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MIN XIN HOLDINGS LIMITED

Min Xin Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) engage in financial services,
property development and investment, toll road
investment, industrial instrument manufacturing and
investment holding businesses.

The Company is a limited liability company incorporated
in Hong Kong.The address of its registered office is 17th
Floor, Fairmont House, 8 Cotton Tree Drive, Central, Hong
Kong.The Company is listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

These consolidated financial statements have been
approved for issue by the Board of Directors on 26th April
2007.

The principal accounting policies applied in the
preparation of these consolidated financial statements are
set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

The consolidated financial statements of the Group
have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”), which
collectively refer to individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations (“Ints”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA").

The consolidated financial statements have been
prepared under the historical cost convention, as
modified by the revaluation of available-for-sale
financial assets, financial assets and financial
liabilities (including derivative instruments) at fair
value through profit or loss and investment
properties, which are carried at fair value.
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The preparation of financial statements in conformity
with the HKFRSs requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group’s accounting policies. Although these
estimates are based on management’s best
knowledge of current events and actions, actual
results may differ from those estimates.

Estimates and judgement made by management 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.

The areas involving a higher degree of judgement
or complexity or where assumptions and estimates
are significant to the consolidated financial
statements are disclosed in Note 4.

The Group has applied, for the first time, the following
new HKFRSs issued by the HKICPA that are effective
for accounting periods beginning on or after 1st
January 2006.

—  Amendment to Net Investment in a Foreign
HKAS 21 Operation

—  Amendment to The Fair Value Option
HKAS 39

— Amendmentsto  Financial Guarantee Contracts
HKAS 39 &
HKFRS 4

—  HKFRS—Int4 Determining whether an
arrangement contains a
lease
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The adoption of the above new HKFRSs did not have
any material impact on how the financial statements
of the Group are prepared and presented for the
current or prior accounting periods.The changes to
the Group's accounting policies are summarised as
below:

— Amendment to HKAS 21 “Net investment in a
Foreign Operation” requires all exchange
differences arising on a monetary item that
forms part of the Group’s net investment in a
foreign operation to be recognised initially in
a separate component of equity in the
consolidated financial statements. It applies
irrespective of the currency of the monetary
item and of whether the monetary item results
from a transaction with the Company or any of
its subsidiaries.

— Amendment to HKAS 39 “The Fair Value
Option” changes the definition of financial
instruments classified at fair value through
profit or loss and restricts the ability to
designate financial instruments into this
category.

— Amendments to HKAS 39 and HKFRS 4
“Financial Guarantee Contracts” requires
financial guarantees issued by an entity, other
than those previously asserted to be insurance
contracts, to be accounted for as financial
liabilities under HKAS 39 and measured initially
at fair value where the fair value can be reliably
measured. Subsequently, they are measured at
the higher of the amount initially recognised,
less accumulated amortisation and the amount
of the provision, if any, that should be
recognised in accordance with HKAS 37.
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— HKFRS — Int 4 “Determining whether an
arrangement contains a lease” requires the
Group to assess each procurement contract in
order to determine whether the contract
contains a lease, although it does not take the
legal form of a lease, convey to the Group a
right to use certain specific assets owned by
the supplier in return for a series of payments
and therefore contains leases that should be
accounted for in accordance with HKAS 17.

The Group has not early adopted the following new
HKFRSs that have been issued but are not yet

effective:

— Amendment to Presentation of Financial
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HKAS 1 Statements — Capital
Disclosures
—  HKFRS 7 Financial Instruments:
Disclosures
—  HKFRS 8 Operating Segments

HK(IFRIC) — Int7  Applying the Restatement
approach under HKAS 29
Financial Reporting in
Hyperinflationary
Economies

HK(IFRIC) — Int 8  Scope of HKFRS 2

HK(IFRIC) — Int 9  Reassessment of Embedded
Derivatives

HK(IFRIC) — Int 10 Interim Financial Reporting
and Impairment
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HK(IFRIC) — Int HKFRS 2 — Group and Treasury
1 Share Transactions

HK(IFRIC) — Int Service Concession
12 Arrangements

The Group is assessing the impact of these new

HKFRSs and has preliminarily concluded that the

adoption of these standards is unlikely to have a

significant impact on the Group’s financial results or

position.

The consolidated financial statements include the

financial statements of the Company and all its

subsidiaries made up to 31st December.

Subsidiaries are entities (including special
purpose entities) controlled by the Group.
Control existed 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.

Subsidiaries are consolidated into the
consolidated financial statements from the
date that control commenced until the date
that control ceases.
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The purchase method of accounting is used to
account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is
measured at the fair value of the assets given,
equity instruments issued and liabilities
incurred or assumed at the date of exchange,
plus costs directly attributable to the
acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in
a business combination are measured initially
at their fair values at the acquisition date,
irrespective of the extent of any minority
interest. The excess of the cost of acquisition
over the fair value of the Group’s share of the
identifiable net assets acquired is recorded as
goodwill (Note 2.4).1f the cost of acquisition is
less than the fair value of the identifiable net
assets of the subsidiary acquired, the difference
is recognised directly in the income statement.

Intra-group transactions, balances and any
unrealised profits arising from intra-group
transactions are eliminated in full in preparing
the consolidated financial statements.
Unrealised losses resulting from intra-group
transactions are eliminated in the same way as
unrealised profits but only to the extent that
there is no evidence of impairment. Accounting
policies of subsidiaries have been changed
where necessary to ensure consistency with
the policies adopted by the Group.
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MIN XIN HOLDINGS LIMITED

Minority interests represents the portion of the
net assets of subsidiaries attributable to
interests that are not owned by the Company,
whether directly or indirectly through
subsidiaries. Minority interests are presented in
the consolidated balance sheet within equity,
separately from equity attributable to the
equity holders of the Company. Minority
shareholders’ share 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 holders of the
Company.

Where losses applicable to the minority
shareholders exceed their interest in the equity
of a subsidiary, the excess, and any further
losses applicable to the minority shareholders,
are charged against the Group’s interest except
to the extent that the minority shareholders
have a binding obligation to, and are 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 shareholders’ share of losses
previously absorbed by the Group has been
recovered.

Loans from minority shareholders and other
contractual obligations towards minority
shareholders are presented as financial
liabilities in the consolidated balance sheet in
accordance with Notes 2.20 and 2.21
depending on the nature of the liability.
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In the Company’s balance sheet, the
investments in subsidiaries are stated at cost
less impairment losses (Note 2.9).The results of
subsidiaries are accounted for by the Company
on the basis of dividend received and
receivable.

Associates are entities in which the Group or
the Company has significant influence, but not
control or joint control over its management,
including participation in the financial and
operating policy decisions.

Investments in associates are accounted for in
the consolidated financial statements under
the equity method and are initially recognised
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) (Note 2.30).The
consolidated income statement includes the
Group’s share of the post-acquisition, post-tax
results of the associates for the year, including
any impairment loss on goodwill relating to the
investment in associates recognised for the
year (Notes 2.4 and 2.9). The carrying amount
of the Group’s investment in an associate
includes the carrying amount of goodwill (net
of any accumulated impairment losses)
identified on acquisition.

“EERIEA
ANNUAL REPORT 2006



BRABHAEBEZEE R
AfIEREREREERE N
BRORENNEREN B
REBRLBRERANEE
BBAREERZBE QTN
EREREER  BHOERE
A& NIRRT A KBS
ZBE N R 2 RS WRE
EZ [ AEEEEZ
e N RREEERER ST
EREREREE REE
LERAEEEEZBE

AFEENRGERS -

\

]

AEFRABEQAR ZBX
ZMEEZRERENRE
BERASEEBEQRES
MBEYE - BRIFERER
TAREREEBEEEEN
HERE  AIENRGES
BRERAER - BERIM
B BRRERFTEFER
% URREASEREAN
HERFE—H -

KEARRZEERBRR
REE QAR 2 REZMAE
MBRRER B 2ER (2 72.9)5)
iR PEABESEERSE
EPBEABFESENLEA
B W) (FE2.30) BIBRIH o B
ERAZEBEHARARE
WK WA B AR ©

I8 5 4 A PR A ]
MIN XIN HOLDINGS LIMITED

When the Group's share of losses exceeds its
carrying amount of the interest in an 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 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 interests in the associates, except
where unrealised losses provide evidence of an
impairment of the asset transferred, in which
case they are recognised immediately in the
consolidated income statement. Accounting
policies of associates have been changed
where necessary to ensure consistency with
the policies adopted by the Group.

In the Company’s balance sheet the
investments in associates are stated at cost less
impairment losses (Note 2.9), unless they are
classified as held for sale (or included in a
disposal group that is classified as held for sale)
(Note 2.30). The results of associates are
accounted for by the Company on the basis of
dividend received and receivable.
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A jointly controlled entity is an entity which
operates under a contractual arrangement
between the Group or the Company and other
parties, where the contractual arrangement
establishes that the Group or the Company and
one or more of the other parties share joint
control over the economic activity of the entity.

Investments in jointly controlled entities are
accounted for in the consolidated financial
statements under the equity method and are
initially recognised at cost and adjusted
thereafter for the post-acquisition change in
the Group’s share of the jointly controlled
entity’s net assets, unless it is classified as held
for sale (or included in a disposal group that is
classified as held for sale) (Note 2.30). The
consolidated income statement includes the
Group'’s share of the post-acquisition, post-tax
results of the jointly controlled entities for the
year, including any impairment loss on
goodwill relating to the investment in jointly
controlled entities recognised for the year
(Notes 2.4 and 2.9).The carrying amount of the
Group’s investment in a jointly controlled entity
includes the carrying amount of goodwill (net
of any accumulated impairment losses)
identified on acquisition.
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When the Group’s share of losses exceeds its
carrying amount of the interest in a jointly
controlled entity, the Group’s interest is
reduced to nil and recognition of further losses
is discontinued except to the extent that the
Group has incurred legal or constructive
obligations or made payments on behalf of the
jointly controlled entity. For this purpose, the
Group’s interest in the jointly controlled entity
is the carrying amount of the investment under
equity method together with the Group’s long-
term interests that in substance form part of
the Group’s net investment in the jointly
controlled entity.

Unrealised profits and losses resulting from
transactions between the Group and its jointly
controlled entities are eliminated to the extent
of the Group's interests in the jointly controlled
entities, except where unrealised losses provide
evidence of an impairment of the asset
transferred, in which case they are recognised
immediately in the consolidated income
statement. Accounting policies of jointly
controlled entities have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

In the Company’s balance sheet the
investments in jointly controlled entities are
stated at cost less impairment losses (Note 2.9),
unless they are classified as held for sale (or
included in a disposal group that is classified
as held for sale) (Note 2.30).The results of jointly
controlled entities are accounted for by the
Company on the basis of dividend received and
receivable.
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Goodwill represents the excess of the cost of a
business combination or an investment in an
associate or a jointly controlled entity over the
Group's interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent
liabilities.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill is allocated to cash-
generating units and is tested annually for
impairment (Note 2.9). In respect of associates or
jointly controlled entities, the carrying amount of
goodwill is included in the carrying amount of the
interest in the associates or jointly controlled entities.

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

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

A segment is a distinguishable component of the
Group that is engaged either in providing products
or services (business segments), 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
segments as the primary reporting format and
geographical segments as the secondary reporting
format for the purposes of these consolidated
financial statements.
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Segment assets consist primarily of investment
properties, leasehold land and land use rights, loans
and receivables, available-for-sale financial assets,
financial assets at fair value through profit or loss,
held-to-maturity debt securities, insurance related
assets and operating cash. Segment liabilities
comprise operating liabilities and exclude items such
as taxation, accruals for corporate overheads and
corporate borrowings. Unallocated items represent
corporate overheads. Capital expenditure comprises
additions to property, plant and equipment (Note 14),
investment properties (Note 15) and leasehold land
and land use rights (Note 16). Intra-segment loans
and advances employed by the Group as part of the
Group’s funding and capital allocation and the
resulting interest income and expenses are excluded
from the determination of segment assets, liabilities
and results.

In respect of geographical segment reporting, sales
are based on the country in which the customers are
located. Total assets and capital expenditure are
based on the country in which the assets are located.

Items included in the consolidated financial
statements of each of the Group’s entities are
measured using the currency of the primary
economic environment in which the entity
operates (the “functional currency”). The
consolidated financial statements are
presented in Hong Kong dollars, which is the
Company’s functional and presentation
currency.
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Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the translation at closing
exchange rates of monetary assets and
liabilities denominated in foreign currencies
are recognised in the income statement, except
when deferred in equity as qualifying cash flow
hedges or qualifying net investment hedges. As
at the balance sheet date, the Group did not
have any cash flow hedges or net investment
hedges.

Translation differences on non-monetary
financial assets and liabilities, such as equity
instruments held at fair value through profit or
loss, are reported as part of the fair value gain
or loss. Translation differences on non-
monetary items, such as equity investments
classified as available-for-sale financial assets,
are included in the investment revaluation
reserve in equity.

The results and financial position of all the
group entities (none of which has the currency
of a hyperinflationary economy) that have a
functional currency different from the
Company’s presentation currency are
translated into the presentation currency as
follows:

(i)  assets and liabilities items in their balance
sheet are translated at the closing rate at
the date of that balance sheet;
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(i) income and expenses for each income
statement are translated at average
exchange rates, unless this average is not
a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates. In such case
income and expenses are translated at
the dates of the transactions; and

(iii) all resulting exchange differences are
recognised as a separate component of
equity.

Exchange differences arising from the
translation of the net investment in foreign
operations, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken directly to
shareholders’equity. When a foreign operation
is partially disposed of or sold, exchange
differences that were recorded in equity are
recognised in the income statement as part of
the gain or loss on disposal.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of that foreign entity
and translated at the closing rate.

All property, plant and equipment, including
buildings held for own use, are stated at historical
cost less accumulated depreciation and impairment
losses. Historical cost includes expenditure that is
directly attributable to the acquisition of the assets.
Cost may also include transfers from equity of any
gain / loss on qualifying cash flow hedges of foreign
currency purchases of property, plant and
equipment. As at the balance sheet date, the Group
did not have any cash flow hedges of foreign
currency purchases of property, plant and
equipment.
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Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with that asset will
flow to the Group and the cost of that asset can be
measured reliably. All other repair and maintenance
costs are expensed in the income statement during
the period in which they are incurred.

Gains or losses on disposal are determined by
comparing the net proceeds with the carrying
amount and are recognised in “Other gains — net”
included in total revenues in the income statement.

Depreciation is calculated to write off the cost of
property, plant and equipment, less their estimated
residual value, if any, over their estimated useful lives
at the following annual rates:

REBEROESRFHRRN=TF5E
E2BRREERE

Over the shorter of the unexpired term
of the lease and 30 years

LAY

20% - 25%

Furniture, fixtures and

10% - 20%

20% - 25%

An asset’s residual value and useful life are reviewed,
and adjusted, if appropriate, at each balance sheet
date. An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount (Note 2.9).
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Investment properties are land and / or buildings
which are owned or held for long-term rental yields
or for capital appreciation or both, and are not
occupied by the companies within the Group. They
comprise land held under operating leases and
buildings held under finance leases.

Land held under operating leases are classified and
accounted for as investment property on a property-
by-property basis when the rest of the definition of
investment property is met.The operating lease is
accounted for as if it were a finance lease.

Investment property is measured initially at its cost,
including related transaction costs. After initial
recognition, investment property is carried at fair
value. Fair value is based on active market prices and
adjusted, if necessary, for any difference in the nature,
location or condition of the specific asset. If this
information is not available, the Group uses
alternative valuation methods such as recent prices
on less active markets or discounted cash flow
projections. Investment property that is being
redeveloped for continuing use as investment
property, or for which the market has become less
active, continues to be measured at fair value.

Subsequent expenditure is included in the asset'’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. All other repair and maintenance
costs are expensed in the income statement during
the period in which they are incurred.

Changes in fair values are recognised in the income
statement as part of “Other gains — net”included
in total revenues. Any gain or loss on disposal of an
investment property is recognised in the income
statement.
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Assets that have an indefinite useful life or have not
yet available for use are not subject to amortization
and are at least tested annually for impairment.
Assets that are subject to amortization or
depreciation are reviewed for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. An
impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its
recoverable amount.The recoverable amount is the
higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows
(cash-generating units).

Previously recognised impairment losses on
goodwill are not reversed in subsequent periods. A
previously recognised impairment loss on other
assets is reversed only if there has been a change in
the estimates used to determine the recoverable
amount of an asset, however not to an amount
higher than the carrying amount that would have
been determined (net of any amortization or
depreciation), had no impairment loss been
recognised against the asset in prior periods.
Reversal of impairment loss is credited to the income
statement in the period in which it arises.

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss, loans and receivables, held-to-maturity and
available-for-sale. The classification depends on the
purpose for which the financial assets were acquired.
Management determines the classification of its
financial assets at initial recognition.
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This category has two sub-categories: held for
trading and those designated at fair value
through profit or loss at inception. A financial
asset is classified in this category if acquired
principally for the purpose of selling in the
short term or if so designated by management.
Assets in this category are classified as current
assets if they are either held for trading or are
expected to be realised within twelve months
from the balance sheet date.

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They arise when the Group provides
money, goods or services directly to a debtor
with no intention of trading the receivables.
They are included in current assets, except for
those with maturities greater than or are
expected to be realised after twelve months
from the balance sheet date which are
classified as non-current assets (Note 2.15).

