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PRINCIPAL ACTIVITIES

China Everbright Limited (the “Company”) is incorporated
in Hong Kong with its shares listed on The Stock Exchange
of Hong Kong Limited. The directors of the Company
consider China Everbright Holdings Company Limited, a
company incorporated in Hong Kong, to be the ultimate
holding company of the Company.

The principal activity of the Company is investment holding.
The Company, through its subsidiaries and associates, is
principally engaged in investment activities and the provision
of financial services.

SIGNIFICANT ACCOUNTING POLICIES

(a)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (HKFRSs), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting
Standards (HKASSs) and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
(HKICPA), accounting principles generally accepted
in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. These financial
statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited. A summary of the significant accounting
policies adopted by the Group is set out below.

The HKICPA has issued a number of new and revised
HKFRSs that are effective or available for early
adoption for accounting periods beginning on or after
1st January 2005. In addition, the Board of Directors
has decided to change the accounting policy on the
measurement of revenue from trading securities in
order to better reflect the Group’s operating activities.
Information on the changes in accounting policies
for the current and prior accounting periods reflected
in these financial statements is provided in note 3.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

Basis of preparation of the financial statements

The consolidated financial statements for the year
ended 31st December 2005 comprise the Company
and its subsidiaries (together referred as the “Group”)
and the Group’s interest in associates.

The measurement basis used in preparation of the
financial statements is the historical cost basis except
that the following assets and liabilities are stated at
their fair value as explained in the accounting policies
set out below:

- investment property (note 2(h)); and

— financial instruments classified as trading and
available-for-sale securities (note 2(f)).

The preparation of financial statements in conformity
with HKFRSs requires management to make
judgements, estimates and assumptions that affect
the application of policies and reported amounts of
assets, liabilities, income and expense.

The estimates and associated assumptions are based
on historical experience and various other factors
that are believed to be reasonable under the
circumstances, the results of which form the basis
of making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from
these estimates.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(c)

Basis of preparation of the financial statements
(continued)

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

Subsidiaries and controlled entities

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

An investment in a controlled subsidiary is
consolidated into the consolidated financial
statements from the date that control commences
until the date that control ceases.

Intra-group balances and transactions and any
unrealised profits arising from intra-group
transactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the

extent that there is no evidence of impairment.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Subsidiaries and controlled entities (continued)

Minority interests at the balance sheet date, being
the portion of the net assets of subsidiaries
attributable to equity interests that are not owned
by the Company, whether directly or indirectly
through subsidiaries, are presented in the
consolidated balance sheet and statement of
changes in equity within equity, separately from
equity attributable to the equity shareholders of the
Company. Minority interests in the results of the
Group are presented on the face of the consolidated
income statement as an allocation of the total profit
or loss for the year between minority interests and

the equity shareholders of the Company.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary
subsequently reports profits, the Group’s interest is
allocated all such profit until the minority’s share of
losses previously absorbed by the Group has been

recovered.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses
(see note 2(m)), unless the investment is classified
as held for sale or included in a disposal group that

is classified as held for sale.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

Associates and jointly controlled entities

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

A jointly controlled entity is an entity which operates
under a contractual arrangement between the Group
or Company and other parties, where the contractual
arrangement establishes that the Group or Company
and one or more of the other parties share joint
control over economic activity of the entity.

An investment in an associate or a jointly controlled
entity is accounted for in the consolidated financial
statements under the equity method and is initially
recorded at cost and adjusted thereafter for the post
acquisition change in the Group’s share of the
associate’s or the jointly controlled entity’s net assets,
unless they are classified as held for sale or included
in a disposal group that is classified as held for sale.
The consolidated income statement includes the
Group’s share of the post-acquisition, post-tax results
of the associates and jointly controlled entities for
the year, including any impairment loss on goodwill
relating to the investment in associates and jointly
controlled entities recognised for the year (see note
2(e) and 2(m)).
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Associates and jointly controlled entities

(continued)

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

associate or the jointly controlled entity.

Unrealised profits and losses resulting from
transactions between the Group and its associates
and jointly controlled entities are eliminated to the
extent of the Group’s interest in the associated or
jointly controlled entity, except where unrealised
losses provide evidence of an impairment of the asset
transferred, in which case they are recognised

immediately in profit or loss.

In the Company’s balance sheet, its investments in
associates and jointly controlled entities are stated
at cost less impairment losses (see note 2(m)), unless
it is classified as held for sale or included in a
disposal group that is classified as held for sale (see

note 2(m)).
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

Goodwill

Goodwill represents the excess of the cost of a
business combination or an investment in an
associate or a jointly controlled entity over the
Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill is allocated to cash-
generating units and is tested annually for impairment
(see note 2(m)). In respect of associates or jointly
controlled entities, the carrying amount of goodwill
is included in the carrying amount of the interest in
the associate or jointly controlled entity.

Any excess of the Group’s interest in the net fair
value of the acquiree’s identifiable assets, liabilities
and contingent liabilities over the cost of a business
combination or an investment in an associate or a
jointly controlled entity is recognised immediately in
profit or loss.

On disposal of a cash generating unit, an associate
or a jointly controlled entity during the year, any
attributable amount of purchased goodwill is included
in the calculation of the gain or loss on disposal.

Goodwill on acquisitions that occurred prior to 1st
January 2001 was eliminated against reserves. Such
goodwill is not recognised in profit or loss when all
or part of the business which the goodwill is related
to is disposed of or when a cash-generating unit to
which the goodwill is related to becomes impaired.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(f) Other investments in debt and equity securities

The Group’s and the Company’s policies for
investments in debt and equity securities, other than
investments in subsidiaries, associates and jointly

controlled entities, are as follows:

Investments in securities held for trading are
classified as current assets and are initially stated at
fair value. At each balance sheet date the fair value
is remeasured, with any resultant gain or loss being

recognised in profit or loss.

Dated debt securities that the Group and/or the
Company have the positive ability and intention to
hold to maturity are classified as held-to-maturity
securities. Held-to-maturity securities are initially
recognised in the balance sheet at fair value plus
transaction costs. Subsequently, they are stated in
the balance sheet at amortised cost less impairment

losses (see note 2(m)).

Investments in equity securities that do not have a
quoted market price in an active market and whose
fair value cannot be reliably measured are recognised
in the balance sheet at cost less impairment losses

(see note 2(m)).
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

(9)

Other investments in debt and equity securities
(continued)

Other investments in securities are classified as
available-for-sale securities and are initially
recognised at fair value plus transaction costs. At
each balance sheet date the fair value is remeasured,
with any resultant gain or loss being recognised
directly in the investment revaluation reserve, except
for impairment losses (see note 2(m)) and, in the
case of monetary items such as debt securities,
foreign exchange gains and losses which are
recognised directly in profit or loss. Where these
investments are interest-bearing, interest calculated
using the effective interest method is recognised in
profit or loss. When these investments are
derecognised, the cumulative gain or loss previously
recognised directly in investment revaluation reserve
is recognised in profit or loss.

Investments are recognised/derecognised on the
date the Group and/or the Company commits to
purchase/sell the investments or they expire.

Derivative financial instruments

Derivative financial instruments are recognised initially
at fair value. At each balance sheet date the fair
value is remeasured. The gain or loss on
remeasurement to fair value is charged immediately
to profit or loss, except where the derivatives qualify
for cash flow hedge accounting or hedge the net
investment in a foreign operation, in which case
recognition of any resultant gain or loss depends on
the nature of the item being hedged.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)

)

Investment property

Investment properties are land and/or buildings which
are owned or held under a leasehold interest (see
note 2(l)) to earn rental income and/or for capital
appreciation. These include land held for a currently
undetermined future use.

Investment properties are stated in the balance sheet
at fair value. Any gain or loss arising from a change
in fair value or from the retirement or disposal of an
investment property is recognised in profit or loss.
Rental income from investment properties is

accounted for as described in note 2(t)(iii).

When the Group holds a property interest under an
operating lease to earn rental income and/or for
capital appreciation, the interest is classified and
accounted for as an investment property on a
property-by-property basis. Any such property
interest which has been classified as an investment
property is accounted for as if it were held under a
finance lease (see note 2(l)), and the same accounting
policies are applied to that interest as are applied to
other investment properties leased under finance
leases. Lease payments are accounted for as
described in note 2(l).

Other property and equipment

The following items of property and equipment are
stated in the balance sheet at cost less accumulated
depreciation and impairment losses (see note 2(m)):

- buildings held for own use which are situated
on leasehold land, where the fair value could
be measured separately from the fair value of
the leasehold land at the inception of the lease
(see note 2(l)); and
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(M

1)}

Other property and equipment (continued)

- other items of equipment comprising leasehold
improvements, furniture, fixtures and
equipment, and motor vehicles.

Gains or losses arising from the retirement or disposal
of an item of property and equipment are determined
as the difference between the net disposal proceeds
and the carrying amount of the item and are
recognised in profit or loss on the date of retirement
or disposal.

Depreciation

Depreciation is calculated to write off the cost or
valuation of items of property and equipment, less
their estimated residual value, if any, using the
straight line method over their estimated useful lives
as follows:

- Buildings situated on leasehold land are
depreciated over the shorter of the unexpired
term of the lease and their estimated useful
lives, being no more than 50 years after the
date of completion

- Leasehold improvements 5 years
- Furniture, fixtures and equipment 5 years
- Motor vehicles 5 years

Where parts of an item of property and equipment
have different useful lives, the cost of the item is
allocated on a reasonable basis between the parts
and each part is depreciated separately. Both the
useful life of an asset and its residual value, if any,
are reviewed annually.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)

U]

Intangible assets - trading rights

Trading rights are stated at cost upon initial
recognition and they are deemed to have indefinite
lives and are not amortised but are tested for
impairment annually.

Leased assets

(1)

(i)

Classification of assets leased to the Group

Assets that are held by the Group under
leases which transfer to the Group
substantially all the risks and rewards of
ownership are classified as being held under
finance leases. Leases which do not transfer
substantially all the risks and rewards of
ownership to the Group are classified as
operating leases, except that property held
under operating leases that would otherwise
meet the definition of an investment property
is classified as an investment property on a
property-by-property basis and, if classified
as investment property, is accounted for as if
held under a finance lease (see note 2(h)).

Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in
equal instalments over the accounting periods
covered by the lease term, except where an
alternative basis is more representative of the
pattern of benefits to be derived from the
leased assets. Lease incentives received are
recognised in profit or loss as an integral part
of the aggregate net lease payments made.
Contingent rentals are charged to profit or
loss in the accounting period in which they
are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(] Leased assets (continued)

(i)

Operating lease charges (continued)

The cost of acquiring land held under an
operating lease is amortised on a straight-
line basis over the period of the lease term
except where the property is classified as an
investment property.

(m) Impairment of assets

(1)

Impairment of investments in debt and equity
securities and other receivables

Investments in debt and equity securities and
other current and non-current receivables that
are stated at cost or amortised cost or are
classified as available-for-sale securities are
reviewed at each balance sheet date to
determine whether there is objective evidence
of impairment. If any such evidence exists,
any impairment loss is determined and
recognised as follows:

— For unquoted equity securities and
current receivables that are carried at
cost, the impairment loss is measured
as the difference between the carrying
amount of the financial asset and the
estimated future cash flows, discounted
at the current market rate of return for
a similar financial asset where the effect
of discounting is material. Impairment
losses for current receivables are
reversed if in a subsequent period the
amount of the impairment loss
decreases. Impairment losses for equity
securities are not reversed.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

Impairment of assets (continued)

Impairment of investments in debt and equity
securities and other receivables (continued)

For financial assets carried at amortised
cost, the impairment loss is measured
as the difference between the asset’s
carrying amount and the present value
of estimated future cash flows,
discounted at the asset’s original
effective interest rate (i.e. the effective
interest rate computed at initial
recognition of these assets).

If in a subsequent period the amount
of an impairment loss decreases and
the decrease can be linked objectively
to an event occurring after the
impairment loss was recognised, the
impairment loss is reversed through
profit or loss. A reversal of an
impairment loss shall not result in the
asset’s carrying amount exceeding that
which would have been determined had
no impairment loss been recognised in
prior years.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Impairment of assets (continued)

() Impairment of investments in debt and equity
securities and other receivables (continued)

R AERER AR

For available-for-sale securities, the
cumulative loss that had been
recognised directly in the investment
revaluation reserve is removed from the
reserve and is recognised in profit or
loss. The amount of the cumulative loss
that is recognised in profit or loss is
the difference between the acquisition
cost (net of any principal repayment
and amortisation) and current fair value,
less any impairment loss on that asset
previously recognised in profit or loss.

Impairment losses recognised in profit
or loss in respect of available-for-sale
equity securities are not reversed
through profit or loss. Any subsequent
increase in the fair value of such assets
is recognised directly in the investment
revaluation reserve.

Impairment losses in respect of
available-for-sale debt securities are
reversed if the subsequent increase in
fair value can be objectively related to
an event occurring after the impairment
loss was recognised. Reversals of
impairment losses in such
circumstances are recognised in profit
or loss.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

Impairment of assets (continued)

(i)

Impairment of other assets

Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following assets
may be impaired or, except in the case of
goodwill, an impairment loss previously
recognised no longer exists or may have
decreased:

= property and equipment;

— pre-paid interests in leasehold land
classified as being held under an
operating lease;

- intangible assets;

- investments in subsidiaries, associates
and joint ventures except for those
classified as held for sale or included
in a disposal group that is classified as
held for sale; and

- goodwill.

If any such indication exists, the asset’s
recoverable amount is estimated. In addition,
for goodwill, intangible assets that are not yet
available for use and intangible assets that
have indefinite useful lives, the recoverable
amount is estimated annually whether or not
there is any indication of impairment.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Impairment of assets (continued)

(ii) Impairment of other assets

R AERER AR

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its net selling price and
value in use. In assessing value in use,
the estimated future cash flows are
discounted to their present value using
a pre-tax discount rate that reflects
current market assessments of time
value of money and the risks specific
to the asset. Where an asset does not
generate cash inflow largely
independent of those from other
assets, the recoverable amount is
determined for the smallest group of
assets that generates cash inflows
independently (i.e. a cash-generating

unit).
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

Impairment of assets (continued)

(i)

Impairment of other assets (continued)

Recognition of impairment losses

An impairment loss is recognised in
profit or loss whenever the carrying
amount of an asset, or the cash-
generating unit to which it belongs,
exceeds its recoverable amount.
Impairment losses recognised in
respect of cash-generating units are
allocated first to reduce the carrying
amount of any goodwill allocated to the
cash-generating unit (or group of units)
and then to reduce the carrying amount
of the other assets in the unit (or group
of units) on a pro rata basis, except
that the carrying value of an asset will
not be reduced below its individual fair
value less costs to sell, or value in use,
if determinable.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(m)

(n)

Impairment of assets (continued)

(i) Impairment of other assets (continued)

— Reversals of impairment losses

In respect of assets other than
goodwill, an impairment loss is reversed
if there has been a favourable change
in the estimates used to determine the
recoverable amount. An impairment
loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is
limited to the asset’s carrying amount
that would have been determined had
no impairment loss been recognised in
prior years. Reversals of impairment
losses are credited to profit or loss in
the year in which the reversals are
recognised.

Accounts and other receivables

Accounts and other receivables are initially
recognised at fair value and thereafter stated at
amortised cost less impairment losses for bad and
doubtful debts (see note 2(m)), except where the
receivables are interest-free loans made to related
parties without any fixed repayment terms or the
effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less
impairment losses for bad and doubtful debts (see
note 2(m)).
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

(p)

Accounts and other payables

Accounts and other payables are initially recognised
at fair value and thereafter stated at amortised cost
unless the effect of discounting would be immaterial,
in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form
an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated cash
flow statement.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(a)

Employee benefits

(1)

(i)

Short
contributions

term employee benefits and
to defined contribution
retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution plans and
the cost of non-monetary benefits are accrued
in the year in which the associated services
are rendered by employees. Where payment
or settlement is deferred and the effect would
be material, these amounts are stated at their
present values.

Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in an option
premium reserve within equity. The fair value
is measured at grant date using the binomial
option pricing model, taking into account the
terms and conditions upon which the options
were granted. Where the employees have to
meet vesting conditions before becoming
unconditionally entitled to the share options,
the total estimated fair value of the share
options is spread over the vesting period,
taking into account the probability that the
options will vest.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(a)

Employee benefits (continued)

(i)

(i)

Share-based payments (continued)

During the vesting period, the number of share
options that is expected to vest is reviewed.
Any adjustment to the cumulative fair value
recognised in prior years is charged/credited
to the profit or loss for the year of review,
unless the original employee expenses qualify
for recognition as an asset, with a
corresponding adjustment to the option
premium reserve. On vesting date, the amount
recognised as an expense is adjusted to
reflect the actual number of share options that
vest (with a corresponding adjustment to the
option premium reserve) except where
forfeiture is only due to not achieving vesting
conditions that relate to the market price of
the Company’s shares. The equity amount is
recognised in the option premium reserve until
either the option is exercised (when it is
transferred to the share premium account) or
the option expires (when it is released directly
to retained profits).

Termination benefits

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

off 5 ¥ &k MY &

For the year ended 31st December 2005

RE_FEAFI_A=1—ALFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(r) Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movement in deferred tax assets
and liabilities are recognised in profit or loss except
to the extent that they relate to items recognised
directly in equity, in which case they are recognised

in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantively enacted at the balance sheet date,
and any adjustment to tax payable in respect of

previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for financial
reporting purpose and their tax bases. Deferred tax
assets also arise from unused tax losses and unused

tax credits.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

Income tax (continued)

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be
available against which the asset can be utilised,
are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising
form deductible temporary differences include those
that will arise from the reversal of existing taxable
temporary differences, provided those differences
relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in
the same period as the expected reversal of the
deductible temporary difference or in periods into
which a tax loss arising from the deferred tax asset
can be carried back or forward. The same criteria
are adopted when determining whether existing
taxable temporary differences support the recognition
of deferred tax assets arising from unused tax losses
and credits, that is, those differences are taken into
account if they relate to the same taxation authority
and the same taxable entity, and are expected to
reverse in a period, or periods, in which the tax loss
or credit can be utilised.

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they
are not part of a business combination), and
temporary differences relating to investments in
subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the
reversal and it is probable that the differences will
not reverse in the foreseeable future, or in the case
of deductible differences, unless it is probable that
they will reverse in the future.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

Income tax (continued)

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction
is reversed to the extent that it becomes probable
that sufficient taxable profits will be available.

