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MANAGEMENT DISCUSSION AND ANALYSIS
OPERATION REVIEW

The Group’s major income in 2006 came from its investment
in AsiaWorld-Expo, properties investments, bonds and securities.
The Group's portfolio comprises high to low risk investments.
The diversity aims to smoothen out the overall risk of the portfolio.

As at the end of 2006, the Group’s major investments were
as follows:

Investments Description

AsiaWorld-Expo The largest exhibition facility in Hong
Kong

Retail Properties Retail shops in Mongkok and
Causeway Bay, the prime retail
location in Kowloon and Hong Kong
respectively

Grand China Air
Company Limited
("Grand China")

A holding company of airlines in Hong
Kong and China

Debts and Equities A portfolio or debts and equities

During 2006, AsiaWorld-Expo had its first full year of
operation, and the Group recognised a good income from its
preference share investment in it. The retail property market
remained steady, together with the opening of the shopping
mall “timeplus” in Causeway Bay in November 2006, the Group's
rental income had a modest growth. Our investments in high-
yield bonds and equities reported a mediocre profit. The swap of
our investment in CR Airways Limited (“CR Airways”) in 2006
for investment in Grand China ran into registration difficulties,
which remains unresolved. In view of the title uncertainty and
the lack of cooperation from Grand China, the Group failed to
recognise the Grand China shares and made a decision to
derecognise its investment in CR Airways and receivables originally
held. Further, a full provision of the CR Airways convertible
debenture was also made during the year. Oriental Cashmere
Limited (“OCL") experienced a mild recovery in profits from a
bad 2005. However, a huge receivable with related parties was a
cause for concerns, and the board decided to make provision of
such receivable despite of the turnaround and resulted in a share
of loss for the year. Accordingly, the investment in OCL has been
become zero as at 31st December, 2006.
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AsiaWorld-Expo

The Group has a 60% equity interest in a private sector
consortium (“JVP"), which jointly invests with the Hong Kong
Government and the Airport Authority in AsiaWorld-Expo, a
66,000 sqm permanent exhibition center located at the Hong
Kong International Airport. JVP owns 13.5% interests in
AsiaWorld-Expo.

AsiaWorld-Expo is a column-free structure under one roof,
with a dedicated Mass Transit Railway station - the “AsiaWorld-
Expo Station”. The facility was officially opened in December
2005. Bookings and revenue exceed the budget originally planned
at the time of our initial investment. Its world-class specifications
attracted a number of major international exhibitions to relocate
to Hong Kong :

1. International Telecommunication Union’s (ITU) Telecom
World annual convention, the world’s biggest telecom
show, was held in December 2006. ITU has been
traditionally held in Geneva before.

2. Asian Aerospace, Asia Pacific's foremost aerospace
exhibition, has selected AsiaWorld-Expo as its venue for
September 2007. Asian Aerospace has been traditionally
held in Singapore before.

3. China Sourcing Fairs, held previously in Shanghai and
relocated to AsiaWorld-Expo in April 2006. The fairs
showcase the latest products from quality suppliers from
China, Hong Kong and the rest of Asia. The China
Sourcing Fairs comprise three separate shows: Electronics
& Components, Fashion Accessories and Gifts & Home
Products.

In addition to exhibition, a world-class entertainment hall
(named Arena) is purpose-built for concert and entertainment
events and can house up to 14,500 spectators. Acclaimed local
and international artists already performed in the Arena in 2006.
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Retail Properties

The Group's focuses property investment in retail space on
prime location only. Newly developed shopping arcade - timeplus-
was opened in November 2006, which will be the focus
development in 2007.

Properties Status

Argyle Centre The Group owns 159 shops in Argyle

Mongkok Centre (over 34,000 sqft), with a virtually
full occupancy rate and a steady growth
in rental income.

Ginza Plaza The Group owns over 14,000 sqft of retail

Mongkok space in Ginza Plaza with an expected
increment of rental from 20% to 25%.

timeplus The Group owns the whole shopping

Causeway Bay arcade with 30,000 sqgft. The opening was
a success with 100% occupancy. With
continuous promotion, the awareness of

the public increased significantly.

High-Yield Bonds

The Group divested almost all of its investment in high yield
bonds in 2006. The income, sale and appreciation of the bonds
(net of impairment) yielded a mediocre profit for the Group.

Grand China

In June 2006, CR Airways, a company in which the Group
had substantial interests, was in need of working capital. The
Group entered into a share swap agreement with Grand China
to swap its interests in CR Airways with investment in 97,850,000
new shares in Grand China. Grand China is an airline holding
company in China. CR Airways subsequently changed its name
to Hong Kong Airlines Limited (“Hong Kong Airlines”) in
September 2006.

As at to the date of the financial statements, Grand China
has not registered the Group as its shareholder, due to regulatory
difficulties. As Grand China is in our opinion rather uncooperative
in the registration process, as well as in providing information to
us, the directors consider it is necessary to derecognise the
investment in CR Airways and receivable originally held. The Group
is actively seeking for recovery of our purported interests in Grand
China, and will keep shareholders informed of the progress.
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ocCL

OCL recovered mildly from an appalling 2005 which was
attributable to the after effect of the lifting of the textile quota
system in the beginning of 2005, which caused OCL to incur
significant administration expenses including shipment by air. In
2006, business consolidated, but with a much lower
administration expense, net profit mildly improved. However, a
huge receivable of OCL with its related parties was a cause for
concerns, and the board decided to make full provision of such
receivable despite of the turnaround and resulted in a share of
loss for the year. Accordingly, the investment in OCL has been
zero as at 31st December, 2006.

PROSPECTS
With the increase in retail space in prime locations, the Group
expects to increase rental income in 2007.

AsiaWorld-Expo had a good 2006 as a number of international
organisers hosted their major international exhibitions there. We
are optimistic about its prospects.

FINANCIAL POSITION

The Group uses leverage in its investments. As at the end of
2006, aggregate bank and other borrowings amounted to HK$926
million (at 31st December, 2005: HK$485 million).

GEARING RATIO

As at 31st December, 2006, the gearing ratio of the Group,
which represents the ratio of interest-bearing bank and other
borrowings to equity attributable to the equity holders of the
Company, was approximately 126% (at 31st December, 2005:
approximately 54%).

FOREIGN EXCHANGE EXPOSURE

As at 31st December, 2006, most of the Group's investments
were based in Hong Kong dollar and United States dollar and
were therefore not exposed to significant foreign currency risks.
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GUARANTEE

The Company has given a guarantee to a bank to secure the
outstanding indebtedness due by its properties holding subsidiary,
for an amount attributable to the Group’s equity interests in
that subsidiary. The amount of outstanding indebtedness due by
the property holding company to this bank as at 31st December,
2006 was approximately HK$714 million (at 31st December, 2005:
approximately HK$445 million).

The Company has given a guarantee to a financial institution
to secure borrowing facilities available to a wholly-owned
subsidiary in the amount not exceeding equivalent US$15 million.
The outstanding indebtedness at 31st December, 2006 was
approximately Euro 0.8 million (at 31st December, 2005:
approximately Euro 1.1 million).

STAFF COSTS

The Group's total staff costs (excluding directors’ emoluments)
for the year under review amounted to approximately HK$533,830
(2005 : approximately HK$332,000).

Peter Lee Yip Wah
Secretary

Hong Kong, 28th March, 2007
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The directors submit their report together with the audited
financial statements for the year ended 31st December, 2006.

PRINCIPAL ACTIVITY
The principal activities of the Group include the investments
in listed and unlisted securities and properties.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December,
2006 are set out in the consolidated income statement on pages
33 to 34 of the financial statements.

The board of directors of the Company (the “Board”) have
resolved not to declare a dividend for the year ended 31st
December, 2006 (2005: HK2 cents per ordinary share).

RESERVES
Movements in the reserves of the Group and the Company
during the year are set out in note 31 to the financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December,
2006, calculated under Section 79B of the Hong Kong Companies
Ordinance, amounted to HK$Nil (2005: HK$101,341,230).

SHARE CAPITAL
Details of the movements in share capital of the Company
are shown in note 30 to the financial statements.

FIVE YEAR FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page 123.

