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NOTES TO THE FINANCIAL STATEMENTS Bf#&3R KR KMIzE
31 December 2004 = ZEEMF+=H=+—H

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liabilities and its shares are listed on
The Stock Exchange of Hong Kong Limited.

The Company is an investment holding company. Its
subsidiaries are principally engaged in property
development, property management and investment
holding.

BASIS OF PREPARATION
Going concern basis

At 31 December 2004, the Group had net current liabilities
of approximately HK$1,082,675,000 (2003:
HK$1,075,900,000). In addition, the Group had overdue
short term borrowings together with relevant interest of
HK$45,144,000 (2003: HK$100,234,000). The directors
have been (i) in negotiations with new or existing bankers
and third parties with a view to obtaining new facilities and/
or renewals of the existing facilities granted to the Group;
and (ii) closely monitoring the disposal of properties to raise

funds.

The directors have considered the liquidity of the Group in
light of the above and the funding requirements of the
Group for the foreseeable future. The directors believe that
the Group will be able to raise sufficient funds to meet its
financial obligations and liabilities and funding
requirements for the development of the Group's property
projects. The directors expect that the Group will be able
to generate moderate profit and sufficient cash flow from
the aforesaid projects to support the Group’s financial
requirement. Accordingly, the financial statements have
been prepared on a going concern basis.
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30

PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong
Kong. The financial statements have been prepared under
the historical cost convention as modified for revaluation
of investment properties.

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

The Group has commenced an assessment of the potential
impact of these new HKFRSs but is not yet in a position to
determine whether these HKFRSs would have a significant
impact on its results of operations and financial position.

The principal accounting policies adopted are set out
below.

(a) Basis of Consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries made up to 31 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
within the Group are eliminated on consolidation.

(b) Goodwill

Goodwill represents the excess of the cost of
acquisition over the Group's interest in fair value of
the identifiable assets and liabilities of a subsidiary at
the date of acquisition.

Goodwill arising on acquisition is capitalised and
amortised on a straight-line basis over its useful
economic life.

On disposal of a subsidiary, the attributable amount
of unamortised goodwill is included in the
determination of profit or loss on disposal.
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NOTES TO THE FINANCIAL STATEMENTS Bf &Rk Mz
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o

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(c)

(d)

Negative Goodwill

Negative goodwill represents the excess of the
Group's interest in the fair value of the identifiable
assets and liabilities of a subsidiary at the date of
acquisition over the cost of acquisition.

Negative goodwill is presented as deduction from
assets and will be released to income based on an
analysis of the circumstances from which the balance
resulted.

To the extent that the negative goodwill is attributable
to losses or expenses anticipated at the date of
acquisition, it is released to income in the period in
which those losses or expenses arise. The remaining
negative goodwill is recognised as income on a
straightline basis over the remaining average useful
life of the identifiable acquired depreciable assets.
To the extent that such negative goodwill exceeds
the aggregate fair value of the acquired identifiable
non-monetary assets, it is recognised as income
immediately.

On the disposal of a subsidiary, the attributable
amount of unreleased negative goodwill is included
in the determination of the profit or loss on disposal.

Subsidiaries

A subsidiary is a company in which the Company
directly or indirectly, controls more than half of its
voting power or issued share capital or controls the
composition of its board of directors. A subsidiary is
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.

Investments in subsidiaries are included in the
Company’s balance sheet at cost less provision for
impairment loss, if necessary. The results of
subsidiaries are accounted for by the Company to the
extent of dividends received and receivable during
the year.
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3. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 3. EEEIHERGE
(e) Revenue Recognition (e) Waim2tE:R
(i)  The recognition of revenue and profits from the iy MRERAEEERSY
sale of properties under development in advance B 2WmKENT
of completion commences when a legally REBETEABERORD
binding contract of sale has been executed. The ZHESHNRFER - ¥
revenue and profits recognised in a year are a B — B F E R R 2 W
proportion of the total revenue and profits i N oga A T 7% A B 7R 1
expected on completion. The proportion used AU Rom Az — @t
being the percentage of the construction costs Bl > PR AL B 5 4R RS
incurred at the end of the year to the estimated CEL 2 EBERAEE
total construction costs on completion (with due AR AF R ER SE R N (B
allowances for contingencies). The profit so B SAREEEL 2B
recognised is restricted to the amount of ERE) 2B o alt
installments received. BRZaEMAB Wz 7

HIRIRRIR -

When purchasers fail to pay the balances of the fisd B 75 1A 7% A RF R BE
purchase price on completion and the Group TREBZBREMmMASE
exercises its right to resell the property, sales BITEEELIEEY
deposits received in advance of completion are ¥ RIRERAIE AR
forfeited and credited to profits from operations ZIHERT TR
or withheld until re-sale of the property; any I A BRIEREE BN
profits recognised so far are reversed. REEEEZWE =
TR EREF T
o e

(i) Revenue in respect of sale of completed (il HESERMWEFBK
properties is recognised upon completion of sale AR E 1% 7T RS T
agreements. LAFERR °

(iii) Rental revenue and other revenue incidental to (i) HEWAREMEALEFR
the letting of properties are recognised on a MIEBE 2 MR Z WA TS
straightline basis over the periods of the BEEEBEZHEHMNESR
respective leases. SEHERD ©

(iv) Interest income is recognised on a time- (iv) MEWRZAKEEZELRE
proportion basis on the principal outstanding and BRBERAANE  REE
at the rate applicable. 2 ECEAERER

() Segment Reporting () HERE

In accordance with the Group internal financial RBEAREE 2 AEBI SRR

reporting, the Group has determined that business REENGEE D FHIER R

segments be presented as the reporting format. e
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NOTES TO THE FINANCIAL STATEMENTS Bf &Rk Mz
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o

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(f)

(9)

(h)

Segment Reporting (Cont'd)

Unallocated costs represent corporate expenses.
Segment assets consist primarily of fixed assets,
receivables and operating cash and mainly exclude
non-operating cash and corporate properties.
Segment liabilities comprise operating liabilities and
exclude items such as corporate borrowings.

Staff Retirement Benefits

Costs of staff retirement benefits are recognised as
an expense in the period in which they are incurred.

Co-operative Joint Ventures in the PRC

Co-operative joint ventures are Sino-foreign joint
ventures in respect of the partners’ profit sharing ratios
and share of net assets upon the expiration of the
joint venture periods are not necessarily in proportion
to their capital contribution ratios but are as defined
in the joint venture contracts. The Group's investments
in co-operative joint ventures are accounted for as if
they are subsidiaries of the Company by virtue of the
fact that the Group has control over the boards of
directors of the joint ventures and/or undertakes the
rights and obligations in terms of the business
operations.