Additional income taxes that arise from the
distribution of dividends are recognised when the
liability to pay the related dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets
are offset against current tax liabilities, and deferred
tax assets against deferred tax liabilities, if the
Company or the Group has the legally enforceable
right to set off current tax assets against current tax
liabilities and the following additional conditions are
met:

= in the case of current tax assets and liabilities,
the Company or the Group intends either to
settle on a net basis, or to realise the asset
and settle the liability simultaneously; or
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued) 2. FESHBEK (&)

(r)

(s)

Income tax (continued) (r)

- in the case of deferred tax assets and

liabilities, if they relate to income taxes levied
by the same taxation authority on either:

= the same taxable entity; or

= different taxable entities, which, in each
future period in which significant
amounts of deferred tax liabilities or
assets are expected to be settled or
recovered, intend to realise the current
tax assets and settle the current tax
liabilities on a net basis or realise and
settle simultaneously.

Provisions and contingent liabilities (s)

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company
has a legal or constructive obligation arising as a
result of a past event and it is probable that an
outflow of economic benefits will be required to settle
the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions
are stated at the present value of the expenditure
expected to settle the obligation.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

®

Provisions and contingent liabilities (continued)

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.

Revenue recognition

Provided it is probable that the economic benefits
will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised as follows:

() Brokerage commission and service income

Brokerage commission and service income is
recognised on a trade date basis when the
relevant transactions are executed and related
services are provided.

(ii) Sale of trading securities

Revenue on sale of trading securities is

recognised on a trade date basis when the
relevant transactions are executed.

R AERER AR

2.

FESHEE (B

(s)

(t)

ERERIREE (B)

an 3R A% A 28 SN B AT BE M
BRSO EA Y AR AR
HAIEREEH BREREE
BERE BEENSINEH
A Bt AR B BR S o 20 ROE
BEEARFRFTAZRAR
ENREBETERERS
FE LWEEEENTERES
FBEEE BLBENEIRE
A B M A 4 B BR Sh o

LN

ERELRAEERANE
B K Be %A A 5 i 5t B WA A
A (ER) B WA RE
THIEERR:

(i B2 BIRFERA

42 R % B IR 5 WA
CHRDEREMR
SHA2RS AR
S 5 7 AR B 4R 4
%

(ii) HEX ZiEFH
HERXSEHF 2 HA

BRABEX ST
2R BEREE.



2

NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

t)

Revenue recognition (continued)

(i)

(iv)

v)

Rental income from operating leases

Rental income receivable under operating
leases is recognised in profit or loss in equal
instalments over the periods covered by the
lease term, except where an alternative basis
is more representative of the pattern of
benefits to be derived from the use of the
leased asset. Lease incentives granted are
recognised in profit or loss as an integral part
of the aggregate net lease payments
receivable. Contingent rentals are recognised
as income in the accounting period in which
they are earned.

Dividends

Dividend income from listed investments is
recognised when the share price of the
investment is quoted ex-dividend.

Dividend income from unlisted investments is
recognised when the shareholder’s right to
receive payment is established.

Interest income

Interest income is recognised as it accrues
using the effective interest method.

2.

FESHBEK (&)
(t) WARER (&)
(i) HAHEHEZHzHA

REEAERER AR
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REMEEWA-KE
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NOTES TO THE FINANCIAL STATEMENTS

B %5 ¥R AR MY R

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(u)

Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at the balance sheet
date. Exchange gains and losses are recognised in
profit or loss, except those arising from foreign
currency borrowings used to hedge a net investment
in a foreign operation which are recognised directly
in equity.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at
the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are
stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was
determined.

The results of foreign operations are translated into
Hong Kong dollars at the exchange rates
approximating the foreign exchange rates ruling at
the dates of the transactions. Balance sheet items,
including goodwill arising on consolidation of foreign
operations acquired on or after 1st January 2005,
are translated into Hong Kong dollars at the foreign
exchange rates ruling at the balance sheet date.
The resulting exchange differences are recognised
directly in a separate component of equity. Goodwill
arising on consolidation of a foreign operation
acquired before 1st January 2005 is translated at
the foreign exchange rate that applied at the date of
acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative
amount of the exchange differences recognised in
equity which relate to that foreign operation is
included in the calculation of the gain or loss on
disposal.

FRARZRARA
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(v)

(w)

Borrowing costs

Borrowing costs are expensed in profit or loss in the
period in which they are incurred, except to the
extent that they are capitalised as being directly
attributable to the acquisition, construction or
production of an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale.

The capitalisation of borrowing costs as part of the
cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing
costs are being incurred and activities that are
necessary to prepare the asset for its intended use
or sale are in progress. Capitalisation of borrowing
costs is suspended or ceases when substantially all
the activities necessary to prepare the qualifying
asset for its intended use or sale are interrupted or
complete.

Related parties

For the purposes of these financial statements,
parties are considered to be related to the Group if
the Group has the ability, directly or indirectly, to
control the party or exercise significant influence over
the party in making financial and operating decisions,
or vice versa, or where the Group and the party are
subject to common control or common significant
influence. Related parties may be individuals (being
members of key management personnel, significant
shareholders and/or their closed family members) or
other entities and include entities which are under
the significant influence of related parties of the
Group where those parties are individuals, and post-
employment benefit plans which are for the benefit
of employees of the Group or of any entity that is a
related party of the Group.

2. EEEHEEE)

(V)
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For the year ended 31st December 2005
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(x)

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products
or services (business segment), or in providing
products or services within a particular economic
environment (geographical segment), which is subject
to risks and rewards that are different from those of

other segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting format
and geographical segment information as the
secondary reporting format for the purposes of these
financial statements.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis to that segment. For example,
segment assets may include trading securities, trade
receivables and property and equipment. Segment
revenue, expenses, assets, and liabilities are
determined before intra-group balances and intra-
group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balance and transactions are between
Group entities within a single segment. Inter-segment
pricing is based on similar terms as those available
to other external parties.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both
tangible and intangible) that are expected to be used
for more than one period.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans, borrowings,
tax balances, corporate and financing expenses.
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of new and revised
HKFRSs that are effective for accounting periods on or
after 1st January 2005. In addition, the Board of Directors
has decided to change its accounting policy on the
measurement of revenue from trading securities in order to
better reflect the Group’s operating activities. The following
sets out information on the significant changes in accounting
policies for the current and prior accounting years reflected
in these financial statements.

The Group has not applied any new standards or
interpretations that are not yet effective for the current
accounting year.

(a) Restatement of prior periods and opening
balances

The following tables disclose the adjustments that
have been made in accordance with the transitional
provisions of the respective HKFRSs to each of the
line items in the consolidated income statement and
balance sheets as previously reported for the year
ended 31st December 2004. Details of these
changes are set out in notes 3(c) to 3(i).
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NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005

Bz

CHANGES IN ACCOUNTING POLICIES

(a)

EERFT_A=+—HILFE

Restatement of prior periods and opening
balances (continued)

Consolidated income statement for the year ended

31st December 2004:

Turnover
Cost of sales
Other income

Staff costs
Depreciation and
amortisation

eXpenses
Qther operating
expenses

Profit from
operations

Finance costs

Gain on disposal of
interest in an
associate

Share of profits less
losses of associates

Impairment loss on
goodwill attributable
to interests in
associates

Loss before taxation
Income tax

Loss after taxation

Attributable to:

Shareholders of the
Company

Minority interests

(Loss)/eamings per
share (Cents)
- Basic
- Diluted

EX8
HERK
EA

EI1%R
NERBEER

EfAEER

K

R

BHER
HEBREREZ
B

H

0

2
B
R
EEBEAT
BiHERE
BANTRE

REHERE

RHRAER
HA

BRAER

ERREERR:

FATRR
SHBRA

R AERER AR

2004 (as

previously
reported)

—2EQ
(WA2H)

HK$'000

EBTT

223,962

267,604

191,606
(70,059)

(4817)

(71,362)

345,368
(7,925)

(428,941)

(102,300)

(193,798)
(13,479)

(207,277)

(215,192)
7915

(207,277)

EBEEE (&)
EFERBAOGKRES (8)

(a)

34

10 1

=
14

Effect of new accounting pollcles increase/(decrease) in profit for the year

HENHAzHE-FENELN/ (HD)

HKFRS 2
(note 3(c))
BRHH
BEEH
£25
(HE3(c)
HK$'000
BT

(7,209

(7,209

(7,209)

HKFRS 3
(note 3(i))
BRHE
BEEH
£3%
(H&E3()
HK$'000
BT

166,514

166,614

166,014

166,014

166,614

10.65
10.65

HKAS 1
(note 3(g))

il
EAF15
(K 3())

HK$'000

BRI

(2,093)

(2,093)
2,003

HKAS

16 & 17
(note 3(f))
g
Bt
$16, 17%
(HE3(f)
HK$'000
BETT

(3339)

(3339)

(3970)

(3970

Revenue
measurement
(note 3(h))

BAGTE
(Wa3(h)
HK$'000
ARTT

2,631,492
(2,631,492

TMFE+= A=+
EZiraEmKk:
2004 (as
Sub-total restated)
“EEQ
it (B51)
HK$'000 HK$'000
BEFT  BETR
2,631,492 2,855,444
(2,631,492)  (2,631,492)
(3,339) 264,315
(3,339) 488,267
(7,209) (77,268)
(631) (5,448)
- (71,362)
(11,179) 334,189
- (7,925)
166,514 166,514
(2,093) (431,034
- (102,300)
158,242 (40,556
2,093 (11,386)
155,335 (61,942)
155,335 (59,857 )
- 7,915
156,335 (61,942)
9.93 (3.83)
9.93 (3.83)
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CHANGES IN ACCOUNTING POLICIES (continued) 3.

(a)

NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

Restatement of prior periods and opening (a)

balances (continued)

Consolidated balance sheet as at 31st December

2004:

Non-current assets

Fixed assets

Investments in associates
Available-for-sale securities
Intangible assets

Deferred tax assets

Current assets

Advances to customers

Amount due from ultimate
holding company

Debtors, deposits and
prepayments

Trading securities

Bank balances and cash -
general accounts

Current liabilities
Creditors, deposits received

and accrued charges
Amounts due to associates
Loan from ultimate

holding company
Amount due to ultimate

holding company
Provision for taxation

Net current assets

NET ASSETS

FRBEE
ETEE
BenmkE
BREEES
EWEE
BREHEEE

RBEE
EPER
R &EER
RAHE
EYRER & e
RERHK
R5E%
BigBRAS
-~ k&P

RBAE
EN&R EhEE
RERER
ERBERANE
JE A S R A A
L85
N SR BER A A
LB
HE%E

FRBEE
FEE

ERREREE (&)

EERBMAOSHRED (B)

HW—ZE
—B2&H4E

Effect of new accounting policies -
increase/(decrease) in net assets

FEHRRZYE-EEFREN/ (BD)

2004 (as
previously
reported)

HKFRS 2
(note 3(c))
ERIK
HEER
—ZZN F2%
(MAER) (KE3(0)
HK$'000 HK$'000
BEFT  EETL

146,794 =
1,029,349 =
861,341 =
1,250 =
8,342 =

2,047,076 =

328,696 =
2,613 =

313,697 =
234,300 =

2,456,606 =

3,335,912 =

(240,327) -
(438) -

(436,490) -

(243) =
(219,754) =

(897,252) =
2,438,660 =

4,485,736 =

REEAERER AR

HKAS

16 & 17
(note 3(f))
EHEE
ERI%16
175

(W &£3(f)
HK$'000
BETT

(2,671)

(2,671)

Sub-total

) E—|-
HK$’000
BEFT

(2,671)

(2,671)

(2,671)

WE+=—R=+
BEABEXR:

2004 (as
restated)

—Z2ZQN

(23)
HK$000
BETT

144123
1,029,349
861,341
1,250
8,342

2,044,405

328,696
2,613

313,697
234,300

2,456,606

3,335,912

(240,327)
(438)

(436,490)

(243)
(219,754)

(897,252)
2,438,660

4,483,065
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005

RE_FEAFI_A=1—ALFE

CHANGES IN ACCOUNTING POLICIES (continued)

(a)

Restatement of prior periods and opening

balances (continued)

CAPITAL AND RESERVES
Share capital

Option premium reserve
Asset revaluation reserve
Investment revaluation reserve
Other reserves

Retained profits

Total equity attributable to
shareholders of the
Company

Minority interests

TOTAL EQUITY

R AERER AR

RARG®
BA
RRELERE
EEEMMFH
REEMHER
it G R
REEF

BERRALT
RREH

LB RES

BEAR

2004 (as
previously
reported)

—EEN
(AT 28)
HK$'000
BETT

1,568,601
121
470,205
1,981,308
453,673

4,468,908
16,828

4,485,736

3.

ERBRREE (&)

(a) HAERMAEHKRED (B)

Effect of new accounting policies -

increase/(decrease) in net assets

HENRK HE-KERELEN/ (HD)

HKAS
HKFRS 2 16 & 17 2004 (as
(note 3(c))  (note 3(f))  Sub-total restated)
ERME  BEER
BERA  ERH6,
EYLid 17% ZEEN
(Kzt3c)  (BaE3(f) Pt (B3)
HK$'000 HK$’000 HK$'000 HK$'000
BT EETT  BETT EETR
- - - 1,563,601
10,165 - 10,165 10,165
- (121) (121) -
- - - 470,205
- - - 1,981,308
(10,165) (2,550) (12,715) 440,958
- (2,671) (2,671) 4,466,237
- - - 16,828
- (2,671) (2,671) 4,483,065
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BE-ZTTAGF+-_HA=+—HIFE

3.  CHANGES IN ACCOUNTING POLICIES (continued) 3. EFEBE#SE (&)
(a) Restatement of prior periods and opening (a) CERHOL&LED (B)

balances (continued)

A—EEMFET_HA=+

Company balance sheet as at 31st December 2004 R

“RrAREEAMEE:

Effect of new accounting policies -
increase/(decrease) in net assets
HEHRAZYE -
EEFHEEMN (RBD)

2004 (as
previously HKFRS 2 2004 (as
reported) (note 3(c)) restated)
EENE
ERHE
—2E[N E25% —EZ
(mEr2%)) (KHaF3(c) (E5)
HK$'000  HK$'000  HK$'000
BT T BT T BT
Non-current assets ERBEE
Fixed assets TEE 1,561 - 1,561
Investment in subsidiaries Bt B8 2 B4R & 1,521,120 - 1,521,120
Amount due from subsidiaries & Wi BT/ & A1 RROE 3,488,163 - 3,488,163
5,010,844 - 5,010,844
Current assets REEE
Amount due from a & Llﬁl A
subsidiary 28 50,000 - 50,000
Debtors, deposits and fﬂﬂlﬁﬁfﬂ e
prepayments &%ﬁ NE 5,459 = 5,459
Bank balances and cash - R 7 ﬁ ER R E
general accounts —REP 181 = 181
55,640 - 55,640
Current liabilities & EJE
Creditors, deposits received BAER EWES
and accrued charges RERER (2,098) = (2,098)
Amounts due to subsidiaries JE 1< BT B 2 R FRIA (1,588,730) - (1,588,730)
Amount due to an associate JE 1 B & 2 B) SRR (438) = (438)
Loan from ultimate & & AR B )
holding company Z B (436,490) - (436,490)
Amount due to ultimate e AR PR A A
holding company 2R (243) = (243)
(2,027,999) - (2,027,999)
Net Current Liabilities FRBAEME (2,083,639) - (2,083,639)
NET ASSETS FEE 3,038,485 - 3,038,485
CAPITAL AND RESERVES R #
Share capital A% 2% 1,563,601 - 1,563,601
Share premium PR A (B 5,626,086 - 5,626,086
Capital redemption reserve BR[O 2,984 = 2,984
Option premium reserve R E - 10,165 10,165
Accumulated losses RiTEE (4,154,186) (10,165)  (4,164,351)
TOTAL EQUITY ERfs 3,038,485 - 3,038,485

REEAERER AR
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005

RE_FEAFI_A=1—ALFE

CHANGES IN ACCOUNTING POLICIES (continued)

(b) Estimated effect of changes in accounting
policies on the current year

The following tables provide estimates of the extent
to which each of the line items in the consolidated
income statement and consolidated balance sheet
for the year ended 31st December 2005 is higher or
lower than it would have been had the previous
policies still been applied in the year, where it is
practicable to make such estimates.

Estimated effect on the consolidated income
statement for the year ended 31st December 2005:

Turnover
Cost of sales
Other income

Staff costs
Depreciation and amortisation
EXpenses

Profit from operations
Income tax

Profit after taxation

Attributable to:
Shareholders of the Company
Minority interests

Earnings per share (Cents)
- Basic
- Diluted

R AERER AR

EXE
HERK
EfhA

ERR-§=
FEREEER

KERM
HE

R AT

ERENSER:
AATRR
D HRRES

gREN/ (BR) (1)
-ER
-43%

HKFRS 2

(note 3(c))

ERIE
He kA

£2%
(Ki&£3(c))
HK$000
BETT

3.