DIRECTORS
The directors during the year and up to the date of this
report were:

Fung Wing Cheung, Tony
Fung Yiu Fai, Peter

Lee Wa Lun, Warren

Lee Seng Hui

Lee Yip Wah, Peter

So Shu Fai, Ambrose
Chow Yu Chun, Alexander

Albert Ho
V-Nee Yeh (appointed on 1st March, 2007)
Li Shi Liang (deceased on 5th July, 2006)
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DIRECTORS (continued)

In accordance with Article 101 of the Company’s Articles of
Association, Messrs. Fung Yiu Fai, Peter, Chow Yu Chun,
Alexander and Albert Ho will retire by rotation and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

In accordance with Article 92 of the Company’s Articles of
Association, Mr. V-Nee Yeh will retire and, being eligible, offer
himself for re-election at the forthcoming annual general meeting.

The Company has received confirmations of independence
from all independent non-executive directors, and considers them
to be independent.

DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at
the forthcoming annual general meeting has a service contract
with the Company which is not determinable within one year
without payment of compensation, other than statutory
compensation.

BIOGRAPHICAL DETAILS OF DIRECTORS
The biographical details of the directors are set out below:

Executive Directors

Fung Wing Cheung, Tony, aged 55, joined the Group since
its inception in 1990 and is chairman of the Company. Mr. Fung
is also chairman and shareholder of Yu Ming Investment
Management Limited (“YMIM"). He has over 30 years of
experience in the securities business, property development and
investment in China and has extensive exposure in international
finance, commodities, direct investment and fund management.
Mr. Fung is a General Committee Member of the Hong Kong
General Chamber of Commerce. He is also a director of Megaland
Development Limited, the substantial shareholder of the Company,
whose interest in shares of the Company is disclosed in the
section of “Directors’ interests and short positions in shares,
underlying shares and debentures of the Company and associated
corporations”.

Fung Yiu Fai, Peter, aged 60, joined the Group since its
inception in 1990 and is managing director of the Company.
Mr. Fung is also managing director and shareholder of YMIM. He
has almost 30 years of experience in investment banking and has
extensive exposure in strategic investments in Hong Kong and
South East Asia. Mr. Fung received a BS degree from McGill
University in 1969, and a MS and MBA degree from Northwestern
University in 1971 and 1973 respectively.
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Executive Directors (continued)

Lee Wa Lun, Warren, aged 43, became a director of the
Group in 2004 and is director of YMIM. Mr. Lee is also the Chief
Executive Officer of Nam Tai Electronics, Inc. (a company listed
on the New York Stock Exchange), a non-executive director of
Nam Tai Electronic and Electrical Products Limited and J.I.C.
Technology Company Limited (both listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the "Stock
Exchange”). Mr. Lee graduated with a Bachelor of Science Degree
from The University of East Anglia in England in 1986 and
obtained a Master of Science Degree from The City University
Business School in London in 1988.

Non-Executive Directors

Lee Seng Hui, aged 38, joined the Group in 1996. Mr. Lee
graduated from the Law School of the University of Sydney with
Honours. He is chief executive of Allied Group Limited. Previously
he worked with Baker & McKenzie and N.M. Rothschild & Sons
(Hong Kong) Limited.

Lee Yip Wah, Peter, aged 65, joined the Group in 1998.
Mr. Lee is a practising solicitor in Hong Kong. He is also a non-
executive director of a number of listed companies including
China Merchants Holdings (International) Company Limited and
Shenzhen Investment Limited. He is also the Secretary of the
Company.

V-Nee Yeh, aged 48, join the Group in 2007. He is a non-
executive director of the Company. He is a qualified US attorney-
at-law. Following his graduation from Columbia University's
School of Law in the USA, Mr. Yeh was admitted as a member of
the California Bar Association in 1984. He is a co-founder of
Value Partners Limited and sits on a number of prominent
committees. These include the Takeovers and Mergers Panel and
the Takeovers Appeal Committee of the Securities and Futures
Commission. Mr. Yeh is the Chairman of Hsin Chong Construction
Group Ltd. Mr. Yeh is also the non-executive chairman of Argyle
Street Management Limited (“ASM") and non-executive director
of Argyle Street Management Holdings Limited (“ASMH"). Both
ASM and ASMH have interests in the shares of the Company
which fall to be disclosed under the provisions of Divisions 2 and
3 of Part XV of the Securities and Futures Ordinance (the “SFO").
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REE-ZZ FEF+_A=+—BLEFEER BEK
¥ ¥ & 7 A Al Hong Kong IEC Limited ([HKIEC]) (E
FOSKFESETIHKIECR A RRIZESE) 2 RE EF B
WA 5 Bl 586,462,6297%8 7T 1 2,268,949 JT °

REBEEZZEEZF+_A=+—HILFERN K&
EHEENEBHITETIERIBIHKIECZ BB KA 5 Bl
57,781,183 7T ;2 525,1408 7T °

B EXPIRTEEIN  RFEEARFER » ARAK
HMBARMERTEMSIRAREZEHMARF
EXERIHEEETRAEAREZEEAN -

E=Si=n

BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Independent Non-Executive Directors

So Shu Fai, Ambrose, aged 56, joined the Group since its
inception in 1990, is an executive director of Shun Tak Holdings
Limited, a listed company in Hong Kong. Dr. So is a committee
member of the 10th National Committee of the Chinese People’s
Political Consultative Conference, a member of the Court at the
University of Hong Kong and a director of the University of Hong
Kong Foundation for Education Development and Research.

Chow Yu Chun, Alexander, aged 60, was appointed a
director of the Company in 1999. He is a fellow of the Association
of Chartered Certified Accountants and a CPA of the Hong Kong
Institute of Certified Public Accountants (“HKICPA"). He has over
30 years of experience in commercial, financial and investment
management in Hong Kong and China. Mr. Chow is also a director
of New World China Land Limited, Top Form International Limited
and Playmates Holdings Limited.

Albert Ho, aged 49, joined the Group as an alternate director
in 1999 and became an independent non-executive director in
2004. Mr. Ho graduated from the Macquarie University, Sydney
Australia with a Bachelor of Economics and MBA from the
University of Hong Kong. He is a CPA of HKICPA and fellow
member of the Association of Chartered Certified Accountants.

DIRECTORS’ INTEREST IN CONTRACTS

During the year, YMIM, of which Fung Wing Cheung, Tony
and Fung Yiu Fai, Peter are directors and shareholders and Lee
Wa Lun, Warren is director, received from the Group management
fee of HK$13,306,316 in connection with a management
agreement signed between the Group and YMIM.

During the year ended 31st December, 2006, dividend and
interest income HK$86,462,629 and HK$2,268,949 respectively
were receivable from an investee, Hong Kong IEC Limited
("HKIEC"), of which Mr. Fung Wing Cheung, Tony is the director
of HKIEC and the Company.

During the year ended 31st December, 2006, the Group had
dividend and interest receivable on behalf of YMIM from HKIEC
amounted to HK$7,781,183 and HK$525,140 respectively.

Save as disclosed above, no other contracts of significance in
relation to the Group’s business to which the Company or its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.
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EHBEZTZRFT+_A=T—BLFERN XA
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Name of company

DR EBE

Name of Directors

EEsR

Friendex Limited

RIZBRAF

Fung Wing Cheung, Tony
5 K

Friendex Limited

RIZBRAA

Fung Yiu Fai, Peter
5 1 1E

B FE A ROB BRI L £ B ¥ B Mega Top
Investment Limited 2 75% M 25%#x * 2 AR A K
CERRBIZA25%Em - BENERT AR ES
—EZHEEE  AEERERMES _ER=E -
WES—EAMESEALTCEAHBD T - B
AREE/N - BWES —ER=BUZEIFTREBA
BUEBERAK -

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
During the year ended 31st December, 2006, the following
directors of the Company had interests in the following businesses
(apart from the Company’s businesses) conducted through the
companies named below, their subsidiaries, associated companies
or other investment forms which are considered to compete or
be likely to compete, either directly or indirectly, with the principal
businesses of the Company conducted during the year required
to be disclosed pursuant to rule 8.10 of Rules Governing the
Listing of Securities (“Listing Rules”) on the Stock Exchange:

Nature of
Nature of interest competing business
EEME HEEBME
Shareholder Property
iR =R Hh 2
Director and shareholder Property
BEFENMKRR Hh 2

Messrs. Fung Wing Cheung, Tony and Fung Yiu Fai, Peter
own 75% and 25% interests respectively in Mega Top Investment
Limited, which owns 42.5% interest in Friendex Limited, which
owns various shops located on the first floor of Ginza Plaza in
Mongkok. The Group owns the second and third floors of Ginza
Plaza. First floor of Ginza Plaza was acquired with a leased-back
arrangement from the vendor, and shops were of small size. The
second and third floors of Ginza Plaza were acquired “whole
floor”, and units are of sizeable area.
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ESNBREEK LS (H)

EXZORR AEEBRENBULEHEHMEREE
%o BEHAKEHMEREEBIELRKE - HAN
EXCRIBSBRERTEERARRAESHRE -
ARERNEENZENZETE -

BEXS

AEERBE_ZTRF+-_A=+-BLLFEE
TZERERRREATRS (A LR R MK =
RHE)  DERMERKRMEIT7 -

EERAQ2AREBEIENRS HEROK
EEZRBERAR

RZBERF+ZA=+T—HB  ARAAEFRAEAR
AREBEEE (EERE S MAEEMNEXVELD) Z K
o~ HERDREFTHEEREESFLAEGIIEXV
METRED B BEME A RE LBz s MoRR
(BREBREES MIEEIZ ZFHEXEARBEE MR
BITBABRE AL BEFEE 2R IAR) » KA
FIATMENAZE R R EGIIEI2GFEZELM
W SRBEETRAVNZ ETETAEZETESFRS
Z BB RI(MRESTR]) A S AN R R R R FT2#
BERABRWT :

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
(continued)

The Board is of the view that the Group is capable of carrying
on its properties investment businesses independently. When
making decisions on the properties investment business of the
Group, the relevant directors, in the performance of their duties
as directors of the Company, have acted and will continue to act
in the best interests of the Group.