Held-to-maturity financial assets are non-
derivative financial assets with fixed or
determinable payments and fixed maturities
that the Group’s management has the positive
intention and ability to hold to maturity. They
are included in current assets except for those
with maturities greater than twelve months
after the balance sheet date which are
classified as non-current assets.

Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any other
categories. They are included in non-current
assets unless management intends to dispose
of the assets within twelve months from the
balance sheet date.
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Regular purchases and sales of financial assets are
recognised on trade-date, the date on which the
Group commits to purchase or sell the asset.
Financial assets are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are
initially at fair value, and transaction costs are
expensed in the income statement. Financial assets
are derecognised when the rights to receive cash
flows from the financial assets have expired or have
been transferred and the Group has transferred
substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial assets
at fair value through profit or loss are subsequently
carried at fair value. Loans and receivables and held-
to-maturity financial assets are carried at amortised
cost using the effective interest method. Gains and
losses arising from changes in the fair value of the
“at fair value through profit or loss” category are
included in the income statement within “Other
gains — net” included in total revenues in the period
in which they arise. Dividend income from financial
assets at fair value through profit or loss is recognised
in the income statement as part of “Other gains —
net” when the Group’s right to receive payment is
established. Gains and losses arising from changes
in the fair value of financial assets classified as
available-for-sale are recognised in equity. When
financial assets classified as available-for-sale are sold
or impaired, the accumulated fair value adjustments
are included in the income statement as gains or
losses from financial assets.

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset
is not active (and for unlisted securities), the Group
establishes their fair value by using valuation
techniques. These include the reference to recent
arm'’s length transactions or fair values of other
instruments that are substantially the same, use of
discounted cash flow analysis or other valuation
models as appropriate.
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The Group assesses at each balance sheet date
whether there is objective evidence that a
financial asset or group of financial assets is
impaired. A financial asset or a group of
financial assets is impaired and impairment
losses are incurred if, and only if, there is
objective evidence of impairment as a result of
one or more events that occurred after the
initial recognition of the asset (a‘loss event’)
and that loss event (or events) has an impact
on the estimated future cash flows of the
financial asset or group of financial assets that
can be reliably estimated. Objective evidence
that a financial asset or group of financial assets
is impaired includes observable data that
comes to the attention of the Group about the
following loss events:

(i)  significant financial difficulty of the issuer
or obligor;

(ii)  abreach of contract, such as a default or
delinquency in interest or principal
payments;

(iii) the Group granting to the issuer or
obligor, for economic or legal reasons
relating to their financial difficulty, a
concession that a lender would not
otherwise consider;

(iv) it becoming probable that the issuer or
obligor will enter into bankruptcy or
other financial reorganisation;
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(v) thedisappearance of an active market for
that financial asset because of financial
difficulties; or

(vi) observable data indicating that there is
a measurable decrease in the estimated
future cash flows from a group of
financial assets since the initial
recognition of those assets, although the
decrease cannot yet be identified with
the individual financial assets in the
group, including:

— adverse changes in the payment
status of borrowers in the group; or

— national or local economic
conditions that correlate with
defaults on the assets in the group.

If there is objective evidence that an
impairment loss on loans and receivables or
held-to-maturity financial assets carried at
amortised cost has been incurred, the amount
of the loss is measured as the difference
between the financial asset’s carrying amount
and the present value of estimated future cash
flows (excluding future credit losses that have
not been incurred) discounted at the financial
asset’s original effective interest rate. The
carrying amount of the financial asset is
reduced through the use of an allowance
account and the amount of the loss is
recognised in the income statement. If a loan
or held-to-maturity financial assets has a
variable interest rate, the discount rate for
measuring any impairment loss is the current
effective interest rate determined under the
contract. As a practical expedient, the Group
may measure impairment on the basis of an
instrument’s fair value using an observable
market price.
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If,in a subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment was recognised (such as
an improvement in the debtor’s credit rating),
the previously recognised impairment loss is
reversed by adjusting the allowance account.
The amount of the reversal is recognised in the
income statement.

The Group assesses at each balance sheet date
whether there is objective evidence that a
financial asset or a group of financial assets is
impaired. In the case of equity securities
classified as available-for-sale, a significant or
prolonged decline in the fair value of the
securities below their cost is considered in
determining whether the assets are impaired.
If any such evidence exists for available-for-sale
financial assets, the cumulative loss —
measured as the difference between the
acquisition cost and the current fair value, less
any impairment loss on those financial assets
previously recognised in profit or loss — is
removed from equity and recognised in the
income statement. Impairment losses
recognised in the income statement on equity
securities are not reversed through the income
statement. If, in a subsequent period, the fair
value of a debt instrument classified as
available-for-sale increases and the increase
can be objectively related to an event occurring
after the impairment loss was recognised in
profit or loss, the impairment loss is reversed
through the income statement.

Derivative financial instruments are initially
recognised at fair value on the date the derivative
contract is entered into and are subsequently
remeasured at their fair value. Changes in the fair
value of any derivative instruments are recognised
immediately in the income statement within “Other
gains — net” included in total revenues.The Group
does not adopt hedge accounting for derivative
financial instruments which may qualify as eligible
cash flow hedges or fair value hedges.
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Leases where substantially all the risks and rewards
of ownership of assets remain with the lessor are
accounted for as operating leases. Payments made
under operating leases (including those for leasehold
land) net of any incentives received from the lessor
are charged to the income statement on a straight-
line basis over the lease periods.

The up-front prepayments made for land use rights
are amortised on a straight-line basis over the
duration of the land use rights or where there is
impairment, the impairment is expensed in the
income statement. The amortisation of land use
rights is capitalized under the relevant assets when
the properties on the land are under construction.
The remaining carrying amount of the land use rights
is recognised as cost of sales when the relevant
properties are sold.

Loan receivable and debtors are recognised initially
at fair value and subsequently measured at
amortised cost using effective interest method, less
provision for impairment.

Impairment loss of loan receivable and debtors is
recognised when there is objective evidence that the
Group will not be able to collect all amounts due
according to the original terms in accordance with
the accounting policy stated in Note 2.11(a).

Completed properties held for sale are stated at the
lower of cost and net realisable value.Cost, calculated
on an average basis, is determined by apportionment
of the total development costs for that development
project, attributable to the unsold properties. Net
realisable value is determined on the basis of
anticipated sale proceeds less estimated selling
expenses.
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Cash and cash equivalents comprise cash at bank and
in hand, deposits held at call with banks, cash
investments with original maturity of three months
or less from the date of investment less bank
overdrafts.

The Group issues contracts that transfer insurance
risk.

Insurance contracts are those contracts that transfer
significant insurance risk. The Group defines
significant insurance risk as the possibility of having
to pay benefits on the occurrence of an insured event
that are at least 10% more than the benefits payable
if the insured event did not occur.

Insurance contracts are classified depending
on the duration of risk and whether or not the
terms and conditions are fixed.

Short-term insurance contracts

These contracts are property and casualty
insurance contracts.

Casualty insurance contracts protect the
Group’s customers against the risk of causing
harm to third parties as a result of their
legitimate activities. Damages covered include
both contractual and non-contractual events.
The typical protection offered is designed for
employers who become legally liable to pay
compensation to injured employees
(employers’ liability) and for individual and
business customers who become liable to pay
compensation to a third party for bodily harm
or property damage (public liability).
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Property insurance contracts mainly
compensate the Group’s customers for damage
suffered to their properties or for the value of
property lost. Customers who undertake
commercial activities on their premises could
also receive compensation for the loss of
earnings caused by the inability to use the
insured properties in their business activities
(business interruption cover).

For all these contracts, premiums are
recognised as revenue (earned premiums)
proportionally over the period of coverage.The
portion of premium received on in-force
contracts that relates to unexpired risks at the
balance sheet date is reported as the unearned
premium liability. Premiums are shown before
deduction of commission.

Claims and loss adjustment expenses are
charged to income as incurred based on the
estimated liability for compensation owed to
contract holders or third parties damaged by
the contract holders. They include direct and
indirect claims settlement costs and arise from
events that have occurred up to the balance
sheet date even if they have not yet been
reported to the Group. The Group does not
discount its liabilities for unpaid claims.
Liabilities for unpaid claims are estimated using
the input of assessments for individual cases
reported to the Group and statistical analyses
for the claims incurred but not reported, and
to estimate the expected ultimate cost of more
complex claims that may be affected by
external factors (such as court decisions).
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Commissions and other acquisition costs that
vary with and are related to securing new
contracts and renewing existing contracts are
capitalised as an intangible asset, DAC. All other
costs are recognised as expenses when
incurred. The DAC is subsequently amortised
over the life of the contracts as premium is
earned.

At each balance sheet date, liability adequacy
tests are performed to ensure the adequacy of
the contract liabilities net of related DAC assets.
In performing these tests, current best
estimates of future contractual cash flows and
claims handling and administration expenses
are used. Any deficiency is immediately
charged to profit or loss initially by writing off
DAC and by subsequently establishing a
provision for losses arising from liability
adequacy tests (the unexpired risk provision).
Any DAC written off as a result of this test
cannot subsequently be reinstated.
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Contracts entered into by the Group with
reinsurers under which the Group is
compensated for losses on one or more
contracts issued by the Group and that meet
the classification requirements for insurance
contracts in Note 2.18 are classified as
reinsurance contracts held. Contracts that do
not meet these classification requirements are
classified as financial assets. Insurance
contracts entered into by the Group under
which the contract holder is another insurer
(inwards reinsurance) are included with
“Insurance contracts” on the balance sheet.

The benefits to which the Group is entitled
under its reinsurance contracts held are
recognised as reinsurance assets.These assets
consist of short-term balances due from
reinsurers, as well as longer term receivables
that are dependent on the expected claims and
benefits arising under the related reinsured
insurance contracts. Amounts recoverable from
or due to reinsurers are measured consistently
with the amounts associated with the
reinsured insurance contracts and in
accordance with the terms of each reinsurance
contract. Reinsurance liabilities are primarily
premiums payable for reinsurance contracts
and are recognised as an expense over the
terms of reinsurance contracts and are
included with “Insurance payable” on the
balance sheet.
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The Group assesses its reinsurance assets for
impairment on a regular basis. If there is
objective evidence that the reinsurance asset
is impaired, the Group reduces the carrying
amount of the reinsurance asset to its
recoverable amount and recognises that
impairment loss in the income statement.The
Group gathers the objective evidence that a
reinsurance asset is impaired using the same
process adopted for financial assets held at
amortised cost. The impairment loss is also
calculated following the same method used for
these financial assets. These processes are
described in Note 2.15.

Receivables and payables are recognised when
due.These include amounts due to and from
agents, brokers and insurance contract holders.

If there is objective evidence that the insurance
receivable is impaired, the Group reduces the
carrying amount of the insurance receivable
accordingly and recognises that impairment
loss in the income statement. The Group
gathers the objective evidence that an
insurance receivable is impaired using the
same process adopted for loans and
receivables. The impairment loss is also
calculated under the same method used for
these financial assets. These processes are
described in Note 2.15.
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Some insurance contracts permit the Group to
sell (usually damaged) property acquired in
settling a claim (salvage). The Group may also
have the right to pursue third parties for
payment of some or all costs (subrogation).

Estimates of salvage recoveries are included as
an allowance in the measurement of the
insurance liability for claims, and salvage
property is recognised in other assets when the
liability is settled.The allowance is the amount
that can reasonably be recovered from the
disposal of the property.

Subrogation reimbursements are also
considered as an allowance in the
measurement of the insurance liability for
claims and are recognised in other assets when
the liability is settled. The allowance is the
assessment of the amount that can be
recovered from the action against the liable
third party.

Creditors and payables are initially recognised at fair
value. Except for financial guarantee liabilities
measured in accordance with Note 2.31, trade and
other payables are subsequently measured at
amortized cost using the effective interest method.
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Borrowings are recognised initially at fair value, net
of transaction costs incurred. Transaction costs are
incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial liability,
including fees and commissions paid to the
borrowers. Borrowings are subsequently stated at
amortized cost with any difference between the
amount initially recognised and redemption value
is recognised in the income statement over the
period of the borrowings, together with any interest
and fees payable, using the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least twelve months
after the balance sheet date.

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 income statement
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 substantially 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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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 utilized, 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 differences 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 utilized.

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 and
liabilities that affect neither accounting nor taxable
profit (provided they are not part of a business
combination), and temporary differences relating to
investments in subsidiaries to the extent that, in the
case of taxable differences, the Group controls the
timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is
probable that they will reverse in the future.
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The amount of deferred tax recognised is measured
based on the expected manner of realization or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantially
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 utilized. Any such reduction
is reversed to the extent that it becomes probable
that sufficient taxable profits will be available.

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 Group has
the legally enforceable right to set off current tax
assets against current tax liabilities and the following
additional conditions are met:

— inthe case of current tax assets and liabilities,
the Group intends either to settle on a net basis,
or to realise the asset and settle the liability
simultaneously; or

— inthe case of deferred tax assets and liabilities,
if they relate to income taxes levied by the
same taxation authority on the same taxable
entity.
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tax, from the proceeds.

Salaries and annual bonuses are paid or
accrued in the year in which the associated
services are rendered by employees. When
payment or settlement is deferred and the
effect would be material, these amounts are
stated at their present values.

The Group pays contributions to publicly or
privately administered pension plans on a
mandatory, contractual or voluntary basis.
These pension plans are defined contribution
schemes which the Group pays fixed
contributions and has no further payment
obligations once the contributions have been
paid. The Group has no legal or constructive
obligations to pay further contributions if the
fund does not hold sufficient assets to pay all
employees the benefits relating to employee
services rendered in the current and prior
periods.
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The Group's contributions are recognised as
employee benefit expense when they are due
and are reduced by contributions forfeited by
those employees who leave the scheme prior
to vesting fully in the contributions. Prepaid
contributions are recognised as an asset to the
extent that a cash refund or a reduction in
future payments is available.

Employee entitlements to annual leave are
recognised when they accrue to employees. An
accrual is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date.

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.

A jointly controlled entity of the Group
operates an equity compensation plan under
which its shares are granted to eligible
employees for services rendered.The fair value
of the employee services received in exchange
of the shares granted net of any consideration
received is recognised as an expense.
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Termination benefits are payable when
employment is terminated before the normal
retirement date, or whenever an employee
accepts voluntary redundancy in exchange for
these benefits. The Group recognises
termination benefits when it is demonstrably
committed to either terminating the
employment of current employees according
to a detailed formal plan or providing
termination benefits as a result of an offer
made to encourage voluntary redundancy
without realistic possibility of withdrawal.
Benefits falling due more than twelve months
after balance sheet date are discounted to
present value.

Provisions are recognised when the Group has a
present legal or constructive obligation as a result
of past events, it is probable that an outflow of
economic benefits will be required to settle the
obligation and the amount can be reliably estimated.
Where there are a number of similar obligations, the
likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognised
even if the likelihood of an outflow with respect to
any one item included in the same class of
obligations may be small.
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Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised
as interest expense.

Where the Group expects a provision to be
reimbursed, for example under an insurance contract,
the reimbursement is recognised as a separate asset
but only when the reimbursement is virtually certain.

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

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



FREEEECBENSHMATEE
EEZEE Et%ﬁ?%?ﬁ%— ™
BEREMEERETRERR

Elﬂt’rﬁﬁ%%%@%ﬂt%i%%ﬁ

EAEHE o

RAREETSWER  BSHRATRE
W B AR 5 B 1E B IS SRR AL R
WE - ;gfﬁﬁﬁﬁEumAHTﬁEwu%'ﬁ
= o

EEEREATRADAEARS
W TRIRN - WARUTEE
L

FMEWARKAERRE L
Hv%EJ Bt I B ZERERR o i FE UK

RAREBRE  AEESHE
EEEJ’EZ—M&@ -
BT RRBERERZT
B REMFEAE » Wi
BRMBAGTEIRIAAFNE
WA o

BREREAARMNEES
ENRHEHEEEEDMANDAE
X BRIEEANZEESR
A 3272 0 5 P O 2 9 A R A
ZHEOHNBERRAER o
Fé%%ﬂﬂ’fﬁimﬁﬁiﬁ&ﬂ’] 3
?%EEEEEEEEEMEW%E
EFRFBENARID

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or
more uncertain events not wholly within the control
of the Group.

A contingent asset is not recognised but is disclosed
in the notes to the financial statements when an
inflow of economic benefits is probable.When the
inflow is virtually certain, an asset is recognised.

Revenue is recognised on the following basis
provided it is probable that the economic benefits
will flow to the Group and the amount can be
measured reliably:

Interest income is recognised on a time-
proportion basis using the effective interest
method. When a receivable is impaired, the
Group reduces the carrying amount to its
recoverable amount, being the estimated
future cash flow discounted at original
effective interest rate of the instrument, and
continues unwinding the discount as interest
income.

Rental income receivable under operating
leases is recognised in the income statement
in equal installments over the period 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 the income statement as an
integral part of the aggregate net lease
payments receivable.
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Management fees are recognised upon the
provision of services.

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

The basis of recognition of insurance revenue
is detailed in Note 2.19.

Borrowing costs are expensed in the income
statement 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.

Dividend distribution to the equity holders of the
Company is recognised as a liability in the period in
which the dividends are approved for distribution.