Investment Properties

Investment properties are interests in land and
buildings in respect of which construction work and
development have been completed, and are held for
their long-term investment potential, any rental
income being negotiated at arm’s length. Investment
properties are stated at annual professional valuation
at the balance sheet date. Changes in the value of
investment properties are dealt with as movements
in the investment properties revaluation reserve. If the
total of this reserve is insufficient to cover a deficit on
a portfolio basis, the excess of the deficit is charged
to the income statement. Any subsequent revaluation
surplus is credited to the income statement to the
extent of the deficit previously charged. On disposal
of an investment property, the balance on the
investment properties revaluation reserve attributable
to that property is transferred to the income
statement.
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NAM FONG INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS Bf &Rk Mz
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o

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(i)

()

(k)

Investment Properties (Cont'd)

Investment properties are not depreciated except
where the unexpired term of the lease is 20 years or
less, in which case depreciation is provided on the
carrying amount over the remaining term of the lease.

Properties Held for/under Development

Properties held for/under development for long-term
purposes are stated at cost less impairment losses.

Properties held for/under development for sale, the
pre-sale of which has not commenced, are included
in current assets at the lower of cost and net realisable
value.

Properties held for/under development for sale, the
pre-sale of which has been executed, are included in
current assets at cost plus attributable profits less sales
installments received and receivable and provision for
any foreseeable losses.

Cost of properties in the course of development
comprises land cost, fees for land use rights and
development costs including attributable interest and
professional charges capitalised during the
development period.

Net realisable value is determined by reference to
sales proceeds of properties sold in the ordinary
course of business less all estimated selling expenses
after the balance sheet date, or by management
estimates based on prevailing market conditions.

No depreciation is provided on properties held for/
under development. Depreciation of these properties
commerces when the properties are ready for their
intended use.

Inventory of Completed Properties

Inventory of completed properties are included in
current assets at the lower of cost and net realisable
value. Cost comprises land cost, fees for land use
rights and development costs including attributed
interest and charges capitalised during the
development period, and is determined by
apportionment of the total costs attributable to the
unsold properties.
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NOTES TO THE FINANCIAL STATEMENTS Bf &Rk Mz
31 December 2004 —ZEZEF{=—H=+—H

o

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

()

(m)

Fixed Assets and Depreciation

Fixed assets are stated at cost less accumulated
depreciation and accumulated impairment losses, if
any. Fixed assets are depreciated at rates sufficient to
write off their cost less residual value over their
estimated useful lives on a straight-line basis. The
principal annual rates are as follows:

Office equipment, furniture
and fixtures
Motor vehicles

20% to 25%
15% to 20%

Major costs incurred in restoring fixed assets to their
normal working condition are charged to the income
statement. Improvements are capitalised and
depreciated over their expected useful lives to the
company.

The gain or loss on disposal of fixed assets is the
difference between the net sales proceeds and the
carrying amount of the relevant asset, and is
recognised in the income statement.

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that these 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. Impairment losses are
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.
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o

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(n)

(o)

(p)

Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, 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.

All other borrowing costs are charged to the income
statement in the year in which they are incurred.

Provision and Contingencies

A provision is recognised when there is a present
obligation, legal or constructive, as a result of a past
event and it is probable (i.e. more likely than not) that
an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.
Provisions are reviewed regularly and adjusted to
reflect the current best estimate. Where the effect of
the time value of money is material, the amount of a
provision is the present value of the expenditures
expected to be required to settle the obligation.

Contingent liabilities are not recognised in the
financial statements. They are disclosed unless the
possibility of an outflow of resources embodying
economic benefits is remote. A contingent asset is
not recognised in the financial statements but
disclosed when an inflow of economic benefits is
probable.

Operating Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the leasing company
are accounted for as operating leases. Rentals
payables under such operating leases are accounted
for in the income statement on a straight-line basis
over the periods of the respective lease.
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NOTES TO THE FINANCIAL STATEMENTS Bf &Rk Mz
31 December 2004 —ZEZEF{=—H=+—H

o

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(q)

(s)

Foreign Currency Translation

Foreign currency transactions are translated into Hong
Kong dollars at the rates of exchange ruling at the
dates of the transactions. 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 assets and liabilities of the
Group's subsidiaries 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 fluctuation reserve. Such translation
differences are recognised in the income statement
in the period in which the subsidiary is disposed of.

Related Party

Two parties are considered to be related if one party
has the ability, directly or indirectly, to control the other
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control or common significant
influence.

Income Tax

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

Deferred tax is provided, using the liability method,
on all temporary differences at the balance sheet date
arising between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes. Tax rates enacted or substantively enacted
by the balance sheet date are used to determine
deferred tax.
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NAM FONG INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS Bf &Rk Mz
31 December 2004 —ZEZEF{=—H=+—H

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 3. EEEEERGE
(s) Income Tax (Cont'd) (s) Frig®i (@
Deferred tax liabilities are provided in full on all taxable EERIAE BT R TE RS
temporary differences while deferred tax assets are ERZ=R2BFLHERE - ME
recognised to the extent that it is probable that future FERLIRE E AN B R IER R
taxable profits will be available against which the MATRE AN T R =R T
temporary differences can be utilised. LAHERT o
(t) Employee Benefits t) EEEH
(i)  Salaries, annual bonuses, paid annual leave, and iy e FERA -FF
the cost to the Group of non-monetary benefits FERERAEEFCER
are accrued in the year in which the associated MR A EBRE
services are rendered by employees of the REMERE 2 FES
Group. Where payment or settlement is deferred B o fif L RIESHEF
and the effect would be material, these amounts BEXZAREM mA
are stated at their present values. BEEBEN  AZE

FIEGREREAR

(i)  Contributions to Mandatory Provident Fund as iy BHEARFELAEESFE
required under the Hong Kong Mandatory RGN E 2 BHIMEDE
Provident Fund Schemes Ordinance and a state- SHRRFPEARLMN
sponsored retirement plan organized by ([ El]) ERREH
municipal government as stipulated by the ™ BT AR 8 2 Bl R K
regulations of The People’s Republic of China PRI N ELRE
(the “PRC") are recognized as an expense in the WmRERAERS  E
income statement as incurred, except to the BREEFERAM E AR
extent that they are included in the cost of BRAFXZ ZEREAIR
inventories not yet recognised as an expense. I o

(iii) Termination benefits are recognised when, and (i) RIEEBEANERAE
only when, the group demonstrably commits BEGEXMmMFMA2T
itself to terminate employment or to provide ERFAEBEATREZ
benefits as a result of voluntary redundancy by BRT  ARERAL
having a detailed formal plan which is without 8 A3 R ERE B B B A
realistic possibility of withdrawal. BleEmREHENE - &

