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Notes to the Financial Statements
For the year ended 31st December, 2004

1. GENERAL

The Company is incorporated in Hong Kong with limited liability and its
securities are listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Its ultimate holding company is Chinese Estates, a company

incorporated in Bermuda with its securities listed on the Stock Exchange.

The Company acts as an investment holding company and its subsidiaries are
principally engaged in property investment and development. The principal

activities and other particulars of its principal subsidiaries are set out in note 36.

2. POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants issued a
number of new or revised Hong Kong Accounting Standards (“HKASs") and
Hong Kong Financial Reporting Standards (“HKFRSs") (herein collectively
referred to as “new HKFRSs”) which are effective for accounting periods
beginning on or after 1st January, 2005. The Group has not early adopted
these new HKFRSs in the financial statements for the year ended 31st
December, 2004.

The Group anticipated that the adoption of these new HKFRSs would
significantly affect the reported results but without any impact on cash flow
since any revaluation surplus or deficit of investment properties, under the new
HKFRSs, will have to be recognized in the income statement instead of the
revaluation reserve. This changes would resulted in non-operational fluctuations

in the Group's reported results.
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Notes to the Financial Statements
For the year ended 31st December, 2004

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost

convention as modified for the revaluation of certain properties.

The financial statements have been prepared in accordance with accounting
principles generally accepted in Hong Kong. The principal accounting policies

adopted are set out below:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of

the Company and its subsidiaries made up to 31st December 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 between the group

enterprises are eliminated on consolidation.

Investments in subsidiaries
Investments in subsidiaries are included in the Company's balance sheet at

cost less any identified impairment loss.

Interests in associates

The consolidated income statement includes the Group's share of the post-
acquisition results of its associates for the year. In the consolidated balance
sheet, interests in associates are stated at the Group's share of the net assets
of the associates add goodwill (negative goodwill) less any identified

impairment loss.

The results of associates are accounted for by the Company on the basis of
dividends received and receivable during the year. In the Company's balance
sheet, investments in associates are stated at cost, as reduced by any identified

impairment loss.
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Notes to the Financial Statements
For the year ended 31st December, 2004

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Investment properties
Investment properties are completed properties which are held for their

investment potential, any rental income being negotiated at arm’s length.

Investment properties are stated at their open market value, based on
independent professional valuations at the balance sheet date. Any surplus or
deficit arising on the revaluation of investment properties is credited or charged
to the investment property revaluation reserve unless the balance on this
reserve is insufficient to cover a deficit, in which case the excess of the deficit
over the balance on the investment property revaluation reserve is charged to
the income statement. Where a deficit has previously been charged to the
income statement and a revaluation surplus subsequently arises, this surplus is
credited to the income statement to the extent of the deficit previously

charged.

On disposal of investment properties, the balance on the investment property
revaluation reserve attributable to that properties disposed of is transferred to

the income statement.

No depreciation or amortisation are provided on investment properties except

where the unexpired term of the relevant lease is 20 years or less.

Property and other fixed assets
Property and other fixed assets are stated at cost less depreciation and

amortisation and accumulated impairment losses.

Depreciation and amortisation are provided to write off the cost of property
and other fixed assets over their estimated useful lives and after taking into
account of their estimated residual value, using the straight-line method, at the
following rates per annum:
Type Basis
Leasehold land Over the term of the lease
Buildings Over the shorter of the unexpired
period of the lease and 20 years

Furniture, fixtures and equipment ~ 10% and 20%
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Notes to the Financial Statements
For the year ended 31st December, 2004

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Property and other fixed assets (cont'd)
The gain or loss arising on the disposal or retirement of an asset is determined
as the difference between the sales proceeds and the carrying amount of the

asset and is recognised in the income statement.

Properties held for development

Land and buildings in the course of development for production, rental or
administrative purposes or for purposes not yet determined, are carried at cost,
less any identified impairment loss. Cost includes professional fees and
borrowing costs capitalised in accordance with the Group's accounting policy.
Depreciation or amortisation of these assets, on the same basis as other

property assets, commences when the assets are ready for their intended use.

Property interests held for development

Property interests held for development represent a right to develop properties
on a piece of land upon payment of a final amount or land acquired pending
any definite intention, and are carried at cost, less any identified impairment

loss.

Properties held for sale

Properties held for sale are stated at the lower of cost and net realisable value.

Other asset
Other asset representing club memberships, is stated at cost less any identified

impairment loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its
tangible assets to determine whether there is any indication that those assets
have suffered an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. An impairment loss is recognised as an

expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the
asset is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised as income

immediately.

Revenue recognition
Rental income from properties under operating leases is recognised on a

straight-line basis over the term of the relevant lease.

Interest income is accrued on a time basis, by reference to the principal

outstanding and at the interest rate applicable.

Revenue from properties held for sale is recognised on the execution of a
binding sales agreement. Payments received from the purchasers prior to this
stage are recorded as deposits received on sales of properties and are grouped

under current liabilities.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of exchange
prevailing on the dates of the transactions. Monetary assets and liabilities
denominated in such currencies are re-translated at the rates prevailing on the
balance sheet date. Gains and losses arising on exchange are included in the

income statement for the year.

On consolidation, the assets and liabilities of the Group's overseas operations
are translated at exchange rates prevailing on the balance sheet date. Income
and expense items are translated at the average exchange rates for the year.
Exchange differences arising, if any, are classified as equity and transferred to
the Group's exchange reserve. Such translation differences are recognised as

income or as expenses in the period in which the operation is disposed of.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Operating leases

Leases of assets in respect of which substantially all the rewards and risks of
ownership remain with the lessor are accounted for as operating leases. Rental
expenses paid or payable under operating leases are charged to the income

statement on a straight-line basis over the relevant lease term.

Taxation
Income tax expense represents the sum of the tax currently payable and

deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit
differs from net profit as reported in the income statement because it excludes
items of income or expense that are taxable or deductible in other years and it

further excludes income statement items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the taxable

profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising
on investments in subsidiaries and associates, except where the Group is able
to control the reversal of the temporary difference and it is probable that the

temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet
date and reduced to the extent that it is no longer probable that sufficient

taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the year
when the liability is settled or the asset realised. Deferred tax is charged or
credited in the income statement, except when it relates to items charged or

credited directly to equity, in which case the deferred tax is also dealt with in

equity.
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Notes to the Financial Statements B FE SRR AT

For the year ended 31st December, 2004 E_TEWFEF = A=1T—HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (cont'd) 3. TEFETEGK (8)
Borrowing costs BEEKK

Borrowing costs directly attributable to the construction of properties under RERRPGEVME2EERGEERES 98
development for sale, are capitalised as part of the cost of those assets. REL  FRUSEERLZ &M BEHEE
Capitalisation of such borrowing costs ceases when the assets are substantially EXBLAFEREAEIHER  EFELEZ
ready for their intended use or sale. SRERLBRER -

All other borrowing costs are recognised as expenses in the period in which FEHEMEERAREEENBRIAA/IE -
they are incurred.

Retirement benefit costs Bk EH
The retirement benefit costs charged in the income statement represent the ERBRPNBEZRAECEREAFEQARER
contributions payable in respect of the current year to the Group's defined ZREMRGTEEN 2K -

contribution scheme.

4. TURNOVER 4, EHEE

Turnover represents the aggregate amounts received and receivable from EXEBECUREBRZNFEEWARSERE
property rental income and sales of properties held for sale, analysed as MEZHEE  DMAOT -

follows:
2004 2003
HK$ HK$
FTERT TR
Sales of properties held for sale BELHEVEZHER 13,155 -
Property rental income MEHESBA 5715 890
18,870 890
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Notes to the Financial Statements
For the year ended 31st December, 2004
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5. SEGMENTAL INFORMATION

Business Segments
For management purposes, the Group is currently organised into two operating
divisions — property development and property leasing. These divisions are the

basis on which the Group reports its primary segment information.

