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(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 (“HKASs") and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA"), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. 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 the following new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the Group
and the Company:

HKFRS 6 Exploration for and Evaluation of
Mineral Resources
Amendment Employee Benefits
to HKAS 19 — Actuarial Gains and Losses,
Group Plans and Disclosures
Amendment The Effects of Changes in Foreign
to HKAS 21 Exchange Rates
— Net Investment in a Foreign
Operation
Amendment Financial Instruments: Recognition
to HKAS 39 and Measurement

e “Cash Flow Hedge Accounting of
Forecast Intragroup
Transactions”

e “The Fair Value Option”
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(A)  STATEMENT OF COMPLIANCE (CONTINUED)

Amendments  Financial Instruments: Recognition

to HKAS 39 and Measurement and

and HKFRS 4 Insurance Contracts —
Financial Guarantee Contracts

Hong Kong Determining whether an
(IFRIC) Arrangement contains a lease

Interpretation

("HK(FRIC)
—Int") 4
HK(IFRIC) Rights to Interests arising from
-Inth Decommissioning, Restoration
and Environmental Rehabilitation
Funds
HK(IFRIC) Liabilities arising from Participating in
-Int6 a Specific Market — Waste

Electrical and Electronic
Equipment (effective for annual
periods beginning from

1 December 2005)

The adoption of these new and revised HKFRSs did not
result in significant change to the Group's accounting
policies applied on these financial statements for the
years presented. The Group has not applied any new
standard or interpretation that is not yet effective for

the current accounting period (see note 30).

(a)
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(8)

BaAsis OF PREPARATION OF THE FINANCIAL STATEMENTS

The consolidated financial statements for the year
ended 31 December 2006 comprise the Company and
its subsidiaries (together referred to as the “Group”)

and the Group’s interest in an associate.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that the following assets are stated at their fair value as

explained in the accounting policies set out below:

- investment property (see note 1(G));

- other buildings (see note 1(H)); and

- financial instruments classified as available-for-

sale securities (see note 1(F)).

Non-current assets and disposal groups held for sale

are stated at the lower of carrying amount and fair

value less costs to sell (see note 1(W)).
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(8)

BAsis OF PREPARATION OF THE FINANCIAL STATEMENTS
(conTINUED)

Notwithstanding that the Group had net current
liabilities as at 31 December 2006, the directors of the
Company are of the opinion that the Company and the
Group are able to continue as a going concern and to
meet their obligations as and when they fall due having
regard to an agreement obtained from the financial
institutions for a new loan facility of approximately
HK$219 million to the Group.

The directors believe that the Company and the Group
will have sufficient cash resources to satisfy its future
working capital and other financing requirements.
Accordingly, it is appropriate that these financial
statements should be prepared on a going concern
basis and do not include any adjustments that would
be required should the Company and the Group fail to

continue as a going concern.

(8)

Annual Report 2006 = ZE N FEE 1}

MR AAEELE (F)

BREAEENR-_TT A F+=A
=+—HEBRBDEEFE =
REIARE EE RS REER L
219,000,000 & T E KB E M
SIS ANBEERE
AR RAEEEHFFELE
WaEEEHPREEEER
1A o

EX2RR  KARRARAEEK
SRR EHNEEEBIRARMREARK
MEEESREMESTR -
bt BERBRRAFELCEE
ERE MATBREARAR
AEETRFELEBRT MR
TEH B E T -



Winfoong International Limited 422 BIBE B R A A

(8)

BAsis OF PREPARATION OF THE FINANCIAL STATEMENTS
(conTINUED)

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

may differ from these estimates.

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

periods.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of
material adjustment in the next year are discussed in
note 29.
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(c)

SUBSIDIARIES AND MINORITY INTERESTS

Subsidiaries are entities controlled by the Group.
Control exists when the Group has the power to
govern the financial and operating policies of an entity
so as to obtain benefits from its activities. In assessing
control, potential voting rights that presently are
exercisable are taken into account.

An investment in a subsidiary is consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intragroup balances and transactions and any
unrealised profits arising from intragroup transactions
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intragroup transactions are eliminated in the same way
as unrealised profits but only to the extent that there is

no evidence of impairment.

Minority interests represent the portion of the net
assets of subsidiaries attributable to interests that
are not owned by the Company, whether directly or
indirectly through subsidiaries, and in respect of which
the Group has not agreed any additional terms with
the holders of those interests which would result in
the Group as a whole having a contractual obligation in
respect of those interests that meets the definition of a
financial liability. Minority interests are presented in the
consolidated balance sheet 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.

(c)
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(c)

SUBSIDIARIES AND MINORITY INTERESTS (CONTINUED)

Where losses applicable to the minority exceed
the minority’s interest in the equity of a subsidiary,
the excess, and any future 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 profits until the minority’s share of
losses previously absorbed by the Group has been

recovered.

Loans from holders of minority interests and other
contractual obligations towards these holders are
presented as financial liabilities in the consolidated
balance sheet in accordance with notes 1(N) or (O)

depending the nature of the liability.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses (see
note 1(J)), unless the investment is classified as held
for sale (or included in a disposal group that is classified

as held for sale) (see note 1(W)).
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(p)

AsSsOCIATE
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.

An investment in an associate 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 net assets, unless it
is classified as held for sale (or included in a disposal
group that is classified as held for sale) (see note 1(W)).
The consolidated income statement includes the
Group’s share of the post-acquisition, post-tax results
of the associate for the year, including any impairment
loss on goodwill relating to the investment in the
associate recognised for the year (see notes 1(E)) and
().

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

Unrealised profits and losses resulting from
transactions between the Group and its associates
are eliminated to the extent of the Group'’s interest in
the associate, except where unrealised losses provide
evidence of an impairment of the asset transferred, in
which case they are recognised immediately in profit or
loss.

(D)
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(E)

GoopwiLL

Goodwill represents the excess of the cost of a
business combination or an investment in an associate
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 1(J)). In respect of associate, the carrying
amount of goodwill is included in the carrying amount
of the interest in the associate.

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 is

recognised immediately in profit or loss.

On disposal of a cash generating unit, an associate
during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or

loss on disposal.
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(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 and associate, are as

follows:

Investments in debt and equity securities are initially
at cost, which is their transaction price unless fair
value can be more reliably estimated using valuation
technigues whose variables include only data from
observable markets. Cost includes attributable
transaction costs, except where indicated otherwise
below. These investments are subsequently accounted

for as follows, depending on their classification.

Investment in securities held for trading are classified
as current assets. Any attributable transaction costs
are recognised in profit or loss as incurred. 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 stated in the balance
sheet at amortised cost less impairment losses (see
note 1 (J)).

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 1(J)).

(F)
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(F)

(c)

OTHER INVESTMENTS IN DEBT AND EQUITY SECURITIES
(conTINUED)

Investments in securities which do not fall into any of
the above categories are classified as available-for-sale
securities. At each balance sheet date the fair value
is remeasured, with any resultant gain or loss being
recognised directly in equity, except foreign exchange
gains and losses in respect of monetary items such as
debt securities 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 or impaired (see note 1(J)), the
cumulative gain or loss previously recognised directly

in equity is recognised in profit or loss.

Investments are recognised/derecognised on the date
the Group commits to purchase/sell the investments or

they expire.

INVESTMENT PROPERTY

Investment properties are land and/or buildings which
are owned or held under a leasehold interest (see
note 1(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 1(T)(i).
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(c)

(n)

INVESTMENT PROPERTY (CONTINUED)

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
1(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 1(l).

OTHER PROPERTY, PLANT AND EQUIPMENT

The following properties held for own use are stated
in the balance sheet at their revalued amount, being
their fair value at the date of the revaluation less any

subsequent accumulated depreciation:

- land held under operating leases and buildings
thereon, where the fair values of the leasehold
interest in the land and buildings cannot be
measured separately at the inception of the
lease and the building is not clearly held under an

operating lease (see note 1(l)); and

(G)

(H)
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(n)

OTHER PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

- buildings held for own use which are situated
on leasehold land, where the fair value of the
building could be measured separately from the
fair value of the leasehold land at the inception of
the lease (see note 1(1)).

Revaluations are performed with sufficient regularity
to ensure that the carrying amount of these assets
does not differ materially from that which would be

determined using fair values at the balance sheet date.

The other items of property, plant and equipment are
stated in the balance sheet at cost less accumulated

depreciation and impairment losses (see note 1(J)):

Changes arising on the revaluation of properties held
for own use are generally dealt with in reserves. The
only exceptions are as follows:

- when a deficit arises on revaluation, it will be
charged to profit or loss to the extent that it
exceeds the amount held in the reserve in
respect of that same asset immediately prior to
the revaluation; and

- when a surplus arises on revaluation, it will be
credited to profit or loss to the extent that a
deficit on revaluation in respect of that same
asset had previously been charged to profit or
loss.

(H)

HitE - BEREE (&)

- RBEHLM EESR
ZIEF MBREBFZIA
F1E AR B 45 16 B 8
ME+Mz AFES B
2 (R -

EfgSAR - RAERRBTEY
#T BRZEFEEZEMRESR
REERRAATEEEZEE
WEBRRE °

ME BELRRBZEMBIERZ
AR RIE T E LR EE RN E
ERBERAIMR(RHFE1U)

AEGERFIEERAYMEEEZE
—RERERNRE - EHHIIME
S

- WELAEGHESM ZEHE
EBRBARAHEG  BEEB
HREEREHAAEHRE
ERNRBBEAREZERR
kR

- MWELAEGRES EHE
AFABRER  LARE—
HEELAMCRBRRA
X2 EMGBA SRR

s
B o
AP



(n)

OTHER PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the costs
of dismantling and removing the items and restoring
the site on which they are located, and an appropriate
proportion of production overheads and borrowing

costs (see note 1(V)).

Gains or losses arising from the retirement or disposal
of an item of property, plant 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. Any related revaluation surplus is transferred

from the revaluation reserve to retained profits.

Depreciation is calculated to write off the cost or
valuation of items of property, plant 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 their estimated useful lives of

40 years.

- Furniture, equipment and other fixed assets are

depreciated over 5 years.

Where parts of an item of property, plant and
equipment have different useful lives, the cost or
valuation 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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(1)

LEASED ASSETS

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

lease.

(i) Classification of assets leased to the Group
Assets that are held by Group under leases which
transfer to the Group substantially all the risks
and rewards of ownership are classified as being
held under finance leases. Leases which do not
transfer substantially all the risks and rewards
of ownership to the Group are classified as

operating leases, with the following exceptions:

- property held under operating leases that
would otherwise meet the definition of
an investment property is classified as
an investment property on a property-
by-property basis and, if classified as
investment property, is accounted for as if
held under a finance lease (see note 1(G));
and

(1)
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(1)  LeASED ASSETS (CONTINUED)

(i)

(ii)

Classification of assets leased to the Group

(continued)

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

from the previous lessee.

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 asset.
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.

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 (see note 1(G)) or is held for
development for sale (see note 1(K)(ii)).
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(v)

IMPAIRMENT OF ASSETS

(i)

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 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 equity securities are not reversed.