THER ©
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NOTES TO THE FINANCIAL STATEMENTS B &3 3% Mz
31 December 2004 —ZEZEF{=—H=+—H

o

EABEREZERERLDE

PRINCIPAL ACCOUNTING POLICIES (Cont'd) 3. EEEEXGE
(u) Share Option Scheme (u) EBBRHESHEI
The financial impact of share options granted is not REBRE 2 M ERITE
recorded in the Company’s or the Group'’s balance BRER S RBEARTRA
sheet until such time the options are exercised, and EBCEEARBR  HIEE
no charge is recorded in the income statement or WERHEEEERMERER
balance sheet for their cost. Upon exercise of the share AN o BITEBIRER - ARF
options, the resulting shares issued are recorded by SREHEBITRORERAE
the Company as additional share capital at the nominal EIMEFIBRA ; EBRITE
value of the shares, and the excess of the exercise EeRROEEE - BIAXRAF
price per share over the nominal value of the shares BRERITEEEROEEZ
is recorded by the Company in the share premium ER ARMDRER c BITHE
account. Options which are cancelled or which lapsed HJEmAT S s A M BB IR
prior to their exercise date are deleted from the SR ARTEBRESTH
register of outstanding options and have no impact A= HikaRKEEERE
on the income statement or balance sheet. RIWESE o
TURNOVER AND REVENUE 4. BEHRBA
Turnover and revenue consisted of: EXRBERBRAERE
2004 2003
—EBTNE —ZTT=F
HK$'000 HK$'000
F#ExT FEx
Turnover: ey
Proceeds from sales of properties SHEY X FTSFIE
Completed properties [E5E9247/ES - 1,823
Investment properties REME 40,571 -
Rental income AEWA 19,064 10,236
59,635 12,059
Other revenue: HWA -
Interest income FEWA 2 3
Reversal of provision for BEEREBRT
impairment loss on properties YR ERE
held for/under development Biam 19,431 33,100
Others HAth 4,434 4,051
23,867 37,154
83,502 49,213
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NOTES TO THE FINANCIAL STATEMENTS B 7& 3R 3% iz
31 December 2004 —ZEZEF{=—H=+—H

5. SEGMENT INFORMATION 5. HE&EH
A segmental analysis of the Group’s principal activities is REBUERERED BERHT
as follows: W
The Group
I by 1] I I
Property sales Property renta Tota
ks hake e
2004 2003 2004 2003 2004 2003
“FENE C—BECEF CFFME C—EE-F ZRENE CEE=F
HK$'00_0 HK$100_0 HK$'00_0 HK$'00_0 HK$'00_0 HK$100_0
TiER Fix TiER Tin TiER TiEn
By principal activities NEEXH
Turnover BXH
External revenue HIMEA 40,571 1,823 19,064 10,236 59,635 12,059
Results ]
Segment result PEEE (41,698) (38,402) 7,565 (2,743) (34,133) (41,145)
Gain on disposal of HEBEEE
fixed assets & 165 -
Gain on disposal of HERENE
investment in INGILE
subsidiaries - 40,358
Other revenue He A 2,971 3,822
Unallocated corporate KA BARRX
expenses ~ (19,492) (14,878)
Finance costs HMEER (4,403) (2,964)
Loss before tax BHAIER (54,892) (14,807)
Taxation HE = 9,105
Net loss attributable to ~ BREREMLEIEFR
shareholders (54,892) (5,702)
Assets BgE
Segment assets PEEE 423,004 390,508 737,650 853,826 ~ 1,160,654 1,244,334
Unallocated corporate KA BARERE
assets 1,754 2,522
Consolidated total assets FAEEE 1,162,408 1,246,856
Liabilities
Segment liabilities PEER 421,131 539,940 62,223 57873 483,354 597,813
Unallocated corporate ~ RABAREE
liabilities 621,385 492,094
Consolidated total GRBas
liabilities 1,104,739 1,089,907
Other information HihEH
Capital expenditure BARX 2,068 14,180
Depreciation e 51 84

HRAEEZEE - AfF - €%5H
K& gia 9 i o B R A 5 B
5 AU EFTI A E D 2 5
A o

No geographical analysis is shown as all the Group’s assets,
liabilities, turnover and loss from operations are derived
from activities in the PRC.
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NOTES TO THE FINANCIAL STATEMENTS B &3 3% Mz
31 December 2004 —ZEZEF{=—H=+—H

6. FINANCE COSTS 6. RIEER
2004 2003
—TTENE —TE=F
HK$'000 HK$'000
TFHET FEx
Interest payable on: FERAISRET :

Bank loans RITER
Wholly repayable within five years ARAFAZEER 6,410 6,381
Waiver of interest expenses HENSRAX = -
6,410 6,381

Other loans HE R
Wholly repayable within five years AREFREEEER 4,403 2,964
10,813 9,345

7. LOSS BEFORE TAXATION

Loss before taxation is stated after crediting and charging

7. KR¥EEE

BREABEE T ARABKRT IS

the following: F :
2004 2003
—BENE —==T=F
HK$'000 HK$'000
FHET FET
Crediting A
Gross rental income LA A 19,064 10,236
Less: Outgoings B BEXH (4,441) (4,010)
14,623 6,226
Charging 0B&
Auditors’ remuneration ZEETEN & 340 350
Staff costs (excluding directors’ BT
emoluments) (FEEEMS)
— Salaries and benefits —EHeREN 2,598 3,822
— Retirement benefits costs — BRIR@EF KA 130 102
2,728 3,924
Operating lease rentals of premises BEYE2KLEHEEEE 4,607 5,569
Cost of properties sold SHEWERA - 3,157
Net exchange loss BE 5 B5 18 5 8R 29 134
Loss on disposal of fixed assets HEBEEEEEE - 1
Depreciation of fixed assets BEEENE 51 84
Loss on disposal of investment HEREYXEE
properties 31,876 -

—EENEER
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NAM FONG INTERNATIONAL HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS BF 73R MIzE

31 December 2004 =

(a)

FEHFE+=—A=+—H

7. LOSS BEFORE TAXATION (Cont'd) 7. BRBiIRIESE (B
Note: Included in the loss before taxation of the Group for the i AEBBE—ZENF+=A
year ended 31 December 2004 were claims totalling =t -HLEFEZBRRAEE
HK$26,614,000 (2003: HK$52,120,000), from a bank in BEH-—BRTAFEEES
relation to default payment from first buyers of certain BES2ETYE(REEAR
properties of the Group in Liwan Plaza of which the Group TZEYED—FERREMR
has executed guarantees to the bank for mortgage facilities ZEBERELER) —FEX
granted to first buyers. The buyers defaulted payments to ﬂiﬁﬁﬁ'ﬁ%ﬁﬂ) 614,000 7T (=
the bank and the court in the PRC ordered the Group to ZZ =4 52,120,000/ 7T) M
repay the loan on behalf of the buyers. REZRE - ZFERKMER
TERITERMABBERES A
EEEAZEEREEEN
8. DIRECTORS’ AND SENIOR EXECUTIVES' EMOLUMENTS 8. EZREMRTHASHME
Directors’ emoluments are as follows: (a) EFEMEWT :
2004 2003
—TENEFE —TE=F
HK$'000 HK$'000
FET FEx
Fees we - _
Other emoluments Hib &
— Basic salaries and allowances —E&RE& K iERL 1,301 685
— Retirement benefits costs — RIRERI LA 16 12
1,317 697
No director has waived any emoluments during the REABEESHETMAMHE
year (2003: Nil). No incentive payment for joining the (ZZ2=F 1 8)  TEMT
Group or compensation for loss of office was paid or HEN FAEAIESME RS
payable to any director during the year (2003: Nil). Eﬂﬂ)\ﬂ-‘%.ﬁ«?%%ﬁﬂﬁ%ﬁ%ﬁ
(— == —EE /ﬁx)

The emoluments of the nine directors for the year
ended 31 December 2004 (2003: three) fall within the
band of nil to HK$1,000,000.