Principal activities are as follows:

Property development —  Property development and sales of properties

Property leasing —  Property rental

Segment information about these businesses is presented below:

INCOME STATEMENT
For the year ended 31st December, 2004

SEGMENT REVENUE aEBA

SEGMENT RESULT DEEE

Unallocated corporate expenses RO ARBEAX

Loss from operations REEB

Write-back of allowance NI
for amounts due 2R E R

from associates, net

Write-back of allowance IR NGINE

for amounts due from 2B EFEE
former associates, net
Share of results of associates EihEE QR ¥EE
Loss before taxation HriEE
Taxation Big
Loss after taxation HeEE

5. 7HREX
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Property Property
development leasing Consolidated
MERR MEBAE REIRE
HK$'000 HK$'000 HK$'000
FHET FHET TET
13,155 5,715 18,870
(183,501) 8,977 (174,524)
(9,122)
(183,646)
= 1,441 1,441
= 7,788 7,788
= 7,972 7,972
(166,445)
(1,233)
(167,678)
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Notes to the Financial Statements
For the year ended 31st December, 2004

5. SEGMENTAL INFORMATION (cont'd)

BALANCE SHEET
At 31st December, 2004

ASSETS BE

Segment assets DEEE

Interests in associates iR NIETR

Unallocated corporate assets ROz RAAEE

Consolidated total assets REEEH#E

LIABILITIES =R

Segment liabilities DEEE

Unallocated corporate liabilities RoBzLAREE

Consolidated total liabilities mEBEHRE

OTHER INFORMATION

For the year ended 31st December, 2004

Capital additions EARE M

Depreciation and amortisation e RN

Impairment losses recognised BRI S RER
in income statement ZBEEE

REFARE

Provision for a litigation claim

CHI CHEUNG INVESTMENT COMPANY, LIMITED

Property
development
MEBR
HK$'000
FERT

750
38

183,381
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Property Property
development leasing
MERR E 350
HK$'000 HK$'000
FHET TET
54,322 165,036
= 320,965
91 1,911

Hit&#

Consolidated
wERE
HK$'000
FET

219,358
320,965
276

540,599

2,002
62,398

64,400

BE-STMFL=ASt—ALEE

Property
leasing Others
MEBE Hit
HK$'000 HK$'000
FHET TET
37 =
= 8,427

Consolidated
wERE
HK$'000
FHET

750
75

183,381
8,427
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Notes to the Financial Statements
For the year ended 31st December, 2004

5. SEGMENTAL INFORMATION (cont'd)

INCOME STATEMENT

For the year ended 31st December, 2003

SEGMENT REVENUE
SEGMENT RESULT

Unallocated corporate income

Unallocated corporate expenses

Loss from operations
Loss on disposal of a subsidiary
Write-back of allowance
for amounts due from
former associates, net
Share of results of associates

Finance costs

Loss before taxation

Taxation

Loss after taxation

aERA

DEEE

Aoz RABA
ROz RRAAX

KEER
HEMBARZER
A B DB R
EHzBEFR

FEb B E N R EE
BMBER

B Al & 18
BiI8

BEEBE

PRSP RE
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5. DEER (&
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Property Property
development

leasing Consolidated

MERRE MEHEE FARE
HK$'000 HK$'000 HK$'000
FET FET FiE T
= 890 890
(874) 1,166 292
475

(1,843)

(1,076)

- (826) (826)

- 1,177 1,177

- 125 125

(162)

(762)

558

(204)

—EEMFFER EHEXERLT
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Notes to the Financial Statements

For the year ended 31st December, 2004 BE_TTWFT —A="1—HIFFE
5. SEGMENTAL INFORMATION (cont'd) 5. 2 ER (&)
BALANCE SHEET EEAMER

At 31st December, 2003 R-ZZEE=F+=-A=+—H

44

Property Property
development leasing Consolidated
MERR MEHEE FARE
HK$'000 HK$'000 HK$'000
FET FiExT FiExT
ASSETS E5E
Segment assets DEEE 253,506 113,552 367,058
Interests in associates AN = 276,471 276,471
Unallocated corporate assets ROBZRAAEE 409
Consolidated total assets REEEH#E 643,938
LIABILITIES =R
Segment liabilities DEEE 119 3,459 3,578
Unallocated corporate liabilities RoBzLAREE 57,498
Consolidated total liabilities meEaERE 61,076
OTHER INFORMATION H#iE R
For the year ended 31st December, 2003 BE-ZZE=F+-A=1T-HLFE
Property Property
development leasing Others Consolidated
MERRE MEHEE Hith #ARE
HK$'000 HK$'000 HK$'000 HK$'000
FET FE T FiExT FiExT
Capital additions = | 223,409 62,154 = 285,563
Depreciation and amortisation e R - - 128 128

CHI CHEUNG INVESTMENT COMPANY, LIMITED

Annual Report 2004




Notes to the Financial Statements
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For the year ended 31st December, 2004

5. SEGMENTAL INFORMATION (cont'd)

Geographical Segments

The Group's operations are located in Hong Kong and the People’s Republic of
China, other than Hong Kong, (the “PRC"). The Group's revenue are all derived
from Hong Kong in both years.

The following is an analysis of the carrying amount of segment assets at
balance sheet date, and capital additions during the year analysed by the

geographical area in which the assets are located:

5. DHEER (&)

#HE i 5 & 5
AEBEEBRPEARKME (FEKRN ([H
B e o  AMEFEREE WA ZER
BE®

UTHAEEADREEREEZOTRFANE
ERMREEMABAEZDN

Carrying amount

of segment assets Capital additions
PHEEREME & A8

2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FER F&T
Hong Kong &5 540,494 456,258 750 98,326
PRC i 105 187,680 - 187,237
540,599 643,938 750 285,563

6. OTHER OPERATING INCOME

Included in other operating income are: Hit RE WA B :
Interest income from banks SRATFI B U A
Interest income from associates B QN R R S WA
Gain on disposal of investment properties HEREMENR

6. H&EWA

2004 2003
HK$'000 HK$'000
TER TERT
177 70
3,295 820
2,529 -

—EENFEFH FHBEBRAT 45



Notes to the Financial Statements B FE SRR AT

For the year ended 31st December, 2004 BE_TTWFT —A="1—HIFFE
7. OTHER OPERATING EXPENSES 7. Htt&ERX
2004 2003
HK$'000 HK$'000
FTERT TR
Loss on disposal of property held HESERRYE
for development ZEE - 835
Surplus on revaluation of BEHREVMER
investment properties = (20)
Others Hth - 68
- 883
8. LOSS FROM OPERATIONS 8. RKEEE
2004 2003
HK$'000 HK$'000
TERT TR
Loss from operations has been arrived KREBEEHR GFA)
at after charging (crediting):
Auditors’ remuneration: ZEETEN €
Current year KEE 282 260
Under(over) provision in previous years BEFETE B BB 21 (80)
Depreciation and amortisation ER#H 75 128
Staff costs, including Directors’ emoluments EIRK(BEFEEEHS) 888 290
Gross rental income from properties REBEERIAMBEZYE
under operating leases ZHEEWAEE (5,715) (890)
Less: Outgoings WX 943 55
Net rental income HeW RS (4,772) (835)
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Notes to the Financial Statements

For the year ended 31st December, 2004

9. FINANCE COSTS

Interest and charges

10. DIRECTORS' EMOLUMENTS

Fees:
Executive Directors

Independent non-executive Directors

Other emoluments:
Executive Directors
— Salaries and other emoluments
— Retirement benefit scheme

contributions

Total emoluments

MERXH

we
HITES
BMEHTES

HMM<E -
HITES
- HFERHEMME
—RIRER G EIER

B & 42 2

During the year, no emoluments were paid by the Group to the Directors of

the Company as an inducement to join or upon joining the Group or as

compensation for loss of office.

PRSP RE
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0. MIKEH

2004 2003
HK$'000 HK$'000
FExT FET
= 162
10. EEM &
2004 2003
HK$'000 HK$'000
FEx FiExT
122 60
122 60

FR - AEBELEOAQRRAESIIEMHMEE

AMAREE 2REHRER ML 2EE -

—EEMFFER EHEXERLT
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Notes to the Financial Statements gy E E R
For the year ended 31st December, 2004 E_TEWFEF = A=1T—HIFFE

11. EMPLOYEES’' EMOLUMENTS 1. EEM<E

During the year, the five individuals with the highest emoluments in the Group, FALAERAUGESHFMALHLBECQFREME
did not include any Directors (2003: two Directors of the Company whose B(CEZE=F  WELRAES  HH2ER
emoluments were included in note 10 above). The emoluments of the five REXHIEE0) - AVBESHMAL (ZZEE=F

highest paid individuals (2003: three individuals) disclosed pursuant to the ZR)ZHERBXMES LTRACHRERE
Rules Governing The Listing of Securities on the Stock Exchange were as mE
follows:
2004 2003
HK$'000 HK$'000
TET THET
Salaries and other benefits FEeREMAR 448 221
Retirement benefit scheme contributions R ARE RIS 8K 22 9
470 230
12. TAXATION 12. Hi 18
2004 2003
HK$'000 HK$'000
TET THET
The charge (credit) comprises: X (EE) g81F
Taxation of the Company and KRB RKBED A
its subsidiaries: ZBIIE ¢
Hong Kong Profits Tax BEEFEHR
— Current year —REE 6 106
— Under(over)provision in prior year - BEFERRE GBE) #E 20 (156)
26 (50)
PRC 2]
— Underprovision in prior year - BREFETREE 222 -
248 (50)
Share of taxation attributable to associates BALEE N RBIE 253 74
Deferred taxation (note 26) ERER 18 (M5 26) 732 (582)
1,233 (558)
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Notes to the Financial Statements
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For the year ended 31st December, 2004

12. TAXATION (cont'd)

Hong Kong Profits Tax is calculated at 17.5% on estimated assessable profit for
both years. Taxation in any other jurisdictions is calculated at the rates

prevailing in the relevant jurisdictions.