EHBRRE (8)
(b) BHBEBEHREENLH
5%

EERAMEGEABRT AT
DT RBAEN G HEKE
AEDRERAFAE_FTA
F+_A=+—HALFEHN
AR REAEERARE
KPE—IHB KSR MR
LEthE R

WRBE-TERFT=A
=t-ALFEZHA AN
R2MBHEE:

Effect of new accounting policies -

increase/(decrease) in profit for the year

HENRE HE-FEABEN/ (HD)

HKAS

16 & 17
(note 3(f))
ERE
ERI%16,
1758

(B aE3(f)
HK$'000
BEFTT

6,267

5,849
5,849
5,849

0.37
0.37

Revenue

HKAS 39 measurement
(note 3(d))  (note 3(h)) Total

ERE
8

E0%  WAGE
(W&E3(d)  (B&E3h) &t
HK$'000 HK$'000 HK$'000
BEFT  EETT  BETR
1,860 1,689,514 1,691,374
- (1,689,514) (1,689,514)
- - 6,267
1,860 = 8,127
- - (12,281)
- - (418)
1,860 - (4,572)
(338) = (338)
1,522 - (4,910)
1,346 - (5,086)
176 - 176
1,522 - (4,910)
0.09 - (0.33)
0.09 - (0.32)
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CHANGES IN ACCOUNTING POLICIES (continued) 3. EIBEEE (&)

(b)

Estimated effect of changes in accounting (b) EBHBRXESEHEAFEMNR

policies on the current year (continued)

Estimated effect on the consolidated balance sheet HR-F

as at 31st December 2005:

Non-current assets
Fixed assets
Available-for-sale securities

Current assets
Trading securities

Current liabilities
Provision for taxation

Net current assets
Deferred tax liabilities
NET ASSETS

CAPITAL AND RESERVES
Share premium

Option premium reserve
Asset revaluation reserve
Investment revaluation reserve
Retained profits

Total equity attributable
to shareholders of
the Company

Minority interests

TOTAL EQUITY

FRBEE
BEA&E
BHHERE S

&

b s

Sit
Sm =
[
Stk

N
2

RBEE
B

RRBEE
BEEHRAE
REE

BRAER @R
B (E
RBELBRFE
BESMHME
REERERB
REAH

BERELT
Ve £

DER R ES
BEEH

HEZ AC)

o> A
ms =

F+=-A=
—AZEEEERBERZME

=1 B/ 40 .
AR E:

Effect of new accounting policies -
increase/(decrease) in net assets

FEHUR 2 HE-BEFREM/ (HD)

HKFRS 2 HKAS 16 & 17 HKAS 39 Total
(note 3(c)) (note 3(f)) (note 3(d))
BRI B EHRg £
REER R %16, it &R
EVL 17% #3095

(KHt&E3(c) (Hia3(f) (et 3(d) At

HK$000 HK$’000 HK$’000 HK$'000

EETT EETT EETT EETT

- 9,108 - 9,108

- - 2,481 2,481

- 9,108 2,481 11,589

- - 1,860 1,860

- - 1,860 1,860
- - (338) (338)
- - (338) (338)

- - 1,522 1,522
- - (420) (420)

- 9,108 3,583 12,691
1,592 - - 1,592
8,976 - - 8,976
- 3,259 - 3,259

- - 2,061 2,061
(10,568) 5,849 1,346 (3,373)
- 9,108 3,407 12,515

- - 176 176

- 9,108 3,583 12,691
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(b)

(c)

Estimated effect of changes in accounting
policies on the current year (continued)

Estimated effect on the Company balance sheet as
at 31st December 2005:

CAPITAL AND RESERVES BAREE
Share premium I& AR B
Option premium reserve TR 8 B R
Retained profits RE & F
TOTAL EQUITY ERAHE

Staff share option scheme

In prior years, no amounts were recognised when
employees (which term includes Directors) were
granted share options over shares in the Company.
If the employees chose to exercise the options, the
nominal amount of share capital and share premium
were credited only to the extent of the option’s
exercise price receivable.

With effect from 1st January 2005, in order to comply
with HKFRS 2 “Share-based Payment”, the Group
recognises the fair value of such share options as
an expense in the income statement. A
corresponding increase is recognised in an option

premium reserve within equity.

R AERER AR

3. ERBESE ()

(b)

B RREEHLIFENMS

stRE(E)

W _ZEERFE+ A=+
—HZRARIBEBGBERZME

=1 B/ 40 .
IR E:

Effect of new accounting policies -

increase/(decrease) in net assets

HKFRS 2 (note 3(c))

FEHBRRzEE -EEFHEEM (HD)
(BRMBHREER) E25% (A& 3(c)

(c)

HK$’000
BETFT

1,592
8,976
(10,568)

BEERKRE

EEF YEEMNSRERSE
(BRES) BREADAR
P BB R AR - N R B R 1B AT
BRI RAEITEENE
WeB& DT ARAEE
LA G BRE

“TERF-—A—HE &
RRCB B E 2R F25%
(AR ER]  AEBAEKR
BENDRFERBER AR
RB X - 12 B R = Y
R 4 Vi (B 7 1R E AR FE /Y 38
e



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

3. CHANGES IN ACCOUNTING POLICIES (continued)

(c)

(d)

Staff share option scheme (continued)

Where the employees are required to meet vesting
conditions before they become entitled to the
options, the Group recognises the fair value of the
options granted over the vesting period. Otherwise,
the Group recognises the fair value in the period in
which the options are granted.

If an employee chooses to exercise options, the
related option premium reserve is transferred to share
capital and share premium, together with the exercise
price. If the options lapse unexercised the related
option premium reserve is transferred directly to
retained earnings.

The new accounting policy has been applied
retrospectively with comparatives restated in
accordance with HKFRS 2, except that the Group
has taken advantage of the transitional provisions
set out in paragraph 53 of HKFRS 2 under which
the new recognition and measurement policies have
not been applied to all options granted to employees
on or before 7th November 2002.

The amount charged to the income statement as a
result of the change of policy increased staff costs
by HK$12,281,000 (2004: HK$7,209,000), with the
corresponding amount credited to equity. Details of
these changes are set out in the statement of
changes in equity and note 3(a) and (b).

Financial instruments

Changes in accounting policies relating to financial
instruments are as follows:

3. EFNBEEX#F @

(c)

(d)

REEAERER AR

BERKREE (E)

REEZANE A B GME
MEAZB L RRE KK
RABRREERBARERE
FE-BA AEERELR
PR RERR E AP {E

I

2

EREEETERME HEA
MR LEREBERTE
B8 ARRAS R B AN gt {8 AR IR
40 73 B A 2K 3T R 47T 158 - 4
MORRELEEREERE
ARBE BT -

e BB ENAERE
BRAKERB(RBVBHRSE
YEBI) 55257 B 53EL MY B E 1
X AHE—_ZTZT_F+
—AtBAEBERTFEENR
BREFAFOER R 2K
BN BB FTERBC(ES
ISR E &R FoR M ER
Rl

HRETHEREEmMAKE
AR X SHEY B TR 8
#12,281,000T (Z T Z Y
75 5 7,209,0007T ) M AE R &Y
PREEARBEN - ZEFERD
ERE=EHR KW@ X(Db)
IR

TWMITR

SHIANRHBEZEN
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(d)

Financial instruments (continued)

(1)

Changes in measurement of financial
instruments

In prior years, equity investments held on a
continuing basis for an identifiable long-term
purpose were classified as non-trading
securities and stated at fair value with changes
in fair value recognised in the investment
revaluation reserve until sold, or determined
to be impaired, at which time the cumulative
gain or loss representing the differences
between the net sales proceeds/net
recoverable amount and the carrying amount
of the relevant security, together with any
surplus/deficit transferred from the investment
revaluation reserve was dealt with in the
income statement.

With effect from 1st January 2005 and in
accordance with HKAS 39 “Financial
Instruments: Recognition and Measurement”,
the following new accounting policies are
adopted for financial instruments. All non-
trading securities are designated as available-
for-sale securities and carried at fair value.
Changes in fair value are recognised in the
investment revaluation reserve, unless there
is objective evidence that an individual
investment has been impaired, at which time
the cumulative loss that has been recognised
directly in the investment revaluation reserve
is removed from the reserve and is recognised
in consolidated income statement. Any
subsequent increase in fair value of available-
for-sale equity securities is recognised directly
in equity.

R AERER AR

3.

ERBRREE (&)

(d)

$®MIA ()

(1)

TR TAFENEE

EBEFE - FREN
RiEERPFAE RS
M FIMEIER &
FUBAFEAR A
FEENEHERE
BEfFEETER L
EAWRBERD LR
BN ZBEFZEEE
HBHERFE AR
[l % 88 &9 = Bl & R 5t
BNKEE ERC®
BRRREER/FHEET
ZEE/REERNE
mR R BRe

H-ZEERF—F—
B &BATEMNK
(BEHEETER)E39
SR T A FERE
TR CAHRRSE
HFoHERBHRHEES
FoWARFEY L
ARAFEEHEELZ
ARERBFMERE
BRESMHBEBERNER
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(d)

Financial instruments (continued)

(1)

@)

Changes in measurement of financial
instruments (continued)

The adoption of HKAS 39, in this regard, has
no effect on the Group’s profit before taxation
for the year ended 31st December 2005 and
the amount of investment revaluation reserve
at 31st December 2005.

Determination of fair value

In prior years, the fair value of trading
securities and non-trading securities that were
quoted in active markets were determined by
reference to the last trade price. With effective
from 1st January 2005, in accordance with
HKAS 39, fair value of trading securities and
available-for-sale securities that are quoted in
active markets are determined by reference
to the current bid price.

The change was adopted by way of a
decrease in the opening balance of the
retained earnings and investment revaluation
reserve by HK$386,000 and HK$1,968,000
respectively. The adjustments for each
financial statement line item affected for the
year ended 31st December 2005 are set out
in note 3(b).

3.

EBRREE (&)

(d)

REEAERER AR

$®MITA ()

(1)

2

SHIAHENE
()

ERAE HKRHCES
ST EA) 5395 A
CEEBE_ZTTHEF
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[ 2 B AT & F R R
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- By 488
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RFEZEE

REFE RNERM S
EhzRBEFEF
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(e)

()

Investment properties

In prior years movements in the fair value of the
Group’s investment properties were recognised
directly in the asset revaluation reserve except when,
on a portfolio basis, the reserve was insufficient to
cover a deficit on the portfolio, or when a deficit
previously recognised in the income statement had
reversed, or when an individual investment property
was disposed of. In these limited circumstances
movements in the fair value were recognised in the
income statement.

Upon adoption of HKAS 40, as from 1st January
2005, all changes in the fair value of investment
properties are recognised directly in the income
statement in accordance with the fair value model in
HKAS 40.

This change in accounting policy has been adopted
retrospectively with no change in the opening balance
of retained earnings as of 1st January 2005 (1st
January 2004: increase in the opening balance of
retained earnings by HK$207,000 to include all of
the Group’s previous asset revaluation reserve in
respect of investment properties). There is no change
in the Group’s profit before taxation for the year
ended 31st December 2005 (2004: HK$nil) as a result
of adoption of this new policy.

Land and buildings held for own use

In prior years, leasehold land and buildings held for
own use were stated at revalued amounts less
accumulated depreciation and accumulated
impairment losses. Increases in valuation were
credited to the asset revaluation reserve. Decreases
in valuation were first offset against increases on
earlier valuations in respect of the same property
and were thereafter debited to profit or loss. Any
subsequent increases were credited to profit or loss
up to the amount previously debited.

R AERER AR

3.

ERBRREE (&)

(e)

()

REW =

REBEFEAEEREME
ZRFEEHLEEREE
EfMFEBAER BRIFS &
BREEEELTRAEHE
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(f)

Land and buildings held for own use (continued)

With the adoption of HKAS 17 as from 1st January
2005, the leasehold interest in the land held for own
use is accounted for as being held under an
operating lease where the fair value of the interest in
any buildings situated on the leasehold land could
be separately identified from the fair value of the
leasehold interest in the land at the time the lease
was first entered into by the Group, or at the date of
construction of those buildings, if later.

Such leasehold land will no longer be revalued.
Instead, any pre-paid land premiums for acquiring
the land leases, or other lease payments, are
amortised on a straight line basis over the lease
term. The amortisation charge for the period is
recognised in the income statement.

Any buildings held for own use which are situated
on such land leases continue to be presented as
part of property, plant and equipment. However, as
from 1st January 2005 the buildings are also stated
at cost less accumulated depreciation, rather than
at fair value, to be consistent with the new policy
required to be adopted for the land element.

The new accounting policies have been adopted
retrospectively, with the opening balances of retained
profits and the asset revaluation reserve and the
comparative information adjusted for the amounts
relating to prior periods as disclosed in note 3(a)
and the consolidated statement of changes in equity.
In respect of the year ended 31st December 2005 it
is estimated that the profit is HK$5,849,000 lower
than it would have been had the previous policy still
been applied in the current year while the assets
revaluation reserve is HK$3,259,000 lower. Details
are shown in note 3(b).

3.
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(9)

Changes in presentation

(1)

(i)

Presentation of share of associates’ taxation

In prior years, the Group’s share of taxation
of associates accounted for using the equity
method was included as part of the Group’s
income tax in the consolidated income
statement. With effect from 1st January 2005,
in accordance with the implementation
guidance in HKAS 1, the Group has changed
the presentation and includes the share of
taxation of associates accounted for using the
equity method in the respective share of the
associates’ profits less losses reported in the
consolidated income statement before arriving
at the Group’s profit or loss before tax. These
changes in presentation have been applied
retrospectively with comparatives restated as
shown in note 3(a).

Minority interests

In prior years, minority interests at the balance
sheet date were presented in the consolidated
balance sheet separately from liabilities and
as a deduction from net assets. Minority
interests in the results of the Group for the
year were also separately presented in the
consolidated income statement as a deduction
before arriving at the profit attributable to
shareholders.

FRARZRARA

3.

(9)
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(9)

(h)

Changes in presentation (continued)

(i) Minority interests (continued)

With effect from 1st January 2005, in order
to comply with HKAS 1 “Presentation of
and HKAS 27
“Consolidated and Separate Financial

Financial Statements”
Statements”, minority interests at the balance
sheet date are presented in the consolidated
balance sheet within equity, separately from
the equity attributable to the shareholders of
the Company, and minority interests in the
results of the Group for the period are
presented on the face of the consolidated
income statement as an allocation of the total
profit for the period between the minority
interests and the shareholders of the
Company.

The presentation of minority interests in the
consolidated balance sheet, income statement
and statement of changes in equity for the
comparative period has been restated
accordingly as shown in note 3(a).

Revenue measurement on sale of trading
securities

In prior years, the Group’s net gain or loss on
disposal of trading securities was reported as a
component of the Group’s turnover. With effect from
1st January 2005, the proceeds received on the
disposal of trading securities investments are
included in turnover with the corresponding cost of
investment disposed of being reported as cost of
sales. These changes in presentation have been
applied retrospectively with comparatives restated
as shown in note 3(a) and the effect on the current
year is shown in note 3(b).

3.
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CHANGES IN ACCOUNTING POLICIES (continued)

(M

Gain on disposal of interest in an associate

In February 2004, the Group disposed of its interests
in International Bank of Asia (“IBA”), then an
associate of the Group, to Fubon Financial Holdings
Limited. The Group received HK$862 million in cash
upon completion of the deal in March 2004.

The then remaining balance of goodwill reserve of
HK$166 million was netted off through the
consolidated income statement of the 2004
consolidated financial statements of the Group, which
was not fully compliant with the newly adopted
accounting standard HKFRS 3
Combinations”

“Business
. Had the disposal of the IBA interests
been accounted for in accordance with HKFRS 3,
the balance of goodwill reserve would not have to
be reflected in the consolidated income statement.
The disposal of the interest in IBA should have given
rise to a profit of HK$166 million in the 2004
consolidated income statement of the Group.

To comply with HKFRS 3 in full, the Board resolved
on 15th September 2005 to adjust the 2004
consolidated income statement of the Group
accordingly. Appropriate disclosure has been made
the Group’s interim results announcement dated 15th
September 2005 and the effects are as shown in
note 3(a).

This change in presentation has no impact on the
Group’s net asset value and shareholders’ equity.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

3. CHANGES IN ACCOUNTING POLICIES (continued)

1)

Definition of related parties

As a result of adoption of HKAS 24 “Related party
disclosures”, the definition of related parties has
expanded to clarify that related parties include
entities that are under the significant influence of a
related party that is an individual (i.e. key
management personnel, significant shareholders and/
or their close family members) and post-employment
plans which are for the benefit of employees of the
Group or of any entity that is a related party of the
Group. The clarification of the definition of related
parties has not resulted in any material changes to
the previously reported disclosures of related party
transactions nor has it had any material effect on
the disclosure made in the current year, as compared
to those that would have been reported had SSAP
20, “Related party disclosures”, still been in effect.
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off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

TURNOVER AND OTHER INCOME 4.

Turnover and other income recognised during the year are
as follows:

Turnover EER

Sale of trading securities Hj%“%&éfzuﬁw\m
— equity securities - BREBH
— debt securities —EHEE
— derivatives and others —PTHET R REHA

Net unrealised gain/(loss) on RGTWEZRERF
trading investments Was, (#BK)
— trading securities —RGEH
— derivatives —f$TAETA

Interest income B A
— bank deposits —IRITFE K
— advances to customers —BPEX
- finance lease —EBAXHEEEH
- others —HAth

Dividend income A B A
— listed investments —EmERE
— unlisted investments —JELMEE

Gross rental income from REREMEMES
investment properties LR N

Brokerage commission and K Be ERBHA
service income

Other income Hiug A

Net gain on disposal of 5 ERAUHEESZ
available-for-sale securities el

Surplus on revaluation WEYFEEMILE
of investment properties

Reversal of impairment loss on ) 2 Rk (B 18 2K (B B
properties

Compensation from A B 18
legal claims

Gain on disposal of HERBTEEE 2 M=
fixed assets

Gain on disposal of a jointly HERRAEHEEER
controlled entity 2 Wz

Recovery of doubtful debts W B LA B 4F & R AR 2E 1
previously written off

Write back of doubtful R PR 2E 4 [0 5%
debts provision

Others Efth

R AERER AR

EXEBEMAEAMUEA

RERNF AR 2 & 50 HEH A 40
~:

2005 2004
—EERF —EETNF
HK$°000 HK$’000
BT T BT T
(Restated)
(E31)
1,286,439 2,162,730
388,025 445,340
74,281 53,770
21,516 22,553
(10,087) -
65,044 10,966
34,156 22,081
4,783 -
14,995 3,302
33,130 36,599
- 1,381
1,349 1,414
100,481 95,308
2,014,112 2,855,444
147,871 203,924
2,300 7,470
- 46,619
12,314 -
28 378
- 1,806
7,909 91
3,500 -
7,244 4,027
181,166 264,315
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

PROFIT FROM OPERATIONS

Profit from operations is stated after charging the followings:

Exchange loss, net
Depreciation on owned assets
Operating lease rentals in

respect of rented premises
Operating lease rentals in

respect of rented equipment
Auditors’ remuneration
Provision and write-off of

bad and doubtful debts

FINANCE COSTS

Interest on bank loans
Interest to ultimate holding
company (note 30(a))

PE B 1R - R AR

BEBREEEFRE

THEEELSE
HEME

REKEHERES

% 88 E B &
R R B 2 1 I B

RITERZHME
RAEER AR E R

Z A B (B17£30(a)

2005
—E2RF
HK$’000
EBETT

5,802
5,067

3,459

10
1,259

202

Bt 8 A

REEAERER AR

2005
—TTIF
HK$°000
BT
6,184

14,748

20,932

2004
—ETNE
HK$'000
BT T
(Restated)
(E31)