CONNECTED TRANSACTIONS

Significant related party transactions entered by the Group
during the year ended 31st December, 2006, which constitutes
connected transactions under the Listing Rules, is disclosed in
note 37 to the financial statements.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED CORPORATIONS

As at 31st December, 2006, the interests and short positions
of the directors of the Company in the shares, underlying shares
and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which were notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions
which the directors and the chief executives of the Company
were deemed or taken to have under such provisions of the SFO)
or which were required to be and were recorded in the register
required to be kept pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code"”) in the Listing Rules
were as follows:
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EERA2AREBEIENRS HEROK
EErzEERAR (H)

(a) RAED AR M7

Personal
Name of directors Capacity interests
Ezpg &4 18 A&
Fung Wing Cheung, Tony Interest of children 3,328,000
BKE under 18
18FEAT FR2EE
Lee Seng Hui Interest in controlled -
Tk corporation
gt NGkl 33
Fung Yiu Fai, Peter Beneficial owner 6,500,000
ERE ERBBA
Lee Yip Wah, Peter Beneficial owner 1,550,000
FTEE ERBBA
Albert Ho Beneficial owner 572,000
] R A ERBBA
Ktz 1 : Megaland Development Limited ([Megaland]) 3%
5294,926,258/% I 13 ° Megaland7i g Oyster
Unit TrustZ {5 5T A Oyster Services Limited® &
A& - A It Oyster Services Limited 118 A&
294,926,258 X fH 2 % o
Oyster Unit TrustZ = 5E 81 & B & Megaland 2 &
BB AT AR AN o Oyster Unit Trustz 2z A A
HSBC International Trustee Limited » E LA{Z 5E
R K The Alyssa Js 1 Trustz 225 A EE
LB E (B 3&Oyster Unit TrustZ E25#25) © The
Alyssa Js 1 Trustz Xz A& (AP B3E) HKHF
18 A T 2 F2 -
B e - Bk AR 2 S 294,926,258 i 2
B ME18EMA T 2 FRARE Pt s R
ZERNz ZBEmns o
KizE2 © ZERHE Alee and Lee Trust ([LLT)) 2 HEf —f7

EEA WHAEHBGEERRAR ([BHes%
E])z241.25% %  BAEEBBAERRATZ
379,291,800/% f&n » E Lt - FEIE RLLTHH AR
EREtA B AR MR DT AR -

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN

SHARES,

UNDERLYING SHARES AND DEBENTURES OF

THE COMPANY AND ASSOCIATED CORPORATIONS
(continued)

(a)

Interests in shares of the Company

Numbers of Shares

Family
interests

REER

Note 1:

Note 2:

ROHUE
Corporate Other % of total
interests interests Total issued shares
RERT
RH B
=B R HitEH R BAOL
- 294,926,258 298,254,258 17.63%

(Note 1)
(hizt1)
379,291,800 - 379,291,800 22.42%
(Note 2)

(Kizt2)
- - 6,500,000 0.38%
- - 1,550,000 0.09%
- - 572,000 0.03%

Megaland Development Limited (“Megaland”) hold
294,926,258 shares. Megaland is also wholly-owned by Oyster
Services Limited, the trustee of the Oyster Unit Trust, which
in turn Oyster Services Limited is deemed to be interested in
294,926,258 shares.

The trust property of the Oyster Unit Trust comprises the
entire issued capital of Megaland. The beneficiary of Oyster
Unit Trust is HSBC International Trustee Limited which holds
the trust property (including the beneficial interest under
the Oyster Unit Trust) on trust for the beneficiaries of The
Alyssa Js 1 Trust. The beneficiaries of The Alyssa Js 1 Trust
are, inter alia, Fung Wing Cheung, Tony’'s children under
18.

As such, Fung Wing Cheung, Tony is deemed to be interested
in 294,926,258 shares in which his children under 18 have
ultimate beneficial interest under the above arrangement.

Lee Seng Hui is one of the trustees of Lee and Lee Trust
("LLT") which owns 41.25% interests in Allied Group Limited
("AGL") which holds 379,291,800 shares of the Company.
Accordingly, Lee Seng Hui and LLT are deemed to have an
interest in the said shares in which AGL is interested.
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EERARARMBEENRSG - HERHO R
EErzEERARA (H)

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY AND ASSOCIATED CORPORATIONS
(continued)

(b) AHEB EER DR (b)  Interests in shares of associated corporations
Number of shares
RO BE
Name of Personal Family  Corporate Other
Name of director corporations Capacity interests interests interests interests Total
BA REB & Hitt
BEsns HEEER ) B i i i e
Fung Wing Cheung, Honnex Development Beneficial 100,000 - - - 100,000
Tony Limited owner (10.20%) (10.20%)
KT FRERBRAA EnEA
Long Vocation Beneficial 5 - - - 5
Investments Limited owner (5.55%) (5.55%)
EnEA

BEdEEEN RBE-EERFT_A=1+—
BUEFERNZEMER - ARE - EWE R R SHEE
ERRBERLEMLE AR ZEETLTIET
BABRAI#EBARRR S EMER AR Z K ES
s e

BREXPREEIN  ARBEEERETRTHRAR
WENARBLEABEEE (EELESRAE KIS
THEM) <k HERMHIESFEERRIAE -
MABRNRIFEF LM EROIEI2EREAFEZ
Bt KRB EHRAUABEETRIANEARR
AR R PT 2 AR EORE

Save as disclosed above, at no time during the year ended
31st December, 2006 was the Company, its subsidiaries or its
associated companies a party to any arrangement to enable the
directors or chief executives of the Company to acquire benefits
by means of the acquisition of shares in, or debentures of, the
Company or its associated corporations.

Save as disclosed above, none of the directors or the chief
executives of the Company had or was deemed to have any
interests or short positions in the shares, underlying shares or
debentures of the Company or any associated corporation (within
the meaning of Part XV of the SFO) as recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code contained in the Listing Rules.
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FERR

R-BETZXRF+_A=1+—8  RELARAEES
MHE GO EXVEE3CEREMBRE L X ERFE
HNARBBRMLERTER - U TATHAA (B il
WEEMEEMFZ2ERINBFERRTEBITRAR
AR E 2 A L2 RpEzE

Name of shareholders Notes
RREH i
Sun Hung Kai Venture Capital Limited 1

("SHK Venture")
Shipshape Investments Limited (“Shipshape”) 1
Sun Hung Kai & Co. Limited (“SHK & Co.") 1

HREFRAF ( [HBE] )

AP Emerald Limited (“AP Emerald”) 2
AP Jade Limited (AP Jade") 2
Allied Properties (H.K.) Limited (“APL") 2
BAwE (F%8) BRAA ( [ )

Allied Group Limited (“"AGL") 2
HasEERAT ( [BE])

Lee Su Hwei 3
Lee Seng Huang 3
N

Poly (Hong Kong) Investments Limited (“Poly”) 4
®RA (%) REBERAE ( [RF])

HSBC International Trustee Limited 5
ASM Asia Recovery (Master) Fund (the “Master Fund”) 6
Argyle Street Management Limited ("ASM") 6

Argyle Street Management Holdings Limited (“ASMH") 6

Chan Kin 6
B 2

SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2006, the following persons or
corporations, other than the interest disclosed above in respect
of the directors, interest in 5% or more in the shares and
underlying shares of the Company have been notified to the
Company and recorded in the register of substantial shareholders’
interests in shares and short positions required to be kept under