- For trade and other current receivables and
other 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 financial asset’s original effective
interest rate (i.e. the effective interest rate
computed at initial recognition of these
assets), where the effect of discounting is

material.
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(9)  IMPAIRMENT OF ASSETS (CONTINUED) (W) EBEBREGE)
(i) Impairment of investments in debt and equity () REBRRIESAZKE
securities and other receivables (continued) RE f@/’é‘l/ﬁ?mfﬁz//iffé (#)

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.

For available-for-sale securities, the
cumulative loss that has been recognised
directly in equity is removed from equity
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 equity.
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(J)  IMPAIRMENT OF ASSETS (CONTINUED)

(i)

(ii)

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

Impairment losses in respect of available-
forsale 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.

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, plant and equipment (other than

properties carried at revalued amounts);

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

lease;

investments in subsidiaries and associate
(except for those classified as held for
sale (or included in a disposal group that is
classified as held for sale) (see note 1(W));

and

goodwill.
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(J)  IMPAIRMENT OF ASSETS (CONTINUED)

(ii)

Impairment of other assets (continued)

If any such indication exists, the asset’s
recoverable amount is estimated. In addition, for
goodwill, the recoverable amount is estimated
annually whether or not there is any indication of

impairment.

- 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
inflows 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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(v)

IMPAIRMENT OF ASSETS (CONTINUED)

(ii)

Impairment of other assets (continued)

Recognition of impairment losses

An impairment loss is recognised in profit
or loss whether 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 rate 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.

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
l[imited to the asset’s carrying amount
that would have been determined had no
impairment loss been recognised in prior
years. Reversals of impairment losses are
credited to profit or loss in the year in which

the reversals are recognised.
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(x)

INVENTORIES

(i)

Horticultural services
Inventories are carried at the lower of cost and
net realisable value.

Cost is calculated using the standard cost basis
(which approximates the average actual cost)
and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing
the inventories to their present location and
condition.

Net realisable value is the estimated selling
price in the ordinary course of business less the
estimated costs of completion and the estimated

costs necessary to make the sale.

When inventories are sold, the carrying amount
of those inventories is recognised as an expense
in the period in which the related revenue is
recognised. The amount of any write-down of
inventories to net realisable value and all losses
of inventories are recognised as an expense in
the period the write-down or loss occurs. The
amount of any reversal of any write-down of
inventories is recognised as a reduction in the
amount of inventories recognised as an expense

in the period in which the reversal occurs.

(k)

Annual Report 2006 —ZEZ N FF

7E
(1)

EIE R
T8 AR A Ko 7] 83 % (B
mE 2 BRIEH AR

B TH R SR AR R B AN B
(B2 P BER A ) &5t
g BREREAAN - Eig
RAMBFEEERU N
FEEHEERFNRDAESE
ZRA e

AERRERERTEER
BREPZEHEER  BE
EET TR AR A R A AT 1T
& T H 2 E B A T

s
H o
ZAr

RHEEFER  HE@EE
FEAER R R 2
Z B - FE MU E ] #
3 FE 2 AT (o] #0R & #R AN
Rz e - 5t AMHEA
ERELCHRCER -
BE S EE MR 2 £ 2

% To R B B A 2 B R R
PEERREE T RER

FIVE—TRRAX o



Winfoong International Limited 422 BIBE B R A A

(x)

INVENTORIES (CONTINUED)

(ii)

Property development

Inventories in respect of property development
activities are carried at the lower of cost and net
realisable value. Cost and net realisable values

are determined as follows:

Property under development for sale

The cost of properties under development
for sale comprises specifically identified
cost, including the acquisition cost of land,
aggregate cost of development, materials
and supplies, wages and other direct
expenses, an appropriate proportion of
overheads and borrowing cost capitalised
(see note 1(V)). Net realisable value
represents the estimated selling price less
estimated costs of completion and costs to

be incurred in selling the property.

Completed property held for sale

In the case of completed properties
developed by the Group, cost is
determined by apportionment of the total
development costs for that development
project, attributable to the unsold
properties. Net realisable value represents
the estimated selling price less costs to be

incurred in selling the property.

The cost of completed properties held for
sale comprises all costs of purchase, costs
of conversion and other costs incurred in
bringing the inventories to their present
location and condition.
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(L)

(m)

CONSTRUCTION CONTRACTS

The accounting policy for contract revenue is set out
in note 1(T)(iv). When the outcome of a construction
contract can be estimated reliably, contract costs are
recognised as an expense by reference to the stage
of completion of the contract at the balance sheet
date. When it is probable that total contract costs
will exceed total contract revenue, the expected loss
is recognised as an expense immediately. When
the outcome of a construction contract cannot be
estimated reliably, contract costs are recognised as an

expense in the period in which they are incurred.

Construction contracts in progress at the balance
sheet date are recorded in the balance sheet at the
net amount of costs incurred plus recognised profit
less recognised losses and progress billings, and are
presented in the balance sheet as the “Gross amount
due from customers for contract work” (as an asset)
or the “Gross amount due to customers for contract
work” (as a liability), as applicable. Progress billings not
yet paid by the customer are included in the balance
sheet under “Trade and other receivables” Amounts
received before the related work is performed
are included in the balance sheet, as a liability, as

"Advances received”’

TRADE AND OTHER RECEIVABLES

Trade 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 1(J)), 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 1(J)).

(L)

(m)
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(n)

(o)

(p)

()

INTEREST-BEARING BORROWINGS

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

method.

TRADE AND OTHER PAYABLES

Trade and other payables are initially recognised at fair
value and are subsequently 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
liguid 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.

EMPLOYEE BENEFITS

(i)~ Short term employee benefits and contributions
to defined contribution retirement plans
Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
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.
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(o) EMPLOYEE BENEFITS (CONTINUED)

(ii)

Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in a capital
reserve within equity. The fair value is measured
at grant date using the Black-Scholes 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 options, the total estimated fair
value of the options is spread over the vesting
period, taking into account the probability that

the options will vest.

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 the review,
unless the original employee expenses qualify
for recognition as an asset, with a corresponding
adjustment to the capital 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 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 share-based compensation
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).
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(r)

INCOME TAX

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements 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 purposes
and their tax bases. Deferred tax assets also arise from

unused tax losses and unused tax credits.
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(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 from
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.

(r)

Annual Report 2006 —ZEZ N FF

Fris®t (&)
BRETERZERBRIN A
BRERBEABENIELEHRIEE
E(EERRZ ERTITERKK
BRI BEE & 2 BRI 30 BE P 8
ERRBZELERIREE) B HE
R o BAFFHER A TR E &
ERMETREENREEBIK
ERTOEA - BREEAEORARE
RAREREEMEE2HE A
B E R WM/A R — ISR N
FA—ERVERAR LEHE
BAELOR FHRERER 2R
— RSB IR B E T E
BRI R] TR DS A E 2 iR A
o - EREREERRAVE R E
BRERAXFHERHARERAD
BB R IR B B P EE A VIR FE
MBEER  TERMARE—%
A BNZAG R B[R — AR &
FA-ERVEEARNER - I
BEHIERESE R IAE B IAR
Bz B mEmE -



Winfoong International Limited 422 BIBE B R A A

(r)

INCOME TAX (CONTINUED)

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.

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.
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(r)

INCOME TAX (CONTINUED)

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

- 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 realize the current tax liabilities on a net

basis or realise and settle simultaneously.

(r)
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(s)

PROVISIONS AND CONTINGENT LIABILITIES

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, 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.

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.

(s)
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(1)

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 in the profit or loss as follows:

(i)

(ii)

(iii)

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.

Sale of properties

Revenue arising from the sale of properties held
for sale is recognised upon the signing of the
sale and purchase agreement or the issue of an
occupation permit by the relevant government
authorities, whichever is the later. Deposits and
instalments received on properties sold prior to
the date of revenue recognition are included in
the balance sheet under forward sales deposits
and instalments received.

Sale of goods

Revenue is recognised when goods are delivered
at the customers’ premises which is taken to
be the point in time when the customer has
accepted the goods and the related risks and
rewards of ownership. Revenue excludes value
added tax or other sales taxes and is after

deductible of any trade discounts.

(1)
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(r) REVENUE RECOGNITION (CONTINUED)

(iv)

v)

Contract revenue
When the outcome of a construction contract

can be estimated reliably:

- revenue from a fixed price contract
is recognised using the percentage
of completion method, measured by
reference to the percentage of contract
costs incurred to date to estimate total

contract costs for the contract; and

- revenue from a cost plus contract is
recognised by reference to the recoverable
costs incurred during the period plus an
appropriate proportion of the total fee,
measured by reference to the proportion
that costs incurred to date bear to the

estimated total costs of the contract.

When the outcome of a construction contract
cannot be estimated reliably, revenue is
recognised only to the extent of contract costs

incurred that it is probable will be recoverable.

Management fee income
Management fee income is recognised at the
time when the services are rendered.

(r) Wz (&)
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(1)

(v)

REVENUE RECOGNITION (CONTINUED)
(vi)  Dividends
- Dividend income from unlisted investments
is recognised when the shareholder’s right

to receive payment is established.

- Dividend income from listed investments
is recognised when the share price of the

investment goes ex-dividend.

(vii) Interest income
Interest income is recognised as it accrues using

the effective interest method.

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.

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.

(1)

(u)
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(v)

(v)

BERAR AR

TRANSLATION OF FOREIGN CURRENCIES (CONTINUED)

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 goodwvill
arising on consolidation of foreign operations acquired
on or after 1 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 1 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 profit or loss on disposal.

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 completed.

(u)
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(w)

NON-CURRENT ASSETS HELD FOR SALE

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

will be transferred in the transaction.

Immediately before classification as held for sale,
the measurement of the non-current assets (and all
individual assets and liabilities in a disposal group) is
brought up-to-date in accordance with the accounting
policies before the classification. Then, on initial
classification as held for sale and until disposal, the
non-current assets (except for certain assets as
explained below), or disposal groups, are recognised
at the lower of their carrying amount and fair value
less costs to sell. The principal exceptions to this
measurement policy so far as the financial statements
of the Group and the Company are concerned are
deferred tax assets, assets arising from employee
benefits, financial assets (other than investments in
subsidiaries and associate) and investment properties.
These assets, even if held for sale, would continue to
be measured in accordance with the policies set out
elsewhere in note 1.

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

(w)
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LERER AR

(x) RELATED PARTIES

For the purposes of these financial statements, a party

is considered to be related to the Group if:

(i)

(iif)

(iv)

(vi

the party has the ability, directly or indirectly
through one or more intermediaries, to control
the Group or exercise significant influence over
the Group in making financial and operating
policy decisions, or has joint control over the
Group;

the Group and the party are subject to common
control;

the party is an associate of the Group;

the party is a member of key management
personnel of the Group or the Group's parent,
or a close family member of such an individual,
or is an entity under the control, joint control or

significant influence of such individuals;

the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such

individuals; or

the party is a post-employment benefit plan
which is for the benefit of employees of the
Group or of any entity that is a related party of the
Group.

Close family members of an individual are those family

members who may be expected to influence, or be

influenced by, that individual in their dealings with the

entity.

(x)
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(v)

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 inventories, trade
receivables and property, plant and equipment.
Segment revenue, expenses, assets, and liabilities are
determined before intragroup balances and intragroup
transactions are eliminated as part of the consolidation
process, except to the extent that such intragroup
balances and transactions are between group entities
within a single segment. Intersegment pricing a 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.

(v)
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The principal activities of the Group are property investment
and management, property development and construction,

and provision of horticultural services.