The taxation charge (credit) can be reconciled to loss before taxation per the

income statement as follows:

12. Bi18 (4&)
ERNEBHIHMEEE 2 Mt ERFRF IR
RI175%:TE - EMEEHECRIBNRERBT
HRECERAMRETE -

BIIRZH (B E) BW SR 2 HABBEROT

2004 2003
HK$'000 HK$'000
FTERT FTET
Loss before taxation HAEE (166,445) (762)
Tax at Hong Kong Profits Tax rate of 17.5% REBFEHBE 175018 2 Fi1E (29,128) (133)
Tax effect of share of results of associates BEBELNRABBE2REZE (1,142) 52
Tax effect of expenses not deductible for STERERBORR AR H
tax purpose ZHRBRE 34,616 341
Tax effect of income not taxable for 5T B R BOR T BF B AR B U A
tax purpose ZHRBRE (2,123) (283)
Tax effect of tax losses not recognised FFRAZBEEEZHESE (1,101) (379)
Under(over)provision in prior year BAFETR (B 8% 242 (156)
Others HAth (131) —
Taxation charge (credit) for the year AEEZHRBEXZL (EE) 1,233 (558)

13. DIVIDENDS

No dividend was paid or proposed during both years, nor has any dividend

been proposed since the balance sheet date.

14. LOSS PER SHARE

The calculation of the basic loss per share is based on the loss attributable to
shareholders of approximately HK$167,678,000 (2003: HK$204,000) and on
282,305,987 (2003: weighted average number of 93,010,746) ordinary

shares in issue during the year.

13. KB

MEFEIERNIEZBRYTEARS - BEE
AURTBEZRRTEARE -

14. REE

BREREIETIRERREGEIEA 167,678,000
BT (ZZZT=F 2040008 7T) R FAE#IT
LEIR282,305987R (ZEE=F : METLHH
93,010,7468%) 5T & ©
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Notes to the Financial Statements B FE SRR AT

For the year ended 31st December, 2004 E_TEWFEF = A=1T—HIFFE
15. INVESTMENT PROPERTIES 15. REY %

HK$'000

FET

THE GROUP AEE
VALUATION {8
At 1st January, 2004 R-ZEZENE—-—HF—H 65,720
Disposal HE (35,665)
Surplus on revaluation BHA 3,695
At 31st December, 2004 R-EENF+_-_A=+—H 33,750

The investment properties of the Group were revalued at 31st December, AEBZREVENR-ZZENF+=-A=+—H
2004 on an open market value basis by Norton Appraisals Limited, BB EXAFTMITEREBRTEERAAED
independent professional surveyors. This valuation gave rise to a revaluation FEHEEEETEMR ZEEGEELEELRHY
surplus of approximately HK$3,695,000 (2003: HK$4,020,000), which has 3,695,000/ T (ZEE =4 : 4,020,000% ) ' &

been credited to the investment property revaluation reserve. BAREVEEHRHE o
Almost all of the investment properties are rented out under operating leases. BABOREYEZEEANAL -
The carrying amounts of investment properties shown above comprises: FEREMEZREEER !
2004 2003
HK$'000 HK$'000
FTET TR
Properties in Hong Kong held under: REBRUTHNSEE2ZYE
Long lease REIFEHN 2,750 2,520
Medium-term lease FREAFR A0 31,000 63,200
33,750 65,720
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Notes to the Financial Statements B AR R EE

For the year ended 31st December, 2004 BE_TENF+—A=1+—HIFE
16. PROPERTY AND OTHER FIXED ASSETS 6. MERHEMEEEE
Leasehold Furniture,
land and fixtures and
buildings equipment Total
AE L BHHB
REF &L HWEE
HK$'000 HK$'000 HK$'000
FET FET FE T
THE GROUP NE
COST RAE
At 1st January and R-ZEZENF—-HA—H
31st December, 2004 E+ZB=+—H 1,840 1,121 2,961
DEPRECIATION AND AMORTISATION MEREH
At 1st January, 2004 R-—ZEZENFE—F—H 1,303 1,036 2,339
Provided for the year KEERE 38 37 75
At 31st December, 2004 R-EZNE
+=A=+—8 1,341 1,073 2,414
NET BOOK VALUE REFE
At 31st December, 2004 R-_ZTZTNEF
+=A=+—H 499 48 547
At 31st December, 2003 MR-ZEE=F
+=ZA=+—8” 537 85 622

—EENFEFH FHBEBRAT 51




Notes to the Financial Statements gy E E R
For the year ended 31st December, 2004 BE_TTWFT —A="1—HIFFE

16. PROPERTY AND OTHER FIXED ASSETS (cont'd) 6. MERHEMEEEE
(#&)

The Group's leasehold land and buildings are situated in Hong Kong and held AEEZHELHREFHUNES  LRFH

under medium-term leases. HOEFE -
Furniture,
fixtures and
equipment
Bl £B
]
HK$'000
FE T
THE COMPANY b NN |
COST RAE
At st January and R-_ZEZENF—HF—H
31st December, 2004 E+=—A=+—8 1,117
DEPRECIATION e
At 1st January, 2004 R-ZEEN—-—HF—H 1,036
Provided for the year REERE 36
At 31st December, 2004 R-ZEENF+_-_A=+—H 1,072
NET BOOK VALUE BREFE
At 31st December, 2004 R-_ZEZENF+-_HA=1+—H 45
At 31st December, 2003 R-_ZEE=F+-H=+—H 81
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Notes to the Financial Statements B AR R EE

For the year ended 31st December, 2004 BE_TENF+—A=1+—HIFE
17. PROPERTIES HELD FOR DEVELOPMENT 17. 5B EWME
HK$'000
FiExT
THE GROUP rEE
CcosT RAE
At 1st January, 2004 R-_ZTZNFE—-H—H 12,000
Addition nNE 750
At 31st December, 2004 R-BENF+=-A=+—H 12,750
IMPAIRMENT W AE
At 1st January and 31st December, 2004 R-EENE—-—HF—RBAKt+=A=+—H 2,500
NET BOOK VALUE BREFE
At 31st December, 2004 R-_ZEZENF+-_HA=1+—H 10,250
At 31st December 2003 R-BE=F+=-A=+—H 9,500
The carrying amount of properties held for development shown above TS ERRYECREBESRE
comprises:
2004 2003
HK$'000 HK$'000
FER FET
Properties in Hong Kong held under: REBRUTHNBEE W
Long lease REAEYN 9,500 9,500
Medium-term lease FRERFR A 750 -
10,250 9,500

—EEMFFER EHEXERLT
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Notes to the Financial Statements B FE SRR AT

For the year ended 31st December, 2004 E_TEWFEF = A=1T—HIFFE
18. PROPERTY INTERESTS HELD FOR 18. HERRB 2R
DEVELOPMENT
HK$'000
FE T
THE GROUP rEE
COST A E
At 1st January, 2004 R-—ZZN&E—HA—H 197,551
Exchange difference EXERE 330
At 31st December, 2004 R-ZEENF+-_A=+—H 197,881
IMPAIRMENT w1
Provided for the year and TEERBER
at 31st December, 2004 (Note) REZZBZENF+=A=+—8 (&) (183,381)
NET BOOK VALUE REFE
At 31st December, 2004 R-ZEZENE+-_A=+—H 14,500
At 31st December, 2003 R-_ZEZE=F+-A=+—H 197,551

The carrying amount of property interests held for development shown above EMFERRE o DERESE 2 REBERE -

comprises:
2004 2003
HK$'000 HK$'000
THET THET
Land in PRC under long leases RABERERBENFTE 2L - 183,051
Land in Hong Kong held under medium-term leases REBRDPHBANZTE 2 L1 14,500 14,500
14,500 197,551
Note: KisE :
Impairment loss recognised in respect of property interests held for development MEFRRCYERSRIAZAERSE
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18. PROPERTY INTERESTS HELD FOR
DEVELOPMENT (cont'd)

Note: (cont'd)

The Group through a wholly-owned subsidiary (“SPV") has a property interest held for
development in Chenghai Royal Garden (“Development Project”). The site with an area
of approximately 466,662 sq.m. (5,023,150 sq.ft.) (“Land”) is situated at the estuary of
Xinjin River, Longhu District, Shantou, Guangdong Province, the People’s Republic of
China (“PRC"). Pursuant to a Contract for Pre-registration of Grant of State-owned Land
Use Rights dated 5th August, 1992 (“Contract”), SPV has been granted a pre-registered
land use rights of the Land by Shantou City Chenghai District Planning and State-owned
Land Resources Bureau (“Chenghai Bureau”). The carrying amount of the Development
Project as recorded by the Group (“Carrying Amount”) is approximately HK$183.4 million
(equivalent to RMB195.1 million). Included in the Carrying Amount is a payment of
approximately HK$49.8 million (equivalent to RMB53 million) to the Chenghai Bureau
under the Contract ("Amount Paid”). After submitting the application for the land
requisition to the Chenghai Bureau and upon the land use rights of the Land being
granted, SPV has to make a final payment of approximately HK$23.4 million (equivalent
to RMB24.9 million) (“Final Payment"). The deadline of application for the land
requisition was 4th August, 1993 which had been extended four times at the request of
SPV to 16th July, 2004 (“Deadline”). In view of the Deadline, the Group considered that,
under the Contract, SPV may: (i) proceed to apply for the land requisition of the Land on
or before the Deadline and settle the Final Payment; (ii) apply for an extension of the
Deadline; or (iii) terminate the Contract and claim for a refund of approximately HK$46.2
million (equivalent to RMB49.1 million), being part of the Amount Paid (“Amount
Claimed").

