolidation

The consolidated financial statements include
the financial statements of the Company and
its subsidiaries and jointly controlled entities

made up to 30 June each year.

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

effective date of disposal, as appropriate.

All significant intercompany transactions and
balances within the Group are eliminated on

consolidation.
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A subsidiary, in accordance with the Hong
Kong Companies Ordinance, is a company
in which the Group or the Company, directly
or indirectly, holds more than half of the
issued share capital, or controls more than
half of the voting power, or controls the
composition of the board of directors.
Subsidiaries are considered to be controlled
if the Company has the power, directly or
indirectly, to govern the financial and
operating policies, so as to obtain benefits

from their activities.

An investment in a subsidiary is consolidated
into the consolidated financial statements,
unless it is acquired and held exclusively
with a view to subsequent disposal in the
near future or operates under severe long-
term restrictions which significantly impair
its ability to transfer funds to the Group, in
which case, it is stated in the consolidated
balance sheet at fair value with changes in
fair value recognised in the consolidated

income statement as they arise.

In the Company’s balance sheet an
investment in a subsidiary is stated at cost
less any impairment losses, unless it is
acquired and held exclusively with a view
to subsequent disposal in the near future or
operates under severe long-term restrictions
which significantly impair its ability to
transfer funds to the Company, in which case,
it is stated at fair value with changes in fair
value recognised in the income statement as

they arise.
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4. PRINCIPAL ACCOUNTING POLICIES

(cont’d)

(d)

Joint ventures

A joint venture is a contractual arrangement

whereby the Group and other parties

undertake an economic activity which is

subject to their joint control and none of the

participating parties has unilateral control

over the economic activity.

()

(if)

Jointly controlled entity

The consolidated income statement
includes the Group’s share of the
results of jointly controlled entity for
the year, and the consolidated balance
sheet includes the Group’s share of the
net assets of the jointly controlled

entity.

Jointly controlled asset

The consolidated income statement
also includes the Group’s share of the
income and expenses arising from the
jointly controlled asset for the year, and
the consolidated balance sheet
includes the Group’s share of the assets
and liabilities in relation to such joint

venture.
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PRINCIPAL ACCOUNTING POLICIES

(cont’d)
(e) BE EBE (e) Goodwill/Negative goodwill
BANBARIKEANRD Goodwill arising from the acquisition of
BRTEBAKEAR®K subsidiaries represents the excess of the cost
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of acquisition over the fair value of the
Group’s share of the identifiable assets and
liabilities of the acquired subsidiary at the

date of acquisition.

Negative goodwill arising from the
acquisition of subsidiaries represents the
excess of the Group’s share of fair value of
the identifiable assets and liabilities acquired

over the cost of acquisition.

Goodwill arising from acquisition is
recognised in the consolidated balance sheet
as an asset and amortised on the straight-
line basis over its estimated useful life of 20
years. To the extent that negative goodwill
relates to expectations of future losses and
expenses that are identified in the acquisition
plan and that can be measured reliably, but
which do not represent identifiable liabilities
as at the date of acquisition, that portion of
negative goodwill is recognised as income
in the consolidated income statement when
the future losses and expenses are

recognised.

To the extent that negative goodwill does not
relate to identifiable expected future losses
and expenses as at the date of acquisition,
negative goodwill is recognised in the
consolidated income statement on a
systematic basis over the remaining average
useful life of the acquired depreciable/
amortisable assets. The amount of any
negative goodwill in excess of the fair values
of the acquired non-monetary assets is

recognised as income immediately.
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4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(e)

Goodwill/Negative goodwill (cont’d)

In prior years, goodwill/negative goodwill
arising on acquisition was eliminated against/
credited to consolidated capital reserve in
the year of acquisition. The Group has
adopted the transitional provision of SSAP
30 that permits goodwill/negative goodwill
on acquisitions which occurred prior to 1
July 2001, to remain eliminated against/
credited to consolidated capital reserve.
Goodwill/Negative goodwill on subsequent
acquisitions is treated according to the new

accounting policy above.

On disposal of subsidiaries, the gain or loss
on disposal is calculated by reference to the
net assets at the date of disposal, including
the attributable amount of goodwill/negative
goodwill which remains unamortised/has not
been recognised in the consolidated income
statement and any relevant consolidated
reserves, as appropriate. Any attributable
goodwill/negative goodwill previously

eliminated against/credited to the
consolidated capital reserve at the time of
acquisition is written back and included in

the calculation of the gain or loss on disposal.

The carrying amount of goodwill, including
goodwill remaining eliminated against
consolidated capital reserve, is reviewed
annually and written down for impairment
when it is considered necessary. A previously
recognised impairment loss for goodwill is
not reversed unless the impairment loss was
caused by a specific external event of an
exceptional nature that was not expected to
recur, and subsequent external events have
occurred which have reversed the effect of

that event.
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PRINCIPAL ACCOUNTING POLICIES
(cont’d)

f) Fixed assets
(i) Investment properties

Investment properties are interests in
land and buildings which are held for
their investment potential. Investment
properties include completed
properties and investment properties
under redevelopment for continued

future use as investment properties.

Investment properties are included in
fixed assets at their open market value,
which are assessed annually by

external qualified valuers.

Increases in valuation are credited to
investment properties revaluation
reserve. Decreases in valuation are first
set off increases on earlier valuations
on a portfolio basis thereafter are
debited to the consolidated income
statement. Any subsequent increases
are credited to the consolidated
income statement up to the amount

previously debited.

On disposal of investment properties,
the relevant portion of revaluation in
respect of previous valuations is
released to the consolidated income

statement.
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4. PRINCIPAL ACCOUNTING POLICIES

(cont’d)

f) Fixed assets (cont’d)

()

(if)

Investment properties (cont’d)

No depreciation is provided on
investment properties except where the
unexpired term of the lease is twenty
years or less, in which case the then
carrying amount is amortised on a
straight line basis over the remaining

unexpired term of the lease.

Other fixed assets

Other fixed assets are stated at cost
less accumulated depreciation and
impairment losses. Depreciation is
calculated at rates sufficient to write
off the cost of the assets less
accumulated impairment losses over
their estimated useful lives on a straight

line basis at the following annual rates:

Office equipment 10%
Furniture and fittings 10%
Motor vehicles 20%

The cost of other fixed assets comprises
its purchase price and any directly
attributable costs of bringing the asset
to its working condition and location
for its intended use. Major costs
incurred in restoring other fixed assets
to their normal working condition are
charged to the consolidated income
statement. Improvements are
capitalised and depreciated over their

expected useful lives.
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4. EESZEFTHE (&) 4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
(f) EEEE (&) (f) Fixed assets (cont’d)

(ii)  Other fixed assets (cont’d)

The gain or loss arising from the

JE & B E A 2 A retirement or disposal of other fixed
HEBE(AZEEE assets are determined as the difference
2 BREE B EES between the estimated net sales
ZER)  EEHEEHK proceeds and the carrying amounts of
7 7% R A AU A B E the assets and are recognised as
oo income or expense in the consolidated
income statement.
(9) =EWHE (g)  Properties for sale
FEMEUAMEZKNANE Properties for sale are stated at the lower of

cost and net realisable value.

2004 £
BERARBAREEBLAMG Cost is determined by apportionment of the
ZRBEKAN (BREEBEE X total development costs, including borrowing
)2 BBEERD - RIEIRF costs capitalised, attributable to unsold units.
BENERR-—REEXENEE Net realisable value is determined by
WAHMBRMEEEERERZ reference to estimated sales proceeds of

EEME  HAEEE
WEERMISIER 2G5
miE e

% A B4 22 B9 T 18 51 B8 )
RENEBBESEEYE
SRR PN T YD

properties sold in the ordinary course of
business less all estimated selling expenses,
or by management estimates based on

prevailing market conditions.

For a transfer of investment properties
previously carried at open market value to

properties for sale, the property cost is the

NREYER - BEE G fair value at the date of change in use. The
HENEEERER K relevant revaluation reserve up to the date
BRAS o 1T B B %W R of transfer is frozen. Any write-down of these
BRIELNGEMERESE properties is first set off against the balance
B S BT A B E R of revaluation reserve on individual basis,

% BEBEBALAK:
R g o

thereafter is debited to the income statement.
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4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(g)

(h)

Properties for sale (cont’d)

Upon the disposal of properties for sale, the
relevant portion of the revaluation surplus in
respect of previous valuation is released to

the consolidated income statement.

Investment securities

Investment held on a continuing basis with
an identified long term purpose are classified
as investment securities, which are stated at
cost less any provision for impairment losses
that is expected to be other than temporary.
The carrying amounts of individual
investments securities, or holdings of the
same securities are reviewed at each balance
sheet date to assess whether the fair values
have declined below the carrying amounts.
When a decline other than temporary has
occurred, the carrying amount of such
investments will be reduced to its fair value.
The impairment loss is recognised as an
expense in the period in which the decline

OocCcurs.