Non-current assets (or disposal groups) held for sale
are stated at the lower of carrying amount and fair
value less costs to sell if their carrying amount is
recovered principally through a sale transaction
rather than through a continuing use and the assets
(or disposal group) is available for sale in its present
condition.
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Financial guarantees are contracts that require the
issuer (i.e.the guarantor) to make specified payments
to reimburse beneficiary of the guarantee (the
“holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Financial guarantees are initially recognised in the
financial statements at fair value on the date that the
guarantee was given. Subsequent to initial
recognition, the Group’s liabilities under such
guarantees are measured at the higher of the
amount determined in accordance with HKAS 37
“Provisions, Contingent Liabilities and Contingent
Assets” and the amount initially recognised less
cumulative amortization recognised. Any changes in
the liabilities relating to financial guarantees are
taken to the income statement.

The Group’s investment policy is to prudently invest its
funds in a manner which satisfies the Group’s liquidity
requirements and generates optimal returns to the Group
within a manageable risk level.

The Group’s business activities expose it to a variety of
financial risks including insurance risk, currency risk, price
risk, credit risk, liquidity risk and interest rate risk. The
Group’s overall risk management focuses on the
unpredictability of financial markets and seeks to minimize
potential adverse effects on the Group’s performance.

The Board has adopted procedures for evaluating and
approving significant investment decisions. Given the
nature of the Group's financial assets and liabilities, their
risk exposures are monitored by the Group primarily on a
qualitative basis.
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The Group issues contracts that transfer insurance
risk. This section summarises these risks and the way
the Group manages such risks.

The risk under any one insurance contract is the
possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By
the very nature of an insurance contract, this risk is
random and therefore unpredictable.

For a portfolio of insurance contracts where the
theory of probability is applied to pricing and
provisioning, the principal risk that the Group faces
under its insurance contracts is that the actual claims
exceed the carrying amount of the insurance
liabilities. This could occur because the frequency or
severity of claims and benefits are greater than
estimated. Insurance events are random and the
actual number and amount of claims will vary from
year to year from the level established using
statistical techniques.

Experience shows that the larger the portfolio of
similar insurance contracts, the smaller the relative
variability about the expected outcome will be. In
addition, a more diversified portfolio is less likely to
be affected across the board by a change in any
subset of the portfolio.

Factors that aggravate insurance risk include lack of
risk diversification in terms of type and amount of
risk, geographical location and type of industry
covered.
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The frequency and severity of claims can be
affected by several factors.The most significant
are the increasing level of awards for the
damage suffered and the increase in number
of cases coming to court that were inactive or
latent for a long period of time. Estimated
inflation is also a significant factor due to the
long period typically required to settle these
cases.

The Group manages these risks through its
underwriting strategy, adequate reinsurance
arrangements and claims handling.

The underwriting strategy attempts to ensure
that the underwritten risks are well diversified
in terms of type and amount of risk, industry
and geography.

Underwriting limits are in place to enforce
appropriate risk selection criteria. For example,
the Group has the right to re-price, cancel or
not to renew a contract, it can impose
deductibles and it has the right to reject the
payment of fraudulent claim. Insurance
contracts also entitle the Group to pursue third
parties for payment of some or all costs
(subrogation). Unless the legislation requires,
the Group’s strategy limits the total exposure
of any individual policies to a certain amounts.

The reinsurance arrangements include
facultative, proportional treaties and excess of
loss coverage. The effect of such reinsurance
arrangements is that the Group should not
suffer total net insurance losses more than the
prescribed amount. In addition to the overall
reinsurance program, additional reinsurance
protection for any individual risk will be
arranged when necessary.
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The Group focused on motor and domestic
helper insurance business in Hong Kong and
therefore the insurance risk before and after
reinsurance is concentrated at motor and
domestic helper insurance accepted in Hong
Kong with reference to the carrying amount of
the insurance liabilities arising from insurance
contracts.

Claims on insurance contracts are payable on
a claim-occurrence basis.The Group is liable for
all insured events that occurred during the
term of the contract even if the loss is
discovered after the end of the contract term.
As a result, liability claims are settled over a
long period of time and a larger element of
claims provision relates to incurred but not
reported claims (IBNR). There are several
variables that affect the amount and timing of
cash flows from these contracts. These mainly
relate to the inherent risks by individual
contract holders and the risk management
procedures adopted. The compensation paid
on these contracts is the monetary awards
granted for bodily injury suffered. Such awards
are lump-sum payments that are calculated as
the present value of the lost of earnings and
rehabilitation expenses that the injured party
will incur as a result of the accident.
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The estimated cost of claims includes direct
expenses to be incurred in settling claims, net
of the expected subrogation value and other
recoveries.The Group takes all reasonable steps
to ensure that it has appropriate information
regarding its claims exposures. However given
the uncertainty in establishing claims
provisions, it is likely that the final outcome will
prove to be different from the original liability
established. The liability for these contracts
comprise a provision for IBNR, a provision for
reported claims not yet paid and a provision
for unexpired risks at the balance sheet date.

In calculating the estimated cost of unpaid
claims (both reported or not), the Group’s
estimation techniques are a combination of
loss-ratio-based estimates (where the loss ratio
is defined as the ratio between the ultimate
cost of insurance claims and insurance
premiums earned in a particular financial year
in relation to such claims) and an estimate
based upon actual claim experience using
predetermined formulae where greater weight
is given to actual claims experience as time
passes.
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The estimation of IBNR is generally subject to
a greater degree of uncertainty than the
estimation of the cost of settling claims already
notified to the Group, where information about
the claim event is available. In estimating the
amount of IBNR which makes reasonable
provisions for the claims and the unexpired
risks, it is necessary to project future claims cost
and associated claims expenses and simulates
the outcomes of claims liabilities using models.
These models are simplified representations of
many legal, social and economic forces and
may not be entirely appropriate for the types
of insurance business being analyzed. It is
certain that actual future claim and claims
expenses will not develop exactly as projected
and may vary significantly from the projections.

In estimating the liability for the cost of
reported claims not yet paid the Group
considers any information available from loss
adjusters and information on the cost of
settling claims with similar characteristics in
previous periods.Large claims are assessed on
a case-by-case basis or projected separately in
order to allow for the possible distortive effect
of their development and incidence on the rest
of the portfolio.

Where possible, the Group adopts multiple
techniques to estimate the required level of
provisions. This provides a greater
understanding of the trends inherent in the
experience being projected. The projections
given by the various methodologies also assist
in estimating the range of possible outcomes.
The most appropriate estimation technique is
selected taking into account the characteristics
of the business class and the extent of the
development of each accident year.
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Foreign exchange risk is the risk of loss due to
adverse movements in foreign exchange rates
relating to investments denominated in foreign
currencies.The Group mainly operates in Hong
Kong and the People’s Republic of China
("PRC") and is exposed to foreign exchange risk
arising from recognised assets and liabilities
and net investments in foreign operations
denominated in various currencies, primarily
with respect to Renminbi (“RMB”).

The Group is exposed to equity price risk on
investments held by the Group classified on the
balance sheet as available-for-sale financial
assets or as financial assets at fair value through
profit or loss.

Fair value interest rate risk is the risk that the
value of a financial instrument will fluctuate
because of changes in market interest rate.
Cash flow interest rate risk is the risk that future
cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. As at 31st December 2006, the Group's
interest bearing assets and liabilities mainly
comprise bank deposits and bank borrowings
denominated in floating rates which expose
the Group to cash flow interest rate risks. The
Group manages these risks primarily through
maintaining the maturity profile of these assets
and liabilities within a short period and
monitoring the market interest rate
movements so that the Group can react
accordingly when there are adverse interest
rate movements.
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The Group reviews the changes in foreign exchange
rates, market prices and interest rates on a regular
basis and appropriate actions (such as unwinding the
positions) will be taken if the changes are considered
significant and adversely affect the Group’s financial
results or position.

The Group is exposed to credit risk, which is the risk
that a counter-party will not be able to fulfill its
repayment obligations for amounts due to the
Group.The Group limits its exposure to credit risk by
screening the counter-parties, on-going monitoring
and acquiring collateral from counter-parties.
Insurance debtors are required to meet the Group'’s
established financial requirements and provide third
party guarantees to the Group when it considered
necessary.As at 31st December 2006, bank balances
were placed with reputable financial institutions
with diversification. All debt securities held at 31st
December 2005 were of investment grade.The Group
did not hold any debt securities as at 31st December
2006.

Liquidity risk is the risk that an entity will encounter
difficulty in raising funds to meet its cash flow needs
or commitments. Liquidity risk may result from either
inability to sell financial assets quickly at their fair
values, a counter-party failing on repayment of a
contractual obligation or an insurance liability falling
due for payment earlier than expected.

The Group manages the liquidity risk primarily by
keeping surplus cash balances. Credit facilities will
also be arranged when necessary to maintain
flexibility in funding.
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The preparation of financial statements requires
management to make estimates and assumptions
concerning the future that affect the reported amounts
of assets, liabilities, revenues and expenses in these
financial statements.The application of assumptions and
estimates means that any changes of them, either due to
changes of management’s judgement or the evolvement
of the actual circumstances, would cause the Group’s
financial position and results to differ.

Estimates and judgement are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances. The Group
believes that the assumptions and estimates that have
been made in the preparation of these financial
statements are appropriate and that the financial
statements therefore present fairly the Group’s financial
position and results in all material respects.

The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next twelve months are
discussed below.

The Group reviews periodically to assess the fair
value of its investments in 108,000,000 shares
(“Huaneng Shares") of Huaneng Power International,
Inc. (“Huaneng”), a major available-for-sale financial
asset held by the Group in accordance with the
accounting policy stated in Note 2.10. As at 31st
December 2006, the fair value of Huaneng Shares
was estimated with reference to the closing bid price
of Huaneng's A-Shares and the consideration for
transferring the Group’s holding of 36 million
Huaneng Shares to Fujian Investment & Enterprise
Holdings Corporation (“FIEC”) under a share transfer
agreement entered into by the Group and FIEC on
4th April 2007 (Notes 20 and 40(c)).
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The Group reviews periodically whether its loan
receivable from a third party (Note 21) has suffered
any impairment loss in accordance with the
accounting policy stated in Note 2.15. The Group
makes judgement as to whether there is any
objective evidence that the loan is impaired and
estimated the expected future cash flows based on
available information. Impairment is assessed by a
discounted cash flow method, measured at the
difference between the asset’s carrying amount and
the present value of estimated future cash flows
discounted at the original effective interest rate. As
at 31st December 2006, the Group recognised an
impairment loss of HK$10,992,875 against the loan
receivable (Note 21).

The best evidence of fair value of investment
properties held by the Group is current prices in an
active market for similar lease or other contracts. In
the absence of such information, the Group
determines the amount within a range of reasonable
fair value estimates. In making its judgement, the
Group considers information including current prices
in an active market for properties of different nature,
condition or location (or subject to different lease or
other contracts), adjusted to reflect those differences
or recent prices of similar properties in less active
markets, with adjustments to reflect any changes in
economic conditions since the date of the
transactions that occurred at those prices. As at 31st
December 2006, the fair value of the Group’s
investment properties was HK$76.7 million (Note 15).
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The Group is subject to income taxes in various
jurisdictions. Judgement is required in determining
the provision for income taxes.There are transactions
and calculations for which the ultimate tax
determination is uncertain. Where the final tax
outcome of these matters is different from the
amounts that were initially recorded, such
differences will impact the income tax and deferred
tax provisions in the period in which such
determination is made. As at 31st December 2006,
the Group had deferred tax liabilities of HK$29.3
million (Note 33), which include an amount of
HK$26.6 million in relation to the fair value gain of
the available-for-sale financial assets held by the
Group calculated based on an estimated applicable
tax rate. Should the actual applicable tax rate differ
by 1%, the deferred income tax liabilities would
increase or decrease by approximately HK$2.7
million.

The Group’s major jointly controlled financial
institutions, Xiamen International Bank and its
subsidiaries (“XIB Group”), are principally engaged in
the banking business (Note 18). In converting its
statutory financial statements prepared under
generally accepted accounting principles in PRC for
the Group’s equity accounting purposes in
accordance with the accounting policy stated in Note
2.3(c), certain critical accounting estimates and
judgement have been applied as described below:
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As at 31st December 2006, the fair value of an
unlisted available-for-sale equity investment
held by XIB Group has been estimated using a
market comparison approach by an
independent professional valuer (Note 36(b)).
Based on the market ratio (e.g. price/earning
and price/book ratios) of a number of listed
companies engaged in similar industries as the
investee and the investee’s historical financial
information, management makes estimates
and judgement on the appropriate
adjustments required to reflect the
circumstances of the investee, including the
liquidity discount applicable to the shares of
the investee as compared to those of a listed
company, for fair value estimation purposes. As
at 31st December 2006, the Group’s
attributable share of the fair value gain (before
deferred tax adjustment) arising from this
investment, which is accounted for in the
investment revaluation reserve, was HK$81.6
million.To the extent that the liquidity discount
rate differs by +/- 1%, the Group’s investment
revaluation reserve (before tax) will decrease
and increase by HK$3.8 million respectively.

The fair values of derivative contracts held by
XIB Group that are not traded in active markets
are estimated primarily based on broker
gquotes. Management assesses the
reasonableness of the broker quotes with
reference to changes in market parameters
from the inception date of the contract and the
price and terms of other contracts recently
entered into by XIB Group, and makes
judgement as to whether such brokers quotes
are indicative of the fair value of the derivative
contracts at the balance sheet date.
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As at the balance sheet date, the loan portfolios
of XIB Group were reviewed to determine if
they have suffered any impairment loss in
accordance with the accounting policy stated
in Note 2.15.Judgement is made as to whether
there is any objective evidence that a loan is
impaired, including where there exists
observable data that the payment status of
borrowers has adversely changed. If
management has determined, based on their
judgement, that objective evidence for
impairment exists, expected future cash flows
are estimated based on observable data
obtained and impairment is assessed in
accordance with the Group’s accounting policy.
The quantum of the impairment is also
impacted by the collateral value and this in
turn, may be discounted in certain
circumstances to recognise the impact of
forced sale.The methodology and assumptions
used for estimating both the amount and
timing of future cash flows are reviewed
periodically to reduce any difference between
loss estimates and the actual loss experience.
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A subsidiary of XIB Group operates an equity
compensation plan (the “Plan”), under which
eligible employees are offered shares of the
subsidiary at a consideration determined
based on the subsidiary’s net asset value.
Pursuant to the terms of the Plan, should the
subsidiary go for an initial public offering
(“IPO"), XIB Group would purchase the shares
from the employees at a price based on the
higher of the then IPO price or a multiple of
the net asset value of the subsidiary.
Management assesses that as at 31st
December 2006, XIB Group had no legal or
constructive obligations to re-acquire the
shares granted under the Plan at the
abovementioned price. Should such
obligations exist at 31st December 2006, the
Group's share of the results of XIB Group for the
year ended 31 December 2006 would decrease
by at least HK$7.3 million.

In the directors’ opinion, the fair values of financial
assets and financial liabilities of the Group
approximate their carrying values as at the balance
sheet date.
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The Group is principally engaged in financial services,
property development and investment, toll road
investment, industrial instrument manufacturing and
investment holding businesses.

The Group’s turnover represents gross insurance
premiums, insurance brokerage commission, dividend
income from available-for-sale financial assets, bank
interest income, rental income and management fee
income.

The amount of each significant category of revenue
recognised during the year is as follows:

2006 2005
ETT BT
HK$ HKS
] Turnover
EREWRA Gross insurance premiums 55,053,400 58,441,886
RiLLAEEBRA Insurance brokerage commission 1,380,342 1,385,020
AHHEESREE Dividend income from available-for-sale
RE WA financial assets 14,805,874 —
BITERFE WA Interest income from bank deposits 9,772,633 7,110,028
REWEHS WA Rental income from investment properties 5,454,231 4,039,991
ERE Management fees 120,000 384,526
86,586,480 71,361,451
KABREEZD Movement in unearned insurance premiums (376,400) (3,384,693)
BRESHRBREA Reinsurance premiums ceded and
EiERmEBRER reinsurers’ share of movement in
unearned insurance premiums (7,343,105) (8,327,129)
Hitlam — F5 Other gains — net
HFEEEN LmRE Dividend income from listed equity
BHEREWA securities held for trading 79,969 279,413
FEFHAFELTES Interest income from unlisted
FE WA held-to-maturity debt securities 124,881 292,083
BAFEEBBERIIERN Fair value gains on listed equity securities
FHREES A TERE measured at fair value through profit or loss 922,826 313,847
BREMELTENE Fair value gains on revaluation of investment
(FF15) properties (Note 15) 5,806,747 3,999,163
HE—MEA R E Gain on disposal of a subsidiary
(5T 7E38(b)) (Note 38(b)) 1,979,110 3,469,525
B 5 U & F 58 Net exchange gains 5,646,752 2,831,045
Hity Others 1,940,411 73,485
16,500,696 11,258,561
i A EE Total revenues 95,367,671 70,908,190
— BRI
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Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is presented as the primary reporting format
pursuant to the Group's internal financial reporting system.