The Group considered that it was not the suitable time to proceed with the land
requisition and determined to request an extension of time. SPV therefore delivered a
letter dated 19th April, 2004 to the Chenghai Bureau to request for an extension of the
Deadline but the Chenghai Bureau refused to receive the letter and advised that such
request should be diverted to Shantou City Longhu District Planning and State-owned
Land Resources Bureau (“Longhu Bureau”) and their supervisory bureau, Shantou City
Planning and State-owned Land Resources Bureau (“Shantou Bureau”), since the
authority and administrative power over the Land had already been transferred to the
Longhu Bureau by that time. SPV then delivered letters of the same request to the
Longhu Bureau and the Shantou Bureau. Both bureaus however insisted that they would
not consider the request either and advised SPV to go back to the Chenghai Bureau for
resolving the matter. Given the insistence of the three bureaus in refusing SPV's request
of extension, SPV sought advices and assistance from Shantou governmental authorities,
but to no avail.

In early July 2004, the Deadline became imminent and having considered that (i)
extension of the Deadline is unlikely in view of the unexpected and undesirable replies
from the bureaus; and (i) the slowdown of the luxury residential market in Shantou, the
Group determined not to proceed with the application of the land requisition and instead
terminated the Contract and requested the Chenghai Bureau to refund the Amount
Claimed.

18. 1;%1’5?&%2%%%5—&
&

MyEE : ()

AEEEB—2EMBAF ([SPV)) RESSEREE (3
REBEEWEBRES - ZMBREEL 5466662
F7HK(5023150F FR) ([Zxil) » URPEAR
HAE ([FED BREWEDEPEIEZTO o RIE
—hAA=FENARBTLZEE LERRENER ([Z
&E])  SPVELEMmESEABEBALERS ([EE
ERDBRURBEERTFEZLIMMNBAN L ERRE - ]E
E#RERREER 2IREE (MREE]) 845 183,400,000
BT (ZERARY195100,0005T) ° EIREES @ &
49,800,000 7t (%5 [E A K #53,000,0007t) Z %K HEE F
FEREER (BAEE]D - AEFEEREIBILHFER
WS F % & 49+ b 65 FARERSE - SPVZE 32 4$23,400,000
BT (ZE ARE24,900,0005T) Z & E MR (BREMF]) °
BHREBENSERPEE—AN=FEN\AMNA - BESPV
ZER NELZHZE-_ZTMELA+/<A ([ZRE)) -
BERZRY  AEBREZER  RAHSPVA @ VEZ
PREAFEM R ARTET LN Eb R B RBE N B R
(NRBERZRE ; (VR LZERAREREEE 2
FAE F14946,200,0007% 7T (%R A K#49,100,0007T) ([3&
BeED -

AEERDREIFEE B RETRM - WRERFLE
RERHY - SPVALR-ZZNENA+IERBEEER
MR BRERZRY - BEBERBEBEZ RN
WEBREEREMWETEYIERBER L ERRE (M€
HER RE EFEBLETRBER L ERE (DUE
ERDRY  ERENLIHEERTRECREREE
HMER - SPVEEDRIMEPERRIWBERRE AR
ER R MABKTEZEZER - LERHSPVE
REBERERMBER HH=RBIEFRSPVZIERE
R SPVERWBEBABMSRERR G - BREE
W o

REZZNFLAY - ZHRESERIL - AEEHOER
LEERNSIIRFAEREE  RELERZRBEHZE
B URGLEREMSNLEA  AEERETETH
e WAILZARREREFBERRBRESHE -

ZEENFEFH EHEXERLQF
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Notes to the Financial Statements
For the year ended 31st December, 2004

18. PROPERTY INTERESTS HELD FOR
DEVELOPMENT (cont'd)

Note: (cont'd)

Between July 2004 and February 2005, SPV issued four letters of demand to the
Chenghai Bureau to notify the termination of the Contract and requested a refund of the
Amount Claimed. SPV received three reply letters by which the Chenghai Bureau denied
its obligation for the refund on the allegation that the pre-registration relationship between
the parties under the Contract still exists. The Chenghai Bureau suggested the following
three alternatives for SPV's consideration:

1. SPV proceeds to apply for land requisition of the Land and settles the Final
Payment pursuant to the Contract despite of the Deadline; or

2. SPV applies for a portion of the Land with area equivalent to the Amount Paid; or

3. The Chenghai Bureau, upon the application from SPV for the termination of the
Contract, refunds the Amount Paid without interest after successfully selling the
Land to third parties by the Chenghai Bureau.

Based on the opinion from a legal firm in the PRC, which has taken into consideration the
recent PRC policy for the granting of land issued by the Ministry of Land Resources, the
Group is in doubt as to whether the Chenghai Bureau can perform any of the alternatives
(2) and (3). Further if SPV accepts any alternatives as suggested, then SPV will be
deemed to have waived its rights in the Amount Claimed.

The Group, after seeking advice from the legal firm, prepares not to accept any of the
above alternatives as suggested by the Chenghai Bureau and has instructed the legal firm
to initiate legal action against the Chenghai Bureau for its entitlements under the Contract
including but not limited to the Amount Claimed.

Having considered the uncertainty in the recoverability of the Amount Claimed and any
other entitlements under the Contract, the Group decides to make a full provision for an
impairment loss of HK$183,381,000 in the financial statements for the year ended 31st
December, 2004.
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E-FEMF A= —ALFE

18. FEER R 2D

(&)
i (0

REZEZMFELAR-ZZTHAF_AM - SPVEH MY
Bt BRBRBERZERNALIERRERESHE -
SPVREI=HER - BEBERRERTERERENE
B BRESEZSRTHEANBRDORETE - BB
ERREH=ERE - fisPvEE :

1. TEZRE - SPVIEZARETZ L A BBR
ALEBFRENT S R

2. RESHEHE  SPVRBEZTHHEREEE S X

3. BSPVRIEZARIMAE - BEERERWER
ZTHMFE=FHRE FHNEREBESNEHE -

RE-—FHAEMSBEM2ER (REASHKHAC T HE
TERBBOIFEBEN LB HBREE)  AREEREE
ERETBTEEQRQG) © I BRMSPVEZ L EE
EE - SPVERR DR RESHNER -

REAZRMBSEANERR  AEEARETEZREE
BEZEN U EEMRE - WE R RZEMERHTRIUE
REOTBHESEBER  URMEZARRT &R (B
BFRRREEEH) -

AERIEBNRELERZEARTFZHMARAD RN
TEHBEAER  FEEBRERNBEZE_STNF+=-A=1
— B L FEZMBHRRAEL 183,381,000/ 7T 2 2 BURE
BEEE -




Notes to the Financial Statements ﬂﬂﬁ%iﬁ%ﬁﬁ%

For the year ended 31st December, 2004 Bz —TEWNFF —A=+—HILFE
19. INTERESTS IN SUBSIDIARIES 19. ifB A A=
2004 2003
HK$'000 HK$'000
F#E T FE T
THE COMPANY P NN
Unlisted shares, at cost FETRS  AAE 10,391 10,391
Less: impairment loss recognised W ERRZEERSSE (10,391) (10,391)
Advances to subsidiaries, B ERNGE L=
net of allowances (N BRZEE) 401,104 567,649
401,104 567,649
The advances are unsecured, non-interest bearing and have no fixed MBS AEEN - O REETERE B2
repayment terms. In the opinion of the Directors, the advances are unlikely to B, LB TATERAEE A% —FREE
be repaid within one year from the balance sheet date and are therefore HREEEEERNFIBERTHE -

shown in the balance sheet as non-current.

Particulars of the Group's principal subsidiaries at 31st December, 2004 are set AEEIEWBATIR -_EENE+—A=+—

out in note 36. BB EsAREz60
20. INTERESTS IN ASSOCIATES 20. fa =5 N 7l 1""' =X
THE GROUP THE COMPANY
RE ¥ NN
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FExT FiExT
Share of net assets EihEgE QT
of associates EEFE 184,657 121,092 = =
Advances to associates, o) B N B IR R
net of allowances B (HRER) 136,308 155,379 9,500 9,500
320,965 276,471 9,500 9,500
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Notes to the Financial Statements
For the year ended 31st December, 2004

20. INTERESTS IN ASSOCIATES (cont'd)

The advances are unsecured and have no fixed repayment terms. Except for
the amounts of HK$9,500,000 (2003: HK$9,500,000) and approximately
HK$99,712,000 (2003: HK$116,539,000) advanced to two associates by the
Group, which bear interest at 6.75% (2003: 6.75%) and 2.25% (2003:
2.25%) per annum, respectively, the remaining balances are non-interest
bearing. The Group will not demand repayment of the advances within one
year from the balance sheet date and the advances are therefore shown in the

balance sheet as non-current.