554
5,448

2,811

22
1,160

2004
—ZEFUF
HK$’000
BT T
2,170

5,755

7,925
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

STAFF COSTS 7. BIEHA
2005 2004
—ZEERF —EETNEF
HK$°000 HK$’000
EBETT BT T
(Restated)
(&%)
Salaries and allowances T & KRR 68,669 65,554
Share-based payments VAR 1 (8 1~ 12,281 7,209
Staff welfare and insurance ETHRF &ERR 3,078 2,552
Staff training and recruitment BT RBE 848 758
Pension costs-mandatory RIREA — BB S
provident fund and defined R ERBMEREE
contribution plans 1,148 1,195
86,024 77,268

R AERER AR



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

8. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ 8.
EMOLUMENTS
(a) Directors’ emoluments:
Directors’ remuneration disclosed pursuant to section
161 of the Hong Kong Companies Ordinance is as
follows:
Salaries,
allowances
and benefits
Directors’ in kind
fee H& E2ER
Ezne EUAE
HK$'000 HK$'000
B¥fn  E¥Tn
Executive directors HiTEE
Wang Mingquan THE 170 2,233
Guo You IR 125 -
Zhou Liqun B 170 780
He Ling E% 125 780
Chen Shuang R 125 780
Xu Haoming EH 78 -
Xu Bin Fl 83 -
Xie Zhichun BiEE 40 -
Lau Chung Man, Louis 3 4 461
Independent non-executive BUH1ES
directors
Ng Ming Wah, Charles RBE 165 -
Tung Wai, David Ef 185 -
Seto Gin Chung, John A fE R 190 S
Lin Zhijun HEE 45 -
1,545 5,034

EEREEME2EBRASNM
&
(a) EEME:

Discretionary
bonuses
RERL
HK$'000
A¥TR

2,200
1,800
1,800

5,800

REEAERER AR

BEBE(ABGHIYE—]
ANT—RIHmzESHE M
~:

Share-based  Retirement
payments scheme 2005
(note) contributions Total
HRHEH 3 - %3
(i) FEER At
HK$'000 HK$:000 HK$:000
B¥Tn  EETn BRI

1,586 - 3,989
419 - 604
1,140 - 4,290
810 - 3,515
1,434 - 4,139
- - 18
419 - 562
149 - 189
50 394 949
30 - 195
385 - 510
385 - 575
- - 45
6,927 394 19,700



NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

8. DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ 8. EERBEEME 2T B AE N

EMOLUMENTS (continued) € (&)
(a) Directors’ emoluments: (continued) (a) EEMS (&)
Salaries,
allowances Share-based  Retirement
and benefits payments scheme 2004
Directors’ inkind Discretionary (note) contributions Total

fee FE EHR bonuses  BARHER B -ZEME
Ezne  ENAE  BERA (#) HEf &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT  BEFT  AE¥n EETr AETr AETx

(Restated)
(25))
Executive directors HiTEE
Wang Mingguan THE 100 1,991 1,800 1,905 = 5,796
Guo You IR 100 456 850 476 - 1,882
Zhou Liqun By 100 350 800 476 = 1,726
He Ling BR 100 780 1,500 476 - 2,856
Chen Shuang AR 3% 273 500 296 = 1,104
Wang Chuan Gl 55 - - 476 - 531
Xu Bin R 100 - - 476 - 576
Xie Zhichun BiEE 100 - - 476 - 576
Lau Chung Man, Louis B 100 1,061 650 159 49 2,019
Independent non-executive BUFHfEs
directors
Ng Ming Wah, Charles REE 140 - - 9 - 235
Tung Wai, David Ef 140 - - 9 = 235
Seto Gin Chung, John AR 120 = = 95 = 215
1,190 4,911 6,100 5,501 49 17,761
Note: The above emoluments include the value of share it U EHRBE BFRERR
options granted to certain directors under the Al BRI AT Bl 1K T R
Company’s share option scheme as estimated at EECRREBME (K
the date of grant. Details of the share option HEZGE) 5 #RR
scheme are disclosed in note 27 and in the B2 2 FIER R BHR
directors’ report. mﬁ'j 6/‘751“2 TREFSHEZ

R AERER AR



8.

NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’ 8. EEREEME2EBRASHM
EMOLUMENTS (continued) & (')

(b)  Five highest paid individuals’ emoluments (b) EEMEZEB'BAER

2005 2004

—EERF —EETNF

HK$’000 HK$’000

BETF T BT T

(Restated)

(%)

Salaries and other emoluments & & H b 3R B 5,376 7,024

Discretionary bonus 18 TE 4L 8,680 5,680

Share-based payments LA BR 153 18 1~ 5,602 2,867

Retirement scheme contributions iR K&t &4 & 24 73

19,682 15,644

2005 2004

—EERHF —EENF

HK$’000 HK$’000

EBY T T BT T

Number of directors EEAH 3 3

Number of employees EE A 2 2

5 5)

Their emoluments were within the following bands:

HK$1,500,001
HK$2,000,001
HK$2,500,001
HK$3,000,001
HK$3,500,001
HK$4,000,001
HK$5,500,001

to HK$2,000,000
to HK$2,500,000
to HK$3,000,000
to HK$3,500,000
to HK$4,000,000
to HK$4,500,000
to HK$6,000,000

* S AR T

Number of individuals

2005
—ggns
HK$°000
BT

7 #1 500,001 E 2,000,0007T -
7 2 000,001 ZE 2,500,0007T -
2 500,001 % 3,000,0007T -
7 3,000,001 % 3,500,0007C -
3 500,001 ZE 4,000,0007T 3
4,000,001 ZE 4,500,0007T 2
7 # 5,500,001 % 6,000,0007T -

REEAERER AR

2004
—ETMF
HK$°000
BEFTT
(Restated)
(E31)

- 4 o



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

DIRECTORS’ AND FIVE HIGHEST PAID INDIVIDUALS’
EMOLUMENTS (continued)

(b) Five highest paid individuals’ emoluments
(continued)

During the year, no emoluments were paid to the
five highest paid individuals (including directors and
employees) as an inducement to join the Group or
as compensation for loss of office (2004: Nil).

INCOME TAX

The provision for Hong Kong profits tax is calculated at
17.5% (2004: 17.5%) of the estimated assessable profits
for the year. Taxation for overseas subsidiaries is calculated
at the appropriate current rates of taxation in the relevant
countries.

The amount of taxation charged to the consolidated income
statement represents:

EERBEMECTEAEHM
® (&)

(b) EBEMEZAZAER (E)

RAFE 2 & B 3 8 S A B
ETEREMENTERAL (R
REZERES) ARSI EMA
HEBERIBRNEEE (ZFT
PO 4&) o

|

BEEFESHE DL ANFE 2 T ERTE
BRAIE17.5% (ZZEZTMNF:17.5%)
ERIBREE B INRF 2 TR Bli%
BAFEGTERFERAKEELK
EEBME ZEITHETE-

REABERRAZHBAKRD T :

2005 2004
—EEhHF —EETNEF
HK$’000 HK$’000
BT T BT T
(Restated)
(&%)
Company and subsidiaries AEI R KB A E
Current taxation INEF A
— Hong Kong profits tax —BABNEH 27,408 5,215
— Overseas taxation —BHNBIIE 243 413
— Under provision in respect —FEFETR
of prior years L EEH 40 3,312
Deferred taxation BT IR
- Deferred taxation relating to —EEHREELEREZR
the origination and reversal B EE A K | B
of temporary differences 6,174 2,446
33,865 11,386

R AERER AR



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

INCOME TAX (continued) 9.

The taxation on the Group’s profit/(loss) before taxation
differs from that using the Hong Kong profits tax rate as

BIE (8)

AEBERBAAN, (BR) 2HE-
HpEBMNEHRFEZEZENT:

follows:

Profit/(loss) before taxation

Calculated at a taxation rate
of 17.5% (2004: 17.5%)

BT EM, (Ei8R)

B EAT7.5%

—ETNF:17.5%)

FTE2HIE

Income not subject to taxation BARB 2 WA

Expenses not deductible for DA 2 T H
taxation purpose

Utilisation of previously 1% F LA Bl K B T 3R
unrecognised losses Z e

Tax effect of tax losses and other RERZHBEREAM
deductible temporary AHMBERERN
differences not recognised W% 2

Under provision in respect of TFEPEZEBE
prior years

Effect of different tax rates of iSEINL V=N
overseas subsidiaries MEZEHE

Taxation charge HIEE R

REEAERER AR

2005 2004
—EEREF —ETNE
HK$°000 HK$’000
BT T BT T
(Restated)

(E31)
338,365 (40,556)
59,214 (7,097)
(58,258) (89,813)
21,038 23,446
(2,949) (96)
14,773 80,835
40 3,312

7 799

33,865 11,386



10.

11.

NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

LOSS ATTRIBUTABLE TO SHAREHOLDERS 10.

Net loss for the year of approximately HK$85,886,000 (2004
(restated): net loss of HK$4,457,364,000) has been dealt
with in the financial statements of the Company.

DIVIDENDS 11.

(a) Dividends payable to shareholders of the
Company attributable to the year

Interim dividends declared
and paid of HK$nil
(2004: HK$0.015) per
ordinary share

Tk % P HIR R

Final dividend proposed after

REREMLER

REERADNBREZFBENAR
75 #5 85,886,000t (ZEE Y4 (&
BI|) : #4178 ¥ 4,457,364,0007T 2 F &5
B)ERARRZHIEHRERIFERE-

SN R

—ETNE FHKE
B EBEREE1.50) -
REZEREEZ 2 KB

the balance sheet date of % B — Nk 2 R B A% B

HKS$Nil (2004: HKS$nil)

per ordinary share RERRE)

(b) Dividends payable to shareholders of the
Company attributable to the previous financial
year, approved and paid during the year

“EENERRE

BER EFE 2R
RE NERZFENR
B RS — TR %

Final dividend in respect of the
previous financial year, approved
and paid during the year, of
HK$nil (2004: HK$0.033) per
ordinary share REREBRE AR

75 #3.310)

R AERER AR

Hﬁ /%i\

(a) EFXAQ2IARRFERAE

EzRE
2005 2004
—EZTRF —EETNF
HK$°000 HK$’000
BET T BT T
23,453
= 23,453

(b) ENEXRARREFEBRLEF
E2RE -RERZFERH

RHAKRE (ZEZWF:

ERXMN
2005 2004
—EZTRF —EETNF
HK$’000 HK$’000
BET T BT T
- 51,596



12.

NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

EARNINGS/(LOSS) PER SHARE
(a) Basic earnings/(loss) per share

The calculation of basic earnings per share is based
on the profit attributable to shareholders of the
Company of HK$295,746,000 (2004 (restated): net
loss of HK$59,857,000) and the weighted average
number of 1,564,147,527 ordinary shares in issue
during the year, calculated as follows:

Weighted average number of ordinary shares

Issued ordinary shares at
1st January

Effect of share options
exercised

P 88

(b) Diluted earnings/(loss) per share

The calculation of diluted earnings per share is based
on the profit attributable to shareholders of the
Company of HK$295,746,000 (2004 (restated): net
loss of HK$59,857,000) and the weighted average
number of 1,566,243,072 ordinary shares, calculated
as follows:

Weighted average number of ordinary shares (diluted)

Weighted average number of R+ZHA=+—H”
ordinary shares at BEITRGOZ
31st December DN 15 IR #K

Effect of deemed issue of shares
under the Company’s share
option scheme for nil
consideration

12.

R—A—BE%T

TEREEZTE

REBEA DA 2 BRAE
E RRER N
TRAMET 2B

BRER(FHE)
() BREXERF (BB

BRERZFZZARDRR
R IE(E & F B ¥ 295,746,000
T(ZEEWMF: (FFH]) F
518 78 #£ 59,857,000 ) K7
FREBTRG 2 MNEFY
A% $51,564,147,527 I% 3@ A% -

ATEWT:
1 2 0#E F 19 AR &
2005 2004
—EB2HF —ZETME

1,563,600,712 1,663,350,712

546,815 174,522

1,564,147,527 1,663,525,234

(by BRBEERFN (BB

EREBERFREADAR
5 B F| 7 # 295,746,000
T (ZZEENF (F)) FE
185 #59,857,0007T) & &
BIOTEEREMNEERBE
BEM AR M 2 ik 1 IR &
1,566,243,0720% L @A% 5+ &
PUNNE

BR 17 2 IIHEF 1 B & (#58)

2005
—E2RF

2004
—EENF

1,564,147,527 1,663,525,234

2,095,545 =

1,566,243,072 1,663,525,234

REEAERER AR



12.

13.

NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

EARNINGS/(LOSS) PER SHARE (continued)

The calculation of diluted loss per share for the year ended
31st December 2004 is the same as the basic loss per
share, as all potential ordinary shares are anti-dilutive.

FIXED ASSETS

(a) Consolidated

12.

13.

Interests in
leasehold
land held Buildings
for own held
use under for own
operating use carried
leases at cost
NEERE KEBR
KEFBR EEMN
ZHELH BASIR
HK$'000 HK$'000
AEFT AETT
Cost or valuation: HAGfE:
At 1st January 2004 (restated) RZZEQmE
-B-A (&%) 187,809 27,389
Additions RE - =
Disposals & (1,143) (3,986)
Surplus on revaluation Eff - -
At 31t December 2004 (restated) R-ZERE
TZR=ZT-R(E5) 186,666 23,408
Representing: AREMT:
At cost (restated) AR (E51) 186,666 23,403
At valuation (restated) EX{EE(23) - =
186,666 23,408
At 1st January 2005 (restated) e
—R—B (&jl) 186,666 23,403
Additions WE - -
Disposals & - (958)
Surplus on revaluation EftiEE = =
At 315t December 2005 RZZ%5E
t-A=1-H 186,666 20,445
Representing: AHET:
At cost A 186,666 22,445
At valuation EX4f = =
186,666 22,445

R AERER AR

BRER (BB (&)

 E_TTENFF+A=1+—H1E
FEEBRBEBERCHTERGRE
NEEAER BREEEN T ERKRY
EEREETE-

EEEE
(a) #&&
Furniture,
fixtures,
equipment
Investment Leasehold and motor
properties  improvements vehicles Total
HE HKREE
RENE nEEE  RERAE At

HK$'000 HK$'000 HK$'000 HK$'000
BETT BETFT BRI ERTT

23,159 9,738 36,396 284,981
- 1,157 3,451 4,608
(6417) = (2,239) (13,785)
7470 = = 7470
24,910 10,895 38,098 283,074
= 10,895 38,098 259,062
24,212 - - 24,912
24,910 10,895 38,098 283,074
24,912 10,895 38,098 283,274
= 13 1,148 1,191
= = = (958)
2,300 - = 2,300
26512 10938 39,246 285,807
= 10,938 39,246 259,295
26,512 - - 26,512
26512 10938 39,246 285,807



NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

13. FIXED ASSETS (continued)

(a) Consolidated (continued)

Accumulated amortisation,
depreciation and impairment:
At 1st January 2004 (restated)
Charge for the year (restated)
Written back on disposal

Reversal of impairment loss

At 31st December 2004 (restated)

At 1st January 2005 (restated)

Charge for the year
Written back on disposal

At 31st December 2005

Net book value:
At 31st December 2006

At 31st December 2004 (restated)

ZREE KR
R
R-ZEME-F-H
(&)
REEH R ()
th &
AERXDE

R=2Fn%-H-H
(E7)

RERGR

HEROR

Interests in
leasehold
land held

for own
use under
operating
leases

NBERE

KEFER

ZHELH

HK$'000
A¥FT

140,785
1,588

(46,619)

95,704

95,704
1,588

97,292

89,374

90,962

13.

Buildings
held

for own
use carried
at cost
KFBR
EEN
ARSI
HK$'000
A¥FT

2,010
497

2,507

2,507
467
(40)

2,934

19,511

20,896

BEEE (&)

(a)

Investment
properties

RENZ
HK$'000
BT

26,512

24212

REEAERER AR

=a (&)

Leasehold
improvements

il
VE
HK8'000
BETT

8,349
677

9,026

9,026

654

9,680

1,268

1,869

Furniture,
fixtures,
equipment
and motor
vehicles Total
BERE
#ERAE Ait
HK$'000 HK$'000
BETT A¥FT
31,467 182,561
2,686 5,448
2,239) 2,239)
- (46,619)
31,914 139,151
31,914 139,151
2,358 5,067
- (40)
34,272 144,178
4,974 141,629
6,184 144,123



NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

13.  FIXED ASSETS (continued) 13. BEEEE (&)
(b) Company (b) YN
Furniture,
fixtures and
Leasehold equipment Motor
improvements HE-£8 vehicles Total
HEMEEE T RE &t
HK$'000 HK$°000 HK$000 HK$’000
BB BB BB BEFT
Cost: B
At 1st January 2004 RZZTWNFE—HA—H - 1,843 884 2,727
Additions NE 95 169 1,348 1,612
At 31st December 2004 RZZEZMF
+ZA=+—H 95 2,012 2,232 4,339
At 1st January 2005 A\—ZEERF—-A—H 95 2,012 2,232 4,339
Additions NE - 24 = 24
At 31st December 2005 RZZETRF
+-A=+--H 95 2,036 2,232 4,363
Accumulated depreciation: i%ﬁ%
At 1st January 2004 RZZTWNFE—HA—H - 1,843 884 2,727
Charge for the year REFEE 11 18 22 51
At 31st December 2004 RZZEZMF
+TZA=+—-H 11 1,861 906 2,778
At 1st January 2005 R-ZETRF—F—H 11 1,861 906 2,778
Charge for the year AEEFIR 19 38 270 327
At 31st December 2005 RZZETRF
+-A=+-H 30 1,899 1,176 3,105
Net book value: REFE:
At 31st December 2005 RZZZTHE
+TZA=+—-H 65 137 1,056 1,258
At 31st December 2004 RZZEZMF
+ZA=1t—H 84 151 1,326 1,561

R AERER AR



13.

NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

FIXED ASSETS (continued) 13. BEEEE (&)

(c)  The Group’s interests in leasehold land and buildings ) AEBRBEABRFPEKREZ
and investment properties at 31st December 2005 METHREENKRE Y
were appraised by Messrs. S.H. Ng & Co. Limited, BHEANBILEEFMAR
an independent professional valuer in Hong Kong HERASMITIZE_ZZTRF
and Mainland China. These properties were +=—A=+—HBZEBEZEG
appraised on an open market basis and investment ELEMEHNARMEER:
properties are carried in the balance sheet at market WEMEREEABBRIAT
value. B AR
As at year end, had the Group’s interests in leasehold RER AEEBZHEELTH R
land and buildings been carried at fair value, their FEEMNEEERATEYE:
carrying amount would have been approximately Bl EREEEHEK
HK$120,688,000 (2004 (restated): approximately 120,688,0007C (ZZEZ Y F
HK$114,529,000). (F75) : K975 % 114,529,000

TT) °
Investment properties of approximately NS B @B & £ &
HK$13,356,000 (2004 (restated): approximately 13,356,000 (== /0 F
HK$22,470,000) of the Group are rented out under (E5) : 4 /& 22,470,000
operating leases, of which approximately TL) X EMEBRIRELENR
HK$5,300,000 (2004: HK$5,000,000) are rented to HMEE - EPHEE
the ultimate holding company. 5,300,0007C (ZZEZ M4 : 4

75 ¥ 5,000,0007T) B i T

AP A A

(d)  The analysis of net book value of properties is as d) YEHEmIFEINOT:

follows:
Consolidated
=a
2005 2004
—EEREF —ETNE
HK$°000 HK$'000
EBETT BT T
(Restated)
(&%)
Held in Hong Kong REE
- on long lease —DARHBLHRFSE 89,984 91,550
— on medium-term lease — AR B AR S 35,662 34,552
125,646 126,102
Held outside Hong Kong REBUNME
- on medium-term lease —ARHENRFE 9,751 9,968
9,751 9,968
135,397 136,070

REEAERER AR



NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES 14. HiBATREREKEBATIMNE

WITH SUBSIDIARIES R ER K
(a) Investments in subsidiaries (a) KMEIARE
2005 2004
—EERF —EENF
HK$°000 HK$’000
BT BT T
Investments, at cost TE RKAE:
Unlisted shares 3 Em R G5 1,522,381 1,523,120
Less: provision for B E R E B R
impairment in value (2,000) (2,000)
1,520,381 1,521,120
The directors are of the opinion that the underlying EFMRANBARINEE

value of the subsidiaries is not less than their carrying TARERE=FTRFT=
value at 31st December 2005. A=+—HWEKEEE"

R AERER AR



14.

INVESTMENTS IN SUBSIDIARIES AND BALANCES 14.

NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

WITH SUBSIDIARIES (continued)

(a)

Investments in subsidiaries (continued)

AR ()

(a)

As at 31st December 2005, particulars of the

principal subsidiaries of the Company are as follows:

Name of subsidiary

MEAREHE

GEL Venture Capital
(Shenzhen) Limited

KEREREERE (RYN)
BRAR

CEL Management Services
Limited
AAEREBRBERAA

CEL (Secretaries) Limited
KABR (WE)ERAA

China Everbright Assets
Management Limited

FEXAEEEEARAA

China Everbright Bullion
Investments Limited

FEXAREXREBERAT

China Everbright Capital
Limited
PEAAREFRAA

Place of
incorporation Class of shares
it B 143 5 A
The PRC, Not applicable
wholly foreign THEA
owned enterprise
hE-NEBERR
Hong Kong Ordinary
BE TR
Hong Kong Ordinary
Bk TR
Hong Kong Ordinary
&k B
Hong Kong Ordinary
&k B
Hong Kong Ordinary
&k B

Particulars of
issued share
capital
ERfT
BRAEE

HK$50,000,000
7 %50,000,0007T

HK$2
Bl

HK$2
Bl

HK$5,000,000
7 1% 5,000,0007T

HK$1,000
#%1,0007

HK$5,000,000
7 1% 5,000,0007T

REEAERER AR

MEARRERENBATANGE

MELRKRE (B)

ARRR-_ZEZERF+-A
St HEATIHIERWME

AT

Percentage
of equity
interest held
by the
Company
N
&R
EEEDH

100%

100%

100%

100%

100%

100%

Principal activities

EX-3

Provision of
investment advisory
services and
investment holding

REREBERRSE R
REER

Provision of
management services

REER RS

Provision of
secretarial services

REHWERS

Provision of asset
management services

RHEEEEERSE

Provision of bullion
trading services

RtEEXHRE

Provision of corporate
finance and investment
advisory services

REGERER
REBRRSE



NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES 14. HiBATREREKEBATIMNE

WITH SUBSIDIARIES (continued) RER (B)
(a) Investments in subsidiaries (continued) (@) MELRRKRE (F)
Percentage
of equity
interest held
Particulars of by the
issued share Company
Place of capital NG|
Name of subsidiary incorporation Class of shares BEfT fift8A  Principal activities
Gl PR B R385 RAHEE EREot TEEER
China Everbright Dragon Cayman Islands Non-participating US$5 Investment
Fund Limited REHE shares 5%TT B
REXRERESERAA m2EER
Participating
redeemable US$439.27 88.5% '
preference shares 439.27T% 7L
B2EENED
BER
China Everbright Finance Hong Kong Ordinary ~ HK$100,000,000 100% " Money lending
Limited Bk E@EKR %1%100,000,0007 BARES
HEXAHBERAF
China Everbright Financial Hong Kong Ordinary HK$100 100% '  Investment holding
Holdings Limited B LER BE1007T REAER
REYRERERERAF Non-voting  HK$200,000,000
deferred shares 7% #200,000,0007T
BERFERELER
China Everbright Financial Hong Kong Ordinary HK$1,000,000 100% " Investment
Investments Limited e E@ER  7E%1,000,0007 k&

REXAHBREBERAT

China Everbright Forex & Hong Kong Ordinary HK$35,000,000 100% " Provision of futures
Futures (HK) Limited B @K #%35,000,0007 brokerage and
HEKASNE HE leveraged foreign
(B%) BRAT exchange trading
services
REPELLERERA
MER 5 R
China Everbright Insurance Hong Kong Ordinary HK$500,000 100%  Provision of insurance
Brokers Company Limited B LER 7 %500,0007T brokerage services
REXARBERERAR RERBELRS
China Everbright Research Hong Kong Ordinary HK$5,500,000 100% " Investment research
Limited Bk L@k %%5,500,0007 REME

PEAREHREERDA

R AERER AR



14.

INVESTMENTS IN SUBSIDIARIES AND BALANCES

NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

WITH SUBSIDIARIES (continued)

(a)

Investments in subsidiaries (continued)

Name of subsidiary

WEARAM

China Everbright Securities
(HK) Limited

PERAESR (BR) BRAH

China Everbright Securities
(Nominees) Limited

REEAES (REA)
BRAR

China Everbright Strategic
Holdings Limited

Everbright-Efund Fund?
Management Limited

Dial Eight Investments
Limited

Everbright Wealth Management
Limited (previously known
as Double Fortune
Assets Limited)
KREZEERERAA
(RIEIEEEERRAR])

Everbright Wisdom Fund
Management Limited

AAERELER
ARAT

Haiford Company Limited
MEERAR

Hairich Enterprises Limited

Place of
incorporation

i 4

Hong Kong
BE

Hong Kong
e

British Virgin Islands
REARES

Hong Kong
BE

British Virgin Islands
RRARES

Hong Kong
e

Hong Kong
BE

Hong Kong
5

Hong Kong
e

Class of shares

gy

Ordinary
LR

Ordinary
Lak

Ordinary

Ordinary
LER

Ordinary
LBk

Ordinary

Ordinary
LER

Ordinary

Ordinary

14. MBARRERENBATANE

AR (48)

(a)

Particulars of
issued share
capital
[5%:$h)
RAHEE

HK$150,000,000
7% 150,000,0007T

HK$2
BT

Us$2
2%TT

HK$1,000,000
#1%1,000,0007T

US$1
0

HK$2
BT

HK$1,000,000
#1%1,000,0007T

HK$2
BT

HK$10,000
#%10,0007T

REEAERER AR

MELRRKRE (B)

Percentage
of equity
interest held
by the
Company
N

Fiih &%
ERAD

100%

100%

100%

50%

100%

100%

51%"

100%

100%

Principal activities

TEXR

Provision of stock
brokerage services
and margin financing

REESFE L RS
RFREE

Provision of nominee
services

REREARE

Investment
RE&

Fund management
HEER

Investment

&3

Investment
RE&

Fund management
HEER

Property investment

NERE

Property investment

NERE
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

R AERER AR

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES 14. HMiIBARREREMEATMNE
WITH SUBSIDIARIES (continued) AR (&)
(a) Investments in subsidiaries (continued) (a) KHEBLRARE (B)
Percentage
of equity
interest held
Particulars of by the
issued share Company
Place of capital NG|
Name of subsidiary incorporation Class of shares 28T FiE&EX  Principal activities
WEAR AR it B RAER BRAEE EZEolt TEER
[HD (Malaysia) Sdn. Bhd.? Malaysia Ordinary M$25,000 100% Investment holding
SRAED LBk 25,0005 7T REAER
Janco Development Limited Hong Kong Ordinary HK$2 100%  Property investment
ERERERDR Bk LER BET MERE
Multiplus (Warehouse) Limited Hong Kong Ordinary HK$2 100% Property investment
R (82)ERAA BiE LER BHT NERE
Poseidon Treasure Limited Hong Kong Ordinary HK$2 100% " Provision of debt
Bk LER BT recovery services
RER R BN RE
Solidpole Limited Hong Kong Ordinary HK$2 100%  Investment
EBRERAA B Lak BB k&
SeaBright Asset Management Hong Kong Ordinary HK$1,000,000 65% Provision of asset
Limited 0 L@k %A%1,000,0007 management services
KREEEEERBRATA REEEERRE
Seabright China Special British Virgin Non-participating USs$5 79%"'  Investment
Opportunities (|) Limited Islands shares 5%TT RE
REERES ELEER
Participating US$50
redeemable 50% T
preference shares
E2HEEVERELR
Trycom Management Limited British Virgin Ordinary US$1 100%  Investment holding
BEFRAA Islands Liak S RERR
REERES
Well Logic Investment Limited Hong Kong Ordinary HK$2 100% " Property investment
BRREERAA BE LEk ik Vo NERE
FIMKERELZHERRF  The PRC, domestic Not applicable RMB1,000,000 95% " Provision of
enterprise TEA  AR1,000,0007T consultancy services
mE NERE REF AR



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES AND BALANCES
WITH SUBSIDIARIES (continued)

(a)

(b)

(c)

Investments in subsidiaries (continued)

1 Subsidiaries held indirectly.

2 Subsidiaries not audited by KPMG. The aggregate
net assets of subsidiaries not audited by KPMG is
less than 0.1% of the Group’s total assets.

Amounts due from subsidiaries

Amounts due from subsidiaries, other than an amount
of approximately HK$149,835,000 (2004:
HK$752,630,000) which bears interest at an average
of 2.38% per annum (2004: average of 0.023% per
annum) and two non-interest bearing subordinated
loans of HK$50,000,000 each which are both
repayable in 2006 (2004: two non-interest bearing
subordinated loans each of HK$50,000,000 which
are repayable in 2005 and 2006 respectively), are
unsecured, interest free and have no fixed terms of
repayment. It is the Company’s intention not to
demand repayment from those subsidiaries within
one year other than subordinated loans that are
governed by specific agreements.

Amounts due to subsidiaries

Amounts due to subsidiaries are unsecured, interest
free and have no fixed terms of repayment.

14. MBARRERENBATANGE
AR ()

(a)

(b)

(c)

REEAERER AR

MELRKRE (B)

1 B R ZHE LA

2 FEEFHITER B

RN E]HAER S AT EZ
BIHTE 2 5] 2 JF B E AL A
FEBEEELR01% °

P us B B X R R E

FE UG BT /B8 R R FIE - B 40 B I
149,835,0007T (ZZ T /Y £
#4975 1 752,630,0007T ) F #%
FHEB238% M E(ZEE
b : FHHFE0.023%) &
MEBER T FHHEF
% % 50,000,0007T 2 T 5t &
BEERIN (ZETHF /M
% % % #50,000,0007T Z T
AEBBREEF ARRZEE
FFERZZZAFHH) H
MRIEYERT BEFER
EETEEEAH AQARWE
ERNEREBWE AT —
FREZEFRIE mEESERA
BRI M@ TTo

P& A3 Y 1B 2 B SRR
F& 1 BfY BB 22 B 5RIR 15 M K

EAME MEBEEER
e



NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005

RE_FEAFI_A=1—ALFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNTS DUE 15. H# ATIRERE([IHE A TR
TO ASSOCIATES

(a)

"

Investments in associates: (a) HEAFRKRE:
Consolidated Company
RE NG
2005 2004 2005 2004
“ZZRE —TTNE Z—TTEFE Z—ITITNF
HK$°000 HK$’000 HK$°000 HK$’000
B F T BT T B F T BT T
Investments, at cost RE RAKARE:
Unlisted shares in I ol 7
- Hong Kong — B8 40,458 40,458 40,390 40,390
- Overseas — g4 5,534,961 5,500,755 5,635,376 3,751,184
Share of post-acquisition  J& 1 4 BE 1% % &
reserves (753,163) (801,887) - -
4,822,256 4,739,326 5,575,766 3,791,574
Less: 0
Provision for impairment RE KA R EEE
charged against
investment costs (165,548) (165,548) (4,463,487) (3,791,574)
Premium on acquisition W bg 4 (B (3,544,429)  (3,544,429) - =
Carrying value, net IREE T
(Note 15(b)) (KfzE150b)) 1,112,279 1,029,349 1,112,279 =
The directors are of the opinion that the underlying value EEMRABEARNEE
of the associates is not less than the carrying value of BIRMER—_ZZERF+_A
the associates at 31st December 2005. —+—HMEEE.

R AERER AR



15. INVESTMENTS IN ASSOCIATES AND AMOUNTS DUE 15.
TO ASSOCIATES (continued)

(b)

NOTES TO THE FINANCIAL STATEMENTS
BB R & KA

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

As at 31st December 2005, particulars of the
principal associates of the Group are as follows:

BEARAREREMNBE QAR

15 (%)

b) FEEMR-—FTETEF+=H
S+-B TEREATEN

mE:

Percentage of equity
interest held

Place of KARFEER
Incorporation/ EEE 2
Name of associate operation Principal activities Directly
BENRER e TEER B
China Everbright Bank Company PRC Banking operations 21.39%
Limited (“Everbright Bank”) (i) H RITHER
B RIRITIRID B R 2 E
(IRKRRTI) ()
Everbright Securities Company PRC Securities operations 46.60%
Limited (“Everbright Securities”) (ii) es BHEK
MR GE 5 B D B R 2 A
([RRIEH]) (i)
(i) The directors of the Group understand that the (i) REBF 2 EFFIEREEH

major shareholders of Everbright Bank and the
relevant regulatory authorities are still in the process
of devising a financial restructuring plan for
Everbright Bank to enhance its capital position and
competitiveness.

At the date of this report, the Group does not have
any plan nor obligation, constructive or otherwise,
to inject further capital to Everbright Bank or make
payments or extend guarantees on behalf of
Everbright Bank beyond the Group’s original
investment. The Company’s Board of Directors will
assess the terms and merit of any restructuring
plan of Everbright Bank. If the restructuring plan
involves material additional investment by the
Group, it may require the Company’s shareholders’
ultimate approval to invest.

REEAERER AR

RR{T T ERREFR
EERBIRIEI AR
TTZEXBERRHEFEED
7781 75 20 A8 51 &

RULIE N E H - K%
(2] I A% (F 7] 51 3 2 & 1F

iR EHERE HHX
ﬂ?ﬁfﬁf}f REERK
BERANTE ITEAH
HIERER - ARFZE
FEEH N KRRITRHAKMAE
BT E] 2 B B 15K
TSR 77 5T 1 20 E 4B &
Y REEFLHEA D
HIRE A R AL F BB
2 AR



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNTS DUE
TO ASSOCIATES (continued)

(b)

As at 31st December 2005, particulars of the

principal associates of the Group are as follows:

(continued)

(1)

(continued)

The Group’s carrying value of its investment in
Everbright Bank was reduced to zero in the 2004
accounts after sharing in losses of HK$331 million
made by Everbright Bank; while leaving HK$592
million attributable loss not yet recorded by the
Group. The losses were based on the unaudited
financial results of Everbright Bank for the year
ended 31st December 2004.

Preparation of Everbright Bank’s audited financial
results for the year ended 31st December 2004
and 2005 in accordance with the requirements of
the HKFRSs is still underway. Management is thus,
at this point of time, unable to obtain
comprehensive and accurate financial information
for Everbright Bank. In view of the status set out
above taken together with the fact that, up to 31st
December 2004, the Group still has an unrecorded
accumulated net loss of approximately HK$592
million attributable from Everbright Bank; the
Company’s Board of Directors consider it to be
prudent and reasonable not to account for the
Group’s share of Everbright Bank’s unaudited
results for the year ended 31st December 2005
and not to provide detailed financial disclosure of
Everbright Bank in note 15(c) below.

R AERER AR

15. BEQAFRERENBEE QAR
R (%)

(b)

R=FBFAFT=-A=1-
B ARENIEHRENAE
BT (&)

RIFEE —FEMFEA =
A=+ —HIEHXARTE
AEFEET IR 3 4E AN
BIREXRITIREZ BRE
BEER=-ZZEMFERE
HRIE Sl KK BRTT2 518
BEIIIETEREE
4] BRFEAL YK BR7T 2 fE5 18
BB, 92 (BT KD A A&
EAE Eo

B A1 A& B X KR 77 KX
[BEEHBEREER] B
BEN-—_TEWFR=-F
TARFLEFVEREE
BITF MM EEEEH#
EIE R 2 EAERER
RIRITRI 5B ¥ o A JE
F+—H=4+—H &%
B 4 B FE A S K BRTT.2 /5
188 B5.928 T KW A K
FEEE L KA EFEE
PRETHEZE=-ZFT LA
F+—H=1+— A EL
HAKIRIT AR FE LA ZLE
BT AR A5 H B R A
F BB RN F
15(c) B 1EH F AR 7B 2
EEMAEELNRE-



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTAFET —A=1+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNTS DUE
TO ASSOCIATES (continued)

(b)

As at 31st December 2005, particulars of the

principal associates of the Group are as follows:

(continued)

(i)

Pursuant to a capital restructuring of Everbright
Securities completed on 8th June 2005, the Group’s
shareholding in Everbright Securities has been
diluted from 49% to 46.6% after the injection of
RMB120 million of capital by third party external
investors. According to the China Securities
Regulatory Commission’s directive, the shareholders
before the implementation of the capital restructure
plan are entitled to receive dividends from net profit
or required to make contributions for the net loss,
calculated under PRC Accounting Standards, of
Everbright Securities for the period from 30th June
2004 to the date of completion of the capital
restructuring. Accordingly, the Group is required to
make a cash contribution of RMB35.6 million in
2006 towards its share of net loss for the relevant
period noted above.