Turnover represents the rental income, proceeds from
sales of properties, revenue from provision of property
management services and revenue from provision of
horticultural services. The amount of each significant

category of revenue recognised in turnover during the year is

AEEZIEXBROVERERE
B MEEREBEREHEZR
% o

EEBIEHSBA BEMEZHBE
FIE - RERHMEEERSE 2 W=
RRBRERBRS 2 K- FAR
EEBEMRBIE—ERRAENZE
BT ¢

as follows:
2006 2005
—ETRF —ZETRF
HK$'000 HK$'000
FHT FHT
Gross rentals from investment RERE REMYE SRR
and other properties 20,488 32,729
Gross proceeds from properties sold REEHEWEZ AERIELRE 2,091 92,156
Revenue from provision of property REAREYFEERS 2 W=
management services 389 398
Revenue from provision of R ARHEEERS < K=
horticultural services 3,201 3,066

26,169 128,349




Other revenue
Interest income
— bank
— others

Dividend income from unlisted securities

Others

Other net income/(loss)
Net (loss)/gain on disposal
of fixed assets
Loss on disposal of other
financial assets
Provision for impairment
of properties held for sale
Impairment loss on
available-for-sale equity securities
Impairment loss on property
held for future development
Revaluation losses on buildings
Write-off of long outstanding creditors

Net foreign exchange gain

Hitbl
A SWA
—iRTT
—EAft

FEETIRERE
Hit

Hipl A~ (&518) B8
HEBEEE

(B18) e 58
HERMEREEZER

R EME 2R ERE
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2006 2005
—TERE  —PERF
HK$'000 HK$'000
F5T FHT
139 81

63 23

202 104

= 142

107 160

309 406
(150) 28,054
(208) -

- (360)

- (2,027)

= (67,500)

(48) (18)
2,358 704

17 =

1,969 (41,147)
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Profit before taxation is arrived at after charging/(crediting):

(A)

(B)

(c)

Finance costs
Interest on bank borrowings
- wholly repayable within five years

- repayable after five years

Staff costs (including
directors’ remuneration)

Contributions to defined contribution
retirement plan

Equity settled share-based payment
expenses

Salaries, wages and other benefits

Other items
Amortisation of land lease premium
Depreciation of fixed assets
Auditors’ remuneration
- audit services
- tax services
- other services
Operating lease charges: minimum
lease payments
- hire of plant and machinery
- hire of other assets
(including property rentals)
Impairment loss for bad and
doubtful debts
Bad debts written off
Share of an associate’s taxation
Rentals receivable from investment
and other properties less direct
outgoings of HK$6,070,000
(2005: HK$7539,000)

Cost of inventories (note 15(C))

(A)

(B)

(€

BBATRFIE R, (GEA)

2006 2005
—EZTRE —ZTRE
HK$'000 HK$'000
TAT TET
HERA
RITERFE
-REFNERYEE 17083 14,850
-hEZiEEER 7291 5,318
24,374 20,168
EIRA (BEESHE)
RERIREHEIRR
290 346
MABRIA Y 2 s
- 8,911
4 TEREMER 24,072 21,110
24,362 30,367
HfER
ME T EREY 12 35
BT EENE 655 723
72 il ka
—E%R% 444 279
— BB RE 18 54
— H AR 55 40
BERNRR - REROEK
— TR Ras 9 9
-HREMmEE
(AENERR) 2,463 641
RERRESR
379 =
AR 232 =
FE(E—Fa% & A AR 230 (185)
BREREMYERR S
B 116,070,00087T
(ZZZR%F : 7539,00087T)
14,418 25,190
FERA (FFE15(C) 2,130 73,507
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(A) TAXATION IN THE CONSOLIDATED INCOME STATEMENT (A) HEWBRAKES
REPRESENTS:
2006 2005
ZEERF ZTTHF
HK$'000 HK$'000
FHT FAxT

Current tax — Hong Kong Profits Tax Z<#i%i 18 — F8RI1EH

Underprovision in respect BEFERETE

of prior years 10 14
Current tax - PRC Income Tax S EAFLIE — P TSR
Over-provision in respect BEFE 2 B

of prior years (14) _
Deferred tax BN IR
Origination and reversal of TR EREEREE

temporary differences 4,059 28,230

4,055 28,244

No provision for Hong Kong Profits Tax and PRC ERAEEEE ST AF+—
Income Tax for the year ended 31 December 2006 has A=+—RHBIEEREALH
been made as the Group has no estimated assessable N EE A (AT EERBE R - Bt
profits arising in Hong Kong and the PRC for the year WEELEEEFERERBERE

(2005: M- BEB(FTEE ) -
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(8) RECONCILIATION BETWEEN TAX EXPENSE AND ACCOUNTING () HABEAMBFTE 2B EMASE
PROFIT AT APPLICABLE TAX RATES: SRR ER
2006 2005
ZETRF ZETHF
HK$'000 HK$'000
FHT FHT
Profit before tax R A5 A ) 154,587 140,306
Notional tax on profit before tax, FREBIADR A 2 B&RAIE
calculated at the rates applicable to %78 B8 B 5@ FA i A
profits in the countries concerned ZHEGTE 27.053 24,554
Tax effect of non-deductible expenses A/ IR B A 2 iS5 & 1,685 752
Tax effect of non-taxable income ERBUA 2 RSB (1,310) (8,545)
Tax effect of unused tax losses RNHERZ RARTIBEE
not recognised 2SR 7788 18,738
Tax effect of prior years' tax losses ~ ANFEHBAFE 2 FIE
utilised this year BB B8 (403) (1,554)
Tax effect of share of profit of JEAE — B E QA EEF
an associate BT E (31,162) (5,333)
Underprovision in prior years BEFERETIR
— Hong Kong Profit Tax —BBFEH 10 14
Over-provision in prior years BT FEBERE
— PRC Income Tax — R BIATSH (14) =
Others HAth 508 (382)

Actual tax expense EREBIEMY 4,055 28,244
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Directors’ remuneration disclosed pursuant to section 161 of BEBEBRTMENE 161 K(EBRC ES
the Hong Kong Companies Ordinance is as follows: e T
Salaries,
allowances
and benefits Share-  Retirement 2006
Directors' inkind Discretionary based scheme Total

fee  EHe R bonuses  payments contributions  —ZTERE
E3He  REWNE  BEEL URG RAGEIER ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TARL TAR TAT TAT TAT TAT

Executive directors: HTEE:

Cheong Pin Chuan, Patrick Bk = 2,176 = = 12 2,188
Cheong Kim Pong Ea - 98 - - - 9%
Cheong Sim Eng B4R - 1317 1,500 - 12 2,829

Independent non-executive directors:  BUIHTES

Kan Fook Yee i 100 - - - - 100
Lai Hing Chiu, Dominic RER 100 = = = = 100
Chan Yee Hoi, Robert RS 100 = - - - 100
Non-executive directors: FHES:

Lim Ghee W& = - 300 - - 300
Cheong Hooi Kheng (note (i) E2H (W) - 143 - - 7 150

300 3,734 1,800 = 31 5,865
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Salaries, Share-

allowances based
and benefits payments  Retirement 2005
Directors’ inkind Discretionary (note (i) scheme Total
fee  EHe R bonuses TRKH contributions  —EFEREF
Sl REWHE B (NEE() BAGTEIHRR At

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

Executive directors: BTES:

Cheong Pin Chuan, Partick B - 1,755 - 2228 12 3,99
Cheong Kim Pong el - 93 = 2,228 = 2,321
Cheong Sim Eng BYR - 1317 500 2,228 12 4,057

Independent non-executive directors: ~ BUJFHITES

Kan Fook Yee Biag 100 - - - - 100
Lai Hing Chiu, Dominic RER 100 = - - - 100
Chan Yee Hoi, Robert B 100 - - - - 100
Non-executive directors; FHTES:

Lim Ghee & 200 - - - - 200
Cheong Hooi Kheng (note (i) E20 (W) - 143 = 2,227 7 2,377

500 3,308 500 8,91 31 13,250




Notes: (i) Ms. Cheong Hooi Kheng's directorship is alternate to Madam
Lim Ghee.

(ii) These represented the estimated value of share options
granted to certain directors under the Company's share
option scheme. The value of these share options is measured
according to the Group's accounting policies for share-based
payment transactions as set out in note 1(Q)(ii). The details of
these benefits in kind, including the principal terms and number
of options granted, are disclosed under the paragraph “Share

option scheme" in note 22.

The above emoluments do not include the monetary value
of the rent-free accommodation provided to Mr. Cheong
Pin Chuan, Patrick, an executive director of the Company,
through a property owned by the Group. During the year,
the monetary value of such residential accommodation
provided to this executive director based on the tenancy
agreement entered into by the Group was HK$720,000
(2005: HK$720,000).
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XNBRNR S 2 B BERETE
ZEEYMRZFE(BEME
BREZZZEARER) B
BERNK 22l EiEA S —

B

Ll T eRERAEEES M H A
RA—BRITEFTERREEFRZ
REEEBUIEBEE - ~NFA -
BERNEEFRBEUNET L 2B
Z ORBTREWTESEZHEEEN
2 E¥(E{E /720,000 (ZFTH
1 720,00077T) °
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Of the five individuals with the highest emoluments, two TEEEFMALY  —2(ZFTH
(2005: four) are directors whose emoluments are disclosed F:NB)RES  HEZNMWE6H
in note 6. The aggregate of the emoluments in respect of the HEF=F(ZFZRF: —HF)A
other three (2005: one) individuals are as follows: Tz EHMeEET
2006 2005
ZEERF —TTRHF
HK$'000 HK$'000
FHT FHT
Salaries and other emoluments e I H A B 6,301 3,491
Discretionary bonuses BYIBIEAL 3,630 500
Retirement scheme contributions RIRET R 36 12
9,867 4,003
The emoluments of three individuals (2005: one) with the SR(CFEAF —R)RSHMA
highest emoluments are within the following bands: TZHMEATRER -
2006 2005
ZETRF ZZETHF
Number Number
individuals individuals
N AEL
HK$1,500,001 — HK$2,000,000 1,500,0017c—2,000,0007T 1 -
HK$3,000,001 — HK$3,500,000 3,000,001 —3,500,0007T 1 -
HK$4,000,001 — HK$4,500,000 4,000,0017t—4,500,0007T = 1
HK$5,000,001 — HK$5,500,000 5,000,0017C—5,500,0007T 1 -
The consolidated profit attributable to equity shareholders ARARERFAEARGERE ZMNETE
of the Company includes a loss of HK$441,000 (2005: 4410008 T2 BHE(ZE T A F:
HK$9,267,000) which has been dealt with in the financial 9,267.0008 L) ' ZEBEE R A QT

statements of the Company. PBmERPRE



(n)

(8)

BAsic EARNINGS PER SHARE

The calculation of basic earnings per share is
based on the profit attributable to ordinary equity
shareholders of the Company of HK$150,532,000
(2005: HK$115,131,000) and the weighted average of
1,492,410,986 (2005: 1,492,410,986) ordinary shares

in issue during the year.