The investment properties of the Group's principal associates were revalued at
31st December, 2004 on an open market value basis by Norton Appraisals
Limited, independent professional surveyors. The share of net assets of
associates includes the Group's attributable share of the investment property

revaluation reserve.

Particulars of the Group's principal associates at 31st December, 2004 are set

out in note 37.

The following details have been extracted from the financial statements of the
Group's significant associates, as realigned with the Group's accounting

policies.
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20. & N A ER (E)

ZEBRARBAREETERD - RAEER
14 F MR & A 7 29,500,000 T (ZEZ=4F:
9,500,0007878) } #999,712,0008 T (ZBE=4 :
116,539,000 7t) 2 BIIR FFIZE6.750% (ZEE=
F 1 6.75%) &225%(ZBF=F : 2.25%) 5t &
S EBRBRARRE - AKETEREEHE—
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Notes to the Financial Statements
For the year ended 31st December, 2004

PRSP RE

HE—FTFEf —A=1—HIFE

20. INTERESTS IN ASSOCIATES (cont'd)

Operating results for the

year ended 3 1st December

Turnover

Profit attributable to
shareholders

Group's share of profit (loss)
attributable to shareholders
(Note)

Financial position at

31st December

Non-current assets
Current assets
Current liabilities

Non-current liabilities

Net assets

Net assets

attributable to the Group

Advances to associates

20. Bt N T ER (8)

Finedale Healthy
Industries Limited Point Limited
EHEBEERAT BHERAT
2004 2003 2004 2003
HK$'000 HK$'000 HK$'000 HK$'000
FHET F&T FHET F&T
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER)
BE+=-A=+-—H
IEFEZREEE
B 23,425 24,992 3,593 3,967
B R EAL
s A 19,766 2,296 1,913 2,691
AEEEMZBRRE
&R (B58)
(Mt =) 6,589 (168) 957 219
R+=—B=+—8
2 B BUIR SR,
FERBEE 688,000 608,000 85,000 48,900
REBEE 4,842 3,156 883 977
REBEE (19,599) (10,194) (1,338) (1,304)
ERBERE (299,137) (349,662) 25,819 23,778
EEFE 374,106 251,300 110,364 72,351
REBEEMN
EEFE 124,702 83,767 55,182 36,175
B E N F ZRIE 99,712 116,539 - =

Note: The Group shares the profit (loss) of the above associates since the completion of
the Asset Transaction on 7th November, 2003.

MizE : AEEEM LREE DR 2B (BB - B=F
ZZF+-AtHRREERSUE -

ZEENFFH
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Notes to the Financial Statements
For the year ended 31st December, 2004

21. DEBTORS, DEPOSITS AND PREPAYMENTS

THE GROUP
Included in debtors, deposits and prepayments are trade debtors of
approximately HK$62,000 (2003: HK$27,000) comprising mainly rental

receivables. The following is an aged analysis of trade debtors at the balance

sheet date:

0 — 30 days ZEEZ=+H

31 — 60 days =t+t—HZXTH
Over 60 days ATHHUE

22. CREDITORS AND ACCRUALS
THE GROUP

In 2003 and 2004, there were no trade payables included in creditors and

accruals of the Group.
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21. BWERTE - EREAMN

8

K&

FEWERTE - #2RENKEEERKRESREY
62,0008 T (ZEE=%F : 270008 ) ' TEH
WS - AEE R EWE 5 RIE 28Rk 2 4 10
T

2004 2003
HK$'000 HK$'000
FEx FE T
24
38 19
62 27

22. B ERIBER ESTE B

FEH
REZZ=FR-ZZ2NF  FEEZENRE
REGERIEQERNESIRE -




Notes to the Financial Statements
For the year ended 31st December, 2004

PRSP RE

RE—TENF+=A=+—HILFE

23. PROVISION FOR A LITIGATION CLAIM

THE GROUP AND THE COMPANY

A creditor of the Company, C.A. Pacific Finance Limited (in liquidation) (the
“C.A. Pacific"), has served a writ and claimed against the Company for an
amount of approximately HK$8,427,000. The claim related to a margin loan
granted to the Company by C.A. Pacific for the dealing of listed securities of
Capital Asia Ltd (Stock code #283) (the “Capital Asia”) (now called Matsunichi
Communication Holdings Limited). The amount of claim comprises of the
aggregate principal sum as at 19th January, 1998 and accrued interest thereon
up to 15th October, 2004 of approximately HK$4,905,000 and HK$3,522,000

respectively.

The Company has filed a Defence and Counterclaim on 9th December, 2004
to deny its liability to pay the said sums while C.A. Pacific has filed their Reply
and Defence to Counterclaim on 6th January, 2005.

As a result of the foregoing, the Group made a provision of approximately
HK$8,427,000 for the above litigation claim.

24. LOANS FROM MINORITY SHAREHOLDERS OF
SUBSIDIARIES

THE GROUP
The loans are unsecured, non-interest bearing and have no fixed repayment
terms.

25. ADVANCE FROM AN ASSOCIATE

THE GROUP

The amount is unsecured, non-interest bearing and has no fixed repayment
terms. The advance is unlikely to be repaid within one year from the balance
sheet date and is therefore shown in the balance sheet as non-current.

23. RIEFRER

REBR KR A

KRR ZERA GE#H) — CA. Pacific Finance
Limited ([ CA. Pacific]) —ER X SRR BA R A
1B77498,427,000/8 7T ° ZEFNBEBER —EHRCA
Pacifici® F 78 23 7] LA 1E Capital Asia Ltd (B = K38
283) (I Capital Asial) (B M Matsunichi
Communication Holdings Limited) E & %X 5 2
FRER  EBNREEFER-AANE—A+h
B 2A£44,9050008 TR BE-Z2ZNFE 1+ A
+HA L 27 83,522,000%8 T °

AATDERZZENF+_ANBRINEER
RHEZR  BARERMNLE£2E2EF - MCAPacific
R-EZRF-ARNHERERERRBERNR

ME

R ERE - A EE A I EFFAME H 498,427,000
BTz BE -

2. B R B VERRE

T

N 9
ZEERRBER  REREBEEEXRY -

25. B N T B

A& E

ZEREAERR  REREEEENRSN - Lt
BRIAAAEREE IR -—FAMEE  BURE
EEBERANAFERDHEE -
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Notes to the Financial Statements B SRR M EE

For the year ended 31st December, 2004 2 —FTWF+ —A=+—HIFE
26. DEFERRED TAXATION LIABILITIES 26. EIEHRIEEF
THE GROUP AEEF

The following are the major deferred taxation (liabilities) and assets recognised UTAREERAERBEIRBRPEEIZEE
by the Group and movements thereon during the current and prior reporting EERE (BB REEREEE !

periods:
Revaluation ~ Accelerated
of investment tax
properties  depreciation Tax
REME bn3R B 7% losses Total
ERr] weE BEEE =
HK$'000 HK$'000 HK$'000 HK$'000
TER FTER TERT FTER

Acquisition of a subsidiary during 2003 REZZE=ZFRERBLA (1,223) - 1,223 -
Credit to the income statement BARFEKRRK

for the year (note 12) (FF&E12) - 39 543 582
Charge to investment property BRFEREVE

revaluation reserve for the year EffRENR (683) - - (683)
At 31st December, 2003 and R-ZET=F

1st January, 2004 +tZA=+-HEK

—EENF-F—H (1,906) 39 1,766 (101)

Credit (charge) to the income BAMB)AEE

statement for the year (note 12) Wz & (FFEE12) - 97 (829) (732)
Charge to investment property BERAFERENE

revaluation reserve for the year ER-FHENR (606) - - (606)
Released on disposal of HERE M E KRR

investment properties 1,013 = = 1,013
At 31st December, 2004 R-ZZEZTWME

+=ZA=+-H (1,499) 136 937 (426)

At the balance sheet date, the Group has unused taxation losses of NeEER  AEBEAEANEBERY
approximately HK$217,270,000 (2003: HK$228,299,000) available for offset 217,270,0005& 7T (ZBEE =4 : 228,299,000 IT)
against future profits. A deferred taxation asset has been recognised in respect TR AR c DR ZEEIEBEDY
of approximately HK$5,353,000 (2003: HK$10,093,000) of such losses. No 5,353,0005& 7T (ZEZ =4 : 10,093,000/ ) #&
deferred taxation asset has been recognised in respect of the remaining tax EERIEEE - ARBUTE R RAZE
losses of approximately HK$211,917,000 (2003: HK$218,206,000) due to HMERES T FIEEEL211,917,0008 T (=
the unpredictability of future profit streams. The unrecognised tax losses may F=H :218,206,000% 7T) REERIBEE o

be carried forward indefinitely. AR HBEBTAEE KR GEE o
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27. SHARE CAPITAL

Authorised:
At 1st January, 2003,
ordinary shares of HK$0.1 each

Share consolidation

Capital reduction

Increase in authorised share capital

At 1st January, 2004 and
31st December, 2004,
ordinary shares of HK$0.01 each

Issued and fully paid:
At 1st January, 2003,
ordinary shares of HK$0.1 each

Share consolidation

Capital reduction
Issue of shares

At 1st January, 2004 and
31st December, 2004,
ordinary shares of HK$0.01 each

PRSP RE

HE-SFMF+=A=1—AILFE

27. R

ERE
R-ZEZE=F—-HF—H"
BREBEIETZEEBR
B 12 & 6

HU R AR A

12 h0 0% E IR A

R-ZBENE-—A—BR
g =EI=SERE
EREECOIEBT 2ZER

EBRTRMR :
R-ZEZE=F—-HF—H"
BREEIETZEER
B 10 & 6

HI R AR 2
BITIR?D

R-ZBENE-—HA—BR
+=A=+—8
EREECOIEBT 2ZER

Number Share

of shares capital

i gvig 4= IR 2
HK$'000

THET

5,000,000,000 500,000
(4,900,000,000) -
100,000,000 500,000
- (499,000)
100,000,000 1,000
49,900,000,000 499,000
50,000,000,000 500,000
2,971,305,343 297,131

(2,911,879,237) -

59,426,106 297,131

- (296,536)
222,879,881 2,228
282,305,987 2,823

—EEMFFER EHEXERLT
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Notes to the Financial Statements
For the year ended 31st December, 2004

27. SHARE CAPITAL (cont'd)

The number of shares and share capital of the Company remain unchanged

during the year.