The Group’s activities comprise the following major
business segments:

Financial services ~ — underwriting of general insurance,
insurance brokerage, investing in
banking business and trading in
securities for short term profit

Property — development and sale of residential
development and properties, leasing of investment
investment properties for rentals and investing

in properties to gain from the long
term appreciation in their values

Toll road — investing in toll road projects in
investment Mainland China

Industrial — investing in manufacturers and
instrument distributors of digital instruments

manufacturing

Investment holding — investing in strategic investments and
and others other assets for income and capital
appreciation purposes
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NOTES TO THE FINANCIAL STATEMENTS

BB ELENEEFHELM 6 NET INSURANCE CLAIMS INCURRED
4% H AND COMMISSION EXPENSES INCURRED
ON INSURANCE BUSINESS

2006 2005

BT BT

HK$ HKS

REEBELENEETE O Net insurance claims incurred on insurance business (a) 15,629,921 15,983,007
RREXELNESER v Commission expenses incurred on insurance business (b) 21,208,693 19,438,859
36,838,614 35,421,866

(a) PR I 8 25 i A 1 B A O

(b)

(a) Net insurance claims incurred on insurance

business
2006
£H BRR FH
Gross Reinsurance Net
T BT #Ei
HKS$ HKS HKS$
AEERERBAARER Current year claims and loss adjustment expenses 16,089,675 (10,780) 16,078,895
AFERERBAARER Additional cost for prior years' claims and loss

OEERINDEN adjustment expenses 218,436 109,590 328,026
CREEERERNEE (Decrease) / increase in claims incurred but not

(B2 &M ) reported (891,000) 291,000 (600,000)
KA 2B BERAR Decrease in the expected cost of claims for

b unexpired risks (177,000) = (177,000)

15,240,111 389,810 15,629,921

2005

e BRE FE

Gross Reinsurance Net

B B B

HKS HK$ HKS

AEEREREARZER Current year claims and loss adjustment expenses 21,478,430 (1,540,283) 19,938,147
FFERERBABZEMN  (Run-off savings) / additional cost for prior years'

BEETAS) /EHEA claims and loss adjustment expenses (4,458,606) 1,171,466 (3,287,140)
EREERSHENREEM Increase in claims incurred but not reported 96,000 1,631,000 1,727,000
AmE Rz BT BERR Decrease in the expected cost of claims for

L unexpired risks (2,395,000) — (2,395,000)

14,720,824 1,262,183 15,983,007

R e = 25 7 2k i I < &

(b) Commission expenses incurred on insurance

business
2006 2005
BT BT
HKS$ HKS
ENRERREEE Gross commissions paid and payable 21,805,312 20,188,538
A DB RERBREAMEE Less: Commissions received and receivable from reinsurers (596,619) (749,679)
HeBRTE Net commissions expenses 21,208,693 19,438,859
i
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2006 2005
T B
HKS HKS
SEER/(BR)CEALTBRTS Operating profit / (loss) is stated after crediting and
B charging the following:
A Crediting
TRl Gyt Net exchange gains 5,646,752 2,831,045
RENECURERES Rentals received and receivable from investment properties
TREZRER less direct outgoings 4,799,756 3,766,044
bills Charging
MEREE Depreciation and amortisation 2,003,398 2,692,577
HENE  BRRBEFR Loss on disposal of property, plant and equipment 17,778 29,157
BEHEzE£ENAS Operating lease rentals in respect of land and buildings 583,679 918,786
R < Auditors’ remuneration 3,034,556 1,931,710
EBE (FE390) Management fee (Note 39(c)) 1,880,000 1,880,000
BRIABFIRE () Retirement benefit costs (a) 615,311 652,790

(@) 71E2000511H308 A1 » KEEBE —
HAEMKEFTE(RES—KETE)
H"E o FTEEERZEBEERA
2hn - RIRFTEIzEEHEBZE
ESHES HBUESEESR
T  EENEEHZTE 2 HREE
LEEEARBRHF 2B 2T HET
& EZ2000F11 8308  BREM
AEtEHREEEREMAESE
EEHI R LR St ATE T E
(ML E]) FrEUR -

EEERAnBEBEEE A
(GRHI % B EE) i28%2,000tHEE
EXRBHED ZT (20006£9830H
BMANEE BRI BHEER
BHEBDZAN)URKEAES
g EEERE2EHETNFE AR
BB IRET BT UK Wz 3R EE AT LA
BAERLEERREHAFTEIR A
BE&8 oWz - R2006F K
2005F 12 A31 B E(E A ERKE
B2 R W -

BRPBABHEEMS - AEER
BREERE A EELE X
B2 ME BTN ES R
g  AEEREEFEZHD LM
LS EMEL S AHER - MEH T
BTN REREREEAEREREN
RAKBENEE -

I8 5 4 A PR A ]
MIN XIN HOLDINGS LIMITED

(a)

The Group contributed to a defined contribution
scheme (“DC Scheme”) which was available to all
eligible Hong Kong employees prior to 30th
November 2000.The assets of the scheme were held
separately from those of the Group in an
independently administered fund. Contributions to
the scheme by the Group and employees were
calculated at 15% of the employees’basic salary until
30th November 2000 when the DC Scheme was
replaced by a mandatory provident fund scheme
(“MPF Scheme”) set up under the Hong Kong
Mandatory Provident Fund Schemes Ordinance.

The Group’s monthly contributions (mandatory and
voluntary) to the MPF Scheme for each employee are
calculated at the lower of HK$2,000 or 10% (or 6%
for employees who joined after 30th September
2000) of the monthly basic salary. The Group’s
contributions to the DC Scheme and MPF Scheme
can be reduced by the Group’s voluntary
contributions forfeited in relation to those
employees who leave the schemes prior to vesting
fully in the contributions. At 31st December 2006 and
2005, there were no material unutilised forfeited
contributions.

For Mainland China employees, the Group
participates in the employee pension schemes
administered by the respective municipal
government in various locations in Mainland China
where the Group operates. The Group makes
monthly contributions calculated at a percentage of
the monthly payroll costs to these schemes and the
respective municipal government undertakes to
assume the retirement benefit obligations of the
employees of the Group.



B 5 o i
NOTES TO THE FINANCIAL STATEMENTS

il AR 8 FINANCE COSTS
2006 2005
B BT
HK$ HKS
RERTER EREER Interest on long term bank loans wholly repayable
2EEER) FE FE32) within five years (Note 32) 6,943,747 2,273,038
TERREN ERLER Interest on substantial shareholder’s loan wholly
2 YER) FIE (F&390) repayable within five years (Note 39(d)) 332,440 —
BHBAR EREFAZHESR) Interest on short term advances wholly repayable
FME (FE31) within five years (Note 31) 791,914 1,253,880
8,068,101 3,526,918

BHRITHANEME R EA4EE 9 SENIOR EXECUTIVESS EMOLUMENTS

T 4 2z 83 N+ AND FIVE HIGHEST PAID INDIVIDUALS
(a) HEHHFHE (a) Directors’ emoluments
¥E RE
P5@=iih=4:430
REVF G
Salaries,
EZHe housing, other 2006
Directors’ allowances and 4EE
fees benefits in kind Total
BT BT AT
HKS HKS HKS
HITES Executive Directors
THELE (FE) Mr. Ding Shi Da (Chairman) 80,000 — 80,000
RAEREE (BIEE) Mr. Chen Gui Zong (Vice Chairman) 60,000 — 60,000
KERELE Mr. Zhu Xue Lun 60,000 — 60,000
SEFEE Mr. Weng Jian Yu 80,000 962,311 1,042,311
FHTES Non-executive Directors
ITEREE Mr. Wang Hui Jin 60,000 — 60,000
PR 44 5 4 Mr. Chen Le 32,219 — 32,219
BYFHITES Independent Non-executive Directors
BERBALE Mr. Ip Kai Ming 180,000 — 180,000
SEELE Mr. Robert Tsai To Sze 250,000 — 250,000
BAEmEE Mr. So Hop Shing 180,000 — 180,000
982,219 962,311 1,944,530

S
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NOTES TO THE FINANCIAL STATEMENTS

9 WHEITBAEMES R HAET 9 SENIOR EXECUTIVES® EMOLUMENTS
AND FIVE HIGHEST PAID INDIVIDUALS

P <2 Z A8 ] N\t ()

(a) HHEMe &)

(Continued)

(a) Directors’ emoluments (Continued)

5B REE
REMRE
RENFR
Salaries,
kA housing, other 2005
Directors’ allowances and ok
fees benefits in kind Total
BT B BT
HKS HKS HK$
HiTES Executive Directors
THELRE (FE) Mr. Ding Shi Da (Chairman) 50,000 — 50,000
BRERLE BERE) Mr. Chen Gui Zong (Vice Chairman) 30,000 — 30,000
BEBLE Mr. Yang Sheng Ming 15,000 — 15,000
REMmEE Mr. Zhu Xue Lun 30,000 — 30,000
SETEE Mr. Weng Jian Yu 50,000 969,251 1,019,251
FHTES Non-executive Directors
IefEsE Mr. Wang Hui Jin 6,575 — 6,575
R L4 Mr. Chen Le — — —
BUFHTES Independent Non-executive Directors
ERHLE Mr. Ip Kai Ming 150,000 — 150,000
S REEE Mr. Robert Tsai To Sze 200,000 — 200,000
HARAE Mr. So Hop Shing 150,000 — 150,000
681,575 969,251 1,650,826

(b) 1144 J5c ve T 48 2 A8 il A\

FiltEE @)z AL ARET AEF U
MEMWERAEERN A ERSHE
ZEBIAL  IFREALZEME

(b) Five highest paid individuals

The analysis in note (a) above does not include those
individuals who are not directors but whose
emoluments are among the five highest in the Group.

FEWT: Details of the emoluments paid to those individuals
are as follows:

2006 2005

BT BT

HKS HKS

& EEREMZN  REYFRE  Salaries, housing and other allowances, and benefits in kind 4,132,723 4,127,237

EREREHR Contributions to retirement benefit scheme 24,000 24,000

4 Bonus 2,530,000 2,290,000

6,686,723 6,441,237

Bl & & Emoluments Band 2006 2005

AE AE

Number of Number of

Individuals Individuals

B 07T — B%1,000,0007 HK$ Nil — HK$1,000,000 = —

##1,000,0017T — 7B#1,500,0007T  HK$1,000,001 — HK$1,500,000 3 5

##1,500,0017T — #%#2,000,000T  HK$1,500,001 — HK$2,000,000 2 —

‘ 08 ‘ £ 40 R A
MIN XIN HOLDINGS LIMITED



BEBFNEBHR I RBERMGTERFER
{RFH R 17.5% (2005 4F: 17.5%) 12T B4 o
PRI BB R 2 HRARBER
ﬁ#ﬁ%ﬁ%ﬂm¢@mm& ;)
IREFE

ERAEBHERGH) RER2HEN
T :

Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable profit for
the year. Taxation on Mainland China and Macau profits
has been calculated on the estimated assessable profit for
the year at the rates of taxation prevailing in Mainland
China and Macau.

The amount of taxation (charged) / credited to the
consolidated income statement represents:

EHHE
BRBAEH
HERBRRMBE

EEEERBD) BS
@%*l 1%
hEI A R R 0R

EEBE
TREENEERER
(F1733)

FrEsl( )/ ik

AEEBBEBRBANER 2
AEBCHEMGEZERREZE4

mE

BRBL AT R

BB E1750%: B2 HIE

EtEBHETRAR R g

BARB 2B

TAMB 2

FRRAAERAZHE

*Ef@zﬁﬁ&?ﬂﬂgﬁiﬁ
n

AEEEEBD)/ B

Hitr

FrEBl( )/ ik

I8 B3R = B

RS

Current tax
Hong Kong profits tax
Mainland China and Macau taxation

(Under) / over provision in prior years
Hong Kong profits tax
Mainland China and Macau taxation

Deferred tax
Relating to the origination and reversal of temporary
differences (Note 33)

Income tax (expense) / credit

2006 2005

BT BT

HKS HKS
(101,533) (10,170)
(70,685) (10,498)
(172,218) (20,668)
— (186)

(127) 45,679

(127) 45,493
(2,568,007) 670,066
(2,740,352) 694,891

The taxation on the Group's profit before taxation differs
from the theoretical amount that would arise using the

taxation rate in Hong Kong as follows:

Profit before taxation

Calculated at a taxation rate of 17.5%

Effect of different taxation rates in other tax jurisdictions

Income not subject to taxation

Expenses not deductible for taxation purposes

Utilisation of previously unrecognised tax losses

Increase in unrecognised tax losses and deductible
temporary differences

(Under) / over provision in prior years

Others

Income tax (expense) / credit

2006 2005

BT BT

HKS HKS
106,417,858 56,652,195

(18,623,125) (9,914,132)
(1,000,567) 876,247
24,961,847 15,329,625

(4,420,944) (1,435,796)
= 1,218,935
(3,662,059) (5,371,052)
(127) 45,493

4,623 (54,429)
(2,740,352) 694,891
ZERBNEF
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ARATEDZEEAEMGEERRAELRD
A EHRERPEENHIESIE R B
20,187,9717C(2005F : jB#11,087,384
JT) °

The consolidated profit attributable to equity holders of
the Company includes a profit of HK$20,187,971 (2005:
HKS11,087,384) which has been dealt with in the financial
statements of the Company.

2006 2005
BT B
HKS HKS
REEBERKRAREER Final dividend proposed after the balance sheet date of
LT B 41l(2005%: BHE3Ml) 4 HK cents per ordinary share (2005: 3 HK cents per ordinary share) 18,377,146 13,782,860

M2007F 48268 R T2 EEREE
b EFEBRRBRARPRESREBER
FBREAL o HEIEHROR AR B AR B
BHREPIERSTRE > HEEREBZE
2007F 12831 L FEFEREBEF D
fid o

BREARBFZREARQTEZE20065F
NAALEFERERIFE ARLRF
B #104,824,6297T (20054F @ B
59,849,1387T) RERNEBBHITRM 2
hnAE ¥ +98459,428,656 (20054 :
459,428,656)B2 5T &

AEERFERBIFETECDHITHE
BMEEN2EER  BUREEREN
BREFSENESRELFBFAER -

I8 5 4 A PR A ]
MIN XIN HOLDINGS LIMITED

At a board meeting held on 26th April 2007, the Directors
proposed a final dividend of 4 HK cents per ordinary share.
This proposed dividend is not reflected as a dividend
payable in these financial statements, but will be reflected
as an appropriation of retained profits for the year ending
31st December 2007.

The calculation of basic earnings per share is based on the
profit attributable to equity holders of the Company for
the year ended 31st December 2006 of HK$104,824,629
(2005: HKS59,849,138) and the weighted average of
459,428,656 (2005:459,428,656) ordinary shares in issue
during the year.

The Group has no dilutive potential ordinary shares in issue
during the current and prior years and therefore diluted
earnings per share is the same as basic earnings per share
for the periods presented.



20051818
2%
ZHERAERSRE

REFE

HZ2005E12A31HLEE

M REFE
ERER
B
FEERE
HE

HAREEE
120055 12A318 &
2006E1H1H
RA
ZIMERAERSE

REFE

HZE2006FE12831AILEE

MR FE
ERERE
B
TEERE
HE

HE-MBAR FEE380)

HRIREFE
20065 12A318
D%

2N MERRESE

FREFE

At 1st January 2005

Cost

Accumulated depreciation and
impairment losses

Net book value

Year ended 31st December 2005

Opening net book value
Translation differences
Additions

Charge for the year
Disposals

Closing net book value

At 31st December 2005 and
1st January 2006

Cost

Accumulated depreciation and
impairment losses

Net book value

Year ended 31st December 2006

Opening net book value
Translation differences

Additions

Charge for the year

Disposals

Disposal of a subsidiary (Note 38(b))

Closing net book value

At 31st December 2006

Cost

Accumulated depreciation and
impairment losses

Net book value

FE
BREF
Building held
for own use

#
HK$
9,973,489
(5,354,233)

4,619,256

4,619,256
6,456

(394,081)
(353,426)

3,878,205

9,407,223
(5,529,018)

3,878,205

3,878,205
588

(334,169)

(90,780)

3,453,844

9,280,394
(5,826,550)

3,453,844

B R W
ERREMEE
Furniture,
fixtures, office
and computer
equipment
E

HKS

8,955,816

(6,159,019)

2,796,797

2,796,797
8,368
542,279
(566,415)
(91,553)

2,689,476

8,876,737
(6,187,261)

2,689,476

2,689,476
4,806
339,868
(519,857)
(18,714)
(63,720)

2,431,859

8,467,916
(6,036,057)

2,431,859

nE
Motor
vehicles

#
HK$
4,676,919
(3,697,080)

979,839

979,839
21,206
2,000,388
(471,269)
(259,692)

2,270,472

3,753,752
(1,483,280)

2,270,472

2,270,472
4,517

(441,231)

(420,151)

1,413,607

2,000,388

(586,781)

1,413,607

k)
Total

AT
HK$
23,606,224
(15210332)

8,395,892

8,395,892
36,030
2,542,667
(1,431,765)
(704,671)

8,838,153

22,037,712
(13,199,559)

8,838,153

8,838,153
9,911
339,868
(1,295,257)
(18,714)
(574,651)

7,299,310

19,748,698

(12,449,388)

7,299,310

“EERIEA
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#2005E1H18
7%

ZITERRERR

REFE

HE2005E12831HLEE

HAKREFE
2R
KEEHE

HE

HAREFE

2005128318 %

20065E1H1H
5%
2N MERAEFE

REFE

HE2006E12831HILERE

BIREFE
PN

AEERE

HE
HRREFE
Bg‘zoosﬁuﬁ 31H

ZHERBESR

FREFE
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MIN XIN HOLDINGS LIMITED