The profit or loss on disposal of investment
securities is accounted for in the period in
which the disposal occurs as the difference
between net sales proceeds and the carrying

amount of the securities.
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At each balance sheet date, the Group
reviews internal and external sources of
information to determine whether the
carrying amounts of its tangible and
intangible assets have suffered an impairment
loss or impairment loss previously recognised
no longer exists or may be reduced. If any
such indication exists, the recoverable
amount of the asset is estimated, based on
the higher of its net selling price and value
in use. Where it is not possible to estimate
the recoverable amount of an individual
asset, the Group estimates the recoverable
amount of the smallest group of assets that
generates cash flows independently (i.e. a

cash-generating unit).

If the recoverable amount of an asset or a
cash-generating unit is estimated to be less
than its carrying amount, the carrying amount
of the asset or cash-generating unit is reduced
to its recoverable amount. Impairment losses
are recognised as expense immediately,
except where the relevant asset is carried at
valuation in which case the impairment loss

is treated as a revaluation decrease.
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4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(i)

()

(k)

Impairment loss (cont’d)

A reversal of impairment losses is limited to
the carrying amount of the asset or cash-
generating unit that would have been
determined had no impairment loss been
recognised in prior years. Reversal of
impairment loss is recognised as income
immediately, except where the relevant asset
is carried at valuation, in which case the
reversal of impairment loss is treated as a
revaluation increase.

Trade receivables and mortgage loans

Provision is made against trade receivables
and mortgage loans to the extent that they
Trade
receivables and mortgage loans in the
balance sheet are stated net of such

are considered to be doubtful.

provision.

Taxation

The charge for current income tax is based
on the results for the year as adjusted for
items that are non-assessable or disallowed.
It is calculated using tax rates that have been
enacted or substantively enacted by the
balance sheet date.

Deferred tax is provided using the liability
method, on all temporary differences
between the tax bases of assets and liabilities
and their carrying amounts in the financial
statements. The deferred tax liabilities or
assets are measured at the tax rates that are
expected to apply to the period when the
asset is recovered or liability is settled, based
on the tax rates and the tax laws that have
been enacted or substantively enacted by the
balance sheet date. Deferred tax assets are
recognised to the extent that it is probable
that future taxable profit will be available
against which the deductible temporary
differences, tax losses and credits can be
utilized.
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PRINCIPAL ACCOUNTING POLICIES
(cont’d)

M

Translation of foreign currencies

Translations in foreign currencies are
translated at exchange rates ruling at the
transaction dates. Monetary assets and
liabilities expressed in foreign currencies at
the balance sheet date are translated at rates
of exchange ruling at the balance sheet date.
Exchange differences arising in these cases

are dealt with in the income statement.

On consolidation, the income statement of
overseas subsidiaries are translated into Hong
Kong dollars at weighted average exchange
rates for the year, and their balance sheets
are translated into Hong Kong dollars at the
exchange rates ruling at the balance sheet
date. Differences arising from the translation
are dealt with in exchange reserve. On
disposal of an overseas subsidiary, the
cumulative amount of exchange differences
which relate to that overseas subsidiary is
included in the calculation of the profit or

loss on disposal.
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HE=

B B M

4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(m)

Revenue recognition

Revenue is recognised when it is probable

that the economic benefits associated with

the transaction will flow to the Group which

will result in increase in equity and these

benefits can be measured reliably, on the

following bases:

()

(if)

(iii)

(iv)

Sale of properties

Sale of completed properties is
recognised when the significant risks
and rewards of ownership have been

transferred to the buyer.

Rental income

Rental income under operating leases
is recognised on a straight-line basis

over the period of the lease.

Interest income

Interest income is recognised on a time
proportion basis, taking into account
the principal amounts outstanding and

the interest rates applicable.

Estate management income

Estate management income is
recognised in the period when services

are rendered.
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PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(n)

(o)

Capitalisation of borrowing costs

Borrowing costs incurred, net of any

investment income on the temporary
investment of the specific borrowings, that
are directly attributable to the acquisition,
construction or production of qualifying
assets, i.e. assets that necessarily take a
substantial period of time to get ready for
their intended use or sale, are capitalised as
part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the
assets are substantially ready for their
intended use or sale. All other borrowing

costs are recognised as an expense in the

period in which they are incurred.

Employee benefits
(i) Defined contribution schemes

Contributions to schemes are expensed
as incurred and may be reduced by
contributions forfeited by those
employees who leave the schemes
prior to vesting fully in the
contributions. The assets of the
schemes are held separately from those
of the Group in independently

administrated funds.
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4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(o)

(p)

Employee benefits (cont’d)
(ii) Mandatory provident funds

Contributions to the Mandatory
Provident Fund as required under the
Hong Kong Mandatory Provident Fund
Schemes Ordinance are charged to the
consolidated income statement when

incurred.

Contingent liabilities

A contingent liability is a possible obligation
that arises from past events and whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
uncertain future events not wholly within the
control of the Group. It can also be a present
obligation arising from past events that is
not recognised because it is not probable
that outflow of economic resources will be
required or the amount of obligation cannot

be measured reliably.

A contingent liability is not recognised but
is disclosed in the notes to the financial
statements. When a change in the probability
of an outflow occurs so that outflow is
probable, they will then be recognised as a

provision.
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4. FESETHEHE (& 4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)
(@9 BEEAL (q) Related parties

(r

ERXRANBREIERKMERE
22 ) E At A £ 3k 3 H B S

Parties are considered to be related if one

party has the ability, directly or indirectly, to

RICEHRREEEEKR control the other party or exercise significant
TR RFEATHER influence over the other party in making
REBEBRR  KILEYH financial and operating decisions. Parties are

TRBEEANAL - ETFAL
A XA — A ek H B
ﬁ%&%«M/}ﬁﬁ/ﬁQﬁH*}\

TZEARER  ZFA
TN EER BERBIER -

RULAR T RBEEAL -

2 E ]

S

R AR A 5 B By A BB B 7% R
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N M E 5 &6 1E IR E &R
HERAZ5 -

i

ol

i

BEREHEB OB RS -

(r)

also considered to be related if they are
subject to common control or common

significant influence.

Segment reporting

In accordance with the Group’s internal
financial reporting, the Group has determined
that business segments be presented as the
primary reporting format and geographical

as the secondary reporting format.

In respect of business segment reporting,

DEHEEXFERERTEE segment assets consist primarily of fixed
F & W 5 IE&M " & assets, receivables and operating cash and
TERIRERS - 93 mainly exclude investment securities.

ﬁ%@%%@ﬁ%&T\@
B E M — XA
E-BEAXHARKREBEEE
B2 (M FE13) °

ERiE D BERE - XE
CIDER S =SS
EMEMEZBER - B
EREAXHDIREZSE
BEMMEL -

Segment liabilities comprise operating
liabilities and exclude items such as taxation
and certain corporate borrowings. Capital
expenditure represents additions to fixed

assets (note 13).

In respect of geographical segment reporting,
results are based on the country of
operations. Total assets and capital
expenditure are based on where the assets

are located.
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4. PRINCIPAL ACCOUNTING POLICIES
(cont’d)

(s)

Cash equivalents

For the purpose of cash flow statement, cash
equivalents represent short-term highly liquid
investments which are readily convertible
into known amounts of cash and which are
subject to an insignificant risk of change in

value, net of bank overdrafts.

5. TURNOVER AND SEGMENT
INFORMATION

(a)

The Group is principally engaged in property
development and investment and provision

of property management and related services.

T A s e T Turnover recognised by category is as
follows:

—ZENF —EE=F
2004 2003
BT T BT T
HK$’000 HK$’000

HEMERKA Gross proceeds from sale
of properties 26,168 71,170
HERWA Gross rental income 22,110 18,091
MEEEIA Estate management income 1,550 1,466
M B A Interest income 299 252

50,127 90,979
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NoTEs To THE FINANCIAL STATEMENTS
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ok

7B E
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V=1
(&) 5.