Emolument was paid to three independent non-
executive directors during the year (2003: Nil).
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EABEREZERERLDE

NOTES TO THE FINANCIAL STATEMENTS BF #3RRMIzE

31 December 2004 =—ZEZENFE+=F=1+—H

8. DIRECTORS’' AND SENIOR EXECUTIVES' EMOLUMENTS 8. EERESHRITHASINE &)

(Cont'd)
(b) Individuals with highest emoluments (b) REFAEME
Of the five individuals with the highest emoluments, ANGEEHFALTHE=V (=
three (2003: one) are directors of the Company whose BEE=F . —V) AEARFE
emoluments are disclosed in (a) above. The aggregate = o HE M EX(a)FiE -
of the emolument in respect of the other two (2003: HBp (U (ZZ2=F : Oy)
four) individuals are as follows: BeHATZBZMEOT !
2004 2003
—BENE —==T=F
HK$'000 HK$'000
FHET FET
Basic salaries and allowances HARFH e KIZER, 538 1,222
Retirement benefits costs BIRBRIE A 12 41
550 1,263

FRAREELED R ERSH

During the year, no emoluments were paid to the five

highest paid individuals (including directors and other AT (BREEEREMES) X
employees) as inducement to join or upon joining the HEAEE - LMERBEIA
Group or as compensation for loss of office (2003: AREBHMABBER 2 BEE
Nil). (Z=FZ=F 8] -

Fﬁﬁ U (CEB=F mw
BHALZHEHERE
T_I:;ZF;’I,OOO,OOO%fE °

The emoluments of all of the two (2003: four)
individuals with the highest emoluments are within
the band of nil to HK$1,000,000.

9. TAXATION 9. WA
No provision for Hong Kong profits tax is required since REERNLEERBUEF - HILE
there is no assessable profit for the year and the Group’s EHBEBREBEE - BXAEEZ

H&A/J?QE/%L)&M&E ' HB A

income is derived from sources outside Hong Kong, which

is not liable to Hong Kong profits tax (2003: Nil). FTEBREHR (ZEZE=F . &) o
No provision for PRC tax is required since there is no REENNRELE ZMBQRIL
assessable profit generated by the PRC subsidiaries during %Fﬁﬁﬁiﬁiﬂ R0 S AE S A B A
the year (2003: Nil). BhEBE(CEE=F 1 §) -

There was no significant unprovided deferred taxation for RNEEREEMERRBEHIELS
the year (2003: Nil). H(ZEE=F '8 -
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NOTES TO THE FINANCIAL STATEMENTS BA#83RRMizE

31 December 2004 =

10.

11.

FEHFE+=—A=+—H

TAXATION (Cont'd)

The reconciliation between the Group’s loss for the year
and the amount which is calculated based on the applicable
tax rates is as follows:

BiIE (&)

REBNF Rz BRRZRE AR
STEZBEBHIRNT

The Group
FRE

2004 2003

b U T —

HK$'000 HK$'000

F#ET TR

Loss before taxation for the year REEZBRBAIEE (54,892) (14,807)

Tax calculated at the applicable tax rates & ABi R E 2 Bi1H (19,709) (14,236)

Exempted incomes for taxation purposes sTERIBREER R < K (29) (17,606)
Expenses not deductible for STEBER A AR X

taxation purposes 13,283 42,527

Others Hit 6,455 (1,580)

Taxation g — 9,105

LOSS ATTRIBUTABLE TO SHAREHOLDERS

The consolidated loss attributable to shareholders included
a loss of approximately HK$1,167,000 (2003:
HK$65,078,000) dealt with in the financial statements of
the Company.

LOSS PER SHARE

The calculation of loss per share is based on the
consolidated loss attributable to shareholders of
HK$54,892,000 (2003: HK$5,702,000) and the weighted
average number of 1,360,000,000 shares (2003:
1,360,000,000 shares) in issue during the year.

No diluted loss per share is presented as there were no

potential dilutive ordinary shares in issue during the year
(2003: Nil).
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ERREMGEEEFEEEERLD
EE?H%%&%EWZE?T“ #31,167,000
BT ( ZBZE=4F : 65,078,000/8
JT) °©

BixEE

BREENIEBFRARREMNGS
E51854,892,0008 T (=ZEE=
£ 1 5,702,000/ 7T) R E 3172
*E%’Jﬂﬁm ,360,000,000/% % 17
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NOTES TO THE FINANCIAL STATEMENTS Bf#&sRRMizE
31 December 2004 = ZEEMF+=H=+—H

12. FIXED ASSETS 12. BEEE
The Group
xEE
Office
equipment,
furniture and
fixtures Motor
MAELRME vehicles Total
XSRS RE I
HK$'000 HK$'000 HK$’'000
FET FET FET
Cost R{E
At 1/1/2004 R-ZEZENMFE—-F—H 1,636 5,743 7,379
Exchange realignment bE 5 AR 1 2 3
Additions, at cost wnE 0 RE 2 = 2
Disposals HE - (1,610) (1,610)
At 31/12/2004 R-ZZEZMEF
+=-B=+—H 1,639 4,135 5,774

Accumulated depreciation ZREINE

At 1/1/2004 N-BZENFE—-HF—H 1,379 5,596 6,975
Exchange realignment B 5 A 1 2 3
Charge for the year AEERE 51 - 51
Disposals HE - (1,610) (1,610)
At 31/12/2004 R-ZEZMEF

+=—BA=+—H 1,431 3,988 5,419

Net book value IREE{E

At 31/12/2004 RIEZTNMF

+=—A=+—H 208 147 355
At 31/12/2003 RIEE=F

+=—BA=+—H 257 147 404
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13. INVESTMENT PROPERTIES 13. &REME
The Group
AEE
2004 2003
—EENE —=Z2T=F
HK$'000 HK$'000
FHET FET
Valuation fH1E

At 1 January n—A—H 849,000 873,000
Exchange realignment B 5 A2 (7,340) =
Disposal HE (91,623) -
Disposal of subsidiaries HEMB QT — (25,000)
Revaluation (deficit)/surplus B1h (B54t) Bk (15,037) 1,000
At 31 December R+=ZA=+—H 735,000 849,000

Notes: BiEE -

46

(a)

All investment properties at 31 December 2004 are held
under medium term leases in the PRC and were revalued
by Greater China Appraisal Limited, an independent firm
of professional valuers, on an open market value basis.

Investment properties with valuation of approximately
HK$72,780,000 (2003: HK$74,996,000) have been pledged
to a bank and a finance company for loans granted to the
Company and a subsidiary (note 19 to the financial
statements).