Section 336 of Part XV of the SFO:

Capacity
27

Beneficial owner/

Interest of controlled corporation
EalA A/ ZEFDANER
Interest of controlled corporation
REH DA ER

Beneficial owner/

Interest of controlled corporation
ERlAA/ ZEFDANER
Interest of controlled corporation
REH DA ER

Interest of controlled corporation
REH DA ER

Interest of controlled corporation
REH DA ER

Interest of controlled corporation
REH DA ER

Interest of controlled corporation
REH R AN ER

Interest of controlled corporation
REH DA ER

Interest of controlled corporation
REH DA ER

Trustee

A

Beneficial Owner

ExEAA

Interest of controlled corporation
REH R AN ER

Interest of controlled corporation
REH R AN ER

Interest of controlled corporation

REHDRMOER

No. of
shares

BH#E

272,856,000

272,856,000

379,291,800

379,291,800

379,291,800

379,291,800

379,291,800

379,291,800

379,291,800

119,380,000

307,026,258

269,914,000

314,900,000

314,900,000

314,900,000

% of total
issued shares
HFERTRA

BYEIL

16.13%

16.13%

22.42%

22.42%

22.42%

22.42%

22.42%

22.42%

22.42%

7.05%

18.15%

15.96%

18.62%

18.62%

18.62%
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ez

1. SHK Venture/j Shipshapez Z &M B 2~ 7 - M
ShipshapeBll B¥TEE 2 2 EMB AT - ALt - #5
% K Shipshape?d 4 47 7 # B 7% % £ SHK VenturelE B
2B o

2. R ETIAP Emerald# A 65.18% 2 B X & o AP
EmeraldJJAP JadeZ 2 &AM B AR + MAP Jadefl| B
iz 2 EMBAR - M AHEEE7493%2
WE AR o Eit - Bt - B - AP Jade 2 AP Emerald
AEEBREBZSHTBEMER ZRMER -

3. ZHIBEAE(KRRIESR)  TREZTRERIELRE
i”]%%%%E{Lee and Lee Trust(TLLT]) Z1E5E A
BERRABEABE 241.25%m R RIERB =%
E%EZL LR PR -

4. RFzBRHDEBZH2ENBRATMIEE - RAH
MERMEEMEREARAR -

5. #%%307,026,258f% R+ 294,926,258f% AR 15 15 15
A Megaland¥ B 2 # % - MegalandZ & & B2 8 17i%
7K A& Oyster Unit TrustZ 550 E - HFBHN[ES
RARBRBBEBRORD - BARO RES 2 #Ex
RAB]—EHRARRIRDER 2 HWEIA -

6. ASM Hudson River Fund ([River Fund]) & Master Fund
2R A KA T 2 44,986,0000% A% 1 % 269,914,000
BE % 1D - 1 5 B ASME 2 - ASMHEASMHE & ¥
B MR EASMHZ 44 45% 25 « L - FREE -
ASMH & ASM¥9 418 & % A 7% 55 B River Fund &z Master
Fund#E B z B fEas -

BREXHEBEEN  RZZERF+ZA=+—
H: EEUITNEEEMEMATRAER T SKEAIE
BEE (FEREFREBEGRMEXVE) Z k% - 864
Hﬂﬁﬂﬂﬂjilﬂi%%qﬂTﬁﬁ*ﬁ%ﬁ%‘f%&ﬂﬂ 5 {5 71
FEXVES + ZBRAR B B2 SOK

SUBSTANTIAL SHAREHOLDERS (continued)

SHK Venture is a wholly-owned subsidiary of Shipshape which in
turn is wholly owned by SHK & Co.. Therefore SHK & Co. and
Shipshape are deemed to have an interest in the shares in which
SHK Venture is interested.

SHK & Co. is a 65.18% owned subsidiary of AP Emerald. AP
Emerald is wholly owned by AP Jade which in turn is a wholly-
owned subsidiary of APL. APL is a 74.93% owned subsidiary of
AGL. Accordingly, AGL, APL, AP Jade and AP Emerald are deemed
to have an interest in the shares in which SHK & Co. is interested.

Mr. Lee Seng Hui (Director of the Company), Ms. Lee Su Hwei
and Mr. Lee Seng Huang are trustees of the Lee and Lee Trust,
being a discretionary trust. They together owned 41.25% interest
in AGL and are therefore deemed to have an interest in the said
shares in which AGL is interested.

The interest of Poly was attributable on account through a number
of wholly-owned subsidiaries. The Company was former known
as Continental Mariner Investment Company Limited.

Out of these 307,026,258 shares, 294,926,258 shares are deemed
to be interested by Megaland. The entire issued share capital of
Megaland is the trust property of the Oyster Unit Trust. Details
are set out in note 1 of interest in shares of the Company under
the heading of “DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ASSOCIATED CORPORATIONS”.

ASM Hudson River Fund (the “River Fund”) and the Master Fund
which hold 44,986,000 shares and 269,914,000 shares of the
Company respectively, are managed by ASM. ASM is wholly
owned by ASMH and Chan Kin owns 44.45% interests in ASMH.
Therefore, Chan Kin, ASMH and ASM are deemed to have an
interest in the shares in which the River Fund and the Master
Fund are interested.

Save as disclosed above, as at 31st December, 2006, the
directors are not aware of any other persons who have interests
or short positions in the shares, underlying shares of equity
derivatives or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) which
would be required to be disclosed to the Company pursuant to
Part XV of the SFO.
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BREAEEESHEREEEN - ANELF=AEH
RV EBRRR—ANEF=ZA-+ A EZERE
e (BRTEEG®E]) @ SHRETEREA LA
tF=ZA - ttARHEFARHEETETRELAELE
ZARERTIF RN ECEERNDKEERE
B 2EAENETRE B ZEEFEZ0375%
UERBEER(WNE)  SERASREMRFETER
ZREEZ BRI EN CRETES B A) BEAR
SENZFEZEAFHEEFER R ZBLEE L
20% - MABREEREEARESERR - AQFZ
BERRBTERERSHEFEASEREATY
BEFENMMIARTAGF

—EZR-F=ANHE BUBRRILE-—MDETH
#(AEHEERROTEENHEZINME B2
FTELF-A=FT—"B -#WxHhET EEERER
T - EHABAEATNERHRA  WAEEFKFR
AHERE > RHRETESITRRESER - BAM -
ZERCBEASHEABESFE T _A=T—"RLE
ERZBBARGRN (R ESERA) - KM
BT NAEXHRAZRFEERRZ  WAEN - FR
AEBEFAFHEEEEFHENKBHEEZ20% °
Mt BEREEEBERLRSEAR  ARARZHER
AT EREER AT EABETREATHEES
BRGERBEANEN o

HEZZEXE+-_A=+—RBILEE  B%RE
EREMAEEKREEEIEEM13,306,316/8 T °

RIBETRUEAT - WBAXZBREERS
WAELBE -

MANAGEMENT AGREEMENT

Under the management agreement (“Existing Investment
Management Agreement”) approved by shareholders on 27th
March, 1997 and dated 5th March, 1997 between the Group
and YMIM, YMIM agreed to assist the board of directors with
the day-to-day management of the Group for a period of five
years commencing 27th March, 1997. YMIM will be entitled to a
management fee equal to 0.375% of the net asset value on
each quarter date and an incentive fee equal to 20% of such
amount (if any) by which the audited consolidated profit before
tax for each financial year completed (before adjusting for the
incentive fee) exceeds such amount as is equal to 6% of average
monthly net asset value of the Group for each such financial
year. For the calculation of management fee and incentive fee,
the associated companies of the Group will not be equity
accounted for the purpose of calculating such quarterly and
average monthly net asset value and consolidated profit before
tax.

On 4th March, 2002, a supplemental agreement
(“Supplemental Agreement”) was approved by independent
shareholders to extend the expiry date of the Existing Investment
Management Agreement to 31st March, 2007. Under the
Supplemental Agreement, the management fee remains
unchanged. Pursuant to the Supplemental Agreement, YMIM will
not be entitled to the incentive fee if the Group reports an
accumulated loss during the term of the Supplemental Agreement
at the time of the incentive fee computation. Therefore, the
incentive fee will be equivalent to 20% of the amount by which
the audited consolidated profit before tax for each year ending
31st December (before adjusting for the incentive fee), and after
offsetting the accumulated losses during the term of the
Supplemental Agreement, if any, exceeds 6% of the average
monthly net asset value of the Group for such financial year. For
the calculation of management fee and incentive fee, the
associated companies of the Group will not be equity accounted
for the purpose of calculating such quarterly and average monthly
net asset value and consolidated profit before tax.