EFERERA-XHEOH

REBSR=BEXEH

2 -

R ES
ROEES

EERN

FBRA

B AT &
an

A
RERRF

NREE
HKAZHERRE

APREE

NEHAR

AOEAE

Turnover
Segment results
Unallocated results

Profit from operations
Finance costs

Profit from ordinary
activities before
taxation

Taxation

Profit for the year

Segment assets
Investments in jointly
controlled entity

Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Capital expenditure
- segment
— unallocated
Depreciation
- segment
— unallocated
Write back of provision
for properties for sale

TURNOVER AND SEGMENT
INFORMATION (cont’d)

(b) Segment information
Primary reporting format — business segments
The Group is organised into three main
business segments:

BELE #EHE NXEE Hity &E

Property Property Estate
sales rental management Others Group
“Z2ENF -“ZENF —ZE@F —ZEI@F —ZEIQOF
2004 2004 2004 2004 2004
BRI E%Tn  BETr  B%Tr  BETrn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
26,168 22,110 1,550 299 50,127
31,310 14,944 1,489 299 48,042
(10,057)
37,985
(8,798)
29,187
(371)
28,816
152,229 1,621,461 295 2,525 1,776,510
- - 1 - 1
950
1,777,461
75,483 435,056 82 - 510,621
18,191
528,812
- 18,187 - - 18,187
68
- 266 - - 266
312
(14,548) - - - (14,548)



E

R ES

ROEES

R2ER

BB

BRI ATEE
B
HE

AEEER

NREE

HRZHER
RE

ROREE

BEE

)

K

a1
EAE

= o

B

a5

S

aRLH

- 5%

- RHR
18

- 5%

- RHR
BHENERE

CHEUK NANG (HOLDINGS) LIMITED =& (8 ) R4 a

NoTEs TO THE FINANCIAL STATEMENTS

HE-_ZZMWFEA=+HILFE FOR THE YEAR ENDED 30 JUNE 2004

TURNOVER AND SEGMENT
INFORMATION (cont’d)

N
Mg
N
)|

(b) Segment information (cont’d)

wELE wEHE NEER it £E

Property Property Estate
sales rental management Others Group
—ZT=F _TT=F _TT=F _TT=F _TIT=%
2003 2003 2003 2003 2003

ABTL ABTR  AETT  ARTT  BETR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

Turnover 71,170 18,091 1,466 252 90,979
Segment results (12,438) 10,162 1,718 252 (306)
Unallocated results (7,676)
Loss from operations (7,982)
Finance costs (12,326)

. ANNUAL
Loss from ordinary

activities before REPORT

taxation (20,308) | 2004 FK
Taxation (134)
Loss for the year (20,442)
Segment assets 242,257 1,081,765 507 2,389 1,326,918
Investments in jointly

controlled entity = = 1 = 1
Unallocated assets 2,642
Total assets 1,329,561
Segment liabilities 106,436 413,607 1,414 1 521,458
Unallocated liabilities 4,731
Total liabilities 526,189

Capital expenditure

- segment 35 20,489 - - 20,524

- unallocated 370
Depreciation

- segment 18 262 - - 280

- unallocated 326

Provision for properties
for sale 14,548 - - - 14,548
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5.

TURNOVER AND SEGMENT

INFORMATION (cont’d)

(b) Segment information (cont’d)

Secondary reporting format — geographical

segments

There are no sales between the geographical

segments.
BXE PMERE REE BARZM
Segment Total Capital
Turnover results assets  expenditure
—EEIMF  —TIME  —TEIMF  -FEMF
2004 2004 2004 2004
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
Hong Kong 48,424 28,660 1,558,379 17,832
Malaysia 1,703 527 219,082 423
50,127 29,187 1,777,461 18,255
EER NEMEE BEBE BEAXH
Segment Total Capital
Turnover results assets  expenditure
“FF=F _—TT=F C—TT=F C"TT=F
2003 2003 2003 2003
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
Hong Kong 89,515 (19,840) 1,174,338 20,373
Malaysia 1,464 (468) 155,223 521
90,979 (20,308) 1,329,561 20,894
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6. BRBL AT E B F (BE) 6. PROFIT (LOSS) FROM ORDINARY
ACTIVITIES BEFORE TAXATION
(a) BFEEB A (a) Finance costs
“EEIME ZZT=E
2004 2003
BETT BETT
HK$'000 HK$'000
BOIERREZHME  Interest on bank loans and overdrafts 4,957 7,709
BRELABFME  Interest on advances from a related company
(i #29(2) (note 29(a)) 12,705 15,916
EfEERA Other incidental borrowings costs 197 1,402
BEERA Total borrowing costs 17,859 25,027

B BIEZEEME  Less:Borrowing costs capitalised in properties

(Fit) under development (note) (9,061) (12,701) |ANNUAL
REPORT
2004 £
REEREERT Finance costs charged to
Nk 2 BBHA consolidated income statement 8,798 12,326
BtaE - EBERADAF E5% Note: The borrowing costs have been capitalised
E7%ERNE RBERF at a rate of 5% to 7% per annum for

Y SRR o properties under development.




CHEUK NANG (HOLDINGS) LIMITED =& (%8 ) R4 a

ANNUAL

REPORT

2004 F3R

6.

By &

NoTEs To THE FINANCIAL STATEMENTS
HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

BRI EERBA (BE) (&) 6.

PROFIT (LOSS) FROM ORDINARY
ACTIVITIES BEFORE TAXATION
(cont’d)

HipiE g (b)  Other items
“E2EME Z5%=%
2004 2003
BRI BETT
HK$'000 HK$'000
WERH (BB)BirA  Itis arrived at after crediting
Rk FHI8RE - and charging:
A Crediting
BeeAm Gross rental income
~REWME BREX - investment properties, net of outgoings of
78 559,004,000 HK$9,004,000 (2003: HK$6,840,000) 12,840 8,336
(Z22=%:
7 %6,840,0007C)
~EfE BREX - other properties, net of outgoings of
$EE119,7007C HK$119,700 (2003: HK$1,882,000) 146 1,033
(Z22=%:
7% 1,882,0007)
W B 5 R Recovery of bad debts written off previously - 85
EAEKFENE Write back of provision for completed properties

B for sales 3,634 -
mAFERESR Write back of provision for properties under

NEEE development for sales 10,914 -
mEREME R Profit on disposal of investment properties’ 16,549 -
B Charging
BEMME Auditors’ remuneration 285 246
ne Depreciation 578 606
mEMEK A Cost of properties sold 9,330 67,163
BIRBFRIBA (B 5E7) Retirement benefit costs (note 7) 83 91
BIRA Staff costs (excluding directors’

(TEREZHE) remuneration) 2,682 2,653
MERENEER Loss on disposal of investment properties - 6,621
HEERMERE Provision for completed properties for sale* - 3,634
FRERRTNZRE Provision for properties under development for sale* - 10,914
* IHEEREREMEER * Items are included in other operating expenses.

¥ o

* HECDBRIEREERE - # Item is included in turnover.
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RETIREMENT BENEFIT COSTS

Pursuant to the Mandatory Provident Fund Scheme
Ordinance (the “MPF Ordinance”), the Group has
enrolled all its employees in Hong Kong into a
mandatory provident fund scheme (the “MPF
Scheme”) from 1 December 2000. The MPF Scheme
is a master trust scheme established under trust
arrangement and governed by laws in Hong Kong.
Under the MPF Ordinance, employers and
employees are required to contribute 5% of the
employees’ relevant income as defined in the MPF
Ordinance up to a maximum of HK$1,000 per
employee per month (the “mandatory
contributions”). The mandatory contributions are
fully and immediately vested in the employees as
accrued benefits once the contributions are paid
to the approved trustees of the MPF Scheme.
Contributions to the MPF Scheme by the Group
and employees can be made up to a maximum of
5% of the employees’ monthly salaries in the form

of mandatory and voluntary contributions.

The retirement benefit costs charged to the
consolidated income statement represent
contributions made by the Group to the fund with
no forfeited contributions. At 30 June 2004 and
2003, there was no contribution payable and no
forfeited contribution available to reduce future

contributions.
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HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

8. EBERSREEAEME 8. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS

(a) E=E=M= (@) Directors’ emoluments
SEFAEZNNTES 2B The aggregate amounts of emoluments
SEFEMT payable to the Directors of the Company

during the year are as follows:

—EEQE “ET=F
2004 2003
BT BETT
HK$'000 HK$'000
#he Fees 40 40
¢ BERK - Salaries, housing and other allowances,
Ei28 - EMFE  and benefits in kind 3,141 3,373
N Contributions to retirement scheme 37 36
3,218 3,449
EE2MeE T & The emoluments of the Directors fell within
A the following bands:
EEAY
Number of Directors
—EEME “ET=F
2004 2003
Hed® Emoluments bands
2 — 1,000,0007% T Nil - HK$ 1,000,000 4 4
1,000,001}%7% - 1,500,000}%7% HK$1,000,001 - HK$1,500,000 - 1
1,500,0017%7% - 2,000,000}%7% HK$1,500,001 - HK$2,000,000 1 =
5 5
RER N TEIERIT Directors’ fees paid to Independent Non-
EE 2B & K %40,000 executive Directors during the year amounted
T(ZZEZTE=F : K to HK$40,000 (2003: HK$40,000).

40,0007T) ©
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DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS
(cont’d)

(b)

Five highest paid employees

There were three (2003: three) Directors
whose emoluments were among the five
highest paid employees in the Group and

were included in note 8(a) above.