The Group leases out investment properties under
operating leases. The leases typically run for an initial period
of one to thirteen years, with an option to renew the lease
after that date at which time all terms are renegotiated.
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NOTES TO THE FINANCIAL STATEMENTS B &3 3% Mz
31 December 2004 —ZEZEF{=—H=+—H

13. INVESTMENT PROPERTIES (Cont'd) 13. #EWMX (@)
The Group’s total future minimum lease payments under REBEEERN 2 ARREEE
operating leases are receivable as follows: FEWCRIRABZRIT ¢
The Group
S 4L
2004 2003

—SEmE —TT=F
HK$'000 HK$'000

FET FHBT
Within one year —FRQ 18,567 24,682
In the second to fifth year, inclusive SEZFZEHF (EERMF) 56,099 66,980
After five years HBiAEF F 7,282 13,655
81,948 105,317
14. PROPERTIES HELD FOR/UNDER DEVELOPMENT 14. HBHEERR BRPYE
The Group
FEE
2004 2003
“ETNE —FE=
HK$'000 HK$'000
FET TFET
At cost less accumulated REBZRBEREER
impairment losses
At 1 January n»—A—H 383,445 487,354
Exchange realignment bE 5 AR 47 (4,427)
Additions, at cost wnE 0 RE 2,066 14,169
Reversal of impairment losses B ETIE RO 19,431 33,100
404,989 530,196
Less: Disposal of subsidiaries B HEMB AR — (38,132)
Contracts cost variation BHRARFAE — (108,619)
At 31 December R+=A=+—H 404,989 383,445
Medium term leases (less than 50 FRERFRAY
years but not less than 10 years) (105 LA ES0FELAR) 276,425 264,962
Long term leases REEY
(not less than 50 years) (R HAS0%) 128,564 118,483

404,989 383,445
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NOTES TO THE FINANCIAL STATEMENTS Bf#&3R R MizE
31 December 2004 =ZEEMF{+=H=+—H

14. PROPERTIES HELD FOR/UNDER DEVELOPMENT
(Cont'd)

Notes:

(@)  All the properties held for/under development are located
in the PRC.

(b) Properties held for/under development relate to the
acquisition of the land use rights for a number of land sites
within the Guangdong Province with total carrying value of
HK$404,989,000. The status of the major property
development projects is as follows:

The total purchase consideration of the land sites in
Guangzhou amounted to HK$149,805,000 (2003:
HK$149,805,000) of which a sum of HK$143,126,000 was
overdue as at 31 December 2004. The total carrying value
of these projects, which included the land costs and other
development costs, as at 31 December 2004 amounted to
HK$404,989,000 (2003: HK$383,445,000) and no
substantial construction work has commenced on these
sites.

Pursuant to the terms of the purchase agreements regarding
the aforesaid property development projects refer to in
above, unless the costs of which are settled and the projects
completed within a scheduled period, the land sites will be
treated as idle sites which could result in forfeiture of
payments made to the vendors, termination of the purchase
agreements and late payments penalties. In addition, the
vendors could take legal action against the Group for
compensation. As at 31 December 2004, the total carrying
value of these projects was HK$404,989,000 (2003:
HK$383,445,000). The idle sites may be repossessed by
the vendors, but an extension of the expiring schedule could
be granted by the signing of supplementary agreements
with the vendors with compensation payments.
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BEERR BEPYWEEN
REREANMELFERAESS
B2 - HIEABEGH B
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YIFEERIER 2R

BN Hh 88 2 42 B8
149,805, 000,%73( =
149,805,000 7t) °
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S RAR MR B
REER-ZZNFE+_-_A=1
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B=a
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15

INVESTMENTS IN SUBSIDIARIES

EABEREZERERLDE

15. RBATZIRE

The Company

AT
2004 2003
—ETNE —FTE=
HK$'000 HK$'000
FET FHBT
Unlisted shares, at cost FELEmRG  BE 579,805 579,805
Due from subsidiaries FEUR B /8 /A B 5k B 988,542 989,912
Due to subsidiaries FEAS BB A B FRIE (13,995) (13,995)
1,554,352 1,555,722
Less: Impairment loss " OBEEE (1,520,000) (1,520,000)
34,352 35,722
All balances with subsidiaries are unsecured, non-interest EREMB AR ZFEERTIEIEK

bearing and have no fixed terms of repayment.

Details of the subsidiaries as at 31 December 2004 are set
out in note 30 to the financial statements.

In December 2004, the Group entered into a conditional
agreement with an independent third party to dispose of
its interest in Nam Fong Guangzhou Central Plaza Limited
for a consideration of HK$20,000,000. A deposit of
HK$10,000,000 was received. The disposal is scheduled
to be completed within 6 months from the date of signing
the agreement. As at 31 December 2004, the agreement
remains incomplete. Details of the assets and liabilities of
Nam Fong Guangzhou Central Plaza Limited as at 31
December 2004 and the result for the year then ended are
as follows:

o REREEEEEHR

R-ZFZMNF+_A=1+—H2MH
BRARZHRBRRMBRRMEE
30

RIZBENFE+ZA » AEEHEB
SN E=FEI N — B GREE o U
£1820,000,0008 T HHEHARE A
MEFESERAT2ER - &
E 2 W ER £ 10,000,00058 7T - 2
BHHEEREEHREEZANMEAR
TR RZEENF+=-A=1+—
B ZiBEEARTR o BERA S
FHESERATNN-SEZNF
“RA=t—HZEEREBEHER
BEZBHLEEEZE£EB0T -

2004 2003
“ETNE —FE=F
HK$'000 HK$'000
FET FEBT

Assets and Liabilities BERER
Total assets BEHAE 120,769 120,605
Total liabilities BEEE (150,910) (150,751)
Net liabilities BEFE (30,141) (30,146)

Result i5

Turnover SRR — —
Loss before taxation BRI AIEE (5) (4)
Taxation BiE — —
Net loss for the year REEEEFHE (5) (4)

—EENEER
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31 December 2004 —ZEZEF{=—H=+—H

16. INVENTORY OF COMPLETED PROPERTIES 16. IMBECERME
The carrying amount of inventory of completed properties BECERSGEVEDUTEERF
held for sales carried at net realisable value is B8R - HERMEI{EA3,639,000/8
HK$3,639,000(2003: HK$4,025,000). They are located in T (ZZEZ=%F :4,025,000/8
the PRC with medium lease term. Jt) ° FIEREFEEERYE R F

ER P LSS -
17. ACCOUNTS RECEIVABLE 17. FEURBRRX
2004 2003

—EFTNE —ZTT=F
HK$'000 HK$'000

FHET FEx
Accounts receivable FEUR BRFX 6,167 9,196
Less: Provision for doubtful debts B REREME (6,044) (7,862)
123 1,334
Ageing analysis of accounts receivable at the year end date RELER - BRERR Z AR AT 40
is as follows: T :
2004 2003
“EFOAE —TT=
HK$'000 HK$'000
FHET FET
Within 3 months =EAA 91 649
4-6 months WLEP(EVE 32 701
7-12 months t=2+=f@A 506 2,315
Over 1 year HE—F 5,538 5,531
6,167 9,196
Less: Provision for doubtful debts B REREME (6,044) (7,862)
123 1,334
Accounts receivable are recognised and carried at their FEWERR D RERE N SRR E
original contract sum less provision for doubtful debts which A REW I 2 D& 2R 2 R AR R R
are made when collection of the full amount is no longer AR o MARBIA E L RFEEEE o &
probable. Bad debts are written off as incurred. The Group SEHYFHEERREYXHEEL
does not have a uniform credit policy in relation to sales of BR—2FEEEX -

properties and rental of investment properties.
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NOTES TO THE FINANCIAL STATEMENTS B &3 3% Mz
31 December 2004 —ZEZEF{=—H=+—H