DILUTED EARNINGS PER SHARE

The calculation of diluted earnings per share for the
year ended 31 December 2006 is based on the profit
attributable to ordinary equity shareholders of the
Company of HK$150,532,000 (2005: HK$115,131,000)
and the weighted average number of ordinary shares
of 1,502,927,847 (2005: 1,503,304,597) shares,
calculated as follows:

Weighted average number of ordinary R+=
shares at 31 December ZiJMEﬁi’:]%(
Effect of deemed issue of shares
under the Company’s share option
scheme for nil consideration
(note 22)

=t—HZEERERN

(a)

()

RIEADR 2 BAETE (MfFE22)
BRENEREBRTRO ZFE
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SREREF
BRERBRTIIREFAKRRA]
T 3 IR R FE 18 4 A1 150,532,000
B (ZZTZERHEF 1 115,131,000
BIT) RFERE BTERRRMD
Z INHE 19 801,492,410,986 I8
(ZZF T A F :1,492,410,986
fR)EHE -

BR#EEET
BEZZEZ R "F+ZA=+—
HEFEZ2EREFRN D
BAR AN R 7] 3 i R R PR A 5 R
150,532,000 L (=TT HF ¢
115,131,000 7% 7T ) K& I 8 X Ik
2 2 M HE 5 801,502,927,847
R(ZZZRF : 1,503,304,597
ROFTE - EEtENT :

1,492,410,986  1,492,410,986

10,516,861 10,893,611

Weighted average number of ordinary

shares (diluted) at 31 December

R+ A=+—B2ERREN
(8) ZhEFa8

1,502,927847 1,503,304,597




Winfoong International Limited 422 BIBE B R A A

Segment information is presented in respect of the Group's
business and geographical segments. Business segment
information is chosen as the primary reporting format
because this is more relevant to the Group's internal financial
reporting.

BUSINESS SEGMENTS
The Group comprises the following main business
segments:

Property investment and management: the leasing of
properties to generate rental income and to gain from the
appreciation in the properties’ values in the long term, and

provision of building management services.
Property construction and development: the development,
construction and sale of properties, and project

management.

Horticultural services: the provision for horticultural services.

DREMDBRAEE ZEBK &R D
B2 AXBOBEERBUOUAE
BzAMHBRETN  RETES
TEHFPA o

3 S|
FEEIZBEUTERSE

MERERER  HEWEARIE
ERARERERDEAERE &
REHBFEERS -

MERERER: B8R 2EMHE
mE - AREBER -

B2RY : RERERY -



Annual Report 2006 —ZZ /N FEF 5

BUSINESS SEGMENTS (CONTINUED) ES k¢ )
Property investment ~ Property construction  Horticultural Intersegment
and management  and development services glimination Unallocated Consolidated
MEREREE  MFEERER RERhH REAE A AR fa

2006 2006 2006 2000 2006 200 2006 2000 2006 200 2006 2000
TRT5E “23nF CTINE CTTR4 CBRNF TR CTENE 2TRF CIINE CTTRE “RTNE TRRF
HK$000 HKS'000 HKS000 HKS'000 HKS'000 HKS000 HK$000 HKS000 HKS000 HKS000 HKS000 HKS000

TR T T TR TR TR T T TR TR TR TAR

Revenue from external customers ATENRP G 215 119917 188 5366 3200 3,066 = - - - 26169 128309
Intersegment revenug (e BO28% MY 38T 16 B (12689 (650) = = = =
Other revenue from exteral customers REWIRPZERYE Bnoow B 4 - - - 7/ 0 M
Total & 1949 12288 1379 9039 3221 3094 (12689 (6520) 2 153 26276 128651
Segment result PLES 31662 221831 11260 (64,828 6 14 (12689 (65200 (29551 (20699 689 129898
Unallocated operating income and expenses ~ AAEEEMARR 0 m
Proft from operations ey 891 130,002
Finance costs EEUL (437)(20,169)
Share of profit of an associate EIE-BBENT2RH 178010 30472 = - = - = - - - 8070 30472
Income tax figh (4,050] (26,244)
Proft for the year KE 150532 112,06
Depreciation and amortisation for the year ~ ERTERESH % 2 1 B o

Impaimentloss on property held HERRER N

for future development HEEE - - - 67500 - -
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BUSINESS SEGMENTS (CONTINUED)

Segment assets
Interest in an associate

Unallocated assets
Total assets

Segment liabilities

Unallocated liabilities
Total liabilities

Capital expenditure incurred

during the year

NRAE

Rl N Al e

ANEAE

AERZBRRX

2,000,436

Property investment
and management
NERERER

2006 2005

e il

HK$'000

HK$'000

TEL  TAR

1,986,916

612,771 393,602

749,599 698,688

10,780 9%

X508 (&)
Property construction
and development Horticultural services Consolidated
NERERER B2k e
2006 2005 2006 2005 2006 2005
“ZTRE _ZTHE _TTAE _TTRE _FTETNF _TTRA
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEr TR TEr  TEr  TEr  TERn
129% 14,610 996 790 2,014,427 2,002,316
- - - - 612,771 393,602
13,804 10,262
2,641,002 2,406,180
6,187 5,807 216 93 756,002 704,588
710 9,032
756,712 713,620
14 - 305 3



GEOGRAPHICAL SEGMENTS

In presenting information on the basis of geographical

segments, segment revenue is based on the geographical

location of customers. Segment assets and capital

expenditure are based on the geographical location of the

assets.

Revenue from external
customers

Other revenue from external
customers

Segment assets

Capital expenditure incurred

during the year

HTHHNEP
P

REHHNEP
ZE e

TER
LERRR

2,028,144 2,012,

14,198

Hong Kong and

Mainland China

ERRPEIN
2006 2005
“ETRE  _TTIRF
HK$'000 HK$'000
TAT TAR
26,169 128,349
107 302

439

678
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s HR

RIZE 5 B2 51 E R -

7l

TDEEPHWH IR DREERER
Fx AR EEMBIE DM

Singapore
A
2006 2005
“ZTTRE —ZThE
HK$'000  HK$'000
THT FHT
612,858 393,741

Total

5t
2006 2005
“ZTERE —ZTRF
HK$'000 HK$'000
TAT TAET
26,169 128,349
107 302
2,641,002 2,406,180
14,198 678
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() THE GROUP () A£EH
Interests in
leasehold
land held
for own
Furniture, use under
Buildings  equipment Property  operating
held for own  and other held for leases Total
use carried fixed assets future RRELE fixed
atfairvalue i« R Investment development B4J#{ER assets

NATESIRZ REM  Subtotal  property FHER% REELH ETEE
KEeRBgT ETiE N RENE BRINE ZiER 2E
HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TEL TR THL THT T FiET THL

Cost or valuation: FESEE
At 1 January 2006 R-TTR% —A—A 6490 12711 19200 1800640 215652 30,300 2,065,793
Exchange adjustments EH A% - 6) 6) = = - 6)
Reclassified to property held ENGRARBE
for sale HEWE = - - - (229 - (3229
Additions NE - 678 678 - - - 678
Disposal HE (6,000) (138) (6,138) = - (29,700) (35,838)
Deficit on revaluation BiEE (18) - (18) - - = (18)
Less: elimination of A RIETEHE
accumulated depreciation (12) = (12) - = = (12)
Fair value adjustment ATERAR - - - 166,000 - - 166,000
At 31 December 2005 R-ZEThF
ToA=t-B %60 13245 137051966640 183400 600__ 2164345
Representing: HER
Cost [RE - 13,245 13,245 - 183,400 600 197245
Valuation 2005 HE-—2ERE 460 - 460 1,966,640 - - 1,967100
460 13,245 13,705 1,966,640 183,400 600 2,164,345
At 1 January 2006 R=FE F —A—H 460 13,245 13,705 1,966,640 183,400 600 2,164,345
Exchange adjustments EHAE - 22 22 - = = 22
Additions AE - 3,484 3,484 7037 - - 10,621
Disposal & - (3,200 (3,200 (320) = - (3,520)
Deficit on revaluation BB (48) - (48) = = = (48)
Less: elimination of W REEHE
accumulated depreciation (12) = (12) = = - (12)
Fair value adjustment ATERAE - - - 20,963 - - 20,963
At 31 December 2006 N A3
ToA=t-B . %0 _ 13551 13951 1994320 183400 600__ 2192271
Representing: HER
Cost RE - 13,651 13,651 - 183,400 600 1975561
Valuation 2006 HE-—TTXF 400 - 400 1,994,320 - 1,994,720

400 13,651 13951 1,994320 183,400 600 2,192,271
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() THE GROuP (CONTINUED) (a) AKEE(E)
Interests in
leasehold
land held
for own
Furniture, use under
Buildings  equipment Property  operating
held forown  and other held for leases Total
use carried fixed assets future ARELE fixed
at fair value  #ffl + % Investment development FRAJ#HES assets

NATESIRZ LEM  Subtotal  property  #{ER% BHEELH ET4E
BEaRET ETEE PGt BEWE BE2NE b wiE
HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
THL THr T T FHL T T

Accumulated amortisation ZRBERAE:
and depreciation:

At 1 January 2005 RZZZTHF

—R—A - 11,146 11,146 - 135,652 322 147120
Exchange adjustments 3Tk - 6) 6) = = = 6)
Reclassified to property ENBEAR

held for sale fEHEmE = = - - (19752 - (19752

Charge for the year AEEL 12 611 723 - - 35 758
Impairment loss EEE = = = = 67500 = 67500
Written back on disposal HERER (100) (121) (221) = = (233) (454)
Elimination on revaluation EHEEE (12) - (12) - - - (12)
At 31 December 2005 R-ZZTRE

L e B B 11 N L - 183400 . 124 195184
At 1 January 2006 RZZENF

—fA—-H - 11,630 11,630 - 183,400 124 195,154
Exchange adjustments EHAE - 22 22 - = = 22
Charge for the year AEEL 12 643 655 - - 12 667
Written back on disposal HERED - (3,029) (3,029 - - - (3,029)
Elimination on revaluation EEREE (12) = (12) - = = (12)
At 31 December 2006 RZZERF

toA=t-8 .. = 9266 9266 - - 183400 . 136___ 192802 __
Net book value: FEFE:
At 31 December 2006 RZZTRE

+-A=+—-H 400 4,285 4,685 1,994,320 - 464 1,999,469
At 31 December 2005 RZZZTHF

+=-A=1—H 460 1,615 2,075 1,966,640 - 476 1,969,191
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(a)

(8)

BERAR AR

THE GROUP (CONTINUED)

Impairment loss

Impairment loss of approximately HK$67500,000 was
recognised on property held for future development
for the year ended 31 December 2005. In prior years,
the land, which is located in the People’s Republic
of China (the "PRC"), was planned to be developed
in four phases as a comprehensive private housing
development, and the Group has completed certain
portion of the first phase of this development project.
In view of the market condition and the economic
policy of the PRC government, the Group postponed
the further development to wait for an opportune time.
As at the balance sheet date, the directors were of the
view that development would not be recommenced in
the foreseeable future and assessed the recoverable
amount of the undeveloped land on such basis. Based
on this assessment, the carrying amount of this
portion of land was written down by HK$67500,000.
The estimates of recoverable amount were based
on the experience of the Company's directors by

reference to the PRC property market.

All investment properties of the Group were revaluated
as at 31 December 2006 on an open market value
basis calculated by reference to recent market
transactions in comparable properties (2005: net rental
income allowing for reversionary income potential).
The valuations were carried out by an independent firm
of CB Richard Ellis Limited (2005: Savills Valuation and
Professional Services Limited), who have among their
staff Fellows of the Hong Kong Institute of Surveyors
with recent experience in the location and category of
property being valued.