Details of the emoluments paid to the other
two (2003: two) individuals who were not
Directors but whose emoluments were among

the five highest in the Group are as follows:

—EETMF —ET=
2004 2003
BET T AET T
HK$'000 HK$’000
e BEEB - Hft  Salaries, housing and other
EUREYH & allowances, and benefits
in kind 418 447
INTEAEE Contributions to retirement
scheme 20 21
438 468

MeE NIISLER -

# — 1,000,000/ 7T

Emolument band
Nil - HK$1,000,000

The emoluments fell within the following
band:

ETAH
Number of Individuals
—gEME - FI=F
2004 2003
2 2
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HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

TAXATION

Hong Kong profits tax has not been provided for
the year as the Group has no assessable profit for
the year. In prior year, Hong Kong profits tax had
been provided at the rate of 17.5% on the estimated

assessable profit.

No provision for tax is required for the Group’'s
jointly controlled entity as no assessable profit was
earned by the jointly controlled entity during the
year (2003: HK$Nil).

Tax on overseas profit was calculated on the
estimated assessable profit for the year at rates of
taxation prevailing in the countries in which the

Group operates.

The amount of taxation charged to the consolidated

2004 F3 & income statement represents:
—EENEF —ETT=F
2004 2003
BET T BETT
HK$'000 HK$’000
KEE Current tax

BEAENGEH Hong Kong profits tax - -
BINFE B Overseas profits tax 371 134
371 134

EIER IR Deferred taxation
EREZERZEHLE Origination of temporary difference 875 979
ERMIBEE Benefit of tax losses recognised (875) (979)

371 134
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9. TAXATION (cont’d)
“ZEME —TE=F
2004 2003
BETTT BETT
Reconciliation of tax expenses HK$'000 HK$’000
Profit (Loss) from ordinary activities
before taxation 29,187 (20,308)
Income tax at applicable tax rate of 17.5%
(2003: 17.5%) 5,108 (3,554)
Non-deductible expenses 968 4,906
Tax exempt revenue (5,448) (2,519)
Effect of overseas tax rates differences 146 44
Unrecognised tax losses 645 2,358
Unrecognised temporary differences 24 3)
Utilisation of previously unrecognised ANNUAL
tax losses (628) (1,081) |RErPORT
Recognition of previously unrecognised cone s
deferred tax assets (444) =
Others - (17)
Tax expense for the year 371 134

10.

KRN AFERBKAEB®K
1,417,000c (ZEZE =4 : BHE

B #5457, 0007T) °©

PROFITS (LOSS) FOR THE YEAR

The profit for the year dealt with in the financial
statements of the Company for the year amounted
to HK$1,417,000 (2003: a loss of HK$25,457,000).
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12. BRER (BE)
R ERN (BB DRAFE 2K
B 4k 4 ) 7B 5 28,816,0007T (=
TT=F : #%20,442,0007T) &
RAFERNE ZFITRMG 2 NEF
HE72,742 21T (ZFF=F -
51,647,368%) Mat&E - AIFED
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ERTEEEESFER2ER
B BMRZ2INEREFERAT (B
B) e

12.

HZ_TZTWF A =1HIFE FOR THE YEAR ENDED 30 JUNE 2004
11. BRE 11. DIVIDENDS
—gemE  —2E=F
2004 2003
BET R BETT
HK$'000 HK$'000
mEIR B FRE 1510 Interim dividend of HK1.5 cents
(ZZEZT=F ' #|) (2003: Nil) per share 1,091 -
BEERARESTR Proposed Final dividend of
A 2.5 1 HK2.5 cents
(ZZZE=%F : &) (f7£) (2003: Nil) per share (Note) 1,819 -
2,910 -
frax - EFEREEHEEZIRMNSZ Note: A final dividend in respect of 2004 of HK2.5

cents (2003: Nil) per share amounting to
approximately HK$1,819,000 (2003: Nil) has
been proposed by the directors after the balance

sheet date. The proposed dividend is not

accounted for until it has been approved at the

annual general meeting.

EARNINGS (LOSS) PER SHARE

The calculation of earnings (loss) per share is based
on the profit for the year of HK$28,816,000 (2003:
loss of HK$20,442,000) and the weighted average
number of 72,742,211 shares (2003: 51,647,368
shares) in issue during the year. The prior year
weighted average number of shares is adjusted to
reflect the bonus element of the rights issue on 18
March 2003 and consolidation of shares on 5 June

2003 and as if the events had occurred at the

ZRMDEMmIELFAE - Bt beginning of the earlier period reported.
EHHERBREEBRODEHEEFIE

11 °

ARMEBEMERE 2 #AEBHAE Diluted earnings (loss) per share has not been

presented because there was no potential dilative

share in issue as at both balance sheet date.
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HE-_ZZMWFEA=+HILFE FOR THE YEAR ENDED 30 JUNE 2004

13. FIXED ASSETS

Hit
RENE EEEE Foh
Investment Other fixed
properties assets Total
BETT BETTL BETT
HK$'000 HK$'000 HK$'000
The Group
Cost or valuation
At 1 July 2003 1,073,544 7,070 1,080,614
Additions 18,080 175 18,255
Transfer from properties for sale 108,633 = 108,633
Disposals (20,000) (371) (20,371)
Revaluation surplus (note 23) 428,893 = 428,893
At 30 June 2004 1,609,150 6,874 1,616,024
Accumulated depreciation
At 1 July 2003 - 3,512 3,512
Charge for the year = 578 578
Eliminated on disposals = (276) (276)
At 30 June 2004 - 3,814 3,814
Net book value
At 30 June 2004 1,609,150 3,060 1,612,210
At 30 June 2003 1,073,544 3,558 1,077,102
The analysis of cost or
valuation of the above
assets as at 30 June 2004
is as follows:
At professional
valuation 2004 1,609,150 - 1,609,150
At cost - 6,874 6,874
1,609,150 6,874 1,616,024
The analysis of cost or
valuation of the above
assets as at 30 June 2003
is as follows:
At professional
valuation 2003 1,073,544 - 1,073,544
At cost - 7,070 7,070
1,073,544 7,070 1,080,614

ANNUAL

REPORT
2004 F3R
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13.

BEE&E (&)

13. FIXED ASSETS (cont’d)

KREMESINTBAT : Investment properties are analysed as follows:
g3 QUL ZET=F
2004 2003
BETT BB
HK$'000 HK$'000
A In Hong Kong
REAH Held on long lease 1,248,000 916,000
REEN Held on medium-term lease 150,000 7,000
FA LS Outside Hong Kong
KAKHE Freehold 211,150 150,544
1,609,150 1,073,544

BEERBIINEEMEER_ZZ
MEANA=THREKBEARMER
ERBREERBEREAED B
£R 18 37 55 5 (i (B A 2 A S ORI 5 Em
178 BR A 7 X Henry Butcher °
Lim & Long Sdn. Bhd. B E & 14 °

BEERANER6,004,427T(=F
T =4 : ##9,548,0007T) BN
WEMEDR  BERAFREB65—7
BE(—ZEZT=F:6—7EF) °

FrEREB 2R EMECIEAR
THRTFTAEEEREENET (4
728) °

Investment properties were revalued on 30 June
2004 on an open market value basis on their
existing development stage and usage by
independent professional valuers, K.T. Liu Surveyors
Limited and Henry Butcher, Lim & Long Sdn Bhd.

Included in investment properties are borrowing
costs capitalised of HK$6,004,427 (2003:
HK$9,548,000). The effective capitalisation rate for
the project during the year is 6.5-7% per annum

(2003: 6-7%).

All investment properties of the Group have been
pledged to secure banking facilities granted to the

Group (note 28).
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=IHEKRE 14. INVESTMENTS IN JOINT VENTURES
H[E 4 H B e (@) Jointly controlled entity
L]
The Group
—EEmE —FT=F
2004 2003
BETT BT
HK$’000 HK$'000
JEET®RE  KA{E  Unlisted shares, at cost 1 1
PGB E %A Share of net assets 1 1
EER b9z
W,/ Frih 2
=L TEwBs TEXH B X
| ; p ; ANNUAL
Place o ercentage ReporT
incorporation/ Principal of interest in 2004 F 1
Name operation activities ownership
ERE-AYRANNEE EB NEEERY 51%
BERAA
Cheuk Nang FPDSavills Hong Kong Property 51%
Property Management management

Limited

services
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MEEFHAKEERT
BUEF2ENDLBEN
Al - AKEEFEAD 2R
TZEREE -

AREETREGRERSE
—AREBHETMEEES
PRAAE ([EaEE —KF])
REVMEEERHEMEHE
fR7E - FTBEEREE —KF
FT R ER 2 YL A & K I FT 32
HRBENTEEE
o MAABEEREE -—KFE
2 B R KB R RO &
7 o FTLA LA 1E & & 4815
BB WE B 2 & T &
B MBEFRE KT
BE_FTTOEFA=1+
AILFE 2 FWRA BB
T (ZTZEE=ZF : B
115,0007T) °

14.