At 1st January 2005

Cost

Accumulated depreciation and
impairment losses

Net book value

Year ended 31st December 2005

Opening net book value
Additions

Charge for the year
Disposals

Closing net book value

At 31st December 2005 and
1st January 2006

Cost

Accumulated depreciation and
impairment losses

Net book value

Year ended 31st December 2006

Opening net book value
Additions

Charge for the year
Disposals

Closing net book value

At 31st December 2006

Cost

Accumulated depreciation and
impairment losses

Net book value

FiE
BREF
Building held
for own use

ET
HK$
1,186,186
(207,163)

979,023

979,023

(109,653)

869,370

1,186,186
(316,816)

869,370

869,370

(65,411)

803,959

1,186,186

(382,227)

803,959

15 %1
ERREMRE
Furniture,
fixtures, office
and computer
equipment

BT

HK$
2,893,281
(1,519,364)

1,373,917

1,373,917
33,278
(206,082)
(13,601)

1,187,512

2,841,913
(1,654,401)

1,187,512

1,187,512
63,966
(196,923)
(2,648)

1,051,907

2,886,486

(1,834,579)

1,051,907

nE
Motor
vehicles

AT
HK$
2,899,820
(2,622,127)

277,693

277,693
2,000,388
(256,520)
(254,552)

1,767,009

2,000,388
(233,379)

1,767,009

1,767,009

(353,402)

1,413,607

2,000,388

(586,781)

1,413,607

e

Total
BT

HK$
6,979,287
(4,348,654)

2,630,633

2,630,633
2,033,666
(572,255)
(268,153)

3,823,891

6,028,487
(2,204,596)

3,823,891

3,823,891
63,966
(615,736)
(2,648)

3,269,473

6,073,060

(2,803,587)

3,269,473



ATE
B1A18
B (FE38(c))
ATERE

At fair value

At 1st January
Additions (Note 38(c))

Fair value gain

AEBERARNREREYEESHVRE

FEDUT:

hEBEE
SOE LA LA
10FZ50F 84

EENMNGE
10FZ50F 84

Held in Hong Kong
Leases of over 50 years

Leases of between 10 to 50 years

Held outside Hong Kong

Leases of between 10 to 50 years

REVERBIYEEMGER  £—KF
BN AERSEEBER QA REE
HEEFGEBAERAT » 2006512
B3 B AFEREESM -

—BEHBRARREBIFEATFEESRE
4,300 JT(20054F: B #54,118 B T)MNE T
REVMENERZYBE BRGEERE
BitE  LUFAEEHENEBRE -

*5H 348

Group Company
2006 2005 2006 2005
BT B ER #7
HKS HK$ HKS HK$
68,721,326 64,722,163 22,041,326 20,422,163
2,184,642 — 1,569,382 -
5,806,747 3,999,163 4,702,007 1,619,163
76,712,715 68,721,326 28,312,715 22,041,326

The analysis of the Group’s and the Company’s interests in
investment properties at their net book value is as follows:

X&£H ¥ Y|

Group Company
2006 2005 2006 2005
T B ET B
HKS HKS HK$ HK$
12,500,000 11,380,000 = -
30,500,000 29,800,000 — —
33,712,715 27,541,326 28,312,715 22,041,326
76,712,715 68,721,326 28,312,715 22,041,326

The investment properties were revalued based on their
fair values as at 31st December 2006 by independent
professional valuers, namely Savills Valuation and
Professional Services Limited and Vigers Appraisal &
Consulting Limited.

The title deeds in respect of certain investment properties
in Hong Kong with a fair value of HK$43 million (2005:
HKS41.18 million) held by a subsidiary are placed in the
custody of the Office of the Commissioner of Insurance in
Hong Kong pursuant to the relevant regulatory
requirements.

“EERIEA
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AEBRAATHEHEET R TR
FEMRESIETA(E ERAIR - E12006
FN2ANHWEREFEIMOT:

BREFE
ERES
EHDE (o)

HH

HE
HE-WBLF ()

BAREFE
B ARDE

EREAEHE (o)

JINFRBERE
RAEHE

Opening net book value
Translation differences
Reclassification (a)
Amortisation

Disposals

Disposal of a subsidiary (a)

Closing net book value
Less: Amount included
in current assets (a)

Amount included in
non-current assets

HE LR 4 b AR BRE R E D T

W

HEEEE
S0 EFA
105 E50F 4

EEINER

S0 EFA
105 Z50F 4

12 £ 4 AT PR A T

MIN XIN HOLDINGS LIMITED

Held in Hong Kong
Leases of over 50 years

Leases of between 10 to 50 years

Held outside Hong Kong
Leases of over 50 years

Leases of between 10 to 50 years

The Group’s and the Company’s interests in leasehold land

and land use rights represent prepaid operating lease

payments.Their net book value as at 31st December 2006

are analysed below:

xKE
Group

2006

ETL
HK$

86,913,446
433,527

(708,141)

(68,304,388)

18,334,444

18,334,444

2005

&
HKS$

19,114,906

69,275,483
(1,260,812)
(216,131)

86,913,446

(68,285,833)

18,627,613

F48

Company
2006 2005
AT B
HKS HKS
2,835,666 2,843,544
(7,878) (7.878)
2,827,788 2,835,666
2,827,788 2,835,666

The net book value of leasehold land and land use rights

is analysed as follows:

F5H
Group

2006

AT
HKS

4,576,145
12,770,639

316,913
670,747

18,334,444

2005

&
HKS

17,627,200

68,610,175
676,071

86,913,446

F48

Company
2006 2005
AT B
HKS HKS
2,157,041 2,159,595
670,747 676,071
2,827,788 2,835,666



AEEHET R T FERAENRES The cost of the leasehold land and land use rights of the
& #29,624,4887T (20054 : B# Group was HK$29,624,488 (2005: HK$98,527,571).

98,527,5717T) °

(a) WRIEDNAREE-BRIE2ENB (@) The balance represents the land use rights of a parcel

AT BEAFIEHERZEEMR
AR (TBEEATE]) » B2004F1E
HYEBRRREE —REKEE
FEAPESERET Btz it
FERE - AEFCREREEER

of land in Jinan, the PRC, acquired by a former non-
wholly owned subsidiary of the Group, Jinan Pacific
Real Estate Development Co., Ltd. (“Jinan Pacific”), in
its ordinary course of property development and
sales business in 2004. Jinan Pacific was disposed of

KEF(FEFE38(D)) ° by the Group during the year (Note 38(b)).
XAT
Company

2006 2005
BT BT
HKS$ HKS
FLTRE, BEA Unlisted shares, at cost 58,605,032 58,605,032
EXTFHBAR  BE Loans to subsidiaries, interest bearing 79,700,000 92,101,597
EXTFHBAR %8 Loans to subsidiaries, interest free 70,262,809 72,907,235
WMBLARIXE &8 Amounts due from subsidiaries, interest free 22,525,439 23,418,030
AMBABRE RE Amounts due to subsidiaries, interest free (6,711) (543,139)
172,481,537 187,883,723
231,086,569 246,488,755
B R EEE Less: Impairment losses (94,756,314) (87,912,171)
136,330,255 158,576,584
BFHBARNERREXRTZ  URK The loans to and amounts due from / (to) subsidiaries are
Bt 1B A B R SR IE 19 MR 4R R A AR IR unsecured and are not repayable within the next twelve
T-EAREE -HLTFHEBEARNER months. The interest bearing loans to subsidiaries are
ERZRBIREENRMUSERUF charged at a spread over Hong Kong Dollar prime or at

FEEZ10ENEEFEFTE o fixed rates ranging from 6% to 10% per annum.
2005128318 » XEE@—RIH#HE As of 31st December 2005, the Group has provided loans
EMfBARRUERARYE7008 TIE of RMB7 million to a former non-wholly owned subsidiary
AHEHRBES - FHEERAREER R for working capital purposes. The loans are unsecured,
BEAFRRcE  WERERFEEZE -F bearing interest at 6% per annum and repayable on

BERCHRFREE - demand.The loan was repaid during the year.

—REALEEH
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LUTHERBIER2006F12A431BHAK
EENEE  EESEBEEATEN
MEBAT - BREEHBEI  FTEEZR
NEBEBERMD °

ABEH Name of company

EERT Directly held

SEIRRERAR Dorfine Development Limited

RREGREED Fujian Minxin Investment Consultants
BRAFOR Co, Ltd, M@

BEFERERRLT Min Xin (China) Investment Limited

BEERERAF Min Xin Infrastructure Limited

BERBERALA Min Xin Insurance Company Limited

XERRELERAR Ranger Insurance Brokers Limited
e 17 4 1A B A )

MIN XIN HOLDINGS LIMITED

The following list contains the particulars of those
subsidiaries at 31st December 2006 which principally
affected the results, assets or liabilities of the Group.The
class of shares held is ordinary shares unless otherwise
stated.

EEfT
# R R&R F&E
TEHE RAHE Frittés
Place of Particulars Group's TEEH
incorporation of issued and equity Principal
and operations paid up capital interest activities
D WRBREE T 100% NERE
Hong Kong 2 shares Property
of HK$1 each investment
REARKENE AfRA 100% REBBRY
3008 T
The People’s Registered capital Investment
Republic of China HK$3,000,000 consulting services
RBELRS 1RER1ZR 100% REER
British 1 share of US$1 Investment
Virgin Islands holding
RBELES 1RER1ZR 100% REER
British 1 share of US$1 Investment
Virgin Islands holding
BB 55008 K 100% AR
BRE®IT e
Hong Kong 55,000,000 shares Writing of general
of HK$1 each insurance business
BE 60E R 100% REEL
ghREBIT
Hong Kong 600,000 shares Insurance
of HK$1 each brokerage services



AT EH

EERE @
AEBRLT

Thousand Limited

REBRRARLT

mEHE
BREHERRLT

Shining Gold Limited

Wide Exposure
Developments Limited

Name of company

Directly held (Continued)

Take Chance Company Limited

Thousand Limited

Welljet Development Limited

Indirectly held

Min Xin Properties Limited

Shining Gold Limited

Wide Exposure
Developments Limited

(1) FRBEKESTMEBAERZ
NE - BEUWERNR 2RI EEFE
REEBEIRNEAEBEGAREZ

0.14%%%.0.05% °

2 HEAzEZIEDHE

@R
SR
Place of
incorporation
and operations

Hong Kong

REELHS
British
Virgin Islands

Hong Kong

Hong Kong

RERLHS
British
Virgin Islands

REELHS
British
Virgin Islands

BT

RER
BAHE
Particulars

of issued and
paid up capital

WRBREE T
2 shares
of HK$1 each

RERIZET
1 share of US$1

RBREE T
2 shares
of HK$1 each

5008 %
SRE® T
5,000,000 shares
of HK$1 each

RERIZET
1 share of US$1

RERIET
1 share of US$1

F5HE
Fr it
Group's
equity
interest

100%

100%

100%

100%

100%

100%

TEEH
Principal
activities

NERE
Property
investment

REER
Investment
holding

NERE
Property
investment

REER

Investment
holding

REER
Investment
holding

REER
Investment
holding

(1)  Companies not audited by PricewaterhouseCoopers.The

aggregate net assets and turnover attributable to these

companies represent approximately 0.14% and 0.05%

respectively of the Group’s consolidated totals.

(2)  Wholly foreign-owned enterprise in Mainland China

“EERIEA
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FETRE - BAE
BlEEEFE
e RESE

EXRT-HEEHER 0

RERE @

FETREG  BRA

MIN XIN HOLDINGS LIMITED

Unlisted investments, at cost
Share of net assets

Less: Impairment losses

Loan to a jointly controlled
entity (b)

Total investments (a)

Unlisted investments, at cost

AKH
Group

2006

&I
HKS

725,154,380

725,154,380

16,333,670

741,488,050

210,805,040

2005

B
HKS

606,564,298

606,564,298

16,333,670

622,897,968

210,805,040

F4%

Company
2006 2005
AT B
HKS HKS
210,805,000 210,805,000
(5,005,000) (5,005,000)
205,800,000 205,800,000
205,800,000 205,800,000

(@ FTERERAREFERBZREDN (@) The Group’s investments in jointly controlled entities
W are analysed below:
BEFERRT
Xiamen Hith k]
International Bank Others Total
BT BT BT
HKS HKS HKS
20051818 At 1st January 2005 511,720,599 22,518,971 534,239,570
BN ERE Translation difference 5,936,741 348,248 6,284,989
AL BRBL& TR A Share of net profit after tax 69,722,842 3,980,666 73,703,508
ERRE Dividend paid (18,669,000) — (18,669,000)
REEHFHRESEM Increase in investment
revaluation reserve 27,338,901 — 27,338,901
R2005F 128318 K At 31st December 2005 and
200651818 1st January 2006 596,050,083 26,847,885 622,897,968
EHRER Translation difference 19,759,463 754,337 20,513,800
AL BRBL % F R A Share of net profit after tax 94,002,287 5,030,950 99,033,237
2RRE Dividend paid (21,641,915) — (21,641,915)
REEMFEBSEMN Increase in investment
revaluation reserve 20,684,960 — 20,684,960
20065128310 At 31st December 2006 708,854,878 32,633,172 741,488,050
I 155 4 1B A PR 2 )



(b)) WERBEER REREREE
FRHER e

AEERAQATEEEEKEER
FHIRTERR LR ZS & 5%
B WEERERETHESRRITE
FERA (A FE39(a)) ©

UTHERBIEN2006E12A31 BE K
EENEESEEREARTENHRE
HER - HEERE2GHVEIFLITA
e

(b) The loan is unsecured, interest free and has no fixed
repayment terms.

Bank deposits placed by the Group and the Company
with jointly controlled financial institutions in the
normal course of business are included in cash and
bank balances (Note 39(a)).

The following list contains the particulars of those jointly
controlled entities at 31st December 2006 which
principally affected the results or assets of the Group. All
of these entities are unlisted corporates.

LRI ER AR Name of jointly controlled entities

EERE Directly held

EFERET Xiamen International Bank,
REWEAR and its subsidiaries
REREFRAF Fast Rise Investments Limited
RPEBRT Luso International Banking Limited
EEREARAR Setwide Investments Limited
REZRERAR Silver Win Development Limited

#R EBTR AREH
REBHE HRRF HiER
Place of Particulars Group's TEEH
incorporation of issued and effective Principal
and operations paid up capital interest activities
REARANE HHER 3675%  RIRREER
ARB6RET
RB%434389148 T
The People’s Registered capital Banking and
Republic of China RMB600,000,000 and investment holding
HK$434,389,140
BB WEREE T 36.75% NERE
Hong Kong 2 shares Property
of HKS1 each investment
el 308 ARR 34.95% ]I
1568 BRER
P9 %1,0007T
Macau 300,000 Class A Banking
and 15,600 Class B
Shares of
MOP1,000 each
BB WEREE T 36.75% NERE
Hong Kong 2 shares Property
of HKS1 each investment
BB WEREE T 36.75% NERE
Hong Kong 2 shares Property
of HKS1 each investment
e A
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LREHERER

E&HA (R)

REBRERAF

ERERRERRAT

XIB Properties Limited
EERE
HEEBREBRAF

REMERR

BHEBBBILAS

BRAR Y

BHEBEBLESER

BRAR Y
BEEERDLER
BRARW
REEBER
BRAFO

Name of jointly controlled entities

Directly held (Continued)

Wealth Rise Development Limited

Xiamen International Investment Limited

XIB Properties Limited

Indirectly held

Min Faith Investments Limited ©,
and its subsidiaries
Fuzhou Charm Faith Autosystem

Co., Ltd. ™

Fuzhou Charm Faith Instruments
Co., Ltd. ™

Min Faith Instruments Limited

Tianjin Charm Faith Instruments
Co,, Ltd. "

(1) FLEBRERKESTMHBEIEZZ
ANEc BERKEQARZ RN EEFE
RBRBAIGEF I BNEEAEEREH
£8,20.96%8 4.73% °©

12 £ 4 AT PR A T

MIN XIN HOLDINGS LIMITED

R
RIEEHE
Place of
incorporation
and operations

B
Hong Kong

B
Hong Kong

FEED

Liberia

D
Hong Kong

PEARANE

The People’s
Republic of China

PEARANE

The People’s
Republic of China

i
Hong Kong
PEARANE

The People’s
Republic of China

EETR
HRRE
Particulars

of issued and
paid up capital

MmEREE T
2 shares
of HKS1 each

BEREREE I
10,000 shares
of HK$1 each

10008 BR1%E T
1,000 shares
of US$1 each

100R B R E# 1T
100 shares
of HKS1 each

afER
MEBER
Registered capital
USD1,210,000

SfER
WEER
Registered capital
UsD200,000

100RBREH 1T
100 shares
of HKS1 each

EfEx
C0BET
Registered capital
USD600,000

FEEN
HREL
Group's
effective
interest

36.75%

36.75%

36.75%

40%

40%

40%

20.4%

20.4%

TEEH
Principal
activities

NERE
Property
investment

REER
Investment
holding

NERE
Property
investment

REER
Investment
holding

LERHE
HFER
Manufacturing
and distribution of
digital instruments

LERHE
HFER
Manufacturing
and distribution of
digital instruments

REZR
Investment
holding

LERBE
HFER
Manufacturing
and distribution of
digital instruments

(1)  Companies not audited by PricewaterhouseCoopers.The

aggregate net assets and profits before taxation

attributable to these companies represent approximately

0.96% and 4.73% respectively of the Group’s consolidated

totals.
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FLETR®E  FZHAR Unlisted investments, at cost
BEEEFE Share of net assets
BEXFHENT Loans to associates
FLETRR®G  FZHEAR Unlisted investments, at cost

BTHEARZERERBER 28
REREZERE -

UTHEREEN2006F12831BE A
EENEENEEEERTFENHE D
o WEHENTEHRERBFELTL
7 e

BEAT &R Name of associates
EERE Directly held
BEAERMERRRA Fujian Hua Yuan City Construction
BRAFO Environment Protection Co,, Ltd.
I 155 4 1B A PR 2 )

MIN XIN HOLDINGS LIMITED

x5E AAT

Group Company
2006 2005 2006 2005
#ET B ETT B
HKS HK$ HKS HKS

— — 10,069,838 10,069,838
8,510,501 3,645,615 — —

8,510,501 3,645,615 10,069,838 10,069,838

54,759,186 54,699,413 — —

63,269,687 58,345,028 10,069,838 10,069,838

14,515,029 14,515,029

The loans to associates are unsecured, interest free and
have no fixed repayment terms.