(a)

(s)

REE (&)

SR 1B TS
REBEE-_ZTAF+-_A=+—
BIEFE  HEBRERZWE
BRI E 1B 44 67500,000
BT e RIBAFE - sHEIEZN
RAEEAREFMEBE(HRE]D X
W2 i MR R AR E AL
AEE - BASER ZREZER
BEZE—HETHD - ERM
SR R A BT 2 48 B BUR
$%§ﬁ&”*iﬁﬁvuwﬁ
ERE - #HELHEA  EER
mﬂﬁ%%Kééﬁ%ﬁ%E%
BHE - UEZEEETHRER
iz P E £ 58 o IRIZRIBRT
fly - B% &0 £ 2 BR M E MR
67,500,000 % 7T © ¥ A Uz el I8
ZEFTTERRARES 2R
WRERBEYETISEL -

RZZEERFTA=+—HB &
SEMBRAYEETER - B
NARMEAET2E AL EZ

IMHTTSR S (Z2ZTRF « 3RE

W B NED 2 FHS WA L) &

ﬂcﬁ@mﬁjﬂﬂﬁﬁﬁﬁ&ﬁ

RAR(ZZTRF : E—KAFEH%

%%@&%ﬁ@ﬁﬁ@/ﬂﬂ&%

BEERESHEMEeERE LY

B T S R PR E Y B AR

RIEBIL 2 4550) 1T -



(c)

The buildings held by the Group for own use were
revalued as at 31 December 2006 at their open market
value by reference to recent market transactions in
comparable properties. The valuations were carried
out by an independent firm of CB Richard Ellis Limited
(2005: Savills Valuation and Professional Services
Limited), who have among their staff Fellows of
the Hong Kong Institute of Surveyors with recent
experience in the location and category of property
being valued.

The revaluation deficits of HK$48,000 (2005:
HK$18,000) have been transferred to the income

statement of the Group.

Had these buildings held for own use been carried
at cost less accumulated depreciation, the carrying
amounts would have been HK$551,000 (2005:
HK$570,000).

(c)
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RZZEERF+-A=+—8"
AEEFFEARETETERS -
BEfMUE2ERETSREZA
WHESHZ ARMERELE -
fhEHEL QA tHTHBRREER
AR ZEFRF  E-AFEH
HHEREEERARAR) (K
BEBREEANEMBEERS
TZEBTUHNMRAEEY R
BB R A BOO 2 1858 #1T o

EHGE448,0008 T (— ST H
% : 18,0008 L) EEBALREE
ZUWEER o

WZERIEEREFREAR
ZREWESE  HEEEKA
551,000% t( =& T 7 & :
570,00077T) °
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() The analysis of net book value of properties is as (b) MIEIREFEINMOT :
follows:
The Group
REE
2006 2005
ZETRF —ZTTHF
HK$'000 HK$'000
FHT FHT
In Hong Kong R EE
- long leases —REHEE 1,989,000 1,961,000
— medium-term leases —FHHEE 1,184 1,576
1,990,184 1,962,576
Outside Hong Kong A LAS
- long leases —REHEE 5,000 5,000
1,995,184 1,967576
Representing: HER :
Buildings held for own use AR FAESIRR 2 F5{E
carried at fair value BREF 400 460
Investment property LEmE 1,994,320 1,966,640
Interests in leasehold land held for ~ RARIBZETHLHE
own use under operating leases BRMEE T s 464 476

1,995,184 1,967,576




(3]

FIXED ASSETS LEASED OUT UNDER OPERATING LEASES

The Group leases out investment property under
operating leases. The leases typically run for an initial
period of one year, with an option to renew the lease
after that date at which time all terms are renegotiated.
Lease payments are usually reviewed every year to
reflect market rentals. None of the leases includes

contingent rentals.

All properties held under operating leases that would
otherwise meet the definition of investment property

are classified as investment property.

The Group’s total future minimum lease payments

under non-cancellable operating leases are receivable

as follows:
Within 1 year 1 AR
After 1 year but within 5 years 1F A EBFLARN

(g)
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REEEHNHBAZEEEE

ARRRBEEEHHBREY
X DSEHBATA—F  FH
BRADEERRRE R AR
HeHEeBESFETERUR
RTSHEEKY - HEREES

MARBEEROFALTAR
BENEEBRZINEFRR/ERED
# ,

AEBRBIAIRELEHENZ
AREWREHESAREMT

2006 2005
ZEETRF —ETHF
HK$'000 HK$'000
FAT FET
6,437 9,387

6,437 9,387
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Unlisted shares, at cost

The following list contains only the particulars of subsidiaries
which principally affected the results, assets or liabilities of

BERAR AR

R EmA

the Group as at 31 December 2006.

Place of
incorporation
and operation
Name of company RAuAS
NS BEHY
Allied Crown Limited Hong Kong
ARERAA BE
Bossiney Limited Hong Kong
A

Particulars

of issued and
paid-up capital
BETRER
RAaFE

2 ordinary shares of
HK$1 each

2RGHREBIATL
LRk

98 ordinary shares of
HK$10 each and 2
non-voting deferred
shares of HK$10 each

9BRBREBEI0ETL
L@k RoRER
HE0ET BRE
EETR

The Company

AR

2006 2005

—TERE  —PEEF

HK$'000 HK$'000

FHT Fibt

' R1E 1,418,163 1,418,163

TERERHEHAR_ZTZERF
St BXEYERE@MES
SBEZHBRATZER -

Proportion of ownership interests

R EERLY
Group's
effective  Held by the Held by a
interest Company subsidiary
T5BZ YN m—H B Principal activity
EnfEn A NS TEEH
100% - 100% Property holding
BENZ
100% - 100% Property holding
BENZE



Name of company
NGESH

Cheung Kee Garden

Limited
Rt ERRAT

Giant Yield Limited
HaARAH

Hugoton Limited

Place of
incorporation
and operation
BalijAe
B

Hong Kong
A

Hong Kong
A

Hong Kong
i

Particulars

of issued and
paid-up capital
BETRER
RAGFE

100 ordinary shares of
HK$1 each and
450,000 non-voting
deferred shares of
HK$1 each

100 EHRAEET
2 &l %450,0008%
SREEIELL
ERERELR

98 ordinary shares of
HK$1 each and
2 non-voting deferred
shares of HK$1 each

SREREETETL
LR k2R AR
HEIBTZE
REEELR

98 ordinary shares of
HK$10 each and
2 non-voting deferred
shares of HK$10 each
ISR BREEI0ET
L ERRRBER
HEI0BTLERE
EELR
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Proportion of ownership interests

A EERLH
Group's
effective  Held by the Held by a
interest Company subsidiary
TEEZ AUNS] M- B Principal activity
Enkkm A NS IERHE
100% - 100% Investment holding
and provision of
horticultural services
REBR R
EERH%
100% - 100% Property holding
BENE
100% - 100% Property holding
BENE
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Place of
incorporation
and operation
Name of company AL
NS ES
Super Homes Limited Hong Kong
3
Sui Chong International Hong Kong
Resources Limited Bk
HERRERBRAR
Winfoong Holding Limited ~ Hong Kong
REERERAR 3
Winfoong Investment Hong Kong
Limited BE
REREBRAR
IFXRENE The People's
BRAR Republic
of China
EIN
* Audited by other auditors

# Sino-foreign equity joint venture enterprise #

Proportion of ownership interests
ERRERRLD

Particulars

of issued and
paid-up capital
BEIRER
B

Group's

effective  Held by the
interest Company
T5E2 YN

Bk k]

Held by a
subsidiary
h—HkB

N

100%

100 ordinary shares of 100%
HK$1 each and
100 non-voting deferred
shares of HK$0.3 each
100REREEIETL
LRRRI00BREREE
03B ERZRETR

1,000 ordinary shares 100% - 100%
of HK$1 each
1,000k BREE1 BT, BBk

10,500,000 ordinary
shares of HK$10 each

10,500,000 B} E
08T EBR

100% = 100%

1,143,724,986 ordinary
shares of HK$0.25 each

1,143,724, 9861 5%
E1H0.26E T EBR

100% = 100%

US$7365,356
7365,356% T

92% = 92%

Principal activity

Property holding
BENE

Project Management
TRstEER

Investment holding
REBR

Investment holding

RER

Property development
NEER

* RE AR B X

NS

%
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The Group
rEE
2006 2005
ZEERF —EERF
HK$'000 HK$'000
FAET FET
Share of net assets FEEEEFE 612,771 393,602
Market value of shares listed RTINS HAE e
in the Republic of Singapore & E 561,912 251,723
Proportion of ownership interests
mEERRL
Group’s
Form of Place of effective Held by a
business incorporation interest  Held by the subsidiary
Name of associate structure and operation 5Bz Company m—fHE Principal activity
NG EBEER Bl PSS Enltn  ALARAE NS TEXH
Hong Fok Corporation Incorporated Republic of Singapore 20.2% - 20.2% Investment holding
Limited ("HFC") * PAEYNG AR RAER
BREZERAA
(ERE%))*

2 Audited by other auditors * SH fth 1% EAD B A%
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SUMMARY FINANCIAL INFORMATION ON ASSOCIATES

BENA 2 HERBER

Assets Liabilities Equity Revenues  Profit/(loss)
BE af Bxn Wz A (B8)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T THT THT FET T
2006 ZEERE
100 per cent 100% 6,371,237 2,578,616 3,792,621 321,807 (81,934)
Group's effective interest AEEEGER 178,070
2005 “TTRE
100 per cent 100% 5,128,848 2,386,443 2,742,405 180,555 (42,135)
Group's effective interest AEEEEER 30,472
The above financial information of the associate is a LB ENE B ER BZEE R

summary of the consolidated operating results and financial
position of the associate, which are based on its financial
statements. The Group’s share of the associate’s results
are based on the associate’s financial statements and
adjusted for the cross-holding between the Company and
the associate as well as the alignment of the associate’s
accounting policies with those of the Group. In particular
as they relate to Singapore Financial Reporting Standard 40
“Investment Property” (the equivalent of HKAS 40), which is

not adopted by the associate during the year.