NoTEs To THE FINANCIAL STATEMENTS
HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

INVESTMENTS IN JOINT VENTURES
(cont’d)

(a)

Jointly controlled entity (cont’d)

The jointly controlled entity is under the
management of a board of directors, where
the board shall at all times comprise 4
directors, of whom 2 directors are appointed
by the Group. The powers and duties of each
director shall be identical in every respect.
The Group has a 50% interest in voting

power.

It has been agreed between the joint venture
partners that they will render property
management and other related services on
behalf of Cheuk Nang FPDSavills Property
Management Limited (“Cheuk Nang
FPDSavills”). All income earned by Cheuk
Nang FPDSavills is reimbursed to the joint
venture partners in accordance with services
rendered by them and all expenses incurred
by Cheuk Nang FPDSavills are borne by the
joint venture partners according to their
shareholding ratio. Consequently, there is no
post acquisition profits or losses for the
jointly controlled entity. Net income received
from Cheuk Nang FPDSavills for the year
ended 30 June 2004 amounted to HK$Nil
(2003: HK$115,000).



14. E€BERE (&)

(b)

HEEZEFEE
R—NANAh=F=ZA=+
H AEBESRE-BIFE=
EEKE HREZ%
R-—IBEERBTBHFEZR
MRIEEZYE - REL
MR - AREESE
BHEIRGEAELBRERSE
RXERBWAZAD ZH
TEHAERASZRE T =
A fE o

AREBEGEHARZEHNE
EMENAREHB XA
(ERmElzmRPIIER)
W

Turnover

14.

Profit for the year 38 34
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INVESTMENTS IN JOINT VENTURES
(cont’d)

(b) Jointly controlled asset

On 30 March 1993, the Group entered into
an agreement with an independent third party
to jointly redevelop a property known as
South View Garden, located at Aberdeen,
Hong Kong. In accordance with the terms of
the agreement, the expenses incurred for and
the income arising from the redevelopment
are to be shared between the Group and its
joint venture partner in the proportion of
47.5: 52.5.

The Group’s share of the results of the joint

venture which is included in the consolidated
income statement is as follow: ANNUAL

REPORT

2004 F£%H
—gEME %3S
2004 2003
BET T BETT
HK$'000 HK$'000
618 =
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14. E2EERKRE (&) 14. INVESTMENTS IN JOINT VENTURES
(cont’d)
(b) HEEZHEE (&) (b) Jointly controlled asset (cont’d)
DelEEcABERER The Group’s interests in the assets and
N ANEBELRSLIER liabilities of the joint venture which are
BENBEESZTNT included in the consolidated balance sheet

are as follows:

—ZEENMEF ZTT=F
2004 2003
BET R BETFT
HK$’000 HK$'000
mMBEE Current assets 3,747 3,926
MEEE Current liabilities (405) (232)
AT DT L MBEEFE Net current assets 3,342 3,694
REPORT
2004 F§ \ »
15. BREFXES 15. INVESTMENT SECURITIES
£ NG
The Group The Company
—EETNE —TE= —EEME —ZTT=F
2004 2003 2004 2003
B¥ETRT BETx B¥ETRT BETR
HK$’000 HK$'000 HK$’000 HK$'000
FEMERE - Unlisted equity securities, 15,541 15,541 15,541 15,541
N ] at cost
o B Less: Provision (15,541) (15,541) (15,541) (15,541)
2HES Club debenture 950 950 - -

950 950 - -
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BIB\BEX 16. MORTGAGE LOANS
£H
The Group
—EENEF —ET=F
2004 2003
BET T BT T
HK$’000 HK$’000
BBER Mortgage loans 3,531 3,696
B Less: Provision (2,267) (2,313)
1,264 1,383
R —FREBEFI A Less: Due within one year included
e E 5 R K& in trade and other receivables
H it & W BR SR (105) (126)
ANNUAL
1,159 1,257 |REPORT
- ‘ 2004 F 3§
WERBERSBEERERIL AR The mortgage loans are secured and bear interest
BETREBRNEINNFELROES.S at 0% to 3.5% (2003: 0% to 3.5%) above the Hong
E(ZZEZE=F :0E83.5F) 5t& Kong dollar prime rate. The mortgage loans are

ZHE - RBERARAEERE - repayable by monthly instalments.
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17. MEBRAB Z2E&= 17. INTEREST IN SUBSIDIARIES
NG|
The Company

—EENF —TF=F

2004 2003

BT T BT T

HK$’000 HK$'000

FELTRMD - KAE Unlisted shares, at cost 257,897 257,897

WEEE Impairment loss (14,660) (14,660)

243,237 243,237

A NS B Due from subsidiaries 889,904 925,946

ZEREE Provision for doubtful debts (122,131) (124,646)
ANNUAL

767,773 801,300
REPORT
2004 F§

&S B B R R 3B Due to subsidiaries (359,501) (406,513)

651,509 638,024
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JE UG FE A5 SR IE Th 4 R R K A
EERE o BRI B A R &
FE B AR RIED Bl BB
628,297,000 (T =%F : &
¥ 653,124,000T ) & & #&
202,940,000 (Z T T =& :
248,780,0007T ) A BT 2.
i A FE U FE < B BB A Bl FR B
W|ABMNFIE o
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17.

INTEREST IN SUBSIDIARIES (cont’d)

The amounts due from/to subsidiaries are unsecured and
have no fixed terms of repayment. Included in the
amounts due from and to subsidiaries are amounts
totalling HK$628,297,000 (2003: HK$653,124,000) and
HK$202,940,000 (2003: HK$248,780,000) respectively
which are interest bearing. Other amounts due from/to

subsidiaries are interest free.

The following is a list of the major subsidiaries as at 30

June 2004, all of which are wholly owned:

A it B L
wh/EE
B8 A A R e ERITRAER TEXER
Place of Particulars
incorporation/ of issued share Principal
Subsidiaries operation capital activities
ABEERBR QA BB 2RERABBIT MEES
Bongi Development Hong Kong 2 HK$1 shares Property trading
Limited*
BRMEERARAA o 2RERABBIT MEEE
Cheuk Nang Property Hong Kong 2 HK$1 shares Property
Management Company management
Limited* services
XMW E R E B RS BB 2RERABB 10T WE MERRS
BRAR*
Dun Man Secretarial and Hong Kong 2 HK$10 shares Provision of

Management Services

Limited*

secretarial and

management

services

ANNUAL

REPORT

2004 F3R
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17.

MEBAR &R (&)

=
|
]
Zl

Subsidiaries

BERERR AR

Golden Scheme Investment
Limited*#

RERERR AR

Green View Investment
Limited*

BREEXHERAR

Lo & Son Land Investment

Company Limited *

Martego Sdn Bhd

Martego Sdn Bhd

BlEZERAR A A

New Grow Development

Limited*

Power Tripod Limited”

Power Tripod Limited*

17.
At i BY 32
wh/EE
KeEWR
Place of
incorporation/

operation

Bt
Hong Kong

Bt
Hong Kong

BB

Hong Kong

S i

Malaysia

B

Hong Kong

BB

Hong Kong

ERITRAER
Particulars
of issued share

capital

2R EREE1T
2 HK$1 shares

2R EREE1T
2 HK$1 shares

3,000/%

BB 1007
3,000

HK$100 shares

5,000,000/%
BRIMNE
5,000,000
RM1 shares

10,0008%
BRAK T
10,000
HK$1 shares

10,0008%
BRAK 1T
10,000
HK$1 shares

INTEREST IN SUBSIDIARIES (cont’d)

Principal

activities

Property trading and

development

BBER

Mortgage lending

MERERER

Property investment

and development

MERERER

Property investment

and development

MEKRE

Property investment

NEERLEE

Property
development and

trading



17.

ot

MEBAR &R (A8)

=
2|
]
all

Subsidiaries

HEERER DA
Power Wide Development

Limited**

BRERARAA

Silver Branch Development

Limited

PEIREBR QG
Success Well Investment

Limited*

BRERERAE"
Yorkshon Development

Limited*

ERAAFIBREFRATE

CHEUK NANG (HOLDINGS) LIMITED =g ( £ 8 ) R 2 a

B B M

NoTEs To THE FINANCIAL STATEMENTS

HE-_ZZMWFEA=+HILFE FOR THE YEAR ENDED 30 JUNE 2004

17.
At i BY 32
wh/EE
KB
Place of
incorporation/

operation

BB
Hong Kong

BB

Hong Kong

BB
Hong Kong

BB
Hong Kong

= 4
FER

SEFEXEREEZARAMN
BAE - BEERR - I EAMN
BRAEIZEMNBSKELER -

* BEEFBEZHMBRAA -

# HEHBARZREEHERT
RITERBRITHAEEELHE
B BB AR (K a2 28) -

INTEREST IN SUBSIDIARIES (cont’d)

ERITRAER
Particulars
of issued share

capital

2R ERBEIT
2 HK$1 shares

10,0000%
FREB 1T
10,000
HK$1 shares

2R ERAEBIT

2 HK$1 shares

2R ERBEIT
2 HK$1 shares

Principal

activities

MWEKRE

Property investment

MEBEBERKRE

Property trading and

investment

MWEKRE

Property investment

MERERER
Property investment

and development

The above table lists the subsidiaries of the

Company which, in the opinion of the directors,

principally affected the results or assets of the

Group. To give details of other subsidiaries would,

in the opinion of the directors, result in particulars

of excessive length.