For the year ended 31st December, 2006, YMIM received
from the Group management fee of HK$13,306,316.

This transaction constitutes a connected transaction and is
required to be disclosed in accordance with Chapter 14A of Listing
Rules.
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BLEFE-—BETEMRAUNZARHRERTE °

MANAGEMENT AGREEMENT (continued)

Save as disclosed above, no other contracts concerning the
management and administration of the whole or any substantial
part of the business of the Company were entered into or existed
during the year.

RETIREMENT BENEFITS SCHEME

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “Scheme”) under
the Mandatory Provident Fund Schemes Ordinance. The Scheme
has operated since 1st December, 2000. Contributions are made
based on a percentage of the employees’ basic salaries and are
charged to the income statement as they become payable in
accordance with the rules of the Scheme. The assets of the
Scheme are held separately from those of the Group in an
independently administered fund.

AUDIT COMMITTEE

The Company has established an audit committee in
accordance with rule 3.21 of the Listing Rules, and now
comprising of two independent non-executive directors, namely
Messrs. Chow Yu Chun, Alexander and Albert Ho and one non-
executive director, namely Mr. Lee Seng Hui.

The audit committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters. The
audit committee has reviewed the annual results for the year
ended 31st December, 2006.

REMUNERATION COMMITTEE

A Remuneration Committee has been established by the
Company to consider the remuneration of the directors and senior
management of the Group. The Remuneration Committee
comprises of two independent non-executive directors, namely,
Mr. Chow Yu Chun, Alexander and Mr. Albert Ho and one non-
executive director, Mr. Lee Seng Hui.

PUBLIC FLOAT

On the basis of information that is publicly available to the
Company and within the knowledge of the directors as at the
date of this report, the Company has complied with the public
float requirements of the Listing Rules for the year ended 31st
December, 2006.
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PURCHASE, SALE OR REDEMPTION OF LISTED SHARES

The Company has not redeemed any of its shares during the
year. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the year.

AUDITORS

During 2005, the former auditors, Messrs. PricewaterhouseCoopers,
Certified Public Accountants, resigned and Messrs Grant Thornton,
Certified Public Accountants, appointed auditors of the Company.
There have been no other changes of auditors in the past three
years.

The accompanying financial statements for the year ended
31st December, 2006 was audited by Grant Thornton who retire
and, being eligible, offer themselves for re-appointment. A
resolution for their re-appointment as auditors of the Company
will be proposed at the forthcoming annual general meeting of
the Company.

By order of the Board
Lee Yip Wah, Peter

Secretary

Hong Kong, 28th March, 2007
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CORPORATE GOVERNANCE REPORT

The Company recognises that good corporate governance
standards maintained throughout the Group serve an effective
risk management for the Company. The board of directors of the
Company (the “Board”) is committed to lead the Group growing
in an efficient manner followed by corporate missions in terms
of business strategies and improved operational planning and
procedures which are enforced under high corporate governance
standard.

CORPORATE GOVERNANCE PRACTICES

The Board believes that corporate governance is essential to
the success of the Company and has adopted various measures
to ensure that a high standard of corporate governance is
maintained. With effect from 1st January, 2005, the Company
has applied the principles and adopted code provisions set out in
the Code on Corporate Governance Practices (the “Code on
CGP") in Appendix 14 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) as its own code on corporate
governance practices. The current practices will be reviewed and
updated regularly to follow the latest practices in corporate
governance.

In the opinion of the Board, the Company has complied with
the code provisions of the Code on CGP during the accounting
year.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in
Appendix 10 of the Listing Rules as the code of conduct regarding
securities transactions by the directors (the “Model Code”). Having
made specific enquiry of all directors, the Company confirmed
that all directors have complied with the required standards as
set out in the Model Code during the year.
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CORPORATE MANAGEMENT
i. Board of Directors

The Board reviews and approves corporate matters such as
business strategies and investments as well as the general
administrative and management of the Group.

The Board currently consists of 3 executive directors, 3 non-
executive directors and 3 independent non-executive directors:

Executive directors

Mr. Fung Wing Cheung, Tony (Chairman)
Mr. Fung Yiu Fai, Peter (Managing Director)
Mr. Lee Wa Lun, Warren

Non-executive directors

Mr. Lee Seng Hui

Mr. Lee Yip Wah, Peter

Mr. V-Nee Yeh (appointed on 1st March, 2007)

Independent non-executive directors
Mr. Ambrose So Shu Fai, Ambrose
Mr. Chow Yu Chun, Alexander

Mr. Albert Ho

The number of independent non-executive directors equals to
one third of the Board membership. Two of the independent non-
executive directors, namely Messrs. Chow Yu Chun, Alexander and
Albert Ho, have the appropriate professional accounting experiences
and expertises. The Board membership is covered by professionally
qualified and widely experienced personnel so as to bringing in
valuable contribution and different professional advices and
consultancy for the development of the Company. More than one-
half of the Board members have recognised professional legal,
securities and accounting qualifications. There is no relationship
(including financial, business, family or other material relevant
relationship) among members of the Board.
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CORPORATE MANAGEMENT (continued)
i. Board of Directors (continued)

All directors have access to the services of the Company
Secretary who regularly updates the Board on governance and
regulatory matters. Any director and member of Audit Committee
of the Company may take independent professional advice if
they so wish at the expense of the Company, as arranged by the
Company Secretary.

Save for the board meetings held between the executive
directors during the normal course of business of the Company,
the Board has had regular board meetings in accordance with
the Code on CGP. During the year, the Company held four regular
board meetings.
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hEE®E (H) CORPORATE MANAGEMENT (continued)
i. EEg (@A i. Board of Directors (continued)
I rTHEFEeREANETNLEEX Attendance of individual directors at regular board meetings
in 2006:
Number of meetings
B3NRH 4
Executive directors
HITEE
Fung Wing Cheung, Tony (Chairman)
MoK (£5E) 2/4 50%
Fung Yiu Fai, Peter (Managing Director)
HIRIE (BEFEEIE) 4/4 100%
Lee Wa Lun, Warren
FHE AR 3/4 75%
Non-executive directors
FHITEE
Lee Seng Hui
F K IE 3/4 75%
Lee Yip Wah, Peter
FRE 3/4 75%
Independent non-executive directors
BUFHITESE
So Shu Fai, Ambrose
R b 0/4 0%
Chow Yu Chun, Alexander
BAFE& 3/4 75%
Albert Ho
fA] & AR 4/4 100%
Average attendance rate
g R R 69%
EXefeEARMBESREE 148 285 At least 14 days’ notice of a regular board meeting is given
ZEEARELFEESH mMAEESHAKEENE to all directors to provide them with an opportunity to attend
HIEAMASIE EFENHERGZANEIIRER and all directors are given an opportunity to include matters in
BE UHERAERSHEARHEBEBE XL ASHE the agenda for a regular meeting. Board papers are despatched
780 A o to the directors at least 3 days before the meeting to ensure that

they have sufficient time to review the papers and be adequately
prepared for the meeting.
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CORPORATE MANAGEMENT (continued)

Board of Directors (continued)
(a) Chairman and Managing Director

The roles of the Chairman and the Managing Director
are segregated and assumed by two separate individuals who
have no relationship with each other to strike a balance of
power and authority so that the job responsibilities are not
concentrated on any one individual.

The Chairman of the Board is responsible for the
leadership and effective running of the Board.

The Managing Director is delegated with the authorities
to manage the Group’'s business in all aspects effectively,
implement major strategies, make day-today decision and
coordinate overall business operation.

(b) Appointment and re-election of directors

Non-executive directors (including independent non-
executive directors) of the Company have a specific term of
appointment for one year, subject to re-election. At each
annual general meeting, one-third of the directors for the
time being or, if their number is not three or a multiple of
three, then the number nearest one-third, shall retire from
office by rotation provided that every director shall be subject
to retirement at least once every three years.

The Board of Directors has not established a nomination
committee. According to the articles of association of the
Company, the Board has the power from time to time and at
any time to appoint any person as a director either to fill a
casual vacancy or as an addition to the Board. In assessing
nomination of new directors, the Board has taken into
consideration of the nominee’s qualification, ability and
potential contributions to the Company. There is no change
in the directorship of the Company during the vyear.
Subsequently, Mr. Yeh V-Nee was appointed as a non-
executive director of the Company on 1st March, 2007. The
appointment of Mr. Yeh V-Nee as a new non-executive
director was recommended by the investment manager of
the Company and considered and approved in a Board
Meeting at which Messrs. Fung Yiu Fai, Peter, Chow Yu Chun,
Alexander, Albert Ho and Lee Yip Wah, Peter were present.