A RERERTBIRRN ZHE
TEREMBREK - REBEERE
RBEZEETIERBERR 2%
RIWRBE AR 7] B LB 2 D B R X
AR WRARE 2 BRD
EZBERRZE R LEEZ
it R RN FERRE RN Z B B
R BREERNE 405 REWE |(F
RNEEGERFEA05%) 2 EFTHK

A

Eﬁ o
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The Group
rEE
2006 2005
ZEERF —EERF
HK$'000 HK$'000
FAET FET
Available-for-sale equity securities, A SRR AN
at fair value ~NFEE 1,610 1,350
Unlisted debentures, at cost ELEMES J?TE - 100
Investment in club membership FENALEI 2 - 310
Loan receivable (note) FEWE K (M]‘I) 990 990
2,600 2,750
Note: Loan receivable is unsecured, interest bearing at HIBOR plus 2% per Mzt : RERERDEER FERABBIRT
annum and repayable on 31 August 2010. FEEFLM2E  WERZZT—FF)N
A=+—HEE&-
(A) Inventories in the consolidated balance sheet (A INAGEEERBRAZEESR
comprise: &
The Group
REH
2006 2005
ZEERF —TETRHF
HK$'000 HK$'000
FET FET
Properties held for sale FHELEME 12,500 14,146
Plants ‘Y 228 224
12,728 14,370
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(B) The analysis of carrying value of properties is as (B) WHEZEEESTHT :
follows:
The Group
REE
2006 2005
ZETRF —ZTTHF
HK$'000 HK$'000
FHT FHAT
In Hong Kong EEE
- 50 years or more (long leases) —B0FEG0F A £ (REAHEE) - 1,646
Outside Hong Kong AV
- 50 years or more (long leases) —B50F 60F A £ (REAHE) 12,500 12,500
12,500 14,146
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The analysis of the amount of inventories recognised (C) MARAIzGEEEHHIFMWM
as an expense is as follows: s ¢
The Group
AEE
Plants Properties Total
&y S st

2006 2005 2006 2005 2006 2005
“ZTNF —FTTRhF —FENF —TTRFE —TEAF —FERF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TExL TET TEL  TExr  TAT  TExn

Carrying amount of BERE
inventories sold ZIREE 484 501 1,646 72,646 2,130 73,147
Write down of WREE
inventories - - - 360 - 360
484 501 1,646 73,006 2,130 73,507
All of the inventories are expected to be recovered FIEZEFERAR—FRE -

within one year.
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The Group The Company
REE AN/NG
2006 2005 2006 2005
e NG —TTRF ZEERF —ZETHF
HK$'000 HK$'000 HK$'000 HK$'000
BT FET FHET FET
Amount due from —EHE LA
a subsidiary 2R = - 230,520 230,970
Tax reserve certificate  Fi% - 14,449 = =
Trade debtors FEWE SRR 738 432 - -
Gross amounts EWE P EH
due from customers TR FIBEAAZE
for contract (M$5E17)
work (note 17) 595 595 - -
Retentions FEHR B
receivable (note 17) g (MsE17) 338 338 - -
Other debtors, deposits  EAMbEWKE @ &R
and prepayments AN 6,426 4,123 293 273
8,097 19,937 230,813 231,243
The amount due from the subsidiary is unsecured, non- B AR Z AN ThEEA - 8 B
interest bearing and has no fixed terms of repayment. 4 [E) T IE S EE o
All of the trade and other receivables, apart from amount BB AT Z KA EHT17ERE
due from a subsidiary and those mentioned in note 17, are SN FRBEE R EMEIWEETE - FEEt

expected to be recovered within one year. R —FRUkE -
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Included in trade and other receivables are trade debtors (net RESREMEWRERERN - BKRES
of impairment losses for bad and doubtful debts) with the FIE (MR REREREERE)RNEEH
following ageing analysis as of the balance sheet date: 2RO ¢
The Group
rEE
2006 2005
ZEERF ZZTTHF
HK$'000 HK$'000
FHT FHT
Within 1 month —fEAUT 561 374
1 to 3 month —Z=f#A 171 54
More than 3 months BB =1EA
but less than 12 months BRERT—EHA 6 4
738 432

The Group's credit policy is set out in note 25(A). REEZ EEBERER R 25(A) °
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Costs incurred plus recognised profits
less recognised losses to date
Progress payments received
and receivable
Gross amounts due from customers

for contract work

These amounts are related to construction contracts which

have been completed in prior years. Since there are ongoing EH BN AEEEESNEE - #
negotiations on the determination of, inter alia, final contract EE - DBk HEZEEDHRE
sums or variation orders between the Group and its contract FE(EFREE)RKREH 2 S &
employers, suppliers, subcontractors and subcontractors’ BRI EETEN  BtESWAREMR
employees, the directors have not been able to agree final ZERBANERTKRTREE °
completion accounts for these construction contracts.

The gross amount due from customers for contract work at RZZEZRFF+_A=+—H0 TP
31 December 2006 that is expected to be recovered after A X TR /R KA EE A595,000%8 T
more than one year is HK$595,000 (2005: HK$595,000). (ZZZTFHF : 595,000/87T) * B

The Group
REH
2006 2005
ZEERF —EERF
HK$'000 HK$'000
FHET THT
BXAINE S A 1E B R
e EREE 75,333 75,333
B R s 2 EE R
(74,738) (74,738)
BPEH IRz RyESH
595 595

w
4
k>
Uﬂ}

B —FRIKE -

FERAEFEE TREES L



In respect of construction contracts completed in prior year,

the amount of retentions receivable from customers at 31
December 2006 is HK$338,000 (2005: HK$338,000). The
amount of those retentions is expected to be recovered after
more than one year is HK$338,000 (2005: HK$338,000). The
amount of retentions payable to suppliers at 31 December
2006 is HK$2,040,000 (2005: HK$2,795,000), which is

expected to be payable after more than one year.

Cash at bank
Cash in hand

Pledged bank balances
and deposits
for bank borrowings
Cash and cash

equivalents

RITZHRE
FHERE

RRBEFETKRZIEESR
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?"]ﬁm !

R-ZFTEXRF+_A=+—AEK
B&EF ZREIE S % H338,000%
(=TT H % :3380008 L) °
BB —F2zEKEZREKE

% %8 /338,000 T (=&
,0007T) °

338

ez

R-BEANF+ZA

=t BEAHEENREKRLZ

© 552,040,000 T (ZEFRHF :

2,795,000 ) * FBAFEBB—F 2%

FLASZAS ©
The Group The Company
REE PiN/NG]

2006 2005 2006 2005
—ETRF —EERF —EENRF —TETRF
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FHET FHET
5,224 4,498 12 7
30 29 = =
5,254 4,527 12 7
(912) (912) = =
4,342 3,615 12 7
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The Group The Company
REE PiN/NT
2006 2005 2006 2005
ZEER —EERF ZEERF ZEERF
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHTT FHT
Trade creditors FERTE SRR 1,893 2,241 = =
Other creditors and E b R AR R
accrued charges R FERTFX 14,742 8,052 401 385
Retentions FERHREE RIE
payable (note 17) (FI5£17) 2,040 2,795 = =
Deposits received Bz 3,630 4,646 = =
22,305 17734 401 385
All of the trade and other payables, apart from those BRETFE17IREEIN  FTBEE S REAM
mentioned in note 17, are expected to be settled within one FEBRIETEFTR —F RIS ©

year.
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Included in trade and other payables are trade creditors with REGREMEMNEKEARN ENES
BEREE R ZRE ST

=+

the following ageing analysis as of the balance sheet date: K

The Group
REE

2006 2005

ZETRF “TTHF

HK$'000 HK$'000

FHT FHT

Within 1 month —fEAT 30 80
After 1 month —@EAR%

but within 3 months BNHEA=1EA 10 50
After 3 months =f@R%

but within 6 months B HEA7SE A 16 24
After 6 months ~NMER%

but within 12 months BHEE+—{E A 15 23

Over 1 year —FLAE 1,822 2,064

1,893 2,241
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At 31 December 2006, the secured bank borrowings were

repayable as follows:

Within 1 year or on demand

as classified under

current liabilities
After 1 year but within 2 years
After 2 years but within 5 years
After 5 years
After 1 year as classified

under non-current liabilities

—FAINEREEE

(BREARBAR)

—FRIENEBEBRF
MERENEBRASF
HFAE
—FAE

(RERFFRBARE)

RZZTERE+_A=1t—H8 A&
PIRITEFER AT HABEE -

The Group
REHE
2006 2005
—ETRF —EERF
HK$'000 HK$'000
FET FHT
BB 80,204 _
22,745 41,027
314,848 234,680
58,641 71,512
| 396,234 . 347219
478,125 427423




At 31 December 2006, the bank facilities of certain
subsidiaries were secured by:

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

fixed charges over certain of the Group's investment
properties situated in Hong Kong with an aggregate
carrying value of HK$1,989,000,000 (2005:
HK$1,961,000,000);

assignment of insurance, sale and rental proceeds of
the aforementioned investment properties situated in
Hong Kong;

charges over certain of the Group’s bank balances of
HK$912,000 (2005: HK$912,000) for the purpose of
assignment of sales and rental proceeds and issued
shares of certain wholly-owned subsidiaries of the
Group;

subordination and assignment of intragroup and
shareholders’ loans to certain wholly-owned

subsidiaries of the Group in favour of the banks;
floating charges over the assets of Hugoton Limited

and Super Homes Limited (“SHL"), wholly-owned

subsidiaries of the Group;

share mortgages over the entire issued share capital of
SHL; and

corporate guarantees given by the Company.

The effective interest rates for bank borrowings range from
4.86% t0 6.14% (2005: 3.84% to 5.88%) per annum.
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%:§2T¢ “A=+—B &TF
RITRERH TS HE

(i) BRE#{EA1,989,000,000% T
(ZZZTHF :1,961,000,000 7
T ZAREBMEFARESZE
By EREM

(i) HEELDRUREBZIREMEZ
Rz - SHENMEEASRA

(i) AEEETRTET12,000/45
TT(ZZEZREF : 912,000 7T)
ZHER - DEEASEEERE
SHBEREUNRETE2ERBA
RlZBEITRND ;

(iv) RRTAZSEASEERBMET
AEEETE2EMBAR KR
ERARERER T AEE

(v)  Hugoton Limited X Super
Homes Limited ([SHL) (A&x&
E2EMBRAR) 2cEEZEY
R

(vii FLSHLZZ
B R

R BITIRA Z B

(vii) ARBUELZ ABER °

BITERZEBFIE
£6.14% ( = &
5.88%) °

NFEFF486%
T hH F:384%=%
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The Group operates a Mandatory Provident Fund Scheme
(the “MPF Scheme"”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined
contribution retirement plan administered by independent
trustees. Under the MPF Scheme, the employer and its
employees are each required to make contributions to the
plan at 5% of the employees’ relevant income, subject to a
cap of monthly relevant income of HK$20,000. Contributions

to the plan vest immediately.