During 2003, the following changes in the share capital of the Company (the

“Capital Reorganisation”) took place:

(i)  Pursuant to a special resolution at the extraordinary general meeting of
the Company held on 28th March, 2003, the shareholders approved the

following:

1. Every 50 shares of HK$0.10 each in the share capital of the
Company be consolidated (“Share Consolidation”) into a share of
HK$5.00 each (“Consolidated Share");

2. Immediately following the Share Consolidation, the par value of
each of the Consolidated Share be reduced from HK$5.00 to
HK$0.01 (‘Capital Reduction’);

3. The credit arising as a result of the Capital Reduction, to the extent
permitted by the Court and subject to any conditions which the
Court may impose, applied towards the elimination of the

accumulated losses of the Company; and

4. Subject to the forth with upon the Capital Reduction taking effect,
the authorised share capital of the Company be increased to
HK$500,000,000 by the creation of such number of new shares
of HK$0.01 each the aggregate nominal amount of which was
equal to the amount by which the capital of the Company is

reduced pursuant to the Capital Reduction.

An order was issued by the Court dated 7th October, 2003 to approve
the Capital Reorganisation as resolved on and proposed to be effected
by the resolution duly passed at the above extraordinary general

meeting.
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Notes to the Financial Statements
For the year ended 31st December, 2004

27. SHARE CAPITAL (cont'd)

(ii)

On 7th November, 2003, the Company issued 222,879,881 shares of
HK$0.01 each to Chinese Estates as part of the consideration for the

Asset Transaction.

The new shares were issued under the general mandate granted to the
Directors of the Company at the extraordinary general meeting held on
28th March, 2003.

In order to maintain sufficient public float of the Company on
completion of the Asset Transaction, Chinese Estates had made a special
dividend by way of distribution in specie of 62,989,870 shares
(representing 22.3% of the issued shares of the Company) to its
shareholders other than major shareholders. At 31st December, 2003,

Chinese Estates owned 73.59% equity interest in the Company.

All the shares issued during 2003 rank pari passu with the then existing

ordinary shares in all aspects.

PRSP RE

HE-SFMF+=A=1—AILFE

27. R4 (48)

(ii)

ZEENFFH

RZBEZE=F+—-—HAtH AAFEEA
BH3417222,879,88 1 REREE001ETZ
B EREERZZHHNE -

ZEFRDBBEALDESEN_TE=
FZA-tTNHBETZRRENAELE
Rz —MEREMBAT -

AERATAREERSTHREERAZA
BRRE  EABEUEYHIRSRABEE
PR BR BASh 2 BR SRR 3545 Bl IR 2.62,989,870/%
R ((h AR A B2 BITRD22.3%) c R=—F
E=F+-A=+—H EABEEEERA
] 73.5900% 7 °

FER-ZE=FRABTZRHOESHE
HERREEERZERSER -

EHEXARLT
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28. RESERVES 28. f# &
Investment Special
property capital
Contribution revaluation reserve Accumulated
from Share reserve 1&1l Exchange  (losses) profits
shareholders premium REn% KA resene Zit Total
RRxE KA EE EfiRfE REIRI EifiE (BB EA @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAx THL Thx ThR Thx Thx THT
THE GROUP L]
At st enuary, 2003 H-28=£-5-R - 66250 - - - () (176800)
Exchange difference on translation of RERNER
overseas operations CERER - - - - (31) - (311)
Surplus on revluation Eft B - - 4000 - - - 4000
Share of increase in associates' resenves TEERERE
for the year DERELN - - 59% - - - 5934
Deferted taration labilty arising on EffRENEREL
revaluation of investment praperties ZEEHEEE - - (683) - - - (683)
Net gain not recognised in the ARBERRD
income statement LhERE - = 9251 = (1) = 8940
Capital reduction (Note b) KRR (HEED) - - - 51,511 - 245025 296,53
Shares issued at premium NEBRTRG - 376,667 - - - = 376,667
Bxpenses of the Asset Transaction (Note 2) BERS BT (W) (2061) - - - - - (061)
Avising on acquistion and disposal of REEERAUER
subsidiaries under the Asset Transaction HEWBAAMEE 122,131 - - - - - 122,131
Avising on realisation of reduced capital HEWBARRZRCHE
on disposal of subsidiaries (Note c) RAFTEE (Hzo (3209) - - 3209 - - -
Loss for the year rEEER - - - - - (204) (204)
116,861 376,667 = 54720 = 244821 793,069
At 315t December, 2003 RZBE=fE
+zB=1-H 116,861 917 9251 54720 G11) 1701 625,139

CHI CHEUNG INVESTMENT COMPANY, LIMITED  Annual Report 2004




Notes to the Financial Statements

For the year ended 31st December, 2004

28. RESERVES (cont'd)

THE GROUP
At 1st January, 2004

Exchange difference on translation of
Overseas operations

Surplus on revaluation

Share of increase in associates' reserves
for the year

Deferred taration libilty arising on

revaluation of investment properties

Net gain not recognised in the

income statement

Revaluation reserve released on disposal
of investment properties

Revaluation reserve released on disposal
of associates' properties

Deferred tax liabilfty released on disposal
of investment properties

Taxadjustment on disposal of properties
held for development prior to
the acquisition of the subsidiaries
in the Asset Transaction (Note €)

Loss for the year

At 315t December, 2004

The accumulated (losses) profits of the Group include profits of approximately

558
R-ZERE-RA-A

REBNER
EREE
LYt
REEELKE
NaREED
ERRENEEE
ZELHELE

RRYERER
LHEER

HERENER
BR2ERGE
HEREATNXE
BR2ERGE
HERENZBER
LEEHEAR
EEERATUE
HEAFAALE
BFRRYE
RERE (Hite)
AEERR

R-ZEME
t=A=1-#H

PRSP RE

HE-SFMF+=A=1—AILFE

28. f# & (&)
Investment Special
property capital
Contribution revaluation reserve Accumulated
from Share reserve 1&1l Exchange  (losses) profits

shareholders premium kanx KRR resenve Zit Total
RREE RHEE EfiRfE ReERI EiffE (BB EA &3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TR TR TR TER
116,861 442917 9,251 54720 (31) 1,701 625,139
= = = = 311 = 31

= = 3695 = = = 3,695

= = 56,014 = = = 56,014
- - (606) = - - (606)

= = 59,103 = 311 = 59414
- - (3:454) - - - (3454)
- - (168) - - - (168)

= = 1013 = = = 1013
(578) - - - - - (578)
- ; - . = (167678) (167678)
(578) = (2609) = = (167678)  (170865)
116,283 442917 65,745 54720 = (165977) 513,688

HK$7,769,000 (2003: HK$51,000) attributable to associates.

AKEZ R (FR) AR QEBE D AREER

#77,769,000/8 T (ZFEZ =4 : 51,0008 T) °

ZEENFFH

EHEXARLT
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28. RESERVES (cont'd)

28. & (4&)

Investment Special
property capital
Contribution revaluation reserve Accumulated
from Share reserve 1&1l Exchange  (losses) profits
shareholders premium REn% KA resene Zit Total
RREE KA EE EfiRfE RERI EifiE (BB EA @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER TR TR TR TR TER
THE COMPANY KA
At st enuary, 2003 H-28=£-5-R - 66,250 - - - ss)  (178T)
Capital reduction (Note b) Bl A (HEED) - - - 51,511 - 245025 29653
Shares issued at premium NEBETRA - 376,667 - - - = 376,667
Bxpenses of the Asset Transaction (Note 2) BERS BT (W) (2061) - - - - - (061)
Avising on acquistion and disposal of REEERAUER
subsidiaries nder the Asset Transaction HEMBAAMES 12230 - - - - = 122304
Avising on realisaton of HEWBATRER
reduced capita on disposal BHARKFEE
of subsidiaries (Note ¢) (o) (3209) - - 3209 - - -
Proftfor the year REERH - - - - - 5,349 5349
At 315t Decermber, 2003 and RZB5=F
Tt January, 2004 tZA=+-BR
“EIME-F-R 117054 917 - 54720 - 5349 620040
Loss for the year rEEER = - - - - (108,553) (108553)
At 315t Decerber, 2004 RZBENE
+zB=1-H 117054 w917 - 54720 - (m3204) 5148
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28.