A gain on deemed disposal of interest in associate
of HK$0.58 million has been recorded as a result
of the shareholding dilution and implementation of
the capital restructure plan.

The Group’s share of Everbright Securities’ profit
after tax for the year, in accordance with HKFRSSs,
amounted to HK$26.5 million which has been equity
accounted for by the Group.

15. BMEQATARERENBE QTN

15 (%)

(b)
=t-
WM
(i)

FRARZERARA

rEER-_ZFTREF+-A

B -TEBRELRNEN
(&)

REKAFHFER=FEZEA
FENANBZRZRHDE
HSIANKE=FERAL
KARKI2BT KEEH
RAEKXIEHZ R R A
W B 49% W # E =
46.6% ° 1R & [ 75 5 B
BEHZEZET RER
B AR ZFR=FEM
ENA=1+HERHEHR
STRAZEF (FFEE
FHER) REBEEED Z ML
ERERABEMTIEES T
7 o 1R 15 B8 17 B 48 B R 5
KI5 BRI 3 - 2K 5
B 5t _F kB 2 F BT 1R
E2006 4 fE 1 & % 5
A B #3,56608 T

IR B R R G E
HETEZ #0177 5 B A g
B &5t 2 A E 15 IE
BEEHEBEN A&
Fi 78 #5588 T

WREEZE —FEERF 1=
A=+ —HIEFE XX
ST E(B BB HEE
BI) 2T 38 A& E
GEEZ—FZERF1T=H
=T - HIEFEETW
ot K AE 7 B B & & T 73
EH2,647F T AEEE
(EREREHEETTRAN
R HE -



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNTS DUE 15.
TO ASSOCIATES (continued)

(c)

Supplementary financial information of principal

associates

Supplementary financial information in respect of the

principal associate extracted from its financial

statements after making necessary adjustments to

conform to the Group’s accounting policies and

prepared under accounting principles generally

accepted in Hong Kong is as follows:

Income statement for the year
ended 31st December 2005

Turnover

Profit before taxation
Current taxation
Minority interests

Profit attributable to shareholders

Balance sheet as at
31st December 2005

Total assets
Total liabilities

Minority interests

Net assets

R AERER AR

BENARERENBE QAR
R (%)

(c) EEMELATAZHAMBE
*il—

TEREAT B AN BE
HERSABEARZHB
B LEABBBUR AL
EEEHBEREERS
AR

Everbright
Securities
¥ Kit
RMB’000
AR®TFT

HE-BERFT+ -

=t+-AZMEX
ET

131 & A

A B

N TELE
BRI 5 B A

R-ZBERF+=A

474,391

50,308
12,482
(1,956)

60,834

=St+t-HZEERER

REE
meE
DER R E S
FEE

3,237,060
(710,103)

2,526,957

(42,319)

2,484,638



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &
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BE-ZTTAGF+-_HA=+—HIFE

15. INVESTMENTS IN ASSOCIATES AND AMOUNTS DUE 15.
TO ASSOCIATES (continued)

(d) Amounts due to associates

The amounts due to associates are unsecured,
interest free and have no fixed terms of repayment.

16. AVAILABLE-FOR-SALE SECURITIES 16.
Listed equity securities at fair value: ETREBHZAFE:
Listed in Hong Kong REEE™
Listed overseas RgIN T
Unlisted equity securities FLETREES

The Group held the following principal available-for-sale
securities as at 31st December 2005:

BENRARERENBE QAR
H (&)

(d ENBEQTRE

JE A B & X B SRR G R R
R REBRTEERS-

BHEERS
Consolidated
we
2005 2004
—EZTRF —EENF
HK$°000 HK$’000
EBET T BT T
928,597 854,073
- 3,840
928,597 857,913
75,904 3,428
1,004,501 861,341

R-BEAF+-_A=1+—H 'ﬁ%‘%
BEIERAUATHBREEES

Effective equity
interest held

Place of by the Group
Company name incorporation Principal activities KEBFAL
NCIEE BB TEEK EXEZEO L
China Mobile (Hong Kong) Limited (i) Hong Kong Provision of telecommunication 0.12%
services
HEBE (B8) ERAF) B REBARS
(i) At 31st December 2005, the carrying amount of interests (i) —EFERFF=—A=1— E
in China Mobile (Hong Kong) Limited exceeded 10% of fxé"ffqt’.fyﬁfﬂ (B#E) BRA
total assets of the Group. HWERESRANEBLEE E’\]

10% °

REEAERER AR



16.

NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
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AVAILABLE-FOR-SALE SECURITIES (continued)

Available-for-sale securities with an aggregate carrying
amount of approximately HK$183 million (2004: HK$132
million) have been pledged to secure bank loans and
overdraft facilities of the Company.

No available-for-sale securities were pledged as collateral
to counterparties for derivatives transactions entered into
by the Group in 2005.

On 20th December 2005, the Group entered into a securities
lending agreement with an independent third party to lend
18,000,000 shares in China Mobile which entitles the Group
to a stock lending fee of 0.5% per annum. The stock lending
agreement may be terminated by either party giving the
other not less than 5 days written notice. As at 31st
December 2005, the number of shares in China Mobile on
loan was 18,000,000 and the shares had a fair value of
approximately HK$659 million.

R AERER AR

BHEERZ (B)

BEL BN .83ET (T T WA
1 B2(8T0) 2 IR EBEDHE
PTER ARAAERRTERR
BEREE

REER_ZEERFERNLEEM
BHRHEEESHAENTEIARSS
F2HEMBRe

REZZTERAF+ZA=+H &&EH
TJHSOOOOOOHXEF‘H%@JEﬁ—ﬁi
=EEI T EIFEERE G
EﬂK;‘%lTH&ZH}liOB%Zﬁ X}
BEEBA FA—FAERETDRS
%iﬁuzuﬂﬁt&t? e B &
RZZEETRF+_A=+—H0 IKE
A& 2 18,000,0008% 1 B #% B 9 A
FELHEEE6.59E T
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BE-ZTTAGF+-_HA=+—HIFE

FINANCE LEASE RECEIVABLE

Amounts receivable under
finance leases:

Within one year
In the second to fifth years inclusive

Less: unearned finance income

Present value of minimum lease
payments receivable

Analysed as:

Non-current finance lease
receivable (recoverable
after 12 months)

Current finance lease
receivable (recoverable
within 12 months)

BMEAEER

17.
Minimum
lease payments
BEEEMRE
2005 2004
“EERE _—ZTZTNHE
HK$’000 HK$’000
BT T BET T
HEEE
R Us TR
—F LR 12,305 =
F_FHERF 3,100 -
15,405 =
ARBR 2 BBRA  (3,689) =
RIEMEE WK
REHE 11,716 -
ST :
FnBEERE
JE Y sk EE (1218 A
P& BIER)
MBMERE
JE W sk EE (1218 A
Z AEIE)

REEAERER AR

Present value of
minimum
lease payments
BEEEMRERE

2005 2004
—EERE _—TTMF
HK$°000 HK$°000
BT T BT T

8,817 =
2,899 =

11,716 =

11,716 =

2,899 =

8,817 =

11,716 =
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RE_FEAFI_A=1—ALFE

INTANGIBLE ASSETS

Cost:

At 1st January 2004

Additions

Transfer from accumulated
amortisation and impairment
loss upon adoption of
HKFRS 3 and HKAS 38

At 31st December 2004

At 1st January 2005 and
31st December 2005

Accumulated amortisation
and impairment loss:

At 1st January 2004
Transfer to cost upon adoption

of HKFRS 3 and HKAS 38
(Note)

Impairment loss on goodwill
attributable to interests in
associates

At 31st December 2004

At 1st January 2005 and
31st December 2005

Net book value:
At 31st December 2005

At 31st December 2004

R AERER AR

A

R-ZEZEMFE—F—H

NE

RawEEMBREER
EIXR BB G ER
FEIBIRR A R AT H
FREBREA

R-_ZEZTMEF
+=A=+—8

R-_ZEZTRF—HF—H
BT HF
+-A=+—8

Rt BERAERX:

R-ZEZEME—F—H
RmEREMBREER
EIXREESH
A B 5 3855 1&
BARKK (H1eE)

DAIREBEBRE

8

B

i S

R-_ZEZT M
+=A=+—8

R-_ZEZRE—A—H
RN—ZTERF
+-—B=t+—*~

RERE:
R-_ZZREF

+-—B=+—8H

R-_ZEZT M

+=A=+—8

18. EIVEE

Goodwill

[k
HK$'000
BEF T

132,000

(29,700)

102,300

102,300

29,700

(29,700)

102,300

102,300

102,300

Consolidated
mE
Trading rights
RE5%E
HK$°000
BEFT

2,450
500

(1,700)

1,250

1,250

1,700

(1,700)

1,250

1,250

Total
&5t
HK$’000
B FT

134,450
500

(31,400)

103,550

103,550

31,400

(31,400)

102,300

102,300

102,300

1,250

1,250
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19.
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

INTANGIBLE ASSETS (continued) 18.

Note: The trading rights have an indefinite life and therefore
subject to impairment testing annually. As at the balance
sheet date, the recoverable amount of the trading rights is
higher than their carrying value. No impairment loss is

recognised.

ADVANCES TO CUSTOMERS 19.

FREF B
R E IR K

Amounts due from margin clients
Less: impairment loss provision

Advances to customers are secured by listed securities of
margin clients held as collateral, an aging analysis is as
follows:

BB 38 3K
—EAAREBLIR—%F

Repayable on demand
Over 3 months but less than 1 year

REEAERER AR

ff 7

BILEE (B

RPERE R ATERBER

B AR RF Ao R A
% 912 AW % R AN
B A R AR

EFEM

Consolidated

2005
—TTIF
HK$°000
BT

599,991
(8,227)

591,764

2005
—EERHF
HK$°000
BET T

382,848
217,143

599,991

=e

2004
—EENF
HK$’000
BT T

339,277
(10,581)

328,696

EFEFRAAREFPFAEZLTRE
FUERI RO T

2004
—EENF
HK$’000
BT T

339,277

339,277
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off 5 ¥ &k MY &
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RE_FEAFI_A=1—ALFE

DEBTORS, DEPOSITS AND PREPAYMENTS 200 EWERR - BRERBEMLRK
Consolidated Company
=E AR
2005 2004 2005 2004
—EERE —TENF ZEEEF —TITNEF
HK$°000 HK$’000 HK$’000 HK$’000
BET T BT BT T BT
Accounts receivables, net W R FE 213,921 257,033 = =
Deposits, prepayments and Be BERK
other receivables H A e U AR 3R 29,836 56,664 5,267 5,459
243,757 313,697 5,267 5,459

Details of the aging analysis on accounts receivables are

as follows:

FEW IR KB RR B AT 2 TS

Consolidated

Within 1 month — AT
Within 1 to 2 months —ZE—-{@A
Within 2 to 3 months —Z={@A
Within 3 to 6 months =EXEA
Over 6 months ~E A E
Less: provision for doubtful o R BRE

receivables

Accounts receivables comprise principally of amounts due

from brokerage clients, brokers and clearing houses. These

receivables are normally due two days after trade day, and

the extension of credit requires management’s approval on

a case-by-case basis.

R AERER AR

wA

2005 2004
—EZTRF —EETNF
HK$’000 HK$’000
BET T BT T
213,670 257,321
149 376

15 80

44 8

43 248
213,921 258,033
- (1,000)
213,921 257,033

RUREREBZRARNEE 2 BLER
BEP BEBPREERERR — K
EXZEMREG CHERFARE
32 JE {8 Bl HE e o



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

21. TRADING SECURITIES

Current assets

At fair value:

Equity securities:
— listed in Hong Kong
— listed overseas
— unlisted

Debt securities:
— listed overseas
— unlisted

Current liabilities
At fair value:
Equity securities:
— listed in Hong Kong

Derivatives:
— equity-linked
— others

21, RBFH
Consolidated
we
2005 2004
—EEREF —EZTOF
HK$’000 HK$’000
BT T BT T
REBEE
NFE:
e
—-&BELE™ 325,120 26,785
—FsNEmm 132,231 38,504
—3ELETm - 8,892
457,351 74,181
BEEES:
— @i Em 37,271 94,529
—3ELETm 1,921 65,590
39,192 160,119
496,543 234,300
REBEE
NFE:
e
—BABEm (9,221) =
PTAHETIA:
— R R 5 8 (8,190) =
—HAth (1,896) -
(19,307) =

REEAERER AR
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

TRADING SECURITIES (continued)

(i)

On 21st December 2005, the Group purchased a principal
guaranteed note (“PGN”) from an independent third party
for a total consideration of approximately HK$693 million.
The payment of consideration has been deferred and the
Group is obliged to pay to the PGN issuer a finance charge
of 3.65% per annum. According to the terms of the PGN,
the purchase consideration is to be settled in six equal
semi-annual payments. Each payment is either in cash or
by 3,000,000 shares in China Mobile, the ultimate form of
settlement depends upon the closing share price of China
Mobile two business days prior to payment date and the
closing value of the Hang Seng Index on the payment
date. Under the PGN, the Group is entitled to receive six
semi-annual payments from the issuer and each payment
is equal to one-sixth of the PGN amount plus an additional
bonus, if applicable, based on the average appreciation of
the China Mobile mid-week closing share price from the

date of inception to payment date.

As at 31st December 2005, the fair value of the PGN was
calculated with reference to the terms of the PGN and the
closing share price of China Mobile as at 30th December
2005 (the last trading day in 2005), adjusted by the
underlying option value and taking into account the
discounted net present value of the Group’s payment
obligations, including finance charge, under the PGN. Key
parameters used in the PGN valuation include the volatility
of the China Mobile share price, the volatility of the Hang

Seng Index and expected future interest rates.

R AERER AR

21.

R5EE (&)

(i)

RZZETRF+=_A=+—
B AEEE—BIE=FMU
BEG. O3B LB E —HIR A
ZE ([PGN]) - ERAEE
AN EE3.65%2 HEE
AFPGNZE#1TE ZHEEE
FRIEF LB E S+ - B IRPGN
W Z A& % BB BRI 19
BoRNBIN SXF—
Ho G H R AR S MU
3,000,0000% / B # &) % 1 °
RRZ RN BERR &
B ) 5 3 B 1 AT M A 2
SHZKTEREERER
N B 2 W H KT ZPGNIE
Y AR E A B2 17E WELS
H - BY¥XF—HIRE S8
HERPGNBESEZND —
ME—REINEE - ZRERIIR
BEPEBEHEPCGNEERZE
NRBEEHFEZ KT E
ZEHFAE (EA) 8-

RZZETRFE+=ZA=+—
H PGNZ A FEFE HIRE
PGNZ & K& WK 55 7 E
PR —_ZETERAF+ A=
TH(ZZEERFERE AR
28)2WmE WHEEH
EEBERAEEREPGNZ
ERNFEBE(BETBER) 2
IR REETE -PGNEEME
Z2HPRETRBHREZ
HRE - EEEHIERERER
2R 2R 9 78 B FI & o
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

BANK BALANCES AND CASH - GENERAL ACCOUNTS  22.

ROTERRRET - —RERF

Consolidated

2005
—ZEFHEF
HK$’000
EBEFT

Cash on hand, savings He fHER
and current accounts FREF 93,514
Fixed deposits with banks RITE TR 2,240,875
2,334,389

CREDITORS, DEPOSITS RECEIVED AND ACCRUED 23.

BE
2004
—ZENF
HK$’000
BT T

1,212,761
1,243,845

2,456,606

Company
YN

2005 2004
—EERE _—_TITNF
HK$’000 HK$°000
EBETF T BEFTT
160 181
101,578 =
101,738 181

EAERF - CHREERARER

Consolidated

CHARGES
2005
“ZZRF
HK$’000
EBEFT
Accounts payables JE 11 BR 3K 162,163
Other creditors, deposits H A ERTER R
received and accrued Blize &k
charges BIRE R 46,849
209,012

Accounts payables are all due within one month and
comprise principally of amounts due to brokerage clients,
brokers and clearing houses.

BE
2004
—ZENF
HK$’000
BT T

194,268

46,059

240,327

Company
NG

2005 2004
—EERE _—TTMF
HK$’000 HK$°000
B F T BT T
5,751 2,098
5,751 2,098

BNEATERBRNELERERL
RIcEP REEMORR L E—(E
AZRE 8-

REEAERER AR
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

24. DEFERRED TAXATION 24, EEMIE
Deferred taxation is calculated on temporary differences BELEBERABEEREEREIZ
under the liability method using a principal taxation rate of FEHEKA7T5%(ZFZ Y F

17.5% (2004: 17.5%).

17.5%) 1E B A5 -

The movements on the deferred tax assets/(liabilities) are EERBEEE,/ (ARE) W T:

as follows:

Appreciation of

General Accelerated tax available-for-sale
Provisions Tax losses depreciation securities Total
-RER HEg% nRAELHE BHEERSHE CH

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
CRRRF CITF CRREF CTTNF CRRIF CTINF CRRRF _ITNF CRREE TR
HK'000 HK$'000  HK'000 HK$'000 HK'000  HK'000  HK'000  HK'000  HK'000  HK'000
BRTR ENTT RBTn ARTT BETR ERTn RBETr EETL ERTn AETR

At 1st January R—A—H 613 613 7,628 10,070 101 105 - - 8,342 10,788
Credited/(charged) REEERE
to consolidated L&/
income statement (§112)
(note 9) (Hi#9) (613) - (5448) (2442)  (113) 4) - - (6,174)  (2,446)
Credited/(charged) REER
to reserve 2/ (Gt]R) - - - - - - (106,330) - (106,330) -
Set off of tax HEE# - - (2,180) - - - 2,180 - - -
At 31st December RTZA=+-A - 613 - 7628 (12) 101 (104,150) - (104,162) 8,342
In accordance with the accounting policy set out in note BEWMF2NZETER AEEX
2(r), the Group has not recognised deferred tax assets, BHEREZEBEBAOBE4ET (=
being tax losses of approximately HK$400 million (2004: ST FE 45,3648 7T) (EAR
approximately HK$364 million), as it is not probable that ERBEEE RAREHEEET—T
future taxable profits against which the tax losses can be BEE LR RIERT BT LAET B 3K
utilised will be available in the relevant entity. 2 e

R AERER AR
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SHARE CAPITAL 25.
Authorised: ETE IR AN
Ordinary shares of HK$1.00 each BB EA1.00T 2
L
Issued and fully paid: BEEITEREHERAR:
Beginning of year FHERE
Exercise of share options 1T R
End of year FRHREE
The holders of ordinary shares are entitled to receive
dividends as declared and are entitled to one vote per
share at shareholders meeting of the Company. All ordinary
shares rank equally with regard to the Company'’s residual
assets.
NATURE AND PURPOSE OF RESERVES 26.