Executive Committee
The Executive Committee is established by the Board,

comprising Messrs. Fung Wing Cheung, Tony, Fung Yiu Fai, Peter
and Lee Wa Lun, Warren, being the executive directors of the
Company which has been authorised to make investment decisions
on behalf of the Group and operate normal course business of
the Group.
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CORPORATE MANAGEMENT (continued)
iii. Audit Committee

The Audit Committee comprises one non-executive director,
namely, Mr. Lee Seng Hui and two independent non-executive
directors, namely, Mr. Chow Yu Chun, Alexander and Mr. Albert
Ho, who possess recognised professional qualifications in legal
and accounting and have proven experience in finance, property
and accounting. Mr. Chow Yu Chun, Alexander is the chairman
of the Audit Committee.

The functions of the Audit Committee includes but not limited
to the following:

e Considering and reviewing the appointment, resignation
and removal of external auditors and their fees

e Reviewing the interim and annual results of the Group

e Discussing with the external auditors problems and issues
of significance during the annual audit of the Group

The terms of reference of the Audit Committee follow the
guidelines set out by the Hong Kong Institute of Certified Public
Accountants, and have been updated on terms no less exacting
those set out in the Code on CGP. The said terms of reference is
available at the registered office of the Company on request.

The works of the Audit Committee during the year under
review included:

e Reviewing the 2005 annual results and 2006 interim
results of the Group

e Discussing with the management of the Company over
the completeness, fairness and adequate accounting
standards and policies of the Group in the preparation of
the 2005 annual financial statements and 2006 interim
financial statements

e Reviewing and discussing with the external auditors over
the financial reporting of the Company

e Reviewing and recommending for approval by the Board
the 2006 audit scope and fees

e Recommending to the Board, for the approval by
shareholders, of the re-appointment of the auditors

e Reviewing the connected transactions entered into by the
Group during the year (If any)

e Reviewing the effectiveness of internal control system and
risk management
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Number of meetings

BERE

Chow Yu Chun, Alexander (Chairman)
AxE (&)

Lee Seng Hui

ENRg

Albert Ho
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CORPORATE MANAGEMENT (continued)
iii. Audit Committee (continued)

The Audit Committee met two times in 2006. Each committee
meeting was supplied with the necessary financial information of
the Group for the members to consider, review and assess matters
of significance arising from the work conducted.

Attendance of individual members of Audit Committee at
audit committee meetings in 2006:

2/2 100%
172 50%
2/2 100%

83%

iv. Remuneration Committee

A Remuneration Committee has been established by the
Company to consider the remuneration of the directors and senior
management of the Group. The Remuneration Committee
comprises of two independent non-executive directors, namely,
Mr. Chow Yu Chun, Alexander and Mr. Albert Ho and one non-
executive director, Mr. Lee Seng Hui. Mr. Chow Yu Chun,
Alexander is the chairman of the Remuneration Committee.

The role and function of the Remuneration Committee include
formulation of the remuneration policy, review and recommending
to the Board the annual remuneration policy and determination
of the remuneration of the directors.

The terms of reference of the Remuneration Committee follow
the terms no less exacting those set out in the Code on CGP.
The said terms of reference is available at the registered office of
the Company on request.

The works of the Remuneration Committee during the year
under review included:

e Reviewing the remuneration policy for 2006/2007

e Reviewing the remuneration of executive directors, non-
executive directors and independent non-executive
directors; and

e Reviewing the remuneration of employee of the Group.
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Services rendered

RAEN R

Grant Thornton
— Audit services
HE T
— % H R

M Square CPA Limited
— Audit services

FREERTER AR
— Z BRI

KPMG
— Audit services
EEHEFMER
— % H R

PricewaterhouseCoopers
— Audit services

% LR KB 2 TR = TS AR
— ZBR

iv. Remuneration Committee (continued)

The Remuneration Committee held one meeting during 2006
with the present of Mr. Chow Yu Chun, Alexander and Mr.
Albert Ho. The said committee meeting was supplied with the
necessary information of remuneration of directors and employee
of the Group for the members to consider, review and assess
matters of significance arising from the work conducted.

v. Remuneration policy

The remuneration policy of the Company is to ensure that all
employees, including directors, are sufficiently compensated for
their efforts and time dedicated to the Company and
remuneration offered is appropriate for their duties and in line
with market practice. No director, or any of his associates, and
executive is involved in deciding his own remuneration.

AUDITORS’ REMUNERATION

During the year under review, the remunerations paid/payable
to the Company’s auditors, Messrs. Grant Thornton; M Square
CPA Limited, KPMG and PricewaterhouseCoopers, auditors of
subsidiaries of the Company, are set out as follows:

Fees paid/payable
e EaEA
HK$

B

300,000

59,800

50,000

15,600
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CORPORATE COMMUNICATION

The Company channels corporate information of the Group
to the shareholders in a timely and accurate manner. Printed
copies of the Annual Report 2005 and Interim Report 2006 were
sent to all shareholders.

The Company held an annual general meeting in 2006. At
the annual general meeting convened on 24th May, 2006,
separate resolutions were proposed for each issue. In addition to
the ordinary business of the Company dealt with at the annual
general meeting, the Articles of Association were amended to
reflect the recent amendments to the Listing Rules. The Chairman
of the Board had attended the annual general meeting and a
member of Audit Committee was available to answer questions
at the annual general meeting. The Chairman had explained at
the commencement of the annual general meeting the procedures
for demanding a poll by shareholders of the Company. The
Company had counted all proxy votes and indicated to the annual
general meeting the level of proxies lodged on each resolution,
and the balance for and against the resolution. All the votes cast
at the annual general meeting were properly counted and
recorded.

CORPORATE CONTROL

The Board has overall responsibility in monitoring the process
of corporate reporting and control system throughout the Group.
The corporate reporting standards are delegated to the accounting
department of Yu Ming Investment Management Limited
("YMIM") in terms of proper and regular reviews on the
deployment of resources and financial reporting systems. The
corporate governance practices and compliance with the Listing
Rules, Securities and Futures Ordinance and other applicable
regulations are delegated to the corporate finance department
of YMIM. The management of the Company reviews and briefs
the reporting systems with the Audit Committee annually.
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INTERNAL CONTROLS

The Board is responsible for overseeing the Group’s system
of internal controls. However, such a system is designed to
manage the Group’s risks within an acceptable risk profile, rather
than to eliminate the risk of failure, to achieve the business
objectives of the Group. Accordingly, it can only provide
reasonable assurance but not absolute assurance against material
misstatement of management and financial information and
records or against financial losses or fraud.

The Board has established an on-going process for identifying,
evaluating and managing the significant risks faced by the Group
and this process includes updating the system of internal controls
when there are changes to business environment or regulatory
guidelines.

The Board is of the view that the system of internal controls
in place for the year under review and up to the date of issuance
of the annual report and financial statements is sound and is
sufficient to safeguard the interests of shareholders and employee,
and the Group's assets.

YMIM assists the Board in the implementation of the board'’s
policies and procedures on risk and control by identifying and
assessing the risks faced, and involving in the design, operation
and monitoring of suitable internal controls to mitigate and
control these risks.

The key processes that have been established in reviewing
the adequacy and integrity of the system of internal controls and
risk management include the following:

e The Executive Committee is established by the Board to
ensure the effectiveness of the daily operations and that
the operations are in accordance with the corporate
objectives and strategies.

e The Audit Committee of the Company reviews internal
control issues identified by external auditors, regulatory
authorities and management, and evaluates the adequacy
and effectiveness of the Group's risk management and
internal control systems.

DIRECTORS’ RESPONSIBILITY IN PREPARING THE
FINANCIAL STATEMENTS

The Board acknowledge that it is their responsibilities in
preparing the financial statements. The statement of the auditors
about their reporting responsibilities on the financial statements
is set out in the Independent Auditors’ Report on pages 31 to
32.
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To the members of
Yu Ming Investments Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Yu
Ming Investments Limited (the “Company”) and its subsidiaries
(together referred to as the “Group”) set out on pages 33 to
122, which comprise the consolidated and company balance
sheets as at 31st December, 2006, and the consolidated income
statement, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the
preparation and the true and fair presentation of these financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely
to you, as a body in accordance with section 141 of the Hong
Kong Companies Ordinance, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents for this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance as to whether the financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and true and
fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and of
the Group as at 31st December, 2006 and of the Group’s loss
and cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the Hong Kong Companies
Ordinance.