Notes:

@

®)

©

@

©)

RESERVES (cont'd)

Asset Transaction

On 11th February, 2003, the Company and Jumbo Legend Limited, a wholly-
owned subsidiary of the Company, entered into a sale and purchase agreement
with Chinese Estates Holdings Limited (“Chinese Estates”) relating to, among
other things, the purchase of a group of wholly-owned subsidiaries of Chinese
Estates, which held direct or indirect interests in various properties, and the sale of
Super Series Limited (“Super Series"), a wholly-owned subsidiary of the Company
which held 100% indirect interest in the development project of Manhattan
Avenue (the "Asset Transaction”). The Asset Transaction was completed on 7th
November, 2003 and resulted in the acquisition of seven investment properties
interests located at Hung Hom; Mong Kok; Sha Tin; Tuen Mun; Kwun Tong; Kwai
Chung and Tsim Sha Tsui in Hong Kong and six other properties interests located
at Clear Water Bay; Ma Yau Tong; Hung Hom in Hong Kong and Tianjin; Panyu;
Shantou in the People’s Republic of China respectively.

As part of the capital reorganisation, an order on petition dated 7th October, 2003
(the “Order") was issued by the High Court of Hong Kong Special Administrative
Region of the People’s Republic of China in connection with the reduction of the
capital of the Company for an amount of HK$296,536,273. Pursuant to the Order,
the Company applied HK$245,024,687 to eliminate its accumulated losses as at
31st December, 2003 while the remaining balance of HK$51,511,586 was
included in a “Special Capital Reserve I" account.

The Order further stated the Company undertakes that any future recoveries of the
advances to Super Series Limited, a former wholly owned subsidiary of the
Company, which was disposed under the Asset Transaction, beyond their written
down value has to be credited to “Special Capital Reserve II". Accordingly, the gain
on disposal of Super Series was included in this reserve.

The Company shall at liberty to apply the Special Capital Reserve | and Il for the
same purposes as share premium account may be applied.

The amount represented adjustment on tax liability of a subsidiary acquired under
the Asset Transaction from Chinese Estates in November 2003.

PRSP RE
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28.

B

@

®)

©

@

©)

ZEENFFH

it (&)

BERS

R-ZBZ=F_F+—H  AQAAREDLAZZ
& Fff /8 2 BJumbo Legend Limited€2 Chinese Estates
Holdings Limited (T2 AB2 ) 5T — ) B & %
RAEE (HPER BEZEAEX—H2EWR
DA (ZEWBARSEZEYECEERME
%) o URHEERAT 22 EHE D FSuper Series
Limited ([ Super Series]) (3% 2 8% A& Manhattan
AvenueZfR18 B 2 10000 E1E%) ([BEXS]) ©
EEXRZER-BZ=F+—BAtHER  ALE
Mo BB RE SR - A DE > HF
B EBRRRADENTEREMERS R
REBENE - BHE - ABMRPBEZRED
EBTRIENNAEL MY ERES -

EARAEA 7 > PEARENEAS B
THESSERR=ZZ=F1+ At AFEIREK
A FMRA296,5362738 Tz 2R TS ([W
1) o RIEWS - AATEMA 245,024,687 Tl
HER-—ZTZ=F+-A=+—-AZEEE "
BRT51,511,586/8 i A [45BIRAEEIIRE ©

BRAREAATBALERERSFEATER
BEEXRSHE 2R £ &K B 2D S Super Series
Limited 2 FIBR HE B MR 2 BE » AISH 2
BEBAMSRIRAEEE o Bt - HESuper Series
Limitedz W 2% B 8 A ZIE 15 o

AATARERARGEERERAZERSNE
AR AFEIRI

HREBEERBEEXZN-_ZE=F+t—-A@R%
ABEWBEHRBAREHBRAGEREZAE -

EHEXARLT
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29. ACQUISITION AND DISPOSAL OF SUBSIDIARIES 2. RBEERSZWERH

UNDER THE ASSET TRANSACTION EWE LA
THE GROUP REHE
Summary of the net effects of acquisition and disposal of subsidiaries under TREBI-ZZ=FARBEEXZIWBRLEE
the Asset Transaction during 2003 was set out below. MELARZFELE -
2004 2003
HK$'000 HK$'000
FTERT FTET
Net assets acquired: WEEEFE :
Investment properties REW* - 62,150
Property and other fixed assets MEREMEEEE = 4
Property held for development HEBRYE - 3,800
Property interests held for development BIERRZ2MERR - 197,937
Interests in associates e A RER - 274,715
Properties held for sale BFEHEWE - 41,100
Debtors, deposits and prepayments FEWERE « RERFBFRIE - 4,040
Taxation recoverable AT Uy B % 18 - 15
Bank balances and cash RITHEBEERS - 33,068
Creditors and accruals EBNERERESER - (3,005)
Advance from an associate ol NETE- - (11,889)
- 601,935
Arising on acquisition and disposal of subsidiaries REBEEEXZWER
under the Asset Transaction (Note) HEMB LB RELE (M) - (122,131)
= 479,804
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29. ACQUISITION AND DISPOSAL OF SUBSIDIARIES 2. RBEERSFWERH

UNDER THE ASSET TRANSACTION (cont'd) EWB LT (&)
THE GROUP (cont'd) REE (E)
2004 2003
HK$'000 HK$'000
FER FTiERT
Satisfied by: TR
Net assets of subsidiaries disposed of: HEZHBAREEFHE
Properties under development for sale BRPSEWE - 146,672
Debtors, deposits and prepayments FEUWERE « RERBNRIE - 34,004
Bank balances and cash RITEBREERS = 75,136
Creditors and accruals BNERERESER - (154,903)
- 100,909
Issue of shares BTG - 378,895
— 479,804
Net cash outflow arising on acquisition and WERLERBARESLE
disposal of subsidiaries: ZEESREERE
Bank balances and cash acquired B ZRITESRRRS - 33,068
Bank balances and cash disposed of FIEEZRTEHRRES - (75,136)
Net outflow of cash and cash equivalents ReRhBESEREERLEFE - (42,068)

Note: The subsidiaries were acquired from Chinese Estates Group. The excess of the fair Mz : ZEMBRADWBEEAEREE - TREZ

value of the net assets acquired over the consideration paid was treated as BEEFECLATEEEBREZBORRBEAE
contribution from Chinese Estates Group and credited to equity as ‘Contribution X(EBOTEWBERREZRFANRFEE] -

from shareholders’.

The subsidiaries acquired in November, 2003 under the Asset Transaction did R-BE=F+ - ARBEEXZWEZHNERQ

not contribute significantly to the Group's results for 2003.

ASAEEC-ZET=FXBUBREREH -

The subsidiaries disposed of during 2003 contributed profits of HK$193,000 to REIZBZE=ZFREEZHBRARAAELERAZ=F
the Group's results for 2003 and these subsidiaries had no turnover in 2003. E=FEEEHRER193,000/8TT ; ZEHBA T

E-EE=FUEHBEXEE -
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For the year ended 31st December, 2004 BE_TTWFT —A="1—HIFFE
30. DISPOSAL OF A SUBSIDIARY 30. HEME QA
THE GROUP KEME
Summary of the effects of disposal of a subsidiary during 2003. REIZBZE=ZFRHENBRARZEEMRE
2004 2003
HK$'000 HK$'000
FTET FTET
Net assets disposed of: HEZEEFEHE:
Investment properties REWE - 950
Creditors and accruals BT IRE R ERTE R = 4)
— 946
Loss on disposal of a subsidiary HEMB QR ZEE - (826)
- 120
Satisfied by: LTFHARFRERAM
Cash consideration RENRE - 120
Cash inflow arising on disposal: HEEEZRERA :
Cash received 2WRE - 120

The subsidiary disposed of during 2003 did not contribute significantly to the RIEE=FALEZHBAREAEEZ-F
Group's results for 2003. EZFEBWBERERH -
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For the year ended 31st December, 2004

31. OPERATING LEASE COMMITMENTS

31. EERYEIE

THE GROUP AS LESSEE REBEERAEA
2004 2003
HK$'000 HK$'000
FER FTiERT
Minimum lease payments under operating leases REFEEBERIENHE
in respect of office premises during the year ZEEMANRRES 63 75

At the balance sheet date, the Group had outstanding commitments under

non-cancellable operating leases, which fall due as follows:

REHER  AEETHBUHE EHEN 2 REBK
ERTHHEEMS -

2004 2003

HK$'000 HK$'000

TR TR

Within one year —FR 58 15
In the second to fifth year inclusive F_EERLF (BEREEWE) 10 -
68 15

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

its office premises. Lease is negotiated for a fixed term of two years.