(i) Share premium and capital redemption reserve

The application of the share premium and the capital
redemption reserve is governed by Sections 48B and
49H respectively of the Hong Kong Companies
Ordinance.

(ii) Option premium reserve

The option premium reserve represents the fair value
of the actual or estimated number of unexercised
share options granted to employees of the Group
recognised in accordance with the accounting policy
adopted for share based payments in note 2(q)(ii).

N
2005 2004
—eREF —TETmF
HK$°000 HK$’000
EEFT EWF T
2,000,000 2,000,000
1,563,601 1,563,351
1,275 250
1,564,876 1,563,601

EBEERMHBAEERKNE QMR
EERARARAZEREREEER
—REZRER-FTAEBROBAR
AZHNBEEDEREZOZHE-

BEZHEERAR
() BAREREAWE RS

BABERENEDRFEZ
JER T RATECRBEDD
&9 PH 1+ \BIE & PO + L HAg -

iy REERERE

RN HE B R TR R AR
DEREFEER (FE2(9)i)
BRAEER TFTREEBZRK
BOEENAETEHERT
ERRENATFE.

REEAERER AR



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

26. NATURE AND PURPOSE OF RESERVES (continued)

(iii)

(iv)

(v)

(vi)

Investment revaluation reserve

The investment revaluation reserve comprises the
cumulative net change in the fair value of available-
for-sale securities held at the balance sheet date
and is dealt with in accordance with the accounting
policies in note 2(f).

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations as well as the
effective portion of any foreign exchange differences
arising from hedges of the net investment in these
foreign operations. The reserve is dealt with in
accordance with the accounting policies set out in
note 2(u).

Goodwill reserve

The goodwill reserve comprises goodwill on
acquisitions that occurred prior to 1st January 2001.
The reserve is dealt with in accordance with the
accounting policies set out in note 2(e).

Capital reserve

The capital reserve comprises specific allocation of
amount transferred from retained earnings due to
regulatory requirements. It also includes the share
of statutory reserve of associates.

R AERER AR

26. REZMEHEBER (&)

(iii)

(iv)

(v)

(vi)

REEMGHE

RESH#HEREBHRES
BAErNEEBBRBZAYTHE
ZEFFES -HEERE SR
PR AR M sE2(NEE 22 o

BE 5 & 8

EimEBEEEMEELBR
HEINRB W B REZE
AEREEE S EFEIINE
BRI E 2B WIE 5 = 7
h-BRAFEEZETREET
FHEE2(U) ©

BERE

HERBERERN _TT—F
—A—BRWEBRELZE
ot R RE ST ERHM
T2e)EHE-

B

EXARBBERALEEER
KERBARNBEDEZS
BetEETERIIEHER
AR BRZ e
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

EQUITY SETTLED SHARE-BASED TRANSACTIONS

The Company has a share option scheme which was
adopted on 24th May 2002 whereby the Directors of the
Company are authorised, at their discretion, to grant to
employees of the Group, including directors of any company

27.

REEEXS

ARRREEFERN

—EE_FHA

“tHMAERLZT —ERREEE
AEBEZREBREASEETEM
RAIZESR RORBBEARBAR
Bl Z BR3P Y 25 %8 11

in the Group, the right to take up options to subscribe for
the shares in the Company. Upon the first anniversary,
25% of the options will vest and the rest will vest in three D=1

equal installments on each subsequent semi-anniversary.
Each option gives the holder the right to subscribe for one

ordinary share in the Company.

(a) The terms and conditions of the grants that existed (a)

during the years are as follows, and all options are

settled by physical delivery of shares:

Date of grant
R BB

26/06/02
02/05/03
07/07/03
14/04/04
03/09/04
03/05/05
05/05/05
04/07/05
27/09/05

Options are forfeited if the employee

Vesting period
B

27/06/02-26/12/04
03/05/03-02/11/05
08/07/03-07/01/06
15/04/04-14/10/06
04/09/04-03/03/07
04/05/05-03/11/07
06/05/05-05/11/07
05/07/05-04/01/08
28/09/05-27/03/08

Group before the option is vested.

Exercise period

TR

27/06/03-26/12/05
03/05/04-02/11/06
08/07/04-07/01/07
15/04/05-14/10/07
04/09/05-03/03/08
04/05/06-03/05/10
06/05/06-05/05/10
05/07/06-04/07/10
28/09/06-27/09/10

leaves the

REEAERER AR

==

B
RHE S

Exercise
price
TEE
HK$
BT

4.360
1.780
2.375
4.390
3.225
2.850
3.000
3.135
3.100

=2 e
&
=

£ —IEFERB I FERAO BB
HRERBFFELER B
RERERTHEARBARR]Z—
EFE

R ERFER LR IREZF
MR ARIEIR © BT A FR R PA
REEDRIM A U

No. of
options
granted

AR ERE

21,600,000
500,000
10,150,000
650,000
1,250,000
15,900,000
1,520,000
820,000
800,000

53,190,000

TR A R A BB
1 HSH -



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

27. EQUITY SETTLED SHARE-BASED TRANSACTIONS 27. BREZ#EXZ (&)
(continued)

(o)  The number and weighted average exercise prices (b) REREZEHE KA NEFH
of share options are as follows: HEZITEERT:
2005 2004
“2ERE —ZTME
Weighted Weighted
average average
Number of exercise price Number of  exercise price
share options M#EF13  share options mEFH
AREHE TEE RREHE 1@
HK$ HK$
Outstanding at the beginning ~ E %%
of the year 29,175,000 3.650 30,650,000 3.661
Granted during the year RERFE 19,040,000 2.885 1,900,000 3.624
Exercised during the year RERNFTHE (1,275,000) 2,200 (250,000) 3.566
Lapsed during the year RE R KK (21,037,500) 4134 (3,125,000) 3.745
Outstanding at the end FRBE
of the year 25,902,500 2.766 29,175,000 3.650
Exercisable at the end ERTTH
of the year 5,500,000 2.423 13,850,000 3.668

The weighted average share price at the date of
exercise for share options exercised during the year
was HK$2.992 (2004: HK$4.770).

The options outstanding at 31st December 2005 had
exercise prices ranging from HK$2.375 to HK$3.225
(2004: HK$1.780 - HK$4.390) and a weighted
average remaining contractual life of 3.351 years
(2004: 1.427 years).

R AERER AR

RERNITE 2R hn#E
FHRRE BB 200927 (=
TTMF BH47707T) °

RZBEERAF+A=+—
HeEt#hsRBREZTERER
75 2.3757T B B ¥ 3.225 T
TE(ZZZMF: H%1.780
7T B 7 % 4.3007T ) B E g
¥ R #4 A 4 F H B 3.351
Fo(ZETWMF:1.427F) ©



NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

27. EQUITY SETTLED SHARE-BASED TRANSACTIONS
(continued)

(©

Fair value of share options and assumptions

The fair value of services received in return for share
options granted is measured by reference to the fair
value of share options granted. The estimate of the
fair value of the services received is measured based
on a binominal option pricing model. Contractual life
of the option and expectations of early exercise are
incorporated into the model. The expected volatility
is based on the historical volatility. Expected
dividends are based on historical dividends as well
as expectation on future period performance.
Changes in subjective input assumptions could
materially affect the fair value estimate.

Fair value of share options and assumptions

Weighted average: mEFHE:
Fair value at measurement date
Share price A&

(B

8 HA % 18

T8 B 3R A% 4
TEHARR B

R 3 fa A =

Exercise price
Expected volatility
Expected option life
Expected dividends
Risk-free interest rate

Share options were granted under a service
condition. The condition has not been taken into
account in the grant date fair value measurement of
the services rendered. There were no market
conditions associated with the share option grants.

REEAERER AR

27.

REEAMATE

REEEX S (&)

© RERZATERBR

BRAREMESREHNQ
FERERTRRENAF
B E-BERBEHOMGEETRF
BER(CEAEEERN)F
H-RBIEN S D FH KA
ZRBITEBEBAZEN T
HPR M8 O RIR I SR IR T &
BHBRETREBEELRER
AR RERABE =
B ABRKXNEHAELEX
TENTENMG-

AREZAFERRBRR
2005 2004
—EEAHF —ETNEF
HK$1.21 HK$1.96
HK$2.89 HK$3.47
HK$2.88 HK$3.62
42% 54%
4.0 years 3.5 years
0.0% 0.0%
2.4% 0.9%

BB E T AN S RS K
- IR L R AT ERE
TRHEGSRENQFE -5
i B4 T R AR A I SRR AR o
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NOTES TO THE FINANCIAL STATEMENTS
off % ¥ & M &

For the year ended 31st December 2005

RE_FEAFI_A=1—ALFE

MATURITY PROFILE

Maturity profile as at 31st December 2005

Repayable
on demand
MEER
HK$°000
BETFT
Assets EE

- Advances to -EPfER
customers 382,848
- Debt securities - BEES -
- Fixed deposits -EBEX -
382,848

Maturity profile as at 31st December 2004

Repayable
on demand
BB R
HK$’000
BEFT
Assets -3

- Advances to -EPfER
customers 339,227
- Debt securities - EREES -
- Fixed deposits -EHER -
339,227

R AERER AR

3 months
or less
@A
HUT
HK$’000
BETT

217,143
1,922
2,240,875

2,459,940

3 months
or less
3 A
AT
HK$’000
BEFTT

23,884
1,243,845

1,267,729

28. HABR o #T

R-ZBESHEF+-A=+—HHR

Pkl
1 year or 5 years
less but or less
over but over
3 months 1 year After
EAMLE 1EN L 5 years Total
Z1f Z5% 5F L “E
HK$’000 HK$°000 HK$°000 HK$’000
BEFT  EBETT BT BT
- - - 599,991
37,270 - - 39,192
- - - 2,240,875
37,270 - - 2,880,058
R_ZTZTNFE+—A=1+—HHR
DT
1 year or 5 years
less but or less
over but over
3 months 1 year After
SEAME 1R E 5 years Total
21 E5F 5F Ik k|
HK$'000 HK$'000 HK$'000 HK$°000
BEFT  BETT  BETT  BETx
= = = 339,227
41,706 94,529 - 160,119
- - - 1,243,845
41,706 94,529 - 1,743,191
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

SEGREGATED ACCOUNTS NOT REFLECTED ON 29.

BALANCE SHEET

Bank balances — segregated accounts

Receivable from clearing house and
futures brokers

Amounts held on behalf of clients

RITHEBR—EERP
& W 45 B P I
HIE B RA
REFA KA

REEAERER AR

TRBRREERBERZETLRE

2005
—TTIF
HK$°000
BT

248,415

11,339
(259,754)

Consolidated
=e
2004
—ETNF
HK$’000
BT T

416,050

8,460
(424,510)
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30. RELATED PARTY TRANSACTIONS

(@)

The following transactions were entered into with

related parties during the year:

Interest income earned from
associates on deposits placed
Rental income received from:
— an associate (i)
— ultimate holding company (i)
Securities brokerage commission
received from:
— a subsidiary of ultimate
holding company

Interest expenses paid to ultimate
holding company:
— on revolving loans
Rental expenses paid to ultimate
holding company ((iii), (iv))
Rental expense paid to a
wholly-owned subsidiary of
ultimate holding company (v)
Consultancy fee expenses:
— paid to an associate
— paid to a company in which

a key management personnel

holds beneficial interest
Remuneration for key management
personnel (including the
Company’s directors) which is
included in “staff costs”:
— short-term employee benefits
— retirement scheme
contributions
— Share-based payments

R AERER AR

ZRBWAT
2005
= A Fs
HK$°000
BT T
e B 8 1 B U ER
TRz A EWA 62
el A
— B & R A () 326
— R AR IR A A (i) 180
B 2 #& 48 A &
—BRRERAREA
Z— KK E R F] 19
B33 YNET
Xtz R B :
—EIRE N 14,748
B33 UNET
SRS (i) ~ (v) 91
ME&RKERABFEZ
2EMB AR
Hewv) 2,786
BB
— [AIBE & N A 2 A 300
—m—EEEE
AB B
pA/NEIS-E ] 2,814
SEEEASHE
(BREARFESE)
EBREE
[ETER]:
—RHEEN&E 18,965
— RIRET B K
469
— AR 2 E 9,145

30, AEEALXRS

@ AEERFANEBFEZEAL

2004
—EENF
HK$’000
BT T

33

453
180

235

5,755

168

2,400

300

2,069

17,586

106
5,829
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For the year ended 31st December 2005
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RELATED PARTY TRANSACTIONS (continued)

(@)

(continued)

(1)

(i)

(i)

(iv)

v)

On 22nd October 2003, the Group entered into a
tenancy agreement with Everbright Bank in relation
to the leasing of office premises to Everbright Bank
for the period from 22nd October 2003 to 21st
October 2004 with an option to renew for another
term of one year. Pursuant to the exercise of such
option, the lease was renewed for one year from
22nd October 2004 to 21st October 2005. The
rent payable to the Group amounted to
HK$452,520 per annum. On 28th August 2005,
the Group entered into a new tenancy agreement
with Everbright Bank for a lease of one year from
28th August 2005 to 27th August 2006 for a
reduced floor area. The rent receivable by the Group
was revised to HK$84,000 per annum.

On 15th December 2004, the Group entered into a
tenancy agreement with the ultimate holding
company in relation to the leasing of residential
premises to the ultimate holding company for the
period from 1st January 2005 to 31st December
2005. The rent payable to the Group amounted to
HK$180,000 per annum.

From 8th April 2003, the Group has entered into a
monthly tenancy agreement with the ultimate
holding company in relation to the leasing of
residential premises to the Group at a monthly rental
of HK$7,000.

From 3rd July 2003, the Group has entered into a
monthly tenancy agreement with the ultimate
holding company in relation to the leasing of
residential premises to the Group at a monthly rental
of HK$7,000.

On 8th January 2005, a wholly-owned subsidiary
of the ultimate holding company entered into a
tenancy agreement with the Group in relation to
the leasing of office premises to the Group for the
period from 31st December 2004 to 30th December
2006. The rent payable by the Group amounted to
HK$2,786,400 per annum.

FRARZERARA

30.

FBEALXRS (8)

(a)

(%

(i)

(it)

(i)

(iv)

v)

)

RZFEE=F+HA=+=
H 755 [B 81 3 K #R 77 %
FI—IBA  KNEFE
[A] 6 K2R 77 H1 70 B — B}
AYE HEH_—_FTZT=
Ef A=+ =—HE=-FZ
E+HA=—+—HIF *
RIRITEERZ LB
BFAEFH —4F o [l X K2R 7T
EfT(E Bt #EF 2% 49
EFEH—F H=-FF
ME+A-+-—HE-F
FRFEFTH-+—HIE
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AlEE—HMH AEH
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EY % AHRBE7,000
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31st December 2005
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30. RELATED PARTY TRANSACTIONS (continued)

(b) Included in the balance sheets are the following
balances with related parties:

30. FHEALXRZS (&)

(b)

Consolidated

o)

2005 2004

—EERE _—TTNF
HK$°000 HK$’000
BETT BT T

Deposits placed with N AN R

associates (included in (BRERIETT

bank balances and EHRBES) ()

cash) () 3,833 17,780
Amount due from an JiE Ui Bk & A R OB

associate (included in ( PJEE@KLBZ

debtors, deposits and )

prepayment) (ii) H A (i) 34,230 35,119
Amount due from ultimate & Ut & AR 422 A%

holding company (iii) N B R (iif) 2,613 2,613
Loans from ultimate FHEE’MTW iz

holding company (iv) a2 &K (v) (437,645) (436,490)
Amount due to ultimate [;Nﬁi%%?lﬁx

holding company (iv) R El(iv) (47) (243)
(i) Deposits placed with associates are unsecured, (i)

bear interest at commercial terms and will be
repayable upon on demand.

(ii) Amount due from an associate arose in the ordinary
course of securities brokerage business, and is
unsecured, interest free and repayable upon
demand.

R AERER AR

(it)

_\\\

BEERBRANBREA
ERAREIE:

Company
NG
2005 2004
—EERE _—TTMF
HK$°000 HK$°000
B F T BT T

(437,645)  (436,490)
- (243)

R & D A 750 B AR
VR E S A
B EE-

JEW I & R AR TS E £
5,\n¥%5&‘£5ﬁ/521f%
:ﬂﬁx\%'* B
,,,,,, R AR BEKEE
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For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

RELATED PARTY TRANSACTIONS (continued)

(0)

(continued)

(i)

(iv)

On 31st December 1998, the Company entered
into a tax indemnity arrangement with its ultimate
holding company China Everbright Holdings
Company Limited (“CEHL”). Under the tax indemnity
arrangement, the ultimate holding company will bear
all the liabilities for taxation of China Everbright
Financial Holdings Limited and its subsidiaries
(“CEFH?”) prior to 1998. An amount of approximately
$2,613,000 was recoverable from the ultimate
holding company for the taxes charged in relation
to taxation prior to 1998 on CEFH net of tax
refunds. The amount was unsecured, interest
bearing and repayable upon demand.

During the year, the Company renewed three term
loans with CEHL amounting to HK$380 million and
RMB60 million. These loans are due on various
dates up to December 2006. The interest rates are
computed based on Hong Kong Interbank Offer
Rate (“HIBOR”) plus 0.5% per annum for the Hong
Kong dollar loans and 4.7% per annum for the
Renminbi loan.

30.

FBEALXRS (8)

REEAERER AR

(iv)

R—ANNF+=ZA=+
—H AR A HEE R
R 2 5] B K A 5 E 5 R
DAl ([HAEEF])FET
— S REREE IR
B ARENE - AT
B AlFEREF B KA 2
BIERER A REANE
AaE] ([Z/ER]) R —
ANF A pIEEZF
X o AN AF JZE L AR R
A "l B OB K E K
2,613,0007T " il #HE H
B EIERR—NNNF
A BT EL R BB EH
1#2 RS WG HAE
AR AR B E
/{;.g"o

K2 B]RAF K E
EBEH = (7485 BB 3.8
ErTkARK06ETZ
Elln# BEBLEHRT
FGEIZE SEA-F
TENFF - H BEEH
ZFEHREEBRITRAE
# B ([HIBOR/) 510.5
[E - A R E 5 FFIEA
B4.7)E -
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NOTES TO THE FINANCIAL STATEMENTS

off 5 ¥ &k MY &

For the year ended 31st December 2005
BE-ZTTAGF+-_HA=+—HIFE

CONTINGENT LIABILITIES

Guarantee given to financial institutions
in respect of banking facilities granted
to subsidiaries

As at 31st December 2005, the Group’s subsidiaries have
not utilised any of its banking facilities.