The Company has a share option scheme which was
adopted on 15 April 2002 whereby the directors of the
Company are authorised, at their discretion, to invite
employees of the Group, including directors of any company
in the Group, to take up options at nil consideration to
subscribe for shares of the Company. The options vest from
the date of grant and are then exercisable within a period of
not more than ten years. 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
during the year are as follows, whereby all options are

settled by physical delivery of shares:

Options granted to BTEE BREZ

directors/employees: R AR -
—on 18 January 2005 —RZEERF
—A+NB

AEERBEEFRBIELESFEF
PEREBERBIGHNEELEANRM
ZRBHITRGIMEATE S B (25
HRESEE]) - BHEAEEEE
RABUZTEAER 2 REHITERK
FHE - REBRBIMAEDIE  EE
rEERAREERHBBAZE%IA
ZEtE S BERAFMRALRE
20,0008 7T ° &t &) Z 5% TH BN B 57
B o

ARBBRE-—BER_TET_FNH
THBRRMZBREE - i A
AREFERRERNBAGASEHESR
(BRAEEEANARZESR)ERE
Rt (R RME) ARBBARRRRD
BEREARLEAERE £ET2R
TEZHRAR FITE - S BIE
BTRAARBE-BRARAETBEERZ
x| -

(a)  RFRERHRBIEZ G {5
T - BRI A B REARY)
Ry 2 o AEE

Contractual

Number of Vesting life of options
instruments conditions B
SREE 5B IR EHRFH
53,040,000 From the date 725 years

of grant
BRHE R 7254



(8)

The number and weighted average exercise prices of
share options are as follows:

()

2006
ZEERF
Weighted
average
exercise
price Number of
hnfE s options
1718 FERiES B
‘000
T
Outstanding at the FHRITEE
beginning of the year HK$0.377 53,040
Granted during the year ~ R = =
Outstanding at the end FRRITE
of the year HK$0.377 53,040
Exercisable at the end FEARAITTE
of the year HK$0.377 53,040

The options outstanding at 31 December 2006 had
an exercise price of HK$0.377 (2005: HK$0.377) and
a weighted average remaining contractual life of 5.3
years (2005: 6.3 years).
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BREZHE RINEFHITEE
W

2005
ZEEREF
Weighted
average
exercise
price Number of
N options
1T6EME fERx R e
‘000
T
HK$0.377 53,040
HK$0.377 53,040

HK$0.377 53,040

RZETXNE+_A=+—8H
RITE 2 ERETEER0.377
BL(ZZF T R F 037758
L) MEEHFEBRENFEA
E3F(ZTTHF 16.3F)
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(c)

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 share options granted is measured
based on a Black-Scholes Option Pricing Model (“B-S
Model”). The contractual life of the share option is
used as an input into this model. Expectations of early

exercise are incorporated into the B-S Model.

(c)

BREZAFERRBR

FAPTER M 2 AR A HR BRI th BB v
ZBE D2EERLBREZ
RFERE - TREUREE Z{
FHRFAE AR 1 7o — T @ A B4
EEREA(HIR -FRHER
ADFE - BREZAOFHA
tEZ BN 2 —RBM AR R - i
ZREITEEFAAR AR —&F
BETERZA -

Fair value of share options and assumptions FERR 1B 2N T AR RR
2005
ZEERF
Fair value at measurement date RETEAZATE HK$0.168
Market price per share BRME HK$0.365
Exercise price per share BRITEE HK$0.377
Expected volatility (expressed TEHR 8 (LAME h 72 — &F R AT IE 62
as weighted average volatility 2 INREF IR )
used in the modelling
under B-S Model) 62 %
Time to expiration i) SR 51 B F 2 3.62 years
Expected dividends TEHARR B 0%
Risk-free interest rate (based on ERER SR (UBERBRNES REE)
Hong Kong government bond) 2.4%



(c)

(a)

FAIR VALUE OF SHARE OPTIONS AND ASSUMPTIONS (CONTINUED)
The expected volatility is based on the historic
volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any
expected changes to future volatility due to publicly
available information. Expected dividends are based
on historical dividends. Changes in the subjective
input assumptions could materially affect the fair value

estimate.

Share options were granted under a service condition.
This condition has not been taken into account in the
grant date fair value measurement of the services
received. There were no market conditions associated

with the share option grants.

Current taxation in the consolidated balance sheet
represents:

Balance of Hong Kong Profits

ST

Tax provision relating to prior years

BREEFEZEE

(c)

(a)
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BREZAFERRR (&)

T B 8 DA SRR 18 A8 B 4 (AR
152 B SR 2 N ST S5 I R R A
B) UREBERTAHESZE
HEGBURHOR IR 2 (£ FAHI &
£ T AR EE o FAEARR B UAE S AR
BRELE - IRAIHEBRZE
HAH AP EZBAEEERY
25

=
=

WA — SRR PR o 2
S DI RIR B B A
TR - b — A AR -
A LA L A B2 B 1
fi o

RAEEERBRAZAHINIA

15

The Group
rEE
2006 2005
ZEERF —EERF
HK$'000 HK$'000
T FET
= 14,449
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(8) Deferred tax assets and liabilities recognised: () EHRZEEMBEEENREE:
The components of deferred tax (assets)/liabilities GEEEBEBERNDERELER
recognised in the consolidated balance sheet and the B(BE) BEZRD RFRE

BT

movements during the year are as follows:

The Group
AKE
Depreciation
allowances
in excess of
Revaluation the related
of depreciation
investment HiEEE
property WEZiE Tax losses Total
REMESEL g BIAEE Mt
HK$'000 HK$'000 HK$'000 HK$'000
FAT THEL THET THET
Deferred tax arising from: TH&EEEEZ
EERE
At 1 January 2005 RZZTHEF
—HA—H 218,000 1,426 (1,015) 218,41
Charged/(credited) BEEAMG
to profit or loss (FtA) 29,050 544 (1,364) 28,230
At 31 December 2005 RZZTRE
+-A=+—"H 247050 1,970 (2,379) 246,641
At 1 January 2006 RIZETRF
—H—H 247050 1,970 (2,379) 246,641
Charged/(credited) BRRNING
to profit or loss (FtA) 3,650 (1,970) 2,379 4,059

At 31 December 2006 RZBZRF
+-A=+—-H 250,700 - - 250,700
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(8) Deferred tax assets and liabilities recognised: () ERRZEERBEEENLEE:
(continued) (%&)
The Group
REE

2006 2005

ZETRF “TTHF

HK$'000 HK$'000

FHT FHT

Net deferred tax asset recognised  BEBAEXRAER ZIEIT

on the balance sheet HRIBAEFH - (1,791)
Net deferred tax liability recognised BE G EXRANER 2RI
on the balance sheet RIEAEFE 250,700 248,432

250,700 246,641
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(c)

DEFERRED TAX ASSETS NOT RECOGNISED

(i)

(ii)

The Group

In accordance with the accounting policy set out
in note 1(R), at 31 December 2006, the Group
has not recognised deferred tax assets in respect
of cumulative tax losses of HK$679,697,000
(2005: HK$625,136,000) as it is not probable
that future taxable profits against which the tax
losses can be utilised will be available in the
relevant tax jurisdiction and entity. The tax losses
do not expire under current tax legislation.

The Company

At 31 December 2006, the Company has
cumulative tax losses of HK$9,042,000 (2005:
HK$10,099,000) available for against future
taxable profits for an unlimited period of time.
No deferred tax asset has been recognised in
respect of such cumulative tax losses as it is not
probable that future taxable profits against which
the tax losses can be utilised will be available
in the relevant tax jurisdiction and such tax
losses are subject to the agreement with the tax
authority.

(c)

RERZELEREEE

(1)

(ii)

KEE

WM EE1(R) T 2 &5
BE R-ZTENF+=
A=+—H A&£E@ELE
$679,6970008 L (= F
T F fF :625,136,00078
7)) Z BE R IBEIERERIE
EFHIEEE  ARTEEH
ZHBREERNERT
T AAKAREAR R ER B %
M BB IBEE - B
BIMBER - ZERIE
BRI AR EH -

AR E]
RZZEZETRE+ A
=+—H  Apaq#
WA REZRHEFZ
ERBAFREBEA
9,042,000 T(=ZEFH
£ :10,099,000787C) ° &
MZERTHEBEER
ERFIEEE BAESR
TRl A mkE g
i = K A BE oK 2R e 2R A
wH A EARIEERE - B
ZEBBEERAESHBE
BRE - FAl{EE -
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(n) X£EE

(A) Tue Group

Atributable to equity shareholders of the Company

FATERREARR

Retained
Capital Revaluation reserve Share-based  profits/
redemption Bl compensa- (aocumulated Minority
Share Share  reserves Contrbuted  Capital  Exchange  Landand  Investment  Fairvalue  tion reserve [osses) interests Total
captel  premium 5 sups  resee  reseve  buldngs  poperes  resene BRORE BZEH/ Tl D8 ey

RE BOEE BEEE AARR  WARE  EER DMRET RENE LVERE (MR (ZHER) g BREE
HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKSO00  HKSO000  HKS000  HKS000  HKS000  HK$000  HKSO000  HKS000
fin T B Th TEr TR TR TR TR T TR TEr TR Tin

=
W
B

At January 2005 H-5%RE-A-R

-aspreviouslyreported  —IAI2H HN 196873 11 618098 145540 (13434 12,

78 1245819 - - (349160 1,809,744 3062 1812,79%

- prior perod adjustment  ~ 51 FAER fE

inrespect of: LSRR
-HKAS 17 ~ERETENETS = = = = = -2 = - = (2144 (14320) - (43
-HKAS 40 ~BAGEAEN0R o = o = o = - (1245819 - - 1007819 (218000) - (218,000
-5 festted, R
before apening #24
balance adjustments 60 196873 1 61809 145549 (134354 - - - - 6655 1577402 3052 158047
-HKFRS 3 -ERAasE

5 = = = - (4554 = = = = - 155 - - -
s festted, -85 R
ater opening b
belance adjustments 60 196873 o 618098 - (143 = = = - 806 15T 3052 15804

Bchnge dferenceon  AEBINHEATIET

tantionof fnencel ~~ HRZERZE

statements of overseas

subsidiaries - - - - - 1} - - - - - 0 I 0
Shareof movementsin  EG-EEENGRE

reserves of nassocete 53 = = = - - 4 - - 519 - - B - B
Equiy setfed sharebased - AR 20D

transactons VY] = = - - - - - - S L S i S i

Profit for the year ) = = - - - - - - - - MBI BB (3069 12082

At31 December 2005 H-FREE

tzR=1-A Te0 196873 m 618098 - - = 519 8o 9371% 1,692,560 - 1692560




Winfoong International Limited 422 BIBE B R A A

(A)  THe Group (cONTINUED)

At 1 January 2006

Exchange difference
ontranslaton of
financial statements of
overseas subsidiaries

Change in fai value of
avallable-forsale
securies

Share of movements in

Teserves of an associate

Profit for the year

At31 December 2006

+=R=1-A

(a)  AEE ()
Atributable to equity shareholders of the Company
FLARRREARR
Capital Revaluation reserve Share-based
redemption BitiE compensa- Minoity

Share Share  reserves Contrbuted  Capital  Exchenge  Landand Investment  Fairvelue tionreserve  Retained interests Total
capital premium 5 aupls  resee  resene  buldngs  properies  resene BURASE  pofis Totel 2 ey
ka2 BhRE EEGE 4AR% AMRE ERRE DMRET  REME LAVERE (BMRE  REEH g REEE gEs
HKS000  HKSO000  HKSO00  HKS000  HKSO00  HKS000  HKSO000  HKS000  HKSO00  HKS000  HKSO00  HKS000  HKSO000  HK$000
Thn Thr TR TEn TR TR TAn AT A TEn T T TR T
TN 196873 o 6180%8 - - - 519 891 93719 1,692,560 - 1,692,560
- - - - - (162) © o o o ° (162) © (162)

- - - - - - - - 260 - - 260 - 260

- - - - - hw - - 5 - - Ko - o

- - - - - - - - - - Th05% 150532 - 10532
WO WGEB 0 6808 k] - S 8O 10T 18420 ST He)




(8) Tue Company

At 1 January
2005

Equity settled share-
based transactions

Loss for the year

At 31 December
2005

At 1 January 2006

Loss for the year

At 31 December
2006

RZTTD%E
—A—H
DA% Z
NS

EEBE
RZTTR%
t=A=t-A
RIZERE
—A—H
FEFE
RIZERE

+-A=1-H
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() ARAF
Capital Share-based
redemption compensation
Share Share reserve  Contributed reserve Accumulated

capital  premium ERER suplus BRI losses Total
B RiPEE E1 N A 2558 &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thx Thx TR TR TATL THL Thx
74,620 196,873 121 1,386,571 = (8,801) 1,649,384
- - - - 8,91 - 8,911
= = = = = (9,267) (9,267)
74,620 196,873 121 1,386,571 89N (18,068) 1,649,028
74,620 196,873 121 1,386,571 8,91 (18,068) 1,649,028
- - - - - (441) (441)
74,620 196,873 121 1,386,571 89N (18,509) 1,648,587
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(c)

SHARE CAPITAL

(i)

Authorised and issued share capital

2006
~33AE

<

No. of shares

(c)

JEEREEITRA

2005
“ZTHEF

No. of shares

‘000 ‘000
BinEE HK$'000 RInEE HK$'000
T THET Tt TAT
Authorised: ETE
Ordinary shares of BREE0.05
HK$0.05 each BT LRk 2,000,000 100,000 2,000,000 100,000
Ordinary shares, Lak - 28T
issued and fully paid: K& :
At1Januaryand 31  HA—A—Bk
December +-A=+-"H 1,492,411 74,620 1,492,411 74,620

The holders of ordinary shares are entitled to
receive dividends as declared from time to
time and are entitled to one vote per share at
meetings of the Company. All ordinary shares
rank equally with regard to the Company's
residual assets.