Grant Thornton
Certified Public Accountants

13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

28th March, 2007
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Consolidated Income Statement

For the year ended 31st December, 2006

2006 2005
—EERE —ETRF
Note HK$ HK$
Bt it BT BT
Revenue
N 5 158,035,679 35,473,390
Other net income
H g A F 6 17,601,909 20,890,087
Administrative and other operating expenses
THEREMKEEH (54,806,294) (64,778,440)
Operating profit/(loss)
mERA S (FR) 120,831,294 (8,414,963)
Derecognition of available-for-sale financial assets
and other receivable
A] i 6 B S B B R H b B U R 2 BRUH T R 8 (190,190,000) =
Valuation surplus on investment properties
KEYEZ HERER 1,679,625 =
Finance costs
B 75 A AR 9 (37,955,608) (8,725,732)
Share of results of associates
DInEEE R A EE (11,920,177) 167,115,652
Share of results of jointly controlled entities
DMEHFAEEEERRERE 4,458,157 (45,986)
(Loss)/profit before income tax
FE®a (BR) #A 10 (113,096,709) 149,928,971
Income tax expense
FT 5B f & 11 (2,499,009) (3,223,883)
(Loss)/profit for the year
NEE (EBE) ORF (115,595,718) 146,705,088
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BB ERR A
A 18 m R Consolidated Income Statement
BREZZAE L _H=14—HILEE For the year ended 31st December, 2006

2006 2005
ZEBEXREF —ZEERF
Note HKS$ HK$
Kt iF BT BT
Attributable to:
5 s
— Equity holders of the Company
- ARAREFE A 12 (155,693,187) 144,661,745
— Minority interests
- P HRRER 40,097,469 2,043,343
(Loss)/profit for the year
KEE (BB ORA (115,595,718) 146,705,088
Dividends
B E 13 — 33,823,440
(Loss)/earnings per share for (loss)/profit attributable
to the equity holders of the Company during the year
(HK cents)
AEERBARATAIREREA (BR) &R
ZER (FE) BF GBA) 14
- Basis
- &R (9.21) 8.55
- Diluted
-#E N/A N/A
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YU MING INVESTMENTS LIMITED
B E A RA

OB EAMBEE Consolidated Balance Sheet

—“REAFF A= —HER As at 31st December, 2006
2006 2005
—EERE —TTARF
Note HKS$ HK$
[t i BT BT
ASSETS AND LIABILITIES
BEERERE
Non-current assets
FRBEE
Investment properties
REME 17 1,340,000,000 1,020,113,993
Long term deposits
RHFTT€ 18 - 31,478,562
Interests in associates
NN 20 - 11,926,269
Interests in jointly controlled entities
RERZEESE D RER 21 1,438,648 40,000
Available-for-sale financial assets
A ENBEEE 22 464,219,216 688,332,547
Goodwill
EES 23 - =

1,805,657,864 1,751,891,371

Current assets

REBEE
Trade and other receivables and deposits paid
BmERAMERARE RS 24 101,133,077 20,223,755
Available-for-sale financial assets
AEHENKEE 22 663,000 4,412,500
Loans to minority interests
BRTIHRRER 25 25,600,000 =
Financial assets at fair value through profit or loss
BRATEINGEREEGREE  MBEE 26 17,082,000 7,868,250
Pledged bank fixed deposits
TER R RITE BEFER 27 10,537,895 16,813,031
Cash and cash equivalents
RekBReEEY 27 142,878,833 5,511,805
297,894,805 54,829,341
Current liabilities
hREEE
Other payables, accrued expenses and
deposits received
Hit AT - B ERARBKES 28 26,081,851 11,860,166
Borrowings
=p- 29 38,322,174 10,496,176
Taxation payable
JE# T8 22,996,019 26,832,724
87,400,044 49,189,066
Net current assets
REBEERE 210,494,761 5,640,275
Total assets less current liabilities
EERBERRBEE 2,016,152,625 1,757,531,646
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HEaEBEEAMEE Consolidated Balance Sheet
—“REAFF A= —HER As at 31st December, 2006
2006 2005
—EERE —TTREF
Note HKS$ HK$
[t i BT BT
Non-current liabilities
E(RBEE
Borrowings
BE 29 887,971,818 475,054,574
Loans from minority interests
LERRE = ER 25 120,172,611 157,391,656
Rental deposits received
BREBET & 14,791,198 5,470,038
Deferred tax liabilities
ELEREAE 33 68,500,354 66,878,763
1,091,435,981 704,795,031
Net Assets
EERE 924,716,644 1,052,736,615
Equity
N
Equity attributable to the equity holders
of the Company
KA REFEAELEREAES
Share capital
[N 30 169,117,199 169,117,199
Reserves
& 31 563,213,846 697,507,846
Proposed final dividend
R RHEIRR 2 13 - 33,823,440
732,331,045 900,448,485
Minority interests
DB R 192,385,599 152,288,130
Total equity
BRAEREE 924,716,644 1,052,736,615
Net asset value per share attributable to
the equity holders of the Company
ERRAREREAREBREERE 32 0.43 0.53

Fung Wing Cheung, Tony Fung Yiu Fai, Peter
K SR e
Chairman Managing Director
FE BFEALE
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BB ER R A
HoE A AR Balance Sheet
—“REAFF A= —HER As at 31st December, 2006
2006 2005
—REAE  -TEAH
Note HK$ HK$
B it BT BT
ASSETS AND LIABILITIES
EEREE
Non-current assets
ERBEE
Interests in subsidiaries
N INEENGIE 35 19 2,470,906 2,470,909
Interests in jointly controlled entities
RERZEEEERAER 21 40,000 40,000
2,510,906 2,510,909
Current assets
REEE
Amounts due from subsidiaries
JE U5 B B A Bl IR 19 317,240,634 624,515,240
Other receivables
H h 8 WK 1,887,856 224,694
Cash and cash equivalents
BEeRBEEEY 27 93,405,675 2,535,127
412,534,165 627,275,061
Current liabilities
REAE
Other payables, accrued expenses and deposits received
HMEHAR Bt ERARBE KRS 28 963,085 850,251
Amounts due to subsidiaries
R B R R FRIE 19 9,808,031 9,040,188
10,771,116 9,890,439
Net current assets
RBEEFE 401,763,049 617,384,622
Total assets less current liabilities
EEHRERABARS 404,273,955 619,895,531
Equity
RAER
Share capital
A& 7 30 169,117,199 169,117,199
Reserves
B 31 235,156,756 416,954,892
Proposed final dividend
R AR E R B 13 - 33,823,440
Total equity
BAEREE 404,273,955 619,895,531

Fung Wing Cheung, Tony

K s RE
Chairman Managing Director
FE BEALT

Fung Yiu Fai, Peter
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% EmEEARA T o
A G BE xR Consolidated Statement of Changes in Equity

BEZRRAEF A+ HIEER

For the year ended 31st December, 2006

Minority
Equity attributable to equity holders of the Company Interests Total
ARAREREAEERARS SURRRE &g
Capital Capital Investment  Proposed
Share Share redemption contribution  revaluation final  Retained
capital  premium reserve reserve reserve  dividend earnings Total
gx gx RE Rk
B ROEE BRERE AARE  EfRG  AHRE  REEA &g
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
AT AT AT AT AT AT AT AT AT AT
At 1st January, 2005
ZERRE-A-REE 169,117,199 311,582,062 4,031,600 - 21,009,678 — 255,784,299 761,524,838 - 761,524,838
Realisation of revaluation
surplus of available-for-sale
financial assets on disposal
REERERTHLERNKEE
ZERRA = = = - (8,565,897) = - (8,565,897) - (8565897)
Fair value loss on
available-for-sale financial assets
HHERKEEL ATEER = = = - (17,767,122 = - (17,767,122) - (17,767,122
Net expense recognised
directly in equity
RRAEREZRRL
XHEE = = = - (26333019 = - (26333019 - (26,333,019
Profit for the year
AER - - - - = — 144,661,745 144,661,745 2,043,343 146,705,088
Total recognised income and
expense for the year
FEEBRAUARTHAR = = = - (26333019 ~ 144661745 118328726 2,043,343 120,372,069
2005 proposed final dividend (note 13)
“RERERERBRE (Wi 13) - - - - - 33823440 (33,823,440) = = =
Impairment loss written-off to
the income statement
REERHH L AREE = = = - 20,228,149 = - 20,228,149 - 20228149
Statutory reserve - associates
EEEE-BEAA = = - 366,772 = = - 366,772 - 366772