As at 31st December 2005, the Company had issued
corporate guarantees to certain financial institutions for
trading facilities granted to a subsidiary which engages in
leveraged foreign exchange trading and other subsidiaries
which carry out derivatives transactions. The guarantee
amounts vary and are dependent on the volume of
transactions effected with the financial institutions.

COMMITMENTS
(a) Capital commitment

The Group has no capital commitments as at 31st
December 2005(2004: Nil).

R AERER AR

31.

A BARNRITEE
M BRI R R

32.

HREE
Company
A H
2005 2004
—BE2HF —ZETME
HK$’000 HK$’000
BT T BT T
80,000 80,000

R-ZEZERF+_A=1+—H &H
BTZFRAYAREEMBER

R-BFAF+_HA=+—H &2
AR —R2EBTINERS 2B
RARSETETABEERE 2 HMH
BARANXZEERSBEEREMR
ER-ZERBEEREESRBEE
EZXRZEMmE

e

(a) EBREKIE
n= FF+ZA=+—
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For the year ended 31st December 2005
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32. COMMITMENTS (continued)

32.

(b) Operating lease commitments

Operating lease commitments as at 31st December
2005 amounted to approximately HK$4,891,000
(2004: HK$7,192,000) of which approximately
HK$4,421,000 (2004: approximately HK$4,030,000)
is payable in the next twelve months. The Group

had future aggregate minimum lease payments under

non-cancellable operating leases as follows:

Not later than one year
Later than one year and not later
than five years

Properties
BE
HK$’000
BEFT

—F N EIH

3,745

206

3,951

2005
—E®ILF

AHE (E)
(b) REHEERE
R-_ZEERF+_A=+—
B &EHEREETELN RS
# 4,891,000 (Z MY 4F :
4978 %7 192,0007T) - Hih 4
P& #E4,421,0000C (Z 22T
4975 ¥ 4,030,0007T) AX
RK+ZBEARNEBEZ 2 A&’
SR ASERETAREE 2
KERE RNARIFz2HRE
HEMRBREWT
Consolidated
o)
2004
—ZTENEF
Others Properties Others
Hth BE H A
HK$’000 HK$’000 HK$°000
B FT BT BT
676 3,070 960
264 2,922 240
940 5,992 1,200

REEAERER AR
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32, COMMITMENTS (continued) 32. &IE (&)

(c) Future operating lease arrangements (c) RERKLEHERH
As at 31st December 2005, the Group had future RZEBEZERF+_A=+—
aggregate minimum lease receipts under non- H A& BB BEA R
cancellable operating leases for investment properties B ELETHL R R AU
as follows: B REEEFRBBELOT:

Consolidated

me
2005 2004
—EZRF —ETNEF
HK$°000 HK$’000
EBETT BT T
Not later than one year —F N E|H 601 964

Later than one year and not later =& 4 A 2| i

than five years 160 =
761 964

R AERER AR
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32, COMMITMENTS (continued) 32, EIE (@)
(d) Off-balance sheet financial instruments d) EXEEEBXRIIEMIA
The fair values and the contractual or notional RZEERF+ZA=1+—
amounts of the Group’s trading derivatives A AEERFREZTETR
outstanding at 31st December 2005 are as follows: BHZATFERENSGE
TR

Fair value assets/
(liabilities)
NEE
EE/(86))

2005 2004
—EERFE —TTNHEHF
HK$’000 HK$°000
EBETF T BEFT

Contractual/
notional amounts
&8/
EREH

2005 2004
—EERE _—TTMF
HK$’000 HK$°000
EBETF T BEFTT

Overseas futures BHNERE (2,574) - 1,984,383 -
Forwards contracts HEEH 599 = 38,775 =
Equity linked derivatives BREHBITETE (8,190) - 693,094 =
Hang Seng Index futures BAEREHHE 79 = 25,967 =

(10,086) - 2,742,219 -

The financial instruments become favourable (assets)
or unfavourable (liabilities) as a result of fluctuations
in market prices of the underlying instruments relative
to their terms.

Notional amounts of these financial instruments
provide a basis for comparison with instruments
recognised on the balance sheet but do not
necessarily indicate the amount of future cash flows
involved or the current fair value of the instruments
and, therefore, are not a representation of the
Group’s exposure to the credit or price risks.

REEAERER AR
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E)RTF (BE)-
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EREENREERERER
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FINANCIAL INSTRUMENTS

Risk management is of fundamental importance to the
business operation of the Group. The major types of risk
inherent in the Group’s business are credit risk, market
risk, liquidity risk, interest rate risk, foreign currency risk
and operation risk. The Group’s risk management objective
is to maximise shareholder value and to reduce volatility in
earnings while maintaining risk exposures within acceptable
limits.

The Group’s work in the area of risk management is
facilitated by the Risk Management Committee and the
Credit Committee while execution is carried out by the two
Committees’ supervising the Risk Management and Credit
Control Department. This functional structure has the role
to advise and to assist the management to identify and
assess the main risks faced by the Group’s business in a
co-ordinated manner. It also assesses, identifies and
documents the Group’s risk profile and to ensure that the
business units focus, control and systematically avoid
potential risk in various areas of business. The following is
a brief description of the Group’s approach in managing

these risks.
(a) Credit risk

The Group’s credit risk is primarily attributable to
advances to customers, trade and other receivables,
debt investments and unlisted derivative financial
instruments.

In respect of advances to customers, the Group
requires collateral from customers before advances
are granted. Collateral normally takes the form of
listed securities, cash deposits or debt financial
instruments issued by entity with high credit rating.
The amount of advance permitted depends on the
quality and value of collateral provided by the
customer. Subsequent change in value, as well as
quality, of collateral is closely monitored in order to
determine whether any corrective action is required.

R AERER AR

33.
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33. FINANCIAL INSTRUMENTS (continued)

(a)

(b)

(c)

Credit risk (continued)

Trade and other receivables mainly arise from the
Group’s brokerage business and investment activities.
Receivables from security brokerage customers and
brokers are normally due two dates after trade date
while deposits with brokers are repayable on
demand. The Group has established procedures in
the selection of brokers with sound credit rating and/
or reputation.

Investments in debt instrument and unlisted derivative
financial instrument are also governed by whether
the issuer and the trade counterparty respectively
have sound credit ratings.

The Group has well defined policies in place on the
setting and approval of trading, credit and investment
position limits in order to limit its credit risk exposure
and concentration. As at balance sheet date, the
Group does not have a significant concentration of
credit risk other than (i) the provision of advances to
customers, which are collaterialised by unlisted debt
securities issued by issuers with sound credit rating,
of approximately HK$248 million (2004:
approximately HK$62 million) and (i) the PGN (note
21(i)) with a notional amount of HK$693 million
issued by a reputable third party with sound financial
standing.

Market risk

The Group’s market risk exposure mainly comes from
the impact of market price movements that may
result in losses in on-and-off balance sheet positions.
Market risk in trading investment portfolios is
managed by using a combination of risk
measurement techniques including, but not limited
to, position limits, cut-loss limits and statistical
modeling.

Liquidity risk

The Group’s policy is to regularly assess current and
expected liquidity requirements and to ensure that it
maintains reserves of cash and readily realisable
marketable securities and adequate committed lines
of funding from major financial institutions to meet
its liquidity requirements in the short and long term.

33. &®IA(#®E)

(a)

(b)

(c)
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33. FINANCIAL INSTRUMENTS (continued)

(d)

(e)

(f)

Interest rate risk

The Group monitors its interest rate exposure
regularly to ensure that the underlying risk is
monitored within an acceptable range. Most of the
Group’s interest bearing assets and liabilities are on
a floating rate basis with maturity of one year or
less.

The Group’s principal interest rate exposures are
advances to customer, bank balances and loans from
ultimate holding company.

Foreign currency risk

The Group’s exposure to foreign exchange risk
primarily stems from holdings of monetary assets
and liabilities denominated in foreign currencies,
leveraged foreign exchange trading and net
investment in foreign subsidiaries and associates.
As most of the Group’s monetary assets and liabilities
and net investment in foreign subsidiaries and
associates are denominated in Hong Kong dollars,
United States dollars or Renminbi, management does
not consider there is any significant currency risk.
The Group has a policy not to maintain a significant
net position on leveraged foreign exchange trading
and the underlying exposure is monitored on a
continuing basis.

Overall, the management monitors the Group’s
foreign currency exposure closely and would consider
hedging significant currency exposure should the
need arise.

Fair values
All financial instruments are carried at amounts not

materially different from their fair values as at 31st
December 2005 and 2004.

R AERER AR
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NOTES TO THE CONSOLIDATED CASH FLOW 34. SZ&8BH&E&FEM=
STATEMENT

Reconciliation of profit/(loss) before taxation to net BREBEATERR (BB BERE T
cash (outflow)/inflow from operating activities: BE GRE) /FABRYER:
2005 2004
- 3 %53 —TTME
HK$°000 HK$'000
BETT EETFT
(Restated)
(Z31)
Profit/(loss) before taxation BREAERN/ (H8) 338,365 (40,556)
Interest income NN (118,978) (36,349)
Interest expenses FEX 20,932 7,925
Interest received on advances to customers R P {EZ A & 34,156 22,081
Other interest received HtE W F& 14,995 3,700
Dividend income BB M A (33,130) (37,980)
Share of profits less losses of associates FEh B & AR BF R EE (26,467) 431,034
Depreciation e 5,067 5,448
Staff share option amortisation A Hx%ﬁﬁﬁ 12,281 7,209
Impairment loss on goodwill attributable to Fﬁ% EREBERERE
interests in associates - 102,300
Net gain on disposal of available-for-sale HERRBEZSRA
securities ek (147,871) (203,924)
Gain on disposal of a jointly controlled entity 5% £ R4 | & B 255 A - (1,808)
Gain on disposal of fixed assets HEETEE 2 Wa (28) (378)
Gain on desmed disposal of interest in FEELERENAERE
an associate & (583) =
Gain on disposal of interest in an associate ~ HEM LA AER R - (166,514)
Surplus on revaluation of investment RENFEREE
properties (2,300) (7,470)
Reversal of impairment loss on properties MEREBLDE - (46,619)
Cash inflow before working capital changes ~ EEE£EBHARLRA 96,439 38,101
Increase in advances to customers B EFEm (263,068) (64,066)
Increase in amount due from el & R R A R
ultimate holding company =i - (2,613)
Decrease in debtors, deposits and FERER R RBEMR
prepayments e 58,086 270,009
(Increase)/Decrease in trading securities REEH(EM) SRBDY (243,322) 273,097
Decrease in creditors, deposits received ERER Bhke RER
and accrued charges ERARD (31,315) (206,176)
Increase in amount due to ultimate BN RAERRA A
holding company SRS N 47 =
Hong Kong profits tax paid BRI EENEH (3,759) (21,717)
Interest paid BRHE (21,175) (7,993)
Net cash (outflow)/inflow from operating BEEHELZ (RE) /A
activities ek (408,067) 278,642

REEAERER AR
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SEGMENT INFORMATION 35. HEER

(a) Business segments (a) ¥¥k9E
The Group conducts the majority of its business REBFKE 2 E
activities in three areas: short-term investments, DEZHE EHEE.

financial services and long-term investments plus
other operations. An analysis by business segments

is as follows:

REVENUE

Investment income

Interest income

Commission and service income
Other income

Total revenues

RESULTS
Segment results
Unallocated corporate expenses

Profit from operations

Finance costs

Gain on deemed disposal of
interest in an associate

Gain on disposal of interest
in an associate

Share of profits less losses
of associates

Impairment loss on gooduwill
attributable to the interests
in associates

Income tax

Profit/(loss) after taxation

R AERER AR

Long-term
Short-term investments  Financial services  investments plus others
RERE SREE RORERA
2005 2004 2005 2004 2005 2004 2005
CESRE -TIQNE ZEERE “TTNE -BERF -SINE -“BEIRE
HK$000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000
BETT EEFr BETn  EETT  BETFr  EETI BETR
(Restateq) (Restated) (Restateq)
(E7)) (E3)) (E5))
WA
REWA 1,461,584 2,702,160 306,800 - 172,790 225943 1,941,174
HEKA 7,747 1,384 4,170 22,731 70,061 12,234 118,978
BeaRBUA 352 188 101,215 94,835 240 285 101,807
LN 43 - 4,654 91 28,622 59908 33,319
BRA 1,469,726 2,703,732 453,839 117,657 271,713 298,370 2,195,278
ES
PEEE 50,044 59,963 775 27541 264,438 294388 386,257
AARMAAEA (54,010)
BERF 332,247
HBER (20,932)
FEELERENA
EHRT 583
HEBRENTER
2l -
EEBERARFN
B 26,467
BENFRE
BERBEE
#"E (33,865)
BHERA/ (BB) 304,500

TEA
T B AR

BHMEHAREREMBRR &
EBABEZEMINBMT

Total

ait
2004
“ZEME
HK$'000
BEFT
(Restated)
(E71)

2,928,103
36,349
95,308
59,999

3,119,759

381,892

(47,703)

334,189
(7,925)

166,614

(431,034)

(102,300)
(11,386)

(51,042)
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35. SEGMENT INFORMATION (continued) 35. oWEHR (&)
(a) Business segments (continued) (a) ¥¥5E(E)
Long-term
Short-term investments  Financial services  investments plus others Total
EARE ERRH RARERHEM &t

2005 2004 2005 2004 2005 2004 2005 2004
“R¥LE _TTMF -BREF _TINF -BRIE _TIME —BTIE _ITINF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
B¥Tn EETT RBEEFn EETn ENTn E¥Tn EMTn BN

(Restateq) (Restated) (Restateq) (Restated)
(E7]) (E7]) (E7]) (E3))

OTHER INFORMATION Hipgs
Segment assets PEEAE 643,621 562,855 953,066 792,664 3,183,924 2,936,507 4,780,611 4,292,026
Investment in associates BENRRE 1,112,279 1,029,349
Unallocated corporate assets ~ KARHATEE 47,551 58,942
Total assets EAE 5,040,441 5,380,317
Segment liabilities APEERE 26,386 6,665 179,707 212,254 - - 206,593 218,919
Unallocated corporate liabiities K AEEAE 8 E 841,910 678,333
Total liabilities BEE 1,048,503 897,252

2005 2004 2005 2004 2005 2004 2005 2004
225 _TTQF “RRIF _TIQNF -FRIEF _TINF -2BRF _TIMF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
B¥Tn EETT RBETn EETT ERTn E¥Tn EETn BN

(Restateq) (Restated) (Restateq) (Restated)

(E7]) (E7]) (E7]) (E71)

Capital expenditures EAfES - - 83 500 1,108 4,108 1,191 4,608
Depreciation and amortisation 7 & R # # B

£Xpenses 375 158 103 246 4,589 5,044 5,067 5,448
Unallocated impairment loss on & 2 BB 474 7]

goodwill attributable to RABBHEER
interests in associates - 102,300

REEAERER AR
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SEGMENT INFORMATION (continued)

(b) Geographical segments

For the year 82 For the year
ended 31st It 35132 Hong Mainland ended 31st
December tZA Kong China Total December
2005 St-BLEE B HEAM CHI

HKSOO  HKSO00  HKS000
BETT BETT BETT

Segment Segment
revenue AERA revenue

Turnover EER 1,575,916 438,196 2,014,112 Turnover

Other income EtMA 180,202 964 181,166 Other income

1,756,118 439,160 2,195,278

As at 31st R-EERE Hong Mainland As at 31st
December t28 Kong China Total December
2005 =t-H k& BET) & 2004

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

Segment assets S EEE 4,557,754 229,857 4,780,611 Segment assets

Additions to Additions to
fixed assets ~ FEEEEE 578 613 1,191 fived assets

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST
DECEMBER 2005

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments, new
standards and interpretations which are not yet effective
for the year ended 31st December 2005 and which have
not been adopted in these financial statements.

In addition, the Hong Kong Companies (Amendment)
Ordinance 2005 came into effect on 1st December 2005
and would be first applicable to the Group’s financial
statements for the period beginning 1st January 2006.

R AERER AR
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36.

TEHER (&)

(by HESHE

HE
Z5ERE Hong Mainland
24 Kong China Total
ST-HIEEE ER mER At
HK$'000 HK$'000 HK$'000
AEFT AEFT BEFT
PEUA
B2E 2,548,890 306,554 2,865,444
EflA 257,677 6,638 264,315
2,806,567 313,192 3,119,759
R-ZTME Hong Mainland
t-A Kong China Total
=+-H B HERH B
HK$'000 HK$'000 HK$'000
BETT BB A¥FT
NEEE 4,083,271 208,755 4,202,026
AEEEEE 3,149 1,459 4,608
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A=t-BLEFEZEHBEN
ARERZBA - HEARZREZ
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31ST
DECEMBER 2005 (continued)

The Group is in the process of making an assessment of
what the impact of these amendments, new standards and
new interpretations is expected to be in the period of initial
application. So far it has concluded that:

- HKFRS 7, “Financial instruments: disclosures”,
requires more detailed qualitative and quantitative
disclosure primarily on fair value information and risk
management, thus it would only affect the level of
detail in the disclosure of the financial information,
and would not have financial impact nor result in a
change in the Group’s accounting policies. HKFRS
7 will be effective for accounting periods beginning
1st January 2007.

- The amendments to HKAS 1, HKAS 27 and HKFRS
3 made as a result of the Hong Kong Companies
(Amendment) Ordinance 2005 are not applicable to
any of the Group’s operations. The adoption of the
remainder is unlikely to have a significant impact on
the Group’s result of operations and financial position.

BANKING FACILITIES AND PLEDGE OF ASSETS

Aggregate banking facilities of the Group as at 31st
December 2005 amounted to approximately HK$270 million
(2004: approximately HK$80 million). None of these facilities
were utilised (2004: None). These facilities were secured
by approximately HK$183 million (2004: HK$132 million) of
certain available-for-sale securities held by the Group and
corporate guarantees issued by the Company.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements on page 57 to 169 were approved
by the Board of Directors on 23rd March 2006.
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