Note:

*

Subsidiaries held directly by the Company.

Shares of these subsidiaries have been pledged to

banks as security for bank loan facilities granted

to the Group (Note 28).

ANNUAL

REPORT

2004 F3R
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18.

FEWE 18. PROPERTIES FOR SALE
£E
The Group

—EENF —TT=HF
2004 2003
BT T BB
HK$’000 HK$'000
BRPME Properties under development 149,662 133,000
ERKYE Completed properties 2,506 107,822
152,168 240,822

W_ZTRUEAXA=+AE  ER
o) B T SR PR B A FT BB R
51| B -

fEER B 3,056,798T (= F
T =4 : 3,153,00070) BN ERE
FYEF  BREFERRE(ZE
T=%F :5%) °

HE TS — FEE A SR S
By BRAYERSEAERD
A -

TEMEUNAKREEBE
149,662,000C (ZZEZE=4F : &
¥ 238,000,0007T) EE I TR 1T
ERIRITHASBREHREREE
2 BT (K it 28) °

At 30 June 2004, all of the properties under
development and completed properties are carried at

net realisable value.

Included in properties under development are
borrowing costs capitalised of HK$3,056,798 (2003:
HK$3,153,000) with effective capitalisation rate of
5% per annum (2003: 5%).

Properties under development which are expected to
be completed and realised after more than 1 year are

classified as non-current assets.

Properties for sale with carrying value of
HK$149,662,000 (2003: HK$238,000,000) have been
pledged to secure banking facilities granted to the
Group (note 28).
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19. ESRHEMERERER 19. TRADE AND OTHER RECEIVABLES
£m
The Group

—ZEEWHF —FTE=F

2004 2003

BT T BT T

HK$’000 HK$’000

B SRR (A ia)  Trade receivables (Note a) 408 910

BNRBEREZSE Prepayments and deposits 1,007 5,450

H 1 & Y R 3R Other receivables 903 1,619

2,318 7,979

Bt & - Note:

ANNUAL
(a) REBZ B S EWHKBEBRENR (a)  The trade receivables of the Group represent REPORT
WA - MEEBRA RIZE rental, management fee and current portion of 2004 F5§

BRZ MBI D © mortgage loan receivables and are on open

account terms.

R-ZEZENFA=1+H" & At 30 June 2004, the ageing analysis of the trade

S EWGRIARRMN DT T ¢ receivables were as follows:

28
The Group
“REIME —%%=

2004 2003
BETT BETT
HK$'000 HK$'000
PRI0K Less than 30 days 334 406
31 — 60K 31 - 60 days 15 185
61 — 90K 61 - 90 days 3 108
BiH90 X Over 90 days 56 211

408 910
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20.

EZRHEMENFKIE 20. TRADE AND OTHER PAYABLES
£ 29
The Group The Company
“EENE —TET= “EENE —TT=
2004 2003 2004 2003

BETT ARETT  BETT AT
HK$'000 HK$'000 HK$'000 HK$'000

ZHEMNE (Bia) Tade payables (note a) 6,025 5,757 - -
HEE: Tenant deposits 5,757 4,801 - -
Hit R R R Other payables and accruals
ENER (M) (note b) 35,863 16,670 2,260 1,342
47,645 27,228 2,260 1,342
HiaE - Note:
() RZZFEZTWEFAA=1+H" & (a) At 30 June 2004, the ageing analysis of the trade
SEMNRBRRNDITAT ¢ payables were as follows:
£
The Group
—ZEENME ZTT=F
2004 2003
BET T BETFT
HK$’000 HK$’000
DR30K Less than 30 days 837 61
31 — 60 K 31 - 60 days - 51
61 — 90 kX 61 - 90 days - -
H#iB90 X Over 90 days 5,188 5,645

6,025 5,757




200 EFNRHEHMENRIE (&)

(b)

HEENREFEBRE—BYE
WA 77 #19,055,0007T
Bl #3 Mayland Parkview Sdn
Bhd [Mayland] ( A## Forefront
Impact Sdn Bhd ) EEZRR 7] Z
% & K JB A 7 Martego Sdn
Bhd ([ Martego)] ) R=ZE=F =
F-AZt+tNBEEZHRAE
EZ e ([ akl) o KR
#  Mayland S EEERE KE
FAREEMRERARYEHD
MHTERE([BEIHH]) AR
W BR K2 pR IR A R &R0 P B WA
Kz » Mayland BERRFE R
P2 G N S N
18,500,0007T (48 % 1 B &
38,110,0007T) Z X (B LA#E 5
Martego B T B &1 2 +
WRERKA - HBHEIDERF
Martego N Mayland fE7T —4E
FRAE T RITERK o

NoTEs To THE FINANCIAL STATEMENTS
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20. TRADE AND OTHER PAYABLES (cont’d)

(b)

Included in other payables and accruals was a
temporary receipt amounted to approximately
HK$19,055,000 which represented consideration
received from Mayland Parkview Sdn Bhd
(“Mayland”) (formerly known as Forefront Impact
Sdn Bhd) pursuant to a joint venture agreement
(the “Agreement”) entered into with Martego Sdn
Bhd (“Martego”), a wholly owned subsidiary of
the Company on 29 January 2003. Pursuant to
the Agreement Mayland is responsible for
development and construction and completion of
the remaining floors (the “Relevant Portion”) in a
development project in Malaysia of the Group in
exchange for the rights to deal with and collect
all proceeds and revenue from the Relevant
Portion. In consideration, Mayland is required to
pay by 5 instalments over a period of 2 years to
amount of RM18,500,000
(equivalent to approximately HK$38,110,000) for

the Group total

sharing the land and development costs of the
Relevant Portion incurred by Martego. The
completion of Agreement is still subject to certain
precedent conditions being fulfilled by Martego
and Mayland.

ANNUAL

REPORT

2004 F3R
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21. $RITER 21. BANK BORROWINGS
&8
The Group
g 3k —EFT=

2004 2003

BET T BETT

HK$'000 HK$'000

ERRBERER-BHA Term loans and revolving loans — secured 301,600 288,100
ROBERZRBH M Current portion of bank borrowings (35,075) (28,000)

ROBHRZERD IR Non-current portion of bank borrowings 266,525 260,100

ROERZHBAMT The maturity of the above bank borrowings
is as follows:

ANNUAL MEEE—F2ZR Within one year or on demand 35,075 28,000
s oEoZ O;%: EE-fF In the second year 236,600 .
EE-ZFRER In the third to fifth years, inclusive 29,925 260,100

301,600 288,100




22.

[N

WZZT-£+A—-H
FRAEB0.001TZ EAR

Ak %172 R Rights issue of shares
E-ZE=FxANA Shares consolidated in
R & BER ordinary shares of

BT Z L BR HK$0.1 each on
6 June 2003
ﬁé:%gzi\ =+B%  At30June 2003 and
—EEMNESA=TH at 30 June 2004
(a) %:225$5H+A
= NE/N ﬂlﬁ/{iﬂﬁﬁé%
0.011751/\ ik 7 X &
z,424,740,377ﬁ§iﬁ§ﬁ1§
EE0.001 T2 IR TR =
TE=F_A[=-_+HABZ
HEAERR  LOILAERE
W A% IR B IR ) o] & B — iR
HERROFE - REES

BLa%E B E24,247,0007T B2
BARMDGEERN - It

REIRERDEARRSE
S o

LﬂaLﬁ %h$ A
B 100/ & % B ¥ 0.001 7T
ZE%XTT&ﬂi?éTTHXTAA
HAE—IREREEITE
B ERBPHAE-_ZTT
=FNAKH -

FA - ARAIZEEITR
R EEREEF -

At 1 July 2002 ordinary
shares of HK$0.001 each
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22.

fifzt
Note

(@)

(c)

CHEUK NANG (HOLDINGS) LIMITED =g ( £ 8 ) R 2 a

SHARE CAPITAL

EERK
Authorised

Bk B B

BERTRARRE
Issued and fully paid

1,000,000,000,000

1,000,000,000,000

(a)

No. of shares

B8R 2% KO8R 2

No. of shares Amount

BRI
HK$'000

Amount
BETT
HK$'000

1,000,000 4,849,480,755

2,424,740,377

4,849
2,425

1,000,000 7,274,221,132 7,274

10,000,000,000 -

72,742,211 -

10,000,000,000

1,000,000 72,742,211 7,274

On 18 March 2003, the Company issued
2,424,740,377 new shares of HK$0.001 each
in the Company at the price of HK$0.011
per share to the existing shareholders as at
25 February 2003 by way of rights issue in
the proportion of one rights share for every
two existing shares then held. An amount of
HK$24,247,000 in excess of par value was
capitalised to the share premium account.
These shares rank pari passu with existing
shares.