The following list contains the particulars of those
associates at 31st December 2006 which principally
affected the results or assets of the Group. All these
associates are unlisted corporates.

R ERTR
HEY BRRAFFE KA

Place of Particulars HRER TEEH
incorporation of issued and Group's Principal
and operations paid up capital effective interest activities
REARLNE R 25% KRR
ARB42067ET RERE
The People’s Registered capital Sewage and
Republic of China RMB42,670,000 waste treatment

services



EERE
Promise Good Limited "% »

REWBAF

BRREARAFY

BEREARAT Y

BEREARAT Y

HERs

*ERBENRER
ﬁl}ﬂ@ﬂ K@

TERBENRER
ﬁl}ﬂ@ﬂ K@

FEREENRER
ﬁl}ﬂ@ﬂ K@

BRERERAR
REKWBAF

SRLRBELRER
ERAFO

120

EEE
Place of
incorporation
Name of associates and operations
Indirectly held
Promise Good Limited &), RERZHES
and its subsidiaries British
Virgin Islands
Nickwell Investments Limited RERZHES
British
Virgin Islands
Raytek Investments Limited RBRZES
British
Virgin Islands
Wise Link Investments Limited RERZHES
British
Virgin Islands
Disposal Group*
*Ningbo Nickwell Highway REARENE
Development Company
Limited M&@ The People’s
Republic of China
*Ningbo Rayter Highway HZEARANE
Development Company
Limited & The People’s
Republic of China
*Ningbo Wise Link Highway hEARENE
Development Company
Limited & The People’s

Republic of China

Vigorous Developments Limited ", RBRZES

and its subsidiary British

Virgin Islands

Maanshan Huan Tung Highway REARENE
Development Limited

The People’s

Republic of China

BETR
BRRFHE
Particulars

of issued and
paid up capital

BRERIZER
10,000 shares
of US$1 each

RERET
1 share
of US$1

RERET
1 share
of US$1

RERET
1 share
of US$1

R
AREB800ET
Registered capital

RMB88,000,000

R
ARB9600ET
Registered capital

RMB96,000,000

R
ARES56008 T
Registered capital

RMB56,000,000

BRERI1ZR
10,000 shares
of US$1 each

R
ARBIMUSET
Registered capital

RMB99,450,000

AEEH
g G4 TEEH
Group's Principal
effective interest activities
40% REER
Investment
holding
40% REER
Investment
holding
40% REER
Investment
holding
40% REER
Investment
holding
26%? BEERE
Infrastructure
26% 2 EERE
Infrastructure
26% 2 BEERE
Infrastructure
30% REER
Investment
holding
21%0 BEERE
Infrastructure
e A
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RO KBRTMBEBEMEZZ
ATE c AEBEMGEEQNTZETE
EFERBRBEIARND HOGERER
REHARE20.58%53.89% ©

(2) FEERZBEWR1998F8 A £EF
BEEE AR SNEERFTA32%
BRFEE20%  BRTEHDHE26%

(3) FE{EFZBEM2000F 1 BRK - £
EEBE AR EERFESR24% B
BREEB18% B TEMBBE21% °

(4)  Promise Good Limited ([PGL]) RER

A HBEHERERBATFELH
BR R (7 7830) > PGLIR20065E12H31H
BEEHBARNEERABIAR

EFHENFERBEERRA °

RESE T BB 0 B B B AS B R D R
BREBEESEER SN ARETRA

Frim sl < B R«

20065 2006

2t Aggregated

FEE ISR Group's attributable
interest

20055 2005

25t Aggregated

AEENELER Group's attributable
interest
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(1)  Companies not audited by PricewaterhouseCoopers.The
Group's share of the aggregate net assets and net profit
before taxation of these companies represent
approximately 0.58% and 3.89% respectively of the Group's
consolidated totals.

(2)  The profit sharing arrangement commenced from August
1998 and the Group's share of the associates’ profit is 32%
for the first five years, 20% for the next five years and 26%
for the remaining years.

(3)  The profit sharing arrangement commenced from January
2000 and the Group's share of the associate’s profit is 24%
for the first five years, 18% for the next five years and 21%
for the remaining years.

(4)  During the year, Promise Good Limited (“PGL") has entered
into an agreement to dispose of these subsidiaries to its
minority shareholder (Note 30).The assets and liabilities of
these subsidiaries have been accounted for as non-current
assets held-for-sale by PGL for the year ended 31st
December 2006.

The financial information of the Group’s associates
extracted from their financial statements prepared in
accordance with the generally accepted accounting
principles in their place of incorporation is as follows:

-3 B RE#i: WA EF| (8518)
Assets Liabilities Equity Revenues  Profit/ (loss)
# ETT #T # #
HK$ HKS HKS HKS HK$

690,029,115 (443,767,097) 246,262,018 63,197,645 27,530,506

169,316,314 (113,368,048) 55,948,266 13,934,629 4,136,738

625010888  (398466,881) 226,544,007 56,520,611 1,225,837

152,613,035  (101,191,845) 51,421,190 12,525,463 (3,587,560)



FREREAT

Group and Company

2006 2005

AT BT

HK$ HKS

Wi A AR Cost of acquisition 355,040,930 355,040,930
RBREERFEESREZ Fair value gain recognised in investment

DNFENE (FE34) revaluation reserve (Note 34) 265,726,792 4,307,620

620,767,722 359,348,550

AHESREEDNAEEEEERE
MEIRODERLDE ([EEE])
108,000,0008% ([ZERER D) 218 E » E
gEA—ERPEEMAIZAR  HR
PREBREBZESFRBFT LM

REBFENEEROUTAEREEL
ABR o R20065F3H8H  FEREN T RIE
PEREFR (RRIAR]D - BFERE
EABRBRESERES ETRBAK °
R A RERE » NEBTIFERRKR D
E12006F48198 (L HE) E L
BESZRZARTSE LT - BZER
PR EBEEREGMETABSEEL
MAHBEF T ZEARRENHR - It
BARIFTEEFTERR  BERELGE
EE8QAE ((RERELGE] BE LR
BEIE(FEFE40(c)

720065128318 » KEBEFERERHD
ZAFEELEGE  BEAENREE
BEARNKMmEAEBRASREEEER
BEN2007F4 848 55T IR E
EREE30BRELERDINEGT
FE40(c)) MAEH - A2006%128318 -
REFBREREZEEROZEREBEAAR
62,3108 T(HHERNE¥62,0808
7t) » REIE2006F 12H31HIEFE -
EREENFESAARN QA FLERS
(BRFRAT) A8%526,1408 JT (2005 F : B
24308 ) ©

The available-for-sale financial assets represent the Group'’s
investment in 108,000,000 shares (“Huaneng Shares”) of
Huaneng Power International, Inc.(“Huaneng”),a company
incorporated in the PRC with shares listed on the stock
exchanges of Shanghai and Hong Kong.

The Huaneng Shares held by the Group were previously
non-circulating legal person shares. On 8th March 2006,
Huaneng announced a share reform proposal (the
“Proposal”) to convert the non-circulating legal person
shares into listed and circulating A-Shares. Following the
implementation of the Proposal, the Huaneng Shares held
by the Group were listed on the A-Share market of the
Shanghai Stock Exchange on 19th April 2006 (the “Listing
Date”). However, the circulation of these shares on the
Shanghai Stock Exchange is subject to a twelve-month
trading restriction from the Listing Date and the granting
of consent for such circulation (Note 40(c)) by the Group’s
substantial shareholder, Fujian Investment & Enterprise
Holdings Corporation (“FIEC").

As at 31st December 2006, the Group has estimated the
fair value of the Huaneng Shares with reference to the
closing bid price of Huaneng’s A-Share and the
consideration for transferring the Group’s holding of 36
million Huaneng Shares to FIEC under a share transfer
agreement entered into by the Group and FIEC on 4th April
2007 (Note 40(c)). The Group's investment in Huaneng
Shares was revalued to RMB623.1 million (equivalent to
approximately HK$620.8 million) as at 31st December 2006
and a fair value gain (before tax) of HK$261.4 million (2005:
HKS4.3 million) was recognised in the investment
revaluation reserve for the year ended 31st December
2006.

“EERIEA
ANNUAL REPORT 2006



FRERFAT

Group and Company

2006 2005

BT BT

HKS$ HKS

ERF-EBEELT Advance to an unrelated company 10,992,875 64,500,000
B OREEE Less: Impairment losses (10,992,875) (7,853,000)
— 56,647,000

FREFRAPEREMNE —EREESI
MDEMRMEIER - BRERARERER
EEMBRFEER - RAFR20015F
MER AR AR  82001F1 8
268 » EBRHASERAQTHZAER
HENEILEHER -

RATEH2001F R E RIS B G L&
WK IFYIZE - 2006518 » REBEK
hEBEEESRARZER (B5k])
FITHABRPESEKAYESE  HE
EAARM7,800BT(HHERNEK
7,7708 7T) ° FA2006F T¥F » KA F
mESKE W EIEEE A R¥S5,5008 T (1H
ERHBE5,3508 T) MFIE - 3R
EMSRZEBHRIE - ZEEIYEIEKR
EHETEMSHERAREBHRE[ SR
R HENSRTHAESRERAE SR
B AERBPINBUZSEBER -

ZEIWENERE (A NEBERE
BHNERTERENE  AFEEAZEER
R FEINREE 188 %53,139,8757T(2005
F © jBH1,403,0000T) - A ZIEER
72006F 12831 HWREFEBD
'%:E o
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The advance was secured by certain units of a building in
Fuzhou, Mainland China.In 2001, the Company took legal
action against the borrower for settlement of the advance
which was not repaid as originally scheduled. On 26th
January 2001, a court order was granted to confirm the
Company’s right to foreclose on the secured units of the
building held as collateral.

The Company has undertaken various steps in order to
realise the property collateral since 2001.In January 2006,
the Group has successfully realised the property collateral
through a public auction executed by the Fujian Provincial
High Court (the “Court”) for a consideration of RMB78
million (equivalent to approximately HK$77.7 million). In
the second half of 2006, the Company received a sum of
RMB55 million (equivalent to approximately HK$53.5
million) from the Court representing partial payment of
the auction proceeds. The remaining proceeds are
currently withheld by the Court in view of certain tax
payables and outstanding claims relating to the property
collateral, which will be settled by the Court out of the
withheld amounts.

In view of the significant uncertainty of the amount and
timing of receiving these proceeds (if any), an additional
impairment loss of HK$3,139,875 (2005: HKS1,403,000) was
made against the advance in the current year reducing the
net carrying value of the advance to nil at 31st December
2006.



FNRAFE
2 m
STABR KRB (7 6(b)

FREREFE
RE - BERFNARR

B HEEE

BRRBEARRK
B REER

BREAXR
B RERR

REBEBR A 2 EEHR—MRE0
RE0RTE - REBEVHRZEERK
HEREREFEAE=FHAER A

BREEABRE -

Opening net book amount
Additions
Amortisation charged to income statement (Note 6(b))

Closing net book amount

Due from agents, brokers and intermediates
Less: Impairment losses

Due from contract holders
Less: Impairment losses

Due from reinsurers
Less: Impairment losses

2006

#T
HKS$

13,445,240
23,624,834
(21,208,693)

15,861,381

2006
ETL
HKS$

15,531,812
(2,581,634)

12,950,178

111,650
(5,371)

106,279

648,555
(537,666)

110,889

13,167,346

F50E
Group
2005

BT
HKS

11,421,587
21,462,512
(19,438,859)

13,445,240

iKE
Group
2005

BT
HKS

14,578,276
(2,581,818)

11,996,458

240,887
(5,371)

235,516

915,747
(537,156)

378,591

12,610,565

The credit period for the majority of insurance receivable
normally ranges from 90 to 120 days. The credit terms of
insurance receivable, including whether guarantees from

third parties are required, are determined by senior

management.

“EERIEA
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DERBZAHR WOT ¢

30/

31Z60H
612908
i 90H

BREARGNRIREL FE)

Within 30 days
31-60 days
61-90 days
Over 90 days

At 31st December 2006, the ageing analysis of insurance

receivable by invoice date was as follows:

2006

BT
HKS$

2,624,286
3,421,417
2,879,494
4,242,149

13,167,346

2006

b5
HKS$

Reinsurers’ share of insurance liabilities (Note 27) 10,337,431

LT R ARBRYE A GTE
23) BREBAXRNFAEERIRENEX

B EENRIE -

BRIEEEEE —SEHNT=EAZ
Uk [ Y 3R I8 78 5 1,805,152 78 (2005 F - B

#£427 9657T) °
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AEE
Group
2005
B
HKS

2,525,094
3,993,562
2,820,574
3,271,335

12,610,565

x50
Group
2005

BT
HKS

10,935,189

Balance above exclude the amounts due from reinsurers

in respect of claims already paid by the Group on the

contracts that are reinsured, which are included in

insurance receivable (Note 23).

Included in the balance is an amount of HK$1,805,152
(2005: HKS427,965) which is expected to be recovered after

twelve months.



HEEERESRS Equity securities held for trading,
REBLH listed in Hong Kong
— M — at market value

HWRERBRITEFEELEETATR R
BETRITZERARYE237,163,376 7T (7
& 8 %5236,268,0847T) (2005512431
H : AR#141,021,9087T » & B #
135,497,3757T) °

REEERBEEERECRE  SHE
EN-RMBARELEEREETOR
7 %1,6008 JT (200512 531 H: B8
1,600E7T) 2 ESBBIRTER &M
B B N4 B 55,220,193 7T (200512
H31H:8#54685767T) Z $RITIEFIA
RERMURBZBEHF A 2E TR
E o

*5H F48

Group Company
2006 2005 2006 2005
#ET B ET B
HKS HKS HK$ HKS
2,819,853 8,706,383 425,853 1,475,278

Included in cash and bank balances are deposits of
RMB237,163,376 (equivalent to HK$236,268,084) placed
with certain banks in Mainland China (37st December 2005:
RMB141,021,908, equivalent to HK$135,497,375).

Pursuant to the requirements from the Office of the
Commissioner of Insurance in Hong Kong, a subsidiary
maintains at all times a portion of its funds, being not less
than HK$16 million (31st December 2005: HKS 16 million),in
bank deposits. The subsidiary has also maintained a bank
deposit of HK$5,220,193 (371st December 2005:
HK$5,468,576) for fulfilling certain requirements under the
Macau Insurance Ordinance.

“EERIEA
ANNUAL REPORT 2006



*5H

Group
2006 2005
#IT BT
HKS HKS
8 Gross
EHRBEY Short term insurance contracts
—CERRERBAAEER — claims reported and loss adjustment expenses 39,323,887 42,967,288
—BREBAESRERE — claims incurred but not reported 13,583,000 14,474,000
52,906,887 57,441,288
—RmBRE — unearned premiums 34,847,724 34,471,324
— RME R G — unexpired risks provision 543,000 720,000
RIGEEEE £8 Total insurance liabilities, gross 88,297,611 92,632,612
FEl B REg ARRIE Recoverable from reinsurers
THRBEY Short term insurance contracts
—CERRERBAAEER — claims reported and loss adjustment expenses (1,805,152) (1,934,743)
—BREBREREE — claims incurred but not reported (5,241,000) (5,532,000)
(7,046,152) (7,466,743)
—RARHRE — unearned premiums (3,291,279) (3,468,446)
BRIEAEGRR Total reinsurers’ share of insurance
BEE8E 18 liabilities (Note 24) (10,337,431) (10,935,189)
B8 Net
THRBEY Short term insurance contracts
—CERRERBAAEER — claims reported and loss adjustment expenses 37,518,735 41,032,545
—BREBREHRE — claims incurred but not reported 8,342,000 8,942,000
45,860,735 49,974,545
—RARHRE — unearned premiums 31,556,445 31,002,878
— KRR RRE — unexpired risks provision 543,000 720,000
RIGETEE 58 Total insurance liabilities, net 77,960,180 81,697,423

CE2ERREER  BLAAREARSEH
EERZHRRAESEINBECHERR
HA R IR R R AR A U [ A9 R -

REESTEHEEFE —EEHNT=@EA
B4 TE R FRIE B 526,982,741 7T (2005
1F : B1508974,3147T) °
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The liabilities for gross claims reported, loss adjustment
expenses and claims incurred but not reported are net of
expected recoveries from salvage and subrogation.