ERARBAEABEERT
RERZEES  BERRQ
AEFELERATE-R&
ER-MAEAREAR
RZRBEEZARASHE

S o

Bl



(c)  SHARE CAPITAL (CONTINUED)

(ii)

Terms of unexpired and unexercised share

options at balance sheet date

Exercise period Exercise price

FT{EEA 17EE

18 January 2005 to 14 April 2012 HK$0.377

—TTERE-A+/\HE 0.377%&7T
—ZE-—FmMA+mMmA

Each option entitles the holder to subscribe
for one ordinary share in the Company. Further
details of these options are set out in note 22 to

the financial statements.

(0) NATURE AND PURPOSE OF RESERVES

(i)

(ii)

Share premium and capital redemption reserve
The application of the share premium account
and the capital redemption reserve is governed

by the Bermuda Companies act.

Contributed surplus

The contributed surplus of the Group represents
the difference between the nominal value of
the share capital issued by the Company and
the aggregate of the share capital and the share
premium accounts of the subsidiaries acquired
pursuant to the Group reorganization in 1996.
Under the Companies Act 1981 of Bermuda (as
amended), the Company may make distributions
to its members out of contributed surplus in
certain circumstances.
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(c) MBRA(HE)
(i)  RAEFEEKBHRAKRTE

FEIRIEZ IR
2006 2005
—TERE —“ZTTRE
Number Number
2H #H
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(p)

(E)

NATURE AND PURPOSE OF RESERVES (CONTINUED)

(iii)  Exchange reserve
The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations.
The reserve is dealt with in accordance with the

accounting policies set out in note 1(U).

(iv)  Revaluation reserves
The revaluation reserves have been set up and
are dealt with in accordance with the accounting
policies adopted for land and buildings in notes
1(H).

(v)  Share-based compensation reserve
The fair value of the actual or estimated
number of unexercised share options granted
to employees of the Company recognised in
accordance with the accounting policy adopted

for share based payments in note 1(Q)(ii).

(vi)  Fair value reserve
The fair value 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 notes 1(F) and (J).

DISTRIBUTABILITY OF RESERVES
At 31 December 2006, the aggregate amount
of reserves available for distribution to equity
shareholders of the Company was HK$1,368,062,000
(2005: HK$1,368,503,000)
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Exposure to credit, liquidity, interest rate and currency risks

arises in the normal course of the Group's business. These

risks are limited by the Group’s financial management

policies and practices described below.

(a)

(8)

(c)

CREDIT RISK

The Group's credit risk is primarily attributable to trade
and other receivables. Management has a credit policy
in place and the exposures to these credit risks are

monitored on an ongoing basis.

In respect of trade and other receivables, credit
evaluations are performed on all customers requiring
credit over a certain amount. These receivables are due
within 60 days from the date of billing. Debtors with
balances that are more than 3 months overdue are
requested to settle all outstanding balances before any
further credit is granted. Normally, the Group does not
obtain collateral from customers.

The maximum exposure to credit risk is represented
by the carrying amount of each financial asset in the
consolidated balance sheet.

INTEREST RATE RISK
The interest rates and maturity information of the
Group’s non-current loan receivable and bank loans are

disclosed in notes 14 and 20 respectively.

FOREIGN CURRENCY RISK

As most of the Group’s monetary assets and liabilities
are denominated in Hong Kong Dollars and the Group
conducted its business transactions principally in
Hong Kong Dollars. The Group considers that as the
exchange rate risk of the Group is not significant, the
Group did not employ any financial instruments for
hedging purposes.

s
=

EAEEEXEBZERB
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(p)

(e)

(a)

(8)

FAIR VALUES

All financial instruments are carried at amounts not
materially different from their fair values as at 31
December 2006 and 2005.

ESTIVATION OF FAIR VALUES
The estimation of fair values of share-based

compensation is disclosed in note 22.

Capital commitments outstanding at 31 December
2006 not provided for in the financial statements were

as follows:

Contracted for EEES

At 31 December 2006, the total future minimum lease
payments under non-cancellable operating leases in
respect of office properties and office equipment are

payable as follows:

Within 1 year —FUR
After 1 year but within 5 years —F B EERFURN

Significant leasing arrangements in respect of land and
buildings classified as being held under finance leases
and properties held for sale are described in notes 11
and 15.

(p)

(g)

(a)
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(8)

(c)

(n)

(8)

(Continued)

Apart from these leases, the Group is the lessee in
respect of a number of properties held under operating
leases. The leases typically run for an initial period of
one to three years, with an option to renew the lease
when all terms are renegotiated. None of the leases
includes contingent rentals.

At 31 December 2006, the Company had no material
commitments.

At 31 December 2006, the Company had given
unconditional guarantees to banks to secure loan
facilities made available to subsidiaries to the extent of
approximately HK$658 million (2005: HK$496 million).
The extent of such facilities utilised by the subsidiaries
at the balance sheet date amounted to approximately
HK$478 million (2005: HK$427 million).

Upon refinancing of an old loan of a subsidiary
in January 2007, old guarantee in the amount of
approximately HK$238 million was released and new
guarantee in the amount of approximately HK$559
million was provided by the Company to secure the
new loan facilities. The guarantees provided by the
Company after refinancing in January 2007 have
increased to approximately HK$979 million.

At 31 December 2006, the Company had given
corporate guarantees to banks for issuing letters
of identity to a third party in respect of contracts
undertaken by certain subsidiaries amounting to
appropriately HK$402,000 (2005: HK$5.4 million).

()

(c)

(a)

()
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()  KEY MANAGEMENT PERSONNEL REMUNERATION
Remuneration for key management personnel of the
Group, including amounts paid to the Company's

directors as disclosed in note 6, is as follows:

Short-term employee benefits EHEE R
Post-employment benefits BB a1
Equity compensation benefits s HeE SR B4

Total remuneration is included in “staff costs” (see
note 4(B)).

(8) FINANCING ARRANGEMENT

(a)

()

Amount owed by

related party

RAEE A R K
As at 31 December
w+=—A=+—8
2006 2005
ZETRF ZETRF
HK'000 HK'000
FHTT FHTT
Loan to a director of ~ F—RIZ2 &K B
a wholly-owned NEIES

subsidiary 2B 990 990

FEEBAEME
REMEBEEA SIS (BIEH
FHOBEBINTAARERZ
SF)HIWT

2006 2005
—ETRF —ZETRF
HK$'000 HK$'000
TR THETT
5,834 4,308

31 31

= 8,911

5,865 13,250

BemmEest ATETRAI(R
BIEE 4(B)) °

BEZH

Related interest
income
EIEZRASR N

Year ended 31 December

HE+-A=1+—8
2006 2005
ZEERF —ETRF
HK'000 HK’'000
FHTT FHT
61 20

Note: The loan bears interest at HIBOR plus 2% per annum, is
unsecured and repayable on 31 August 2010. The loan is

included in note 14 “Other financial assets”

MiGE : BRTVEER - FRABBRT
RZEFEM2E > YEAR-F—
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R 142 [ B e REE IR -



The method, estimates and judgements the management

used in applying the Group’s accounting policies have a

significant impact on the Group’s financial position and

operating results. Some of the accounting policies require

the Group to apply estimates and judgements, on matters

that are inherently uncertain. Certain critical accounting

judgements in applying the Group's accounting policies are

described below.

()

(8)

DEPRECIATION AND AMORTISATION

Property, plant and equipment are depreciated on
a straight-line basis over the estimated useful lives,
after taking into account the estimated residual value.
The management reviews annually the useful life
of an asset and its residual value, if any. Interests in
leasehold land held for own use under operating leases
are amortised on a straight-line basis over the shorter
of the estimated useful lives of the leased assets
and the lease term. Both the period and methods of
amortisation are reviewed annually. The depreciation
and amortisation expenses for future periods are
adjusted if there are significant changes from previous
estimates.

VALUATION OF INVENTORIES

Inventories are stated at the lower of cost and
net realisable value at the balance sheet date. Net
realisable value is determined on the basis of the
estimated selling price less the estimated costs
necessary to make the sale. The management
estimates the net realisable value for inventories
based primarily on the latest invoice prices and current
market conditions. In addition, the management
performs an inventory review on a product-by-product
basis at each year end date and assess the need for

write down of inventories.
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(c)

IMPAIRMENTS

[f circumstances indicate that the carrying value
of fixed assets may not be recoverable, the assets
may be considered “impaired’ and an impairment
loss may be recognised in accordance with HKAS
36 “Impairment of Assets” The carrying amounts
of fixed assets are reviewed periodically in order
to assess whether the recoverable amounts have
declined below the carrying amounts. These assets
are tested for impairment whenever events or changes
in circumstances indicate that their recorded carrying
amount is reduced to recoverable amount. The
recoverable amount of fixed assets is the greater of
the net selling price and the value in use. It is difficult
to precisely estimate selling price because quoted
market prices for the Group's asset are not available.
In determining the value in use, expected cash flows
generated by the asset are discounted to their present
value, which requires significant judgement relating
to level of sale volume, selling price and amount of
operating costs. The management uses all readily
available information in determining an amount
that is a reasonable approximation of recoverable
amount, including estimates based on reasonable
and supportable assumptions and projections of sale

volume, selling price and amount of operating costs.

Impairment losses for bad and doubtful debts are
assessed and provided based on the management’s
regular review of ageing analysis and evaluation of
collectibility. A considerable level of judgement is
exercised by the management when assessing the
credit worthiness and past collection history of each

individual customer.

Any increase or decrease in the above impairment

losses would affect the net profit in future years.
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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 31 December 2006 and which have not been

adopted in these financial statements.

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 the adoption of them
is unlikely to have a significant impact on the Group's results

of operations and financial position.

In addition, the following developments may result in new or

amended disclosures in the financial statements:

HKFRS 7 BEMTBRE

Amendment to HKAS 1 FiE &8

FVRERT Capital Disclosures

Financial Instruments: Disclosures
AERIET5% SHITA: RE

Presentation of Financial Statements:
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