By an ordinary resolution passed at an
extraordinary general meeting held on 5 June
2003, every 100 issued and unissued shares
of HK$0.001 each of the company was
consolidated into one share of HK$0.1 each
with effect from 6 June 2003.

No changes in the issued share capital of
the Company took place during the year.
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23. f##E

%5

RZZE-tA-H
BOERRA (Wit22a)
OESE-E
HENFRBOER
il
RENEERRE

BENZER
EXZE
REEBR

R-FEZERAZTE

ER-ZTRERERE
HENEREDER
1

RENEENKRE
(Kt 13)

EizE

KEERA

RZEEREAR=TH
fi%:
RE-_ZERERHKE

(3t 11)
Bl

The Group

At 30 June 2002

Rights issue of shares (note 22(a))
Share issue expenses

Revaluation reserve released on

disposal of properties
Revaluation deficit on investment
properties
Provision for properties for sale
Exchange translation differences
Loss for the year

At 30 June 2003

2004 interim dividend paid

Revaluation reserve released on
disposal of properties

Revaluation surplus on investment
properties (note 13)

Exchange translation differences

Profit for the year

At 30 June 2004

Representing:

2004 proposed final dividend
(note 11)
Reserve

23. RESERVES

RENE  RENF BA
Eftfie  EfifE  AEE  HERE  RERE  RAERE  REEN Eh
Investment ~ Properties
properties for sale Special
revaluation revaluation ~ Negative  Exchange capital Share  Retained
reserve reserve  goodwill reserve reserve  premium profits Total
ARt BRTn  BETr  BETR  B%Tn  A%Tn  BMTR BRI
HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS$'000  HKS'000  HKS'000
299,686 16,119 240 (71,609 320,065 105,952 256,156 926,609
- - - - - 24,247 - 24,247
- - - = = (640 - (040
5215 (9,753) - - - - - (4,538)
(122,788) - - - - - - (122,789)
- (6,3606) - - - - - (6,3606)
- - - 16 - - - 16
- - - - - - (20,442) (20,442)
182,113 - 240 (71,593) 320,005 129,559 235,714 796,098
_ _ - - = - (1,091) (1,091)
(11,278 - - - - - - (11,278
428,893 - - - - - - 428,893
- - - ©3) - - - ©3)
- - - - - - 28,816 28,816
599,728 - 240 (71,656) 320,065 129,559 263,439 1,241,375
- - - - - - 1,819 1,819
599,728 - 240 (71,656) 320,005 129,559 261,620 1,239,556
599,728 - 240 (71,656) 320,005 129,559 263,439 1,241,375




CHEUK NANG (HOLDINGS) LIMITED =g ( £ 8 ) R 2 a

NoTEs TO THE FINANCIAL STATEMENTS
HE_ZTZTWFA=1THILFE FOR THE YEAR ENDED 30 JUNE 2004
& (2) 23. RESERVES (cont’d)
5l
RA&RE RAGE RERT H
Special
Share capital Retained
premium reserve profits Total
BB BETL BETL BB
HK$'000 HK$'000 HK$'000 HK$'000
A The Company
W-BE-£+f-H At 1 July 2002 105,952 320,065 202,778 628,795
BIHER Rights issue of shares
(Wit 22(a)) (note 22(a)) 24,247 - - 24,247
RH%TER Share issue expenses (640) - - (640)
AEEER Loss for the year - - (25,457) (25,457)
RZEZ=F/ A=A At 30 June 2003 129,559 320,065 177,321 626,945
ANNUAL
BERNZZSWERHKE 2004 Interim dividend paid REPORT
(Wzt11) (note 11) = = (1,097 (1,097 2004 F£3f
KEERF Profit for the year = = 1,417 1,417
RZZEZEMERA=TH At 30 June 2004 129,559 320,065 177,647 627,271
Rk : Representing:
BE-ZTEERBKEE 2004 proposed final dividend
(Hfit11) (note 11) - - 1,819 1,819
4 Reserve 129,559 320,065 175,828 625,452
129,559 320,065 177,647 627,271
B aEBRNAEIEEAQAIK The application of the share premium account is
BISEA8BIGFTE# - ER T I governed by Section 48B of the Companies
HiEtE BREVERGEMES Ordinance. The exchange reserve, investment
HREREEESKERB NG properties and properties for sale revaluation
FHIEA TR EIE - reserves and negative goodwill have been set up
and will be dealt with in accounting policies set
out in note 4 to the financial statements.
FrRIE A EEZEETERE = Special capital reserve arose from reduction in
EE-FZAZ-FTNBETEIR issued share capital on 26 March 2001 with Court
HX$EEE/\\\:§§7$EH:+IE approval on 24 April 2001.
HEFEERE -
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BEEZEHERIRE  mMEZA
RANBIFEBERZE  %EE
BAMRESEEARSARARA]
REREFEEBEZ AL
TRBEMITET - &HE () T
AESEZEIREN L (i) EARQ
ANE LM AR (E&ER QA MK
f) B BlEERRARRE 2 A
ANk - BIERBRDZE
79(c) 15 (SR HE i {E ADE E R E 5
HESUWET) 2 A& o MBI
EMEEESEAREDRN &
HER AR ERERE - B
TR EMIAEERITROKKA
o IRFRETEEARAMSIBAR
AEBITRASABRMEERZE
(EEPIIEE- R

23.

23.

HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

RESERVES (cont’d)

Pursuant to the undertakings given to the Court,
the credit amount arising from capital reduction
has been credited to a special capital reserve in
the books of account of the Company. So long as
there shall remain any debt or claim against the
Company outstanding at the date when the
reduction of capital took effect which, if such date
were the date of the commencement of the winding
up of the Company, would have been admissible
in proof against the Company and the person
entitled to the benefit thereof shall not have agreed
otherwise, such reserve (i) would not be treated as
realised profit; and (ii) for so long as the Company
shall remain a listed company (as defined in the
Companies Ordinance); would be treated as an
undistributable reserve of the Company for the
purposes of Section 79C of the Companies
Ordinance or any statutory re-enactment or
modification thereof, provided that the amount
standing to the credit of the special capital reserve
may be reduced by the aggregate of any increase
in the issued share capital or in the share premium
account of the Company resulting from an issue of
shares for cash or other new consideration or upon
a capitalisation of distributable reserves after the

reduction took effect.
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24. IRIERIE 24. DEFERRED TAXATION
E#HERELEEEE (BE) Recognised deferred tax assets (liabilities)
%8
The Group
BE afE
Assets Liabilities
—ZENE —TIT=F —ZENE —ZTT=
2004 2003 2004 2003
BETT BETT BETT BETT
HK$'000 HK$’'000 HK$’000 HK$’'000
EEE Depreciation allowances - = (4,376) (3,501)
HIEEE Tax losses 4,376 3,501 - -
EERBEE Deferred tax assets
(B &) (liabilities) 4,376 3,501 (4,376) (3,501)
EERBEER Offset deferred tax assets
ANNUAL
BEHEEKH and liabilities (4,376) (3,501) 4,376 3,501
REPORT
2004 3R
HMEBE (BE)FE Net tax assets (liabilities) - - - _
oK R HE R T B E Unrecognised deferred tax asset
AR REEETE E RO 1E 2 Al gk The Group has not recognised deferred tax asset in
M REBHBBENRRIEEER respect of tax losses at HK$70,407,525 (2003:
" RE LR IEE E B HK$70,881,005) due to uncertainty of its
70,407,525 0 (Z BB =4F : B recoverability. The tax losses have no expiry date
70,881,0057C) ° 1& B 15 (& ] 37 under current tax legislation.
F o RIEBHBEILETER -
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25.