Included in the net insurance liabilities balance is an
amount of HK$26,982,741 (2005: HK$28,974,314) which is
expected to be settled after twelve months.
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Rt AREERERRAS
WEESME  FRAEAR
EREMNBRBERE AU
Bornhuetter-Ferguson (['BFJ)
EIBHE o

ENREBRENBRBERZE
RAELRERREATER
RARRRERA - BFE AKX
BRATERLRESER
ERERLRER - BREE
ARBOHNERFE - B
AERACSAIRERENE
RBRE WRELETAE
BHER  RRBESEN
HE A ZEEEREZBG
BENAS  BERBRRRE
BERUREFBERAIER
BRIl R - REEMEMNM
N2 ERANEREE
= IMET AR ESER
LIEBRRE -

The Group uses several statistical methods to
incorporate the various assumptions made in
order to estimate the ultimate cost of claims.
The choice of selected results for each accident
year of each class of business depends on an
assessment of the technique that has been
most appropriate to observed historical
developments. In certain instances, different
techniques or combination of techniques have
been selected for individual accident years or
groups of accident years within the same class
of business.

In estimating the claims liabilities of the
Group’s motor insurance portfolio, the paid and
incurred loss development methods
supplemented by the Bornhuetter-Ferguson
(“BF”") method are applied.

The paid and incurred loss development
methods use historical patterns of claim to
project the ultimate cost of the claims,and the
BF method relies on a gradual transition from
an estimated loss ratio to an experience-rated
development. BF method is applied to the
more recent accident years, for which the paid
and incurred loss development methods may
yield less accurate results. The industry wide
trends in the claims costs, direct and
reinsurance premium rates and underwriting
profitability for the motor insurance business
in Hong Kong are also considered in the
ultimate claims liabilities estimation. The
estimation of the premium liabilities is made
by reference to the projected ultimate loss
ratios, which is the estimated ultimate claims
liability divided by the earned premium.

“EERIEA
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For other class of insurance portfolio of the
Group, the incurred loss development methods
supplement with the earned premium and
average incurred loss year development are
used to project the estimated ultimate loss
ratio.

The reasonableness of the estimation process
is tested by an analysis of sensitivity around
several difference scenarios.The change in the
monetary awards granted for bodily injury
suffered and also the employers'liability claims
is the most critical to the assumptions used to
estimate the liabilities for these insurance
contracts.

The Group believes that the liability for these
claims carried at the year-end is adequate.
However, an increase of 10% in the cost of these
claims would require the recognition of an
additional loss of approximately HK$4.6 million
(2005: HKS5 million) net of reinsurance.

The impact on the profit before tax described
above does not take into account of changes
in other variables, as they are considered to be
less material. Such an assessment and the
relative materiality of individual variables may
change in the future.



BR TEATHERBES - R
EENBRAFEEML R
AEEEENENREHS
B TROWEFMBEAXE
BRNE -—SWFEMTARR

\

NS

B TROT ¥R R
BEABTEZEEERGRNE
%‘Eo

RIBAEE — BH
EHEE Accident year
T BARERA Estimate of ultimate claims costs
—EHEE — atend of accident year
——E# — one year later
- &% — two years later
—ZE# — three years later
—mEE — four years later
S EEEBEH Current estimate of

cumulative claims
BSRGHIR Cumulative payment to date
TEERMS Liability in respect of prior years

2002

HKS

39,231,672
30,692,265
33,192,211
28,470,914
27,663,093

27,663,093
(26,819,786

843,307

In addition to scenario testing, the

development of insurance liabilities provides

a measure of the Group’s ability to estimate the

ultimate value of claims. The top half of the

table below illustrates how the Group’s

estimate of total claims outstanding for each

accident year has changed at successive year-

ends. The bottom half of the table reconciles

the cumulative claims to the amount appearing

in the balance sheet.

Insurance claims — gross

2003
B
HKS

28,139,145
18,565,542
18,418,173
16,504,740

16,504,740

(13,534,946

2,969,794

2004
BT
HKS

31,829,763
20,834,578
20,985,804

20,985,804
(13,819,950)

7,165,854

2005 2006 % Total
BT AT BT
HKS HKS HKS

36,006430 29,854,349
21,551,670

27,551,670 29,854,349 122,559,656

(11,759,408)  (5,735355) (71,669,445)

15792262 24118994 50,890,211

2,016,676

52,906,887
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NOTES TO THE FINANCIAL STATEMENTS

27 DRERG A R AR B E ()

(a) 30 7 B DR B 5 A0 RO 1R

27

INSURANCE CONTRACTS AND
REINSURANCE ASSETS (Continued)

(a) Assumptions on short term non-life insurance

(%) contracts (Continued)

(ii) BIEPE S BT — 1R B R i 18 (ii) Sensitivity analysis — sensitivity of insurance
JRE 1 Bk P R A% (4 and claims development tables (Continued)
{RIGEE(E — iBEE Insurance claims — net
BENEE Accident year 2002 2003 2004 2005 2006 A4 Total

BT BT BT BT B BT
HKS HKS HKS HKS HKS HKS
A RAEERA Estimate of ultimate claims costs
—EHER — atend of accident year 30,481,045 21945834 23948,054 28,880,147 24,420,895
——E# — one year later 26,286,975 16,881,669 18,717,066 25,613,931
—ZEf# — two years later 25614643 16948000 18,695,107
—ZEf# — three years later 21402272 15,034,657
—mER — four years later 20,644,451
ZHBEEMMET Current estimate of
cumulative claims 20,644,451 15,034,657 18,695,107 25,613,931 24,420,895 104,409,041
BSEIHAR Cumulative payment to date (19.826264)  (12,064,863)  (11,629,753)  (11,321,669) (5,542,901 (60,385,450)
818,187 2,969,794 7,065,354 14,292,262 18,877,994 44,023,591
TFEER Liability in respect of prior years 1,837,144
45,860,735

AEERLBFREEHHN
ETHEPRBERIT L —&
BN RER °
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The Group has in place a series of effective

reinsurance covers on a number of short-term

insurance products that have remained

unchanged in recent years.
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NOTES TO THE FINANCIAL STATEMENTS

27 R EANBREEE () 27 INSURANCE CONTRACTS AND
REINSURANCE ASSETS (Continued)

(b) PR B G 40 B TR B Y 2 A (b) Movement in insurance contracts and
reinsurance assets

(i)  FEFtE B4R K 2 (i)  Claims and loss adjustment expenses
2006 2005
EH BRIR B8 £ BRE BE
Gross Reinsurance Net Gross  Reinsurance Net
ET ET #T B BT B
HKS HKS HKS HKS HKS HKS
E2REE Notified claims 42,967,288  (1,934,743) 41,032,545 46515644  (5654235) 40,861,409
BREERER Incurred but not reported 14,474,000 (5,532,000) 8,942,000 14,378,000  (7,163,000) 7,215,000
R1A1H At 1st January 57,441,288 (7,466,743) 49,974,545 60,893,644 (12,817,235) 48,076,409
ERNBSEAMNEE  Cash paid for claims
settled during the year (19,951,512) 30,781 (19,920,731) (20,568,180) 4,088,309 (16,479,871)
B/ (BD) Increase/(decrease) in liabilities
—EFEERE — arising from current year claims 16,089,675 (10,780) 16,078,895 21,478,430  (1,540,283) 19,938,147
—AEELERE — arising from prior year claims 218,436 109,590 328,026  (4458606) 1,171466  (3,287,140)
—BREBRER — arising from incurred
but not reported (891,000) 291,000 (600,000) 96,000 1,631,000 1,727,000
®12A318 At 31st December 52,906,887 (7,046,152) 45,860,735 57,441,288  (7,466,743) 49,974,545
EE2HRER Notified claims 39,323,887 (1,805,152) 37,518,735 42,967,288  (1,934,743) 41,032,545
BREBRER Incurred but not reported 13,583,000 (5,241,000) 8,342,000 14,474,000  (5532,000) 8,942,000
®12A318 At 31st December 52,906,887 (7,046,152) 45,860,735 57,441,288  (7,466,743) 49,974,545

“RENEA
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WA At Tst January
EREM Increase during the year
FR&RK Release during the year
®12A318 At 31st December
KBRS EREE

MA1A At 1st January

Engk Release during the year
®12A318 At 31st December
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The movement for the year are summarised

below.

Provision for unearned premiums

2006

£8 BRR&
Gross Reinsurance
&L BT
HK$ HK$

FH
Net
BT
HKS

34,471,324  (3,468,446) 31,002,878
34,847,724  (3,291,279) 31,556,445

(34,471,324) 3,468,446 (31,002,878)

34,847,724  (3,291,279) 31,556,445

2
Gross
B

HKS

31,086,631

34,399,447
(31,014,754)

34,471,324

2005
BRR
Reinsurance
B
HKS

(4,314,027)
(3,468,446

4,314,027

(3,468,446)

Provision for unexpired risks

2006

£8 BRI
Gross Reinsurance
BT BT
HK$ HKS
720,000 -
(177,000) -
543,000 -

#
Net
&I
HK$

720,000
(177,000)

543,000

i#

Gross

BT
HKS

3,115,000

(2,395,000)

720,000

2005
BB

Reinsurance

&
HKS

B8
Net
B
HKS

26,772,604
30,931,001

(26,700,727)

31,002,878

8
Net

BT
HKS

3,115,000
(2,395,000)

720,000

Provisions for unearned premiums represent the
liability for short-term insurance contracts for
which the Group’s obligations are not expired at
year-end.The unexpired risk provision relates to
the insurance contracts for which the Group
expects to pay claims in excess of the related
unearned premium provision.
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DWORBEHE AT -

308/ Within 30 days
31260H 31-60 days
61£90H 61-90 days
18 90A Over 90 days

720065F 128310 » #ErEREEMAE
EFXrZERREERECENREAAR
¥1,0058 TT(HHE R EH1,898& )
LREAREE  RERENRERIE
2 DAREER2005F KB ERE R DR
EWEARE GFE20) -

REERE  AEBEXZBEEEBEX

IF o

720055128310 » AEER—BERQ
Al » Promise Good Limited ([ PGL]) Y EX
—BHEERARE1500BTHIRE 1
AHEHHERTERL 2 KE QKK
B o JA20065F3 8 » PGLEAZBIEE RS
SHEUARE7,000B THREBHER
BB AKRKRE FE19) - REAFE
Ao AEER PGLUEIZERARY
3,000 st W RE/NFRIE © 542006512 A 31
B AEBEFENWRFHIEARY4,500
BLARENEARPGLEREBHARDTF
BEFPGL °

At 31st December 2006, the ageing analysis of the
insurance payable by invoice date was as follows:

iKE

Group
2006 2005
#E B
HKS HK$
942,046 1,454,968
1,294,162 1,477,788
951,741 995,139
1,529,089 1,709,637
4,717,038 5,637,532

As at 31st December 2006, the balance included an
amount payable to the Group’s substantial shareholder,
FIEC, of RMB19.05 million (equivalent to approximately
HK$18.98 million). The amount is unsecured, interest free
and repayable on demand and represents the
consideration payable by the Group for acquiring the
investment in Huaneng Shares (Note 20) in 2005.

Subsequent to the balance sheet date, the amount was
fully repaid by the Group.

As at 31st December 2005, the Company received a deposit
of RMB15 million from a potential buyer on behalf of an
associate, Promise Good Limited (“PGL"), in relation to its
contemplated disposal of the toll road investments in
Mainland China. In March 2006, PGL has executed an
agreement with the potential buyer to dispose of the toll
road investments at RMB70 million (Note 19). During the
year, the Company has received an additional sum of
RMB30 million from the buyer on behalf of PGL. The
aggregate sum of RMB45 million held by the Company as
at 31st December 2006 is interest-free and repayable by
the Company to PGL on the latter’s demand.

“EERIEA
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RHRBERDAEE -—BRFE2ENBEA The short term advances represented loans borrowed by
AEEALEZER  OT: a former non-wholly owned subsidiary of the Group, Jinan
Pacific, as follows:

FEE
Group
2006 2005
BT BT
HKS$ HKS
HOERRZEH (a) Loans from a minority shareholder (a) = 8,638,427
FE=EZER W) Loans from third parties (b) = 18,753,592
— 27,392,019
(@) ERUAR¥BASEN REEAR (@)  The loans were denominated in RMB and were advanced

BEezf - WEEREEIER - AR
ERIFEE  FSRFRRERTH -
FEBHEEARBRAFF 2 ERE
BT B®R LM E R (FE380))

(b)) EFRUAR¥EAEN BWEHRERA (b)

IS MEBIRME UBA—IE L
2T AE - hEEREEIKIF
ARERIFEE  FIBREF=E5202E
Z6EFTE - AR¥1,700BTZERE
REREE  BEXBENEAEEDR
EHRBERAT 2 ERZETHEER
(FEFE38(b)) °

for working capital requirements. They were unsecured,
repayable on demand and interest bearing at 6% per
annum. The loans were derecognised as a result of the
Group's disposal of its interests in Jinan Pacific (Note 38(b)).

The loans were denominated in RMB and were advanced
from two non-financial institutions in Mainland China for
financing the acquisition of the land use rights of a parcel
of land.The loans were unsecured, repayable on demand
and interest bearing at 5.22% to 6% per annum. A sum of
RMB17 million was repaid during the year and the
remaining balance was derecognised as a result of the
Group's disposal of its interests in Jinan Pacific (Note 38(b)).

FEEREXAT

Group and Company
2006 2005
ET B
HKS HKS
RITER BEA Bank loans, secured 63,874,407 119,707,082

wBEREBEERAZ Less: Amounts due within one year included
—FREBHFE under current liabilities (15,945,478) (23,896,784)
47,928,929 95,810,298
I 155 4 1B A PR 2 )
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RITEFRUBLASEN  WUREEH
h—IEY ¥ (BIEHEE T EHD) G4
Ri6) B - ZWZEMR20065F 128 31
HZREFEABY1,3978 T 2005F
12A31H : B#%1,4438 ) °

RITERZHPBEAOT:

These bank loans were denominated in Hong Kong Dollars
and secured by one of the properties (including the
leasehold land component) (Notes 14 and 16) of the Group
with a net book value of HK$13.97 million as at 31st
December 2006 (31st December 2005: HKS 14.43 million).

The maturity profile of the bank loans is as follows:

FEERFAT

Group and Company
2006 2005
T B
HK$ HKS
E-FR Within 1 year 15,945,478 23,896,784
HR—EERWER More than 1 year but within 2 years 15,960,327 23,917,789
ZIRMEEREER More than 2 years but within 5 years 31,968,602 71,892,509
63,874,407 119,707,082

RITERFERERBRITEAEFEME
EME REEENEBRFNERRSS
E o

REERE  AATCEBEEEZER
TEFR U#HS —FMV|ITRIUEE
18,000E T =FEZBRERER - 1F
AREERFEARNMBRIN—KEESH
BRECERE GMN BXRRERAD
7 ((REEHMN]) NWMEEENRE T
FE40(a)  REMRBESBEMN - 28
FRITERULAEERNRITERBE
700E T ~ 120065 12831 A BREIEE
BHASIIBTNE TYE BEHEEL
I RAQAFME AR (BEHE
BRQATRBEEEM NREERLKR -

The bank loans were bearing interest at a spread over
Hong Kong Interbank Offered Rate and the effective
interest rate at the balance sheet date was 5.5% per
annum.

Subsequent to the balance sheet date, the Company has
fully repaid these bank loans and drawn down a three-year
floating rate loan of HK$180 million from another bank for
financing the property project of Minxin (Suzhou) Property
Development Co., Ltd. (“Minxin Suzhou”), a wholly-owned
foreign investment enterprise of the Group registered in
Mainland China (Note 40(a)), and other working capital
purposes.The new bank loan is secured by the Group's
bank deposit of HK$7 million, certain properties (including
the leasehold land component) with a book value of
HK$48.37 million as at 31st December 2006 and share
mortgages of the Company'’s subsidiaries, namely Min Xin
Properties Limited and Minxin Suzhou.

“EERIEA
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EEHRERAEELINEREERRE R
BB 2B E17.5% Q0056 : 17.5%) K &
B A i B 08 2 B R 33% (20054 © 33%)
E28RE  ERLTEANEERH
BEEHENBKEERE  mELRHR
BRI RE—MBIHEE - B A S IELERT
SHEEMELEMSHABEEEIRE -

Deferred taxation is calculated in full on temporary
differences under the liability method using a taxation rate
of 17.5% (2005: 17.5%) for Hong Kong taxation and 33%
(2005: 33%) for Mainland China taxation. Deferred income
tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against
current tax liabilities and when the deferred income taxes
relate to the same fiscal authority.