18. ACCOUNTS PAYABLES

Ageing analysis of accounts payables at the year end date

EABEREZERERLDE

18. FEFTERER
REED » BRBRRZERE DT

is as follows: T :
The Group
ArEEH
2004 2003
—ETNE —TE=F
HK$'00_0 HK$'OO_O
FHET FET
7-12 months tZ+=1@A 3 -
Over 1 year HBE—F 183,564 281,703
183,567 281,703
19. SHORT-TERM BORROWINGS 19. IEHIEE
Short-term borrowings comprise: FHEERRE
The Group The Company
XEE AAT
2004 2003 2004 2003
—EBENE —TT=-F Z—BTNE —ZTT=F
HK$’'000 HK$'000 HK$'000 HK$'000
FHET FET FHET FET
Bank loans RITER 31,277 32,783 — -
Other loans Hit &K 11,451 34,502 9,300 8,959
42,728 67,285 9,300 8,959
Analysed as: DT
Secured B 40,277 41,442 9,000 8,659
Unsecured K 1 2,451 25,843 300 300
42,728 67,285 9,300 8,959
Notes: /Zﬁi:f .
(@) A bank loan of HK$31,277,000 (2003: HK$32,783,000) () H—MBERTEF—HEHBARZ

advanced by a bank to a subsidiary and the related accrued
interest included in accruals and other payables of
HK$651,000 (2003: HK$28,796,000) are secured by a
corporate guarantee from the Company, personal
guarantees issued by Mr. Wong Wah and Madam Wong
Siu Mui, former directors of the Company, investment
properties with valuation of approximately HK$48,794,000
(2003: HK$50,279,000) of the Group and bank deposit of
HK$451,000 (2003: HK$451,000) of the Group.

$RITEF31,277,0008 T (==
F=4 :32,783,0008 ) R &
BEREGTERR A MENFIE
A Z B FERT R E.651,00058 7T
(ZBZ =5 : 28,796,000/ 7T)
EHADRMELIER > NEAE
EEFEEERT/IMELLIEERE
AER IUAEEGEY
48,794,000/ ( Z BT =4 :
50,279,000/87t) 2R EMER
$R1T1EFX451,0008 T (ZBEE=
£ : 451,000/8 7T) /EIK 18 o

—EENEER
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NOTES TO THE FINANCIAL STATEMENTS Bf#&3R R MizE
31 December 2004 =ZEEMF{+=H=+—H

19. SHORT-TERM BORROWINGS (Cont'd) 19.
Notes: (Cont'd)

(b)  Other loan of HK$9,000,000 (2003: HK$8,659,000) and its
related accrued interest included in accruals and other
payables of HK$1,271,000 (2003: HK$2,814,000) are also
secured by personal guarantees issued by Mr. Wong Wah
and Madam Wong Siu Mui, former directors of the Company
and investment properties with valuation of approximately
HK$23,986,000 (2003: HK$24,717,000) of the Group, and
the balance of other loans of HK$300,000 (2003:
HK$300,000) and its related accrued interest included in
accruals and other payables of HK$493,000 (2003:
HK$493,000) is secured by a personal guarantee issued by
Mr. Wong Wah and the balance of other loan of
HK$2,151,000 (2003: HK$25,543,000) and its related
accrued interest included in accruals and other payables of
HK$Nil (2003: HK$846,000) is secured by a corporate
guarantee issued by a subsidiary.

20. TAXATION PAYABLE 20.

Taxation represented liabilities of the Companies
comprising the Group in respect of PRC tax as at 31
December 2004 less tax paid.

The Group has been in negotiation with the Tax Bureau of
Guangzhou City, the PRC to conclude the business tax and
income tax arising from the sales of properties and the
project of Liwan Plaza. The directors considered that the
taxation of the Group at 31 December 2004 was adequately
provided for in the financial statements.

21. SHARE CAPITAL

EHEE (B
FfaE - ()

(b) EEF9,000,0008xT (=ZEF
=% : 8,659,000 ) REES
RETERREMENTRIERZ
1EEAFEST RIS 1,271,00058 T (=
FE=HF : 2,814,000 7T) JNH
ARABREBEELERTNE
ZHREBEAEREAEEGHE
#923,986,000/8 T (ZBEE=4 :
24,717,000/ 7t) 2 R E Y EEIR
o FHEMEFEEER300,000
BT (CTEZE=F 300, OOO/ﬁn)

Ret AFEETE AR H A EATRR
zmﬁﬁﬁﬁ*ﬁu 8493,00058 7T (_
FEE =4 : 493,000/ 7T) HEE
%Eh%lﬁmﬁ%ﬁ&ﬁmé*bﬁ*
£42,151,00058 70 (ZBEZ =4 :
25,543,000/ ) KT AFESTE A
R E A fEFRIE 2 AR FESTFIE0
BIT (CEE =4 : 846,000/ 7T)
B — BB A B H A RERE
LI o

FEHBLIE

BIREAKEE AN -TTNF
T A=t—-BZHERESER
BT ZBIE o

REE-HREPREEMNDHRERE
B REHENERGEESRE
FREE 2 EEBRFAENR - E5R
R AEER-ZZENF+ZA=
T— B2 BRREHUBBEFLR
s -

21. BBR&

The Company
AT
2004 2003
—FTNE —FT=F
HK$'000 HK$'000
F#T FET

Authorised: SEERA
2,000,000,000 ordinary 2,000,000,0008% = i%
shares of HK$0.10 each HEO. 108 T 2B
Issued and fully paid: EEBRITRARRE
1,360,000,000 ordinary 1,360,000,0008% & B%
shares of HK$0.10 each H{E0.10/8 T 2 ZiBAR
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22. EMPLOYEE SHARE OPTIONS 22. BEZHEMHE
A share option scheme was approved by the Company, no RRB) zBRETEICHER
share option was granted during the year and there is no FAMEREEAERE R=F
outstanding share option at 31 December 2004 (2003: Nil). EMFE+ZA=+—H ' #EEM
RITEBRE (CZEZ=F 1 H) o
23. RESERVES 23. fa#fE
Contributed
surplus
(Note) Share  Accumulated
0N premium losses Total
(Pit=E) kb ifE L3 5 L
HK$'000 HK$'000 HK$'000 HK$'000
FET TR FET FET
The Company AT
At 1 January 2003 R-EZE=5-8-H 477,805 906,000 (1,461,404) (77,599)
Net loss for the year ~ NEEEEFHE - - (65,078) (65,078)
At 31 December 2003 R=FE=£+-A=1-H
and 1 January 2004 R-EENF-A-H 477,805 906,000 (1,526,482) (142,677)
Net loss for the year ~ NEEEEFHE - - (1,167) (1,167)
At 31 December 2004 R=ZEMFE+=-A=+—-H 477,805 906,000 (1,527,649) (143,844)
Note: HaE -
The contributed surplus of the Company arose when the RRBZPABBRRA DB BITRE A
Company issued shares in exchange for the shares of companies BRETBB LR 2 RODEESL » THER
being acquired, and represents the difference between the NRIE BTG 2 EEEMWKER D E
nominal value of the Company’s shares issued and the value of BEZEZR -RE-NN\-—FERELQH
the shares acquired. Under the Companies Act of 1981 of EMER]) - ARBEETIERTAIGE
Bermuda (as amended), the Company may make distributions to ERRDIRBAZER - HARAT B A
its shareholders out of its contributed surplus in certain REEEMZERBN - AUAKEIKE
circumstances which the Company is currently unable to meet. B MABERTI B BRBAESAERS
At Group level, the contributed surplus is reclassified into its KT B N B 2 e 0D ©