NoTEs To THE FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED CASH

FLOW STATEMENT

(a) Cash generated from operations
—gEME - FI=F
2004 2003
BET T AETT
HK$'000 HK$'000
Profit (Loss) from operations 37,985 (7,982)
Depreciation 578 606
Interest income (299) (252)
Write-off of others fixed assets 95 -
(Profit) Loss on disposal of investment
properties (16,549) 6,621
Profit on disposal of properties for sales (289) =
Decrease in amount due from ultimate
holding company - 132
(Write back) Provision for completed
properties for sale (3,634) 3,634
(Write back) Provision for properties
under development for sale (10,914) 10,914
Decrease in properties for sale 3,600 51,277
Decrease (Increase) in trade and
other receivables 5,661 (4,767)
Decrease in amount due from jointly
controlled entity - 136
Increase in trade and
other payables 20,417 2,890
Decrease in deposits received
in advance - (23,000)
Cash generated from
operations 36,651 40,209
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25. mEBRERERME (&) 25. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT (cont’d)

(b) BWEHEZERBREZoFTN (b) Analysis of the balances of cash and cash
i equivalents
—EEWME —ET=F
2004 2003
BT T BB
HK$’000 HK$’000
RIOTEHRERE Bank balances and cash 8,551 1,160
RITEX Bank overdrafts (231) (536)
8,320 624
26. TEIE 26. COMMITMENTS
(a) EAREIE (a) Capital expenditure commitments
ANNUAL
REEE B H R IKE Capital commitments in respect of properties REPORT
MR AP EAEZE RAEDN under development outstanding at the 2004 EH
s & balance sheet date not provided for in the

financial statements were as follows:

%8
The Group

—EEME  -TT=F

2004 2003

BET T BETT

HK$’000 HK$'000

ERERREN Authorised but not contracted for 181,641 230,145

EH#AEXREME  Contracted but not provided for 34,497 26,725

216,138 256,870

REEBARARAFRILEERKXR The Company did not have significant capital
B AREYE o commitments at the balance sheet date.
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NoTEs To THE FINANCIAL STATEMENTS
HE-_ZZTMWF XA =1+HILFE FOR THE YEAR ENDED 30 JUNE 2004

26. COMMITMENTS (cont’d)

(b)

Future operating lease receivables

At 30 June 2004, the Group had future
aggregate minimum lease rental receivables
under non-cancellable operating leases in

respect of the Group’s properties as follows:

£5
The Group

—ZEENMEF ZTT=F

2004 2003

BET T BETFT

HK$’000 HK$'000

PR—F Within one year 10,704 8,530
ER—FER In the second to fifth years

PRAF inclusive 2,165 1,093

12,869 9,623

27. HBEEFK

RZEZTWMFE A=+
B —&EFRAAQAZ
M B - & B 5 B %K
7,004,0007C (Z T =4 :
75 #7,004,0007T) 2 i h0Ak
R ATy B R AR
AN B A E Y T
B o BB A 73R IE BhEZ R
EEEEEKNIREETSE
SIRERERREREE
514,894,000 (T
=% : 5% 14,894,000
JC) ° IRTE IEF R AP EL AR
RoBBEESFZER &
8 Tt I TH = (8 E B ] 8
e

27. CONTINGENT LIABILITIES

(a)

At 30 June 2004, there was a claim of
HK$7,004,000 (2003: HK$7,004,000) against
a subsidiary by a contractor for additional
costs incurred in the development of the
subsidiary’s freehold land and building. The
subsidiary is counter claiming liquidated and
ascertained damages from the contractor for
delay in completion and defective work
HK$14,894,000 (2003:
HK$14,894,000). The case is pending

totalling

arbitration. It is the Directors’ opinion that

no provision is required for such claim.
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28.

HEBEEH (&)

(b) R4 THE R FREIEK
541,000,000 (Z T T =
% : B ¥ 541,000,0007T)
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BEETERZHERBEK
301,826,000 (ZZE T =
F : B % 288,636,000
JT) °

EEKH
RZZTEEWMFENA=+H &%
BATIIEER 2 BIRTEER
7 ¥301,831,000c (Z T =
& : B ¥288,636,0007T) :

@ FEBEXREEMNRENERE
TAREENFEYWEERE
B Bl &7E%1,609,150,000
T(ZZTET=4F : B
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27. CONTINGENT LIABILITIES (cont’d)

28.

(b)

The Company and two subsidiaries have
executed corporate guarantees to banks in
respect of banking facilities granted to certain
subsidiaries to the extent of HK$541,000,000
(2003: HK$541,000,000) of which
HK$301,826,000 (2003: HK$288,636,000)
was utilised as at 30 June 2004.

PLEDGE OF ASSETS

At 30 June 2004, the Group’s total bank borrowings
of HK$301,831,000 (2003: HK$288,636,000) were

secured by the following:

(a)

legal charges on all of the Group’s investment
properties and certain of the Group’s properties
for sales with carrying values of
HK$1,609,150,000 (2003: HK$1,073,544,000)
(note 13) and HK$149,662,000 (2003:
HK$238,000,000) (note 18) respectively;

floating charge over all the assets and

undertakings of certain subsidiaries;

mortgages over the shares of certain

subsidiaries (note 17); and

assignments of sale proceeds, insurance
proceeds, rental income and deposits arising
from the tenancy agreements of certain

properties.
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29.

HEBEALT ZEARS

BRTEHEKRBEEMEMDERESN
AREBMAE-—BREBFLEARNA—R
BEGHREFREATETZH
MERXXZWT :

MER Tt LR

29.

SIGNIFICANT RELATED PARTY
TRANSACTIONS

Details of significant related party transactions in

addition to those disclosed elsewhere in the

financial statements, which were carried out in the

ordinary course of the Group’s business, are as

follows:

Interest paid to Cecil Chao &

BRARA Associates Limited

XA Tt R SR AT Fees paid to Cecil Chao &
BRARER Associates Limited
- WEERE

- AR EMERER

service fees

X FHEES

REAE

ik ON

-MABRRAF
~BELREMARAA
THREBBRA
-MABRRAF
-BELREMARAA
HENETREER
BRAA

Company

— building management fee

— architect and other professional

Commission paid to Szehope &

Rental income received from

—Yan Yin Company Limited

— Cecil Chao & Associates Limited
Administration fee received from

—Yan Yin Company Limited

— Cecil Chao & Associates Limited
Proceeds from sale of properties to

Lucky Faith Properties Limited

ARB
The Group
“EEME
2004
fif st BETTT
Note HK$'000
(a) 12,705
(b)
1,800
1,040
(©) -
(d)
60
302
(e)
72
72
(f) -

ZET=HF
2003
BT
HK$’000

15,916

1,800

2,264

199

60
114

72
72

23,000
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FE AT Z2E XX Z 29. SIGNIFICANT RELATED PARTY

TRANSACTIONS (cont’d)

(a)

(c)

Cecil Chao & Associates Limited (“CCAL”)
has provided unsecured advances, which
have no fixed terms of repayment, to the
Group at 2% (2003: 2%) above the Hong
Kong dollars prime rate. At 30 June 2004,
the advances from CCAL amounted to
HK$178,935,000 (2003: HK$209,924,000).
CCAL has confirmed that it will not request
repayment of these advances until such time

as the Group is in a position to repay.

Dr. Cecil Sze-Tsung Chao, is a director and
beneficial owner of CCAL. Mr. Wing-Hong
Tang, a director of the Company, is a director

of CCAL.

CCAL rendered architectural and related
services to the Group on terms agreed

between both parties.

This represents commission for underwriting
the rights issues of the Company. Dr. Cecil
Sze-Tsung Chao is the sole proprietor of

Szehope & Company.

Certain properties were leased to Yan Yin
Company Limited and CCAL as office
premises on terms mutually agreed between

both parties.

The Group charged administration fee for Yan
Yin Company Limited and CCAL for handling
services rendered on terms agreed between

both parties.
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30.

31.

ZEEN A=+ HILEE FOR THE YEAR ENDED 30 JUNE 2004

AT Z2ERX S 29. SIGNIFICANT RELATED PARTY

TRANSACTIONS (cont’d)

(f) The Group disposed of the property at Unit
A, G/F., Block 1, Villa Cecil Phase IlI, 192
Victoria Road, Pokfulam, Hong Kong at
consideration of HK$23,000,000 to Lucky
Faith Properties Limited (“Lucky Faith”). The
Provisional Agreement for sale and purchase
was entered into by both parties on 18 April
2000 and was completed on 6 August 2003.
The consideration was determined with
reference to selling prices of Villa Cecil Phase
| contracted with third party. Lucky Faith is
wholly owned by Mrs. Chao Nyi Ya Tsung,
the mother of Dr. Cecil Sze-Tsung Chao.

ULTIMATE HOLDING COMPANY

The ultimate holding company is Yan Yin Company

Limited, a company incorporated in Hong Kong.

COMPARATIVE FIGURES

As further explained in note 3 to the financial
statements, due to the adoption of certain new and
revised SSAPs during the year, the presentation of
certain items and balances in the financial
statements have been revised to comply with the
new requirements. Accordingly, certain comparative
amounts have been reclassified to conform with

the current year’s presentation.