EBIERBEEE (BB 22BUT : The movement on the deferred tax assets / (liabilities)
account is as follows:
A 5E AT
Group Company
2006 2005 2006 2005
BT BT BT BT
HKS HKS HKS$ HKS
W1A1R At 1st January 351,093 (311,731) — —
EAREERZE B/ Deferred taxation (charged) / credited
R ELESE to current year income statement (2,568,007) 670,066 (2,281,708) —
ERETREREBESNR Deferred taxation charged directly to
ZIEEBIE investment revaluation reserve (26,572,679) — (26,572,679) —
EREH Exchange differences = (7.,242) = —
M128318 At 31st December (28,789,593) 351,093 (28,854,387) —

BELEFESHEEREEBER KRR A
BBARRERT RN EEMMATEE S
FRIB/ERER - 20065128318 » &"&
BE M RERFIBLEY13,1008 T
(005 : #)E%511,400% JT) 7] 45 8 LA
IKEH AR REZRFUA o LERIBIW IR
Hy o

I8 5 4 A PR A ]
MIN XIN HOLDINGS LIMITED

Deferred income tax assets are recognised for tax losses
carried forward to the extent that realisation of the related
tax benefit through future taxable profits is probable. At
31st December 2006, the Group has estimated
unrecognised tax losses of approximately HK$131 million
(2005: approximately HKS114 million) to carry forward
against future taxable income. These tax losses have no
expiry date.
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EEREHEE
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ELREHAR
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— B 12f8 B AT
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MIN XIN HOLDINGS LIMITED

At 1st January

Charged / (credited) to income statement

At 31st December

At 1st January

Charged / (credited) to income statement

At 31st December

hits

Tax losses
2006 2005
ET BT
HKS$ HKS
(2,533,287) (2,046,127)
536,241 (487,160)
(1,997,046) (2,533,287)

#iE

Tax losses
2006 2005
BT BT
HKS HKS
(433,020) (253,508)
56,819 (179,512)
(376,201) (433,020)

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to set off currentincome
tax assets against current income tax liabilities and when
the deferred income taxes relate to the same fiscal
authority. The following amount, determined after

appropriate offsetting, is shown in the consolidated
balance sheet:

Deferred income tax assets
— To be recovered after 12 months
— To be recovered within 12 months

Deferred income tax liabilities
— To be settled after 12 months
— To be settled within 12 months

x40
Group
2006

ETL
HK$

508,997
17,428
526,425
(29,472,705)
156,687
(29,316,018)

(28,789,593)

2005

&
HKS$

500,178
49,737

549,915

(198,822)

(198,822)

351,093

AAT
Company
2006 2005

AT B
HKS HKS

(28,854,387) —

(28,854,387) -

(28,854,387) —
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2006 2005

Ri&E #iT RigAH BT
No. of shares HKS No. of shares HKS
EERE Authorised
EBEREREE T Ordinary shares of HK$1 each 800,000,000 800,000,000 800,000,000 800,000,000
EiEk CBTR Ordinary shares, issued
HERE and fully paid
EEREREE T Ordinary shares of HK$1 each 459,428,656 459,428,656 459,428,656 459,428,656
EERFEABRUM T KSR The holders of ordinary shares are entitled to receive
RE > WERRSZFLHREBRE— dividends as declared from time to time and are
ENRERE - TEEERRKROLH AR entitled to one vote per share at shareholders’
REAFGEERERSRER - meetings. All ordinary shares rank equally with
regard to the Company’s residual assets.
BHREREABEOFES The application of the share premium account
WER > 2RIZEB(AAMRF and the capital redemption reserve is governed
) 55 48B1R [ S8 49HR FT 3 by Sections 48B and 49H respectively of the
= Hong Kong Companies Ordinance.
EEREENEEBERE R The statutory reserve is set aside from retained
MR AERE A BIAR E M 8 earnings in accordance with the relevant
REENBE 2 FEES - statutory requirements in Mainland China and
Macau.
EBRRESDRRBEFR The general reserve is transferred from retained
HIE—RAZ - earnings and is available for general use.

I8 5 4 A PR A ]
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The capital reserve comprises the following:

— goodwill and the excess of the Group's
interest in the net fair value of acquiree’s
identifiable assets, liabilities and
contingent liabilities over cost arising
from consolidation of subsidiaries and
associates acquired prior to 1st January
2001; and

—  capitalisation of reserves for the purpose
of increasing the share capital of a jointly
controlled entity and its subsidiaries in
previous years.

The investment revaluation reserve comprises
the cumulative net change in the fair value of
available-for-sale financial assets (less related
deferred tax credit / charge) held by the
Company and a jointly controlled entity at the
balance sheet date and is dealt with in
accordance with the accounting policy set out
in Note 2.10.

The exchange translation reserve comprises all
foreign exchange differences arising from the
translation of the financial statements of
foreign subsidiaries, associates and jointly
controlled entities into the reporting currency
of the Company. The reserve is dealt with in
accordance with the accounting policy set out
in Note 2.6.
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At 31st December 2005, a former non-wholly owned
subsidiary of the Group, Jinan Pacific, had outstanding
guarantees of RMB787,500 (equivalent to HK$756,650)
granted in favour of the banks which provided mortgage
loan facilities to buyers to acquire properties in Mainland
China from it. As at 31st December 2006, the Group was
no longer exposed to these guarantee contracts as a result
of its disposal of Jinan Pacific.

A 5E AT
Group Company
2006 2005 2006 2005
& Er BT BT
HK$ HKS HK$ HKS
DENEREE Contracted but not provided for 165,164 159,295 165,164 159,295
RIALMEBEIE  The Group’s share of capital
HEZHERZ commitments of the jointly
BEREENT: controlled entities not included
above is as follows:
ERENERBE Contracted but not provided for 35,711 2,424,381
) £ 4 AT PR )
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On 12th December 2006, the Group’s jointly
controlled entity, Xiamen International Bank (“XIB")
(Note 18), entered into a share transfer agreement
(“Share Transfer Agreement”) with a company set up
by seven employees of XIB (the “Buyer”), whereby XIB
agreed to transfer its 10% equity interest in an
unlisted company at a consideration of RMB92.37
million.The completion of the transfer was subject
to certain terms and conditions as specified in the
Share Transfer Agreement and as of 31st December
2006, not all the terms and conditions necessary for
the completion of the Share Transfer Agreement had
been satisfied. Accordingly, the transaction was not
recognised as a sale and the consideration received
from the Buyer of RMB92.37 million was recorded as
other payable in XIB's balance sheet as of 31st
December 2006. Pursuant to a board resolution
dated 23rd March 2007, the Board of XIB decided to
rescind the Share Transfer Agreement and a
cancellation agreement was signed with the Buyer
on 28th March 2007.The consideration of RMB92.37
million was repaid to the Buyer on 29th March 2007.

XIB’s interest in the abovementioned unlisted
company was valued by Fujian Huaxing Certified
Public Accountants Ltd. in Mainland China at
RMB226.84 million as of 31st December 2006.
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At 31st December 2006, the Group and the Company
had future aggregate minimum lease payments
payable under non-cancellable operating leases as

follows:
A% AAT

Group Company
2006 2005 2006 2005
T B AT B
HK$ HKS HKS HKS
316,255 603,709 252,000 1,474,560
90,000 208,255 90,000 144,000
406,255 811,964 342,000 1,618,560

At 31st December 2006, the Group had future
aggregate minimum lease payments receivable
under non-cancellable operating leases as follows:

50 FA8

Group Company
2006 2005 2006 2005
ET B AT B
HK$ HKS HKS HKS
5,400,640 4,593,143 2,335,640 2,112,142
6,509,415 3,612,941 1,311,915 3,517,941
11,910,055 8,206,084 3,647,555 5,630,083

The lease terms for business and residential
properties leased out by the Group range from one
to five years and with fixed rentals throughout the
lease periods.
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Profit before taxation
Adjustments for:
Share of results of jointly controlled entities
Share of results of associates
Fair value gains on revaluation of
investment properties
Fairvalue gains on listed equity securities
measured at fair value through profit or loss
Impairmentloss onloan receivable
Depreciationand amortisation
Gain on disposal of a subsidiary (b)
Loss on disposal of property, plant and equipment
Dividend incomefrom available-for-sale
financial assets
Dividend income from listed equity
securities held for trading
Interestincome from unlisted held-to-maturity
debt securities
Interestincome from bank deposits
Otherincome ()
Interestexpenses
Net exchange gains
Changes in working capital:
Decreasein land acquisition deposit
Increasein land use rights
Increase in deferred acquisition costs
(Increase)/ decrease ininsurance receivable
Decreasein reinsurance assets
Decrease/ (increase) in other debtors
Decrease/ (increase) in prepayments and deposits
Decreaseininsurance contracts
Decreaseininsurance payable
Increase/ (decrease) in other creditors
andaccruals
Increasein deposits received
Exchange difference

Net cash inflow / (outflow) from operations

2006 2005

#T #7
HK$ HKS
106,417,858 56,652,195
(99,033,237) (73,703,508)
(4,136,738) 3,587,560
(5,806,747) (3999,163)
(922,826) (313,847)
3,226,587 1,403,000
2,003,398 2,692,577
(1,979,110) (3469,525)
17,778 29,157
(14,805,874) —
(79,969) (279413)
(124,881) (292,083)
(9,772,633) (7,110,028)
(1,520,616) —
8,068,101 3526918
(5,646,752) (2,831,045)
= 67,698,295
= (68,285,833)
(2,/416,141) (2,023,653)
(556,781) 6,271,988
597,758 6,196,073
142,397 (75,256)
266,776 (419,660)
(4,335,001) (2/462,663)
(920,494) (2975713)
12,933,496 (4,369,780)
29,847,896 14,449,848
927,096 (120,700)
12,391,341 (10,224,259)
“EERIEA
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NOTES TO THE FINANCIAL STATEMENTS
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(b) Mg A

38 NOTES TO THE CONSOLIDATED CASH

FLOW STATEMENT (Continued)

(b) Sale of a subsidiary

2006 2005
BT B
HKS$ HKS
RE Consideration 9,746,217 —
ERREHAE Transaction costs paid (830,100) (30,000)
8,916,117 (30,000)
W HEZEE/(BEFE Less: Net assets / (liabilities) disposed of
M - BBRRE HEY Property, plant and equipment (Note 14) 574,651 —
TR #E6) Land use rights (Note 16) 68,304,388 —
Hit R Other debtors 1,531,795 —
BRkES Prepayment and deposits 24,410 —
HeRBITEE Cash and bank balances 165,659 —
HinE IR RESER Other creditors and accruals (6,123,187) —
ySEEAETY Short term advances (43,225,627) —
RN Taxation payable = (3,499,525)
21,252,089 (3,499,525)
W OBRRER Less: Minority interests (13,307,226) —
n:HERRENENEREES  Add: Exchange translation reserve
released on disposal 1,007,856 —
HEKS Gain on disposal 1,979,110 3,469,525
HEZRERN/(RE)FE Net cash inflow / (outflow) on disposal
ReNE Cash consideration 9,746,217 —
EREEEEES Transaction costs paid (830,100) (30,000)
8,916,117 (30,000)
HEMBLARZRER Cash and cash equivalents in
ReZEYD subsidiary disposed of (165,659) —
8,750,458 (30,000)
A5 AR A R A ]

MIN XIN HOLDINGS LIMITED



(i)

MA2006F2H 168 » AEEEE
—BYE=ZFFTLHE W
EEREBEEAFEFNEE
51%KE > REREAAR
1,008 (HBERN B
9708 t) - EREAHEESFE
BB FE SN HER
FREELETK  BERE
FHA20065F6 AT - B E
20065F12A31HLFE » K
SETHETH AR NS
B 98B T (FFES) ©

20055 AEBEE-FY
B=HTLERE HEHE
—k2EMBLRANEIE
W RITENBATRSE
MESEER  HRUEF
ECEAETER - REEAR
B ZE2005F12A31BILEE
BRAHEWRSBE47E T
(FTFE5) o

REAFEER  KATWBAFES
AR#¥1,560,000T (S5EHBH
1,520,6167T) WE TIREWSE - U
REBRATFE-—BFEANRE
fHE -

(i)

On 16th February 2006, the Group entered into
an agreement to dispose of its entire 51%
equity interest in Jinan Pacific to an
independent third party for a cash
consideration of RMB10.1 million (equivalent
to approximately HK$9.7 million). The disposal
was subject to the completion of the relevant
governmental and regulatory approval process,
which was completed in June 2006. A gain of
HKS$1.98 million (Note 5) was recognised by the
Group upon the completion of the disposal for
the year ended 31st December 2006.

In 2005, the Group disposed of its entire
interests in a non-wholly owned subsidiary
which was engaged in property management
business but has become inactive in prior years
to a third party. A gain of HK$3.47 million (Note
5) was recognised by the Group for the year
ended 31st December 2005.

During the year, the Company received certain

investment properties with a fair value of
RMB1,560,000 (equivalent to HK$1,520,616) in lieu
of cash compensation in the settlement of a dispute

brought forward from previous years.
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For the purposes of these consolidation financial
statements, parties are considered to be related to the
Group if the Group has the ability, directly or indirectly, to
control the party or exercise significant influence over the
party in making financial and operating decisions, or vice
versa, or where the Group and the party are subject to
common control or common significant influence. Related
parties may be individuals (being members of key
management personnel, significant shareholders and / or
their close family members) or other entities and include
entities which are under the significant influence of related
parties of the Group where those parties are individuals.

In addition to those disclosed elsewhere in the financial
statements, significant related party transactions which
were carried out in the normal course of the Group's
business are as follows:

(@) Asof 31st December 2006, the Group had deposits
with jointly controlled financial institutions totalling
HK$181,254,333 (2005: HKS159,350,297).The deposits
carry interest at normal commercial rates and have
generated interest income of HK$4,095,769 (2005:
HK$4,367,153) to the Group for the year.

(b) Gross insurance premium less commission paid
totalling HK$3,492,665 (2005: HKS3,363,660) was
derived from business referred to a subsidiary by a
jointly controlled entity during the year. Those
insurance policies underwritten by the Group were
contracted at prices and terms not less favourable
than those contracted with other third party
customers of the Group.

(c)  Anamount of HK$1,880,000 (2005: HKS 1,880,000) was
paid to Vigour Fine Company Limited (“Vigour Fine”),
a substantial shareholder of the Company, for the
provision of certain management services which
include the provision of directors to the board of
directors of the Company pursuant to a management
agreement.
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(e)

During the year, the Company obtained a three-year
term loan of HK$117,000,000 from Vigour Fine for
purposes of bidding the equity interests of two
companies registered in Mainland China in a public
auction. These two companies were principally
engaged in property development and sale and were
controlled by FIEC. The loan was fully repaid
subsequently during the year following the
unsuccessful bidding by the Company in the public
auction. Interest and arrangement fees amounted to
HK$332,440 were paid by the Company to Vigour
Fine for the year.

Key management personnel

The senior executives’emolument for the year ended

NRANBLEFEZ2MEWT: 31st December 2006 and 2005 are detailed as
follows:
2006 2005
BT BT
HKS$ HKS
k3 Fees 982,219 681,575
HE EEREMEE Salaries, housing and other allowances,

RENFS and benefits in kind 6,458,032 6,763,283
BINBR BT Contributions to retirement benefit scheme 72,000 72,000
%% Bonus 2,430,000 2,355,000

9,942,251 9,871,858
— BRI
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In addition to those disclosed elsewhere in the financial
statements, a summary of significant post balance sheet
date events are disclosed as follows:

(@)  On 19th January 2007, the Group successfully bid for
a piece of land use right in Suzhou City, Jiangsu
Province, PRC (the “Land”) through public auction for
a consideration of RMB285 million (equivalent to
approximately HK$283.9 million).The Land can be
developed for residential use.

The Group has set up a wholly-owned foreign
investment enterprise, Minxin Suzhou, with a
registered capital of HK$200 million in Suzhou City,
to undertake the property development project. As
at the date of this report, the Group has fully paid
the consideration of the Land to the Suzhou Bureau
of Land and Resources (Note 32).

(b)  On 16th March 2007, the National People’s Congress
approved the Corporate Income Tax Law of the
People’s Republic of China (the new “CIT Law”). The
new CIT Law changes the corporate income tax rate
to 25% with effect from 1st January 2008.The new
CIT Law also provides for preferential tax rates, tax
incentives for prescribed industries and activities,
grandfathering provisions as well as determination
of taxable profit. As at the date that these financial
statements are approved for issue, detailed measures
concerning these items has yet to be issued by the
State Council.The Group will continue to assess and
monitor the potential impact of these changes to the
Group’s financial position as more detailed
regulations are announced.



200738290 - EEBREDLHE
BAAEE  RRREELAEER
HEHE3 6008 RERRMD ([ZE
E)FREERECENHIET &
BRECESERENEEIFE
BERMDN LBRER B EHRE
(3E7820) - A2007F4 848 » &N&E
EHEERRECERTREEES
B (ZeR)) HEZEE - RIEZ
2R AEEEUBREREBEARYE
14,7248 FBERNBE14,8748
TEEZEETERERELE
W EEZEER2006F381HESE
ERTEAE AHEEEFEGM
(EERZER) WREELRE -
ERMNTERAST EPEE BIR
RALAE - MBRIE LI ER AL LT
B HESENRREN KSR
HEBH -

On 29th March 2007, FIEC confirmed to the Group
that its consent for the circulation of Huaneng Shares
held by the Group (Note 20) on the Shanghai Stock
Exchange would only be granted if the Group
arranged to transfer 36 million of Huaneng Shares
(the “Asset”) to FIEC. On 4th April 2007, the Group
entered into a share transfer agreement (the
“Agreement”) with FIEC to dispose of the Asset.
Under the Agreement, the Group will transfer the
Asset to FIEC at a cash consideration of RMB147.24
million (equivalent to approximately HK$148.74
million), which is to be adjusted by an amount equal
to the appreciation in the net asset value (as defined
in the Agreement) of the Asset from 1st March 2006
to the date of completion of the Agreement. The
completion of the transaction is subject to, inter alia,
the approval of independent shareholders and an
Extraordinary General Meeting seeking independent
shareholders’ approval for this contemplated
disposal is to be held later.
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