components of reserves of the underlying subsidiaries.
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24. NOTES TO CONSOLIDATED CASH FLOW STATEMENT  24.
Disposal of subsidiaries
In 2003, the Group disposed of certain of its subsidiaries.

The net liabilities of these subsidiaries at the date of
disposal were as follows:

FEBSRERME
HEMBAE

RIBZE=F > AEFHEETIP
PHBAT - ZEMBARNRHE
HH iz EEFHEOT :

2004 2003
—ETOE —FTE=F
HK$'000 HK$’000

FET FET
Net liabilities disposed of HESGEFH
excluding cash and bank balances (TERERERIRITEE) = (30,563)
Cash and bank balances HeRIRITEER - 205
- (30,358)
Gain on disposal HE WS = 40,358
Total consideration REHEE - 10,000
Satisfied by: XAEFR:
Cash BE = 10,000
Net cash inflow arising on disposal: ~HEBEELZREMAFEHE !
Cash consideration received CEERERE = 10,000
Cash and bank balances B NIRITEER - (205)
- 9,795

The subsidiaries disposed of in 2003 contributed
HK$2,313,000 to the Group’s turnover and loss of
HK$1,406,000 to the Group's loss from operations.

Annual Report 2004
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25. COMMITMENTS 25. &iE
(a) Capital commitments (a) BAKIE
The Group The Company
FEH £AT
2004 2003 2004 2003
—EENE 2 —BT=F C—FENE —ZT=F
HK$'000 HK$'000 HK$'000 HK$'000
T#ERT FET FTiER TR
Authorised and ERERETH
contracted for ZHEE :
— Construction —HERIRE
in progress 236,134 232,001 - -
(b) Operating lease commitments (b) EEHLRIE
At the balance sheet date, the Group had REEH » AEBERE T A
commitments for future lease payments under non- SHREHOMBEFABRIEZ
cancellable operating leases in respect of premises BOREZZBHBENT ¢

which fall due as follows:

The Group The Company
A5RE AT
2004 2003 2004 2003

“BTNFE —TT=F ZBBNF _—TT=F
HK$'000 HK$'000  HK$'000 HK$'000

FET TAT FEIT TFAT

Within one year —FR 3,234 4,612 3,234 2,249
Between two and WEZE

five years AFER 1,932 5,024 1,932 750

5,166 9,636 5,166 2,999
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26.

27.

28.

FEHFE+=—A=+—H

RETIREMENT BENEFIT SCHEME

The Group participates in the Mandatory Provident Fund
Scheme (the “MPF Scheme”) for Hong Kong employees.
The MPF contributions are fully and immediately vested in
the employees as accrued benefits once they are paid.
Contributions are charged to the income statement as they
become payable in accordance with the rules of the MPF
Scheme.

There were also pension scheme contributions made by
the Group during the year amounted to HK$65,745 (2003:
HK$164,000) in respect of employees of the Group in the
PRC. There were no forfeited contributions during the year
ended 31 December 2004 (2003: Nil). The pension scheme
is operated by the PRC government whereby monthly
contributions based on a percentage of the salaries of the
eligible full time employees are made by the Group.

RELATED PARTY TRANSACTIONS

Material related party transactions are disclosed in notes
19(a), (b) and 28(a) to the financial statements.

MATERIAL CONTINGENT LIABILITIES AND LITIGATION

(@) The Group has executed guarantees to banks for
mortgage facilities granted to first buyers of certain
properties of the Group in the PRC. The balances of
loans covered by the Group'’s guarantees which also
represented the financial exposure of the Group at
the balance sheet date amounted to approximately
HK$50,444,000 (2003: HK$77,740,000), including
facilities of HK$65,301,000 (2003: HK$65,301,000)
which are also covered by personal guarantees issued
by Mr. Wong Wah and Madam Wong Siu Mui, former
directors of the Company. The total amount of facilities
covered by the Group’s guarantees amounted to
approximately HK$357,533,000 (2003:
HK$357,533,000).

(b) The Company has executed a corporate guarantee in
favour of a bank for securing a short term borrowings
of HK$31,277,000 (2003: HK$32,783,000) granted to
a subsidiary (note 19(a) to the financial statements).
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26.

27.

28.

BAKERETE

FEESABBREESREEHIEAE

T &l (FBEEETE) - BESH
RESNEEHAREEES  1F
RIEHER - BRESTERA
REBERESN 2HRERRT
BR o

AEEEHETRERERELAESE
BWRAFEREZ 65,7458 7T
(ZBE=5F :164,00087T) - &
E-EFENF+ZA=+—HIF
EXHESWRER(ZZE=F
E &) - Bkt EImPEBAF
EE AEERBESEKZRIES
ZEEHliE B MR -

FEALTRS

BEARBEEA LR Z RO TEHRERME
19(a) ~ (b) %2 28(a)iX & °

EXHAERRFN

() AEEFHBERITOAEERE
FEzETYEZ —FEXRRE
M2 IRIBEFELIER - AR
SEERZEFEES - JREIAK
SERGEE B AERE 2SR
Ba#94£50,444,000/8 T ( ==
=4 : 77,740,000/ 7T) °
HPEERAQATZATES
BELEERT /ML T HE
AR 265,301,00058
JTT(ZZEE =% : 65,301,000
BIT) c HAKBEERZZE
S E#EEX5357,533,00058
T (ZEBFE=# : 357,533,000
/%75) ©

(b) AN TF—ERTT O —EHE
PARMz—EHEHER
31,277,000 (Z&EZ=
fF : 32,783,000/ 7T) fEH A
A E AR (B KR M
19@)) °
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28.

29.

MATERIAL CONTINGENT LIABILITIES AND LITIGATION
(Cont'd)

(c) Other material contingent liabilities and litigation in
connection with the Group’s properties held for/under
development are disclosed in note 14(b) to the
financial statements.