THE GROUP AS LESSOR
Property rental income earned for the year was approximately HK$5,715,000
(2003: HK$890,000) *

At the balance sheet date, the Group had contracted with tenants for the

following future minimum lease payments:

EXANEERTEEMHREETROIZWEEN
2T - HAEWMFEF R o

KEFEBHHEA
FRABRBM2MERSKALS57150008 T (ZF
F =4 : 890,000/8 T) o *

REER  AEBEERTH ARRKELEBES
HEE

2004 2003

HK$'000 HK$'000

TR FTET

Within one year —FR 1,291 3,267
In the second to fifth year inclusive E_EZERF(BREEWE) 839 522
2,130 3,789

ZEENFEFE EHEFXFERLT
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31. OPERATING LEASE COMMITMENTS

& Certain of the Group's investment properties and properties held for sale, with
carrying amounts of approximately HK$35,665,000 and HK$12,304,000,
respectively were disposed of during the year. The remaining properties are
expected to generate rental yields of 16.9% on an ongoing basis. Part of the
properties held have committed tenants not exceeding approximately two and a

31. EERYEIE

= FR > AE@EE TEREES 54 35,665,000 7T

R 123040008 T2 REVERBFELEEYWEE
BEHE - ESYEFEHRKFEEE 16.9%NHS
BlRE - FRHFE2YWEHERBFT I FER
W2/ FE 2R -

half years.
32. COMMITMENTS 32. AIE
THE GROUP REHE
Capital commitments
B ARRISE
2004 2003
HK$'000 HK$'000
FER FiERT
Capital expenditure in respect of the EHESEERCE A F
acquisition of property interests held for BiE BEWBRHERE
development contracted for but not CUIERR 2EREE
provided in the financial statements - 23,563
Commitments in respect of development 2 5T #1818 R R B 7§ 3R &
expenditure of properties held for development BiE AEEEEAFERRE
in Hong Kong contracted for but not MR X 2 e
provided in the financial statements 506 =
506 23,563
THE COMPANY

The Company did not have any significant capital commitments at 31st
December, 2004 and 2003.
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33. RETIREMENT BENEFITS SCHEMES

THE GROUP

The Group operates a Mandatory Provident Fund Scheme (the ‘MPF Scheme”)
for all qualifying employees. The assets of the MPF Scheme are held separately
from those of the Group in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs to the MPF Scheme, which

contribution is matched by employees.

The total cost charged to the income statement of approximately HK$41,000
(2003: HK$9,000) represents contributions payable to the MPF Scheme by
the Group in respect of the current accounting year.

34. POST BALANCE SHEET EVENT

On 24th January, 2005, the Company entered into a placing agreement with
its placing agent to place 56,460,000 shares of the Company at HK$0.95 each
(the “Placing”). The Placing was completed on 2nd February, 2005 and the net
proceeds of approximately HK$52.8 million from the Placing.

35. RELATED PARTY TRANSACTION

THE GROUP AND THE COMPANY

By a sub-lease agreement dated 29th March, 2004 entered into between the
Company and Chinese Estate, Limited (“CEL"), a wholly-owned subsidiary of
Chinese Estates, CEL agreed to sub-lease to the Company the office premises
at Room 103, Tst Floor, MassMutual Tower, 38 Gloucester Road, Wanchai,
Hong Kong on normal commercial terms for two years commencing from 1st
March, 2004 to 28th February, 2006 at a monthly rental of HK$4,837.

This related party transaction also constituted continuing connected transaction-

de minimis transaction, as defined in the Listing Rules.

PRSP RE
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33. 3R K48 R 5T &

rEE

FEEAMEREREERY —HBHMELAES
B (GRBEEFTE]) - BESTHEERARD
EEDHETAIHEE - AEERBERIE
ERTE S FT BIE LS00l - ERESPIEZ AR
B

RRERNB 2 ARENE41,0008 T (ZEE=
£ 90008 T) NAEERASTEERMNE
BastElzHmx e

3. #HBARER

R-ZBERF-A=-1+HNA AQAFHEEFER
BIIYREHE  UEBR0SEBETEMERD A
56,460,000 IR 7 (TERE]) - KER=-ZZTHF
“A-HEH MEERMSREIFELR
52,800,0003 JT °

5. BEALIRS

REFRERF
BEADNREEABEZZ2ENBLREABSE
BRAR (EE)R=ZENF=A=+ BT
YzHHEHZE EBERER-REERIEDED
AN REBEFELITEISEEEEENE
BIBEZEFEYE AR -—"ZTTNF=A
—BREZZEZEXRF-AZTNHLWF - A
54,8378 TT ©

ZEEAT RSB ETRNERTERITER
BAITRZREEHRRAERS °

ZEENFEFE EHEFXFERLT
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For the year ended 31st December, 2004 E_TEWFEF = A=1T—HIFFE
36. PARTICULARS OF PRINCIPAL SUBSIDIARIES 36. TEMB R A F1E
The Directors are of the opinion that a complete list of the particulars of all EZERRIE2BHBLARNERESREEBRN

subsidiaries would be of excessive length and therefore the following list TR #lt» TRAKENR-ZTZTWE+=A=
discloses only the particulars of those subsidiaries as at 31st December, 2004 T-HEAREBEEREEREESECHE
which principally affect the results or assets of the Group. nREZFHE -

Proportion of

Class of share  Fully paid nominal value of paid-up
Place of /registered  share capital/ capital/ registered capital
incorporation capital held  registered held by the Company
or operation fi%  capital NG
Name of subsidiary MR R/ Fm #MERES BERA/ZEMBA Principal activity
MEAR AR LA EXxER  HERRAE HEZAEDL TEXK
Directly  Indirectly
H#E B}
Shantou Royal Garden PRC Registered  RMB34,504,540 = 100% Property development
Company Limited## H capital AR #34,504,5407T MEBR
WETBETERRD A4+ HEMER
Comford Tower Limited Republic Ordinary ~ US$1 = 100% Investment holding
of Liberia EBEKR 1ER RELER
R BHHA
Country Homes Limited Hong Kong Ordinary ~ HK$200 = 100% Property development
E EEKR 2008 MEERE

Non-voting ~ HK$164,400
deferred ordinary 164,400 7T
ERERE
BEEEBER
Non-voting ~ HK$1,000
deferred founder 1,000 7T

BRRE
BRI AR
Country Honour Limited Hong Kong Ordinary ~ HK$2 - 100% Property development
EBHERAH 0 EER 28Rn MEBE
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Notes to the Financial Statements B FE SRR I RE

For the year ended 31st December, 2004 HE_FFMF+-A=+—HIFE
36. PARTICULARS OF PRINCIPAL SUBSIDIARIES 36. TEM B R A FE (&)
(cont'd)
Proportion of
Class of share  Fully paid nominal value of paid-up
Place of /registered  share capital/ capital/ registered capital
incorporation capital held  registered held by the Company
or operation i capital N =3
Name of subsidiary A R/l #MERES BERA/ZEMBA Principal activity
WEARERE R EXxER  HEBRAE HEZEDL TEXK
Directly  Indirectly
H#E &
Farnell Venture Inc. British Virgin Islands ~ Ordinary ~ US$1 - 100% Investment holding
RBARRES BER xR REZRK
First Castle Limited British Virgin Islands/  Ordinary ~ US$1 - 100% Property investment
Hong Kong BER 1ER MERE
KBABRES/
b
Konshing Enterprises Limited Hong Kong Ordinary ~ HK$1,000 - 51% Property development
BEREEERLE BE EER 10008 T MEBR
Lucky Guide International Hong Kong Ordinary ~ HK$2 - 51% Property investment
Limited b EBER 28 MERE
BHEBRERLE
Moregift Investments Limited Hong Kong Ordinary ~ HK$10,000 100% - Property holding
B ZEKR 10000 7T NEFE
Sanewing Investments Limited Hong Kong Ordinary ~ HK$10,000 - 100% Property investment
ERBRERRAF BE LER 10000 T NERE
Union Spark Investment Limited Hong Kong Ordinary ~ HK$2 - 100% Investment holding
FHRREERLF & EER 2%Ex REZRK
View Success Investments Hong Kong Ordinary ~ HK$2 - 100% Property investment and
Limited N EER 28R trading
RFREERAT NEREREE
## Wholly foreign-owned enterprise #H HNEBEDLE

None of the subsidiaries had any loan capital subsisting at the end of the year o042 {00 Y JBB 2 B IR 5 468 B R A F 2 AT g
or at anytime during the year. BEEEFNEERSE -
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For the year ended 31st December, 2004 BE_TTWFT —A="1—HIFFE
37. PARTICULARS OF PRINCIPAL ASSOCIATES 37. TRBMEDNTFHB
Percentage

Place of of equity

incorporation attributable

and operation to the Group
Name of associate = i AR 32 AEBE Principal activity
BE AR EE AR B REE DL FTEEK
Earn Elite Development Limited Hong Kong 50% Property investment
BABRARLT 58 MERE
Finedale Industries Limited Hong Kong 331/.% Property investment
EHEXERAQA b MERE
Healthy Point Limited Hong Kong 50% Property investment
BHEBRDA 58 MERE
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