(d) A subsidiary of the Group was sued by a contractor
for default payments of approximately HK$17,357,000
(2003: HK$17,357,000) in relation to construction work
carried out in one of the property development
projects in Guangzhou. The Group counter-claimed
against the contractor for inferior construction work
performed on that site. The litigation is in the process
of finalisation, pending the decision from court in
Guangzhou.

The directors are of the opinion that the outcome of the
litigations and claims mentioned in (c) to (d) above will not
have a material adverse effect on the Group and no
provision has therefore been made for possible additional
interest or legal costs and consequential damages in the
financial statements.

Save as disclosed above, neither the Company nor any
members of the Group are engaged in any litigation or
arbitration of material importance and, so far as the
directors are aware, no litigation or arbitration of material
importance is pending or threatened against any members
of the Group.

POST BALANCE SHEET EVENT

Subsequent to the balance sheet date, one of the banks of
the Group served on the Company a statutory demand
requiring the Company to repay an amount of
approximately HK$31,342,000 plus interests and other
costs (the “Debt”). The Company failed to satisfy the Debt
in full and on 4 February 2005, the bank served a petition
on the Company for the winding up of the Company by
the court under the provisions of the Hong Kong
Companies Ordinance. The hearing of the petition is
adjourned and the directors consider that the Group will
be able to raise sufficient funds to meet its financial
obligation.

28.

29.

EABEREZERERLDE

g

EXHAEHER

4 ()

0 HeARAKEFEFRRE
BRDYEHAE BRI
BN AT RARFIRE14(0) ©

d) TEEMBATERKREZ
BEMEH— (@Y% RER +
BIETIEL17,357,0008 T
(ZZZ =% :17,357,000/8
JU) M — BAREEEE -
SERZMBRET CERNEE
TROZEAERREREE ° &R
IMDTEETE > BEEMNER
R -

EERB LX) ZHIaE(d) PRt
FAR REZERE T SEHAREH
EREATHZE - A BN
RN A BEX AN ZBAINF B
FABE AR EE CBREHERE -

BREXFRE SN » AR B RAEE
EAKE R RBEY REFNERZ
REASLPEL 0 RIBESA - WE
FAERZFFRJEAB AR EEM
BB R B Z AR AAS A ©

SHBESEE

REER%Z  AEEHEP—RIBIT
EARQNTEE—EEEBH - BER
RAB)EE—ZE#31,342,000/%8 7T
ERFNEREMER 2FE ([E
H]) o KRAFKRERBREEEZE
H MR-ZZFZEEF-AMNA - %
RITEIEPE AR IRIEE B A TRHA
IR RARA T EERERLDT
BECE2E o 2EKRMBELER -
MEERAREESESEENE
S ESH B RS EIE -

—EENEER
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30. PARTICULARS OF SUBSIDIARIES 30. MIBABEZEHE
Proportion of
nominal value of
issued/registered
capital held
Place of Issued/ by the Company
establishment/ registered FATRE Principal
Name operations capital  EEfT/EEMBE  activities
4 Bi/BEn% BB/ ERRE HEES TERH
Directly Indirectly
E# [
Brilliant Champion Development Limited Hong Kong Ordinary HK$2 - 100 Dormant
BRBEERAF gt LER2ET TEEX
Buen Sang Enterprises Limited British Virgin Ordinary US$10,000 - 100 Dormant
EEERAH Islands EER10,000E 7 gmEE
RERLHE
Came Field Investments Limited British Virgin Ordinary US$10,000 - 100 Dormant
EEREBRAR Islands EER10,000E 7 gmEE
RERLHE
D &L Management Limited Hong Kong Ordinary HK$10,000 - 100 Dormant
ENERERAT &8 EBR10,000% 7 TEEX
Grand China Properties Company Limited ~ British Virgin Ordinary US$1 100 - Dormant
Islands EER1%T gEEx
AERLHE
#* Guangzhou Guang Hua Property The People's US$4,799,000 - 100 Property development
Development Limited Republic of China 4.799,000£ 7t MERR
" ENEZEEREERAR PEARANE
#* Guangzhou Jiannan House Property The People's US$12,000,000 = 98.75 Property development
Development Company Limited Republic of China ~ 12,000,000% 7 ESE
*ENREEERRARLT PEARKNE
#* Guangzhou Sui Nan Property The People's US$32,000,000 - 86.36  Property development
Development Company Limited Republic of China ~ 32,000,000% 7 ESE
" ENEEEERRARAT PEARENE
#* Guangzhou Xiunan Property The People's US$4,465,000 = 68.32 Property development
Development Limited Republic of China 4,465,000% 7T MERR
" ENTEEELERRARAT PEARANE
Nam Fong Capital Limited British Virgin Ordinary US$10,000 - 100 Dormant
Islands EER10,000E 7 gmEx
RERLHE
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30. PARTICULARS OF SUBSIDIARIES (Cont'd)

Proportion of
nominal value of
issued/registered

30. MIBABZEFE (&)

capital held
Place of Issued/ by the Company
establishment/ registered FATRE Principal
Name operations capital ~ EET/BEMEE  activities
V1 BRI/ EERY BT/ ERER AEEAE TEER
Directly Indirectly
EE 3
Nam Fong Guangzhou Central Plaza Limited  British Virgin Ordinary US$10,000 - 100 Investment holding
BHUETESERLE Islands EEIR10,000%E T REER
RERLEE
Nam Fong Guangzhou Plaza Limited British Virgin Ordinary US$10,000 - 100 Investment holding
BHUEESERLA Islands LER10,000%7T REER
KERZEE
Nam Fong International Group Limited British Virgin Ordinary US$10,000 100 - Investment holding
HLEBRSEERAR Islands ZiER10,000% 7 REER
RBRLEE
Nam Fong Liwan Plaza Limited British Virgin Ordinary US$10,000 - 100 Investment holding
MhHEESERAA Islands T&EIR10,000% 7 REER
RERLEE
Nam Fong Wanhao Plaza (Shenzhen) Limited  British Virgin Ordinary US$10,000 - 100 Dormant
BEHERES (R ARAT Islands ERER10,000%7 e
KERZEE
News Point Investment Limited British Virgin Ordinary US$10,000 - 100 Investment holding
HHREBRAT Islands EEMR10,000% 7T REER
RBRLEE
New Regent Enterprises Limited Hong Kong Ordinary HK$2 - 100 Dormant
HELEERAT 55 LER2ET TRE¥
Polyhero International Limited Hong Kong Ordinary HK$10,000 - 100 Dormant
EXERERAR 55 ERER10,0008 7 TmEX
Stand-up Investments Limited Hong Kong Ordinary HK$10,000 - 100 Ownership
BEBREBRAT s LEMR10,0005 7T of motor vehicles
BERE
Trisum Investment Limited Hong Kong  Ordinary HK$5,000,000 - 100 Investment holding
ERREERAE 55 LEAR5,000,0008 7T REER
*  Companies not audited by CCIF CPA Limited * WIFARESSTHEEHEAER
AE]
i Sino-foreign joint venture established in the PRC in # RIS B ESI R R ER A B A L

accordance with relevant laws & regulations

All companies operate principally in their places of
establishment.
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