Amount arising from acquisition
of subsidiaries

FEHBARELZRE

_ _ - = - = = — 150,244,787 150,244,787

At 31st December, 2005
“EERETCA=+-HEE

169,117,199 311,582,062 4,031,600*  366,772* 14,904,808* 33,823,440 366,622,604* 900,448,485 152,288,1301,052,736,615
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T £ AN
BHREAR A
2 RYN =
R0 ME AR A ) R Consolidated Statement of Changes in Equity
REZZZANETZA=Z+—HILEE For the year ended 31st December, 2006
Minority
Equity attributable to equity holders of the Company Interests Total
ARAREREAEERARS SURRRE &g
Capital Capital Investment  Proposed
Share Share redemption contribution  revaluation final  Retained
capital  premium reserve reserve reserve  dividend earnings Total
gx gx RE Rk
B ROEE BRERE AARE  EfRG  AHRE  REEA &g
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
AT AT AT AT AT AT AT AT AT AT
At 1st January, 2006
“E2ERE--REE 169,117,199 311,582,062 4,031,600 366,772 14,904,808 33,823,440 366,622,604 900,448,485 152,288,1301,052,736,615
Realisation of revaluation
surplus of available-for-sale
financial assets on disposal
REERERTHLERNKEE
LERRR - - - - (2329542) = - (232954 - (232954
Fair value gain on
available-for-sale financial
assets
HHERKEELATERR - = = - 1326927 = - 1326927 - 1326927
Net income recognised directly
in equity
REARRERBAZRAFE = = = - 4,997,385 = - 4,997,385 ~ 4,997,385
Loss for the year
RERER - - - - - — (155,693,187) (155,693,187) 40,097,469 (115,595,718)
Total recognised income and
expense for the year
AERERDUARR LR - - - - 4,997,385 ~ (155,693,187) (150,695,802) 40,097,469 (110,598,333)
Impairment loss written-off
to the income statement
REERHH L AREE - - - - 16,401,802 = - 16,401,802 - 16,401,802
2005 final dividend paid (note 13)
ZETREERRERE (13 - - - - — (33,823,440) — (33,823,440) — (33,823,440)
At 31st December, 2006
“ERNETIRACT-RER 169,117,199 311,582,062+ 4,031,600  366,772¢ 36,303,995+ ~ 210,929,417 732,331,045 192,385,599 924,716,644

* W E R B EIEE63,213846 L (ZETHF
697,507,846 7T) IE RN r e BEABR 2 # M -

The aggregate amount of these balances of HK$563,213,846
(2005: HK$697,507,846) represents the reserves in the
consolidated balance sheet.
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BEZRRAEF A+ HIEER

Consolidated Cash Flow Statement

For the year ended 31st December, 2006

2006 2005
ZEBBARF —EERF
Note HK$ HK$
Kt iF # T BT
Cash flows from operating activities
REEBZRERE
(Loss)/profit before income tax
FrgBA (B518) /%7 (113,096,709) 149,928,971
Adjustments for:
FEHIIER fEH
Interest income from available-for-sale financial assets
AHEENBEEZFEKA 5 (3,267,645) (14,120,649)
Interest income on accrued dividend income
JRE WA B 2 B U A 5 (2,268,949) =
Interest income from bank deposits
RATIF R Z FLE WA 5 (3,214,463) (3,148,755)
Dividend income
AR E A 5 (86,462,629) (452,275)
Derecognition of available-for-sale financial assets and other receivable
AT S B 7S B B M H fth B MR 2 BUHE HE R 8 190,190,000 =
Gain on disposal/redemption of available-for-sale financial assets
i RE B AT S B RS A E 2 6 (7,122,477) (18,389,333)
Valuation surplus on investment properties
REYFE 2 HERER (1,679,625) =
Impairment loss of goodwill arising from acquisition of associates
Al EmE N R EE 2 HEFEREE 10 - 35,963,702
Impairment loss of goodwill arising from acquisition of subsidiaries
AWENBLREE  HEFEREE 10 - 1,037,788
Excess of acquirer’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost of business combination
WEARBWBAZAZRANEE  BERIABEFQFE
ZRRBBEBAHRAZEE 10 - (11,900,206)
Impairment of available-for-sale financial assets
A EM K E E 2 FEa 16,401,802 20,228,149
Fair value gain on financial assets at fair value through profit or loss
RATEIEREERREE VBEE 2 A FERKE 6 (9,213,750) (380,250)
Impairment of interests in associates
FABSE & A R R 2 2 FE AR 10 6,092 =
Interest on bank and other borrowings paid
ERNRITREMEEZ S 9 37,108,152 8,725,732
Fair value loss on financial instruments of interest rate swap contracts
B TARFERABAN 2 A FEER 9 847,456 =
Share of results of associates
pol(=h NG 11,920,177 (167,115,652)
Share of results of jointly controlled entities
DIEEREEEERRIFEE (4,458,157) 45,986
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WHEBHESmER Consolidated Cash Flow Statement

REZZZANETZA=Z+—HILEE For the year ended 31st December, 2006
2006 2005
ZEBBARF —EERF
Note HK$ HK$
Kt iF # T BT
Operating profit before working capital changes
Rt & EE ©# B AL &% T 25,689,275 423,208
Increase in trade and other receivables and deposits paid
mEREMERTRRE MRS ZEM (706,812) (14,062,445)
Decrease in deposit on investment
RET 2B - 10,902,974
Decrease in deposits received
Blize 2w - 5,470,038
Increase/(decrease) in other payables, accrued expenses and deposits received
HihfEHR - BrBERRE YIRS ZE M, ) 13,931,631 (3,096,867)
Cash generated from/(used in) in operations
REXBELE,/ (FR)2RL 38,914,094 (363,092)
Interest received from available-for-sale financial assets
AREENBEE B RWAE 5,428,045 14,494,468
Bank interest received
B R IT & 3,001,733 3,148,091
Dividend received
B R & 1,280,563 452,275
Interest on bank and other borrowings paid
ERNRITREMEERZ S (36,650,717) (8,724,484)
Income taxes paid
B FTEH (4,714,123) (4,323,043)
Net cash generated from operating activities
HERBEFZ T2 FHE 7,259,595 4,684,215
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WHEBHESmER Consolidated Cash Flow Statement

REZZZANETZA=Z+—HILEE For the year ended 31st December, 2006
2006 2005
ZEBBARF —EERF
Note HK$ HK$
Kt iF # T BT
Cash flows from investing activities
REEBZRERE
Purchase of available-for-sale financial assets
BARHEEMBEE (26,158,068) (76,596,885)
Proceeds from disposal of available-for-sale financial assets
& AT E M B E 2 TS R IE 92,617,428 108,065,873
Purchase of investment properties
BAREME (286,727,820) (216,592,315)
Acquisition of subsidiaries
g =N - (141,916,230)
Advances to jointly controlled entities
mEREESE R AREERR - (57,577,771)
Repayment of amounts due from associates
Bk & A Bl E B R - 1,800,000
Decrease in pledged bank fixed deposits
BEHEPRITEBFRZRD 6,275,136 102,859,080
Net cash used in investing activities
REZGHEZEEFE (213,993,324) (279,958,248)
Cash flows from financing activities
REXKZRERE
Dividends paid to the Company’s equity holders
XNARAREREEAZKRS (33,823,440) =
Loan from bank and other borrowings
RITREMBEE 2 MISHRIEA 440,743,242 294,565,076
(Advances to)/repayment from minority interests
(REBFGEIERR) L BRREER (25,600,000) 28,500
Repayment of loans from minority interests
BREIERRAREER (37,219,045) (21,804,367)
Net cash generated from financing activities
BERBELEZ R FHE 344,100,757 272,789,209
Net increase/(decrease) in cash and cash equivalents
REeRELEEY2FHEEM CBD) 137,367,028 (2,484,824)
Cash and cash equivalents at 1st January
R—B—HZEERREZEEY 5,511,805 7,996,629
Cash and cash equivalents at 31st December
RT-A=+—HZEERELEEY 142,878,833 5,511,805
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Notes to the Financial Statements

For the year ended 31st December, 2006

—REHR

BRCEEFRAR ([RAF]) REBFMAL
RAIRZBRAR - ARARFMHERZHIEA
BEAERERNEF29RELEAITIORI001E - M
HIEBLEWIHARE - AR ABRONRBBHE
RBFERAR ([BRFT]) £ o

ARBAREMBAR (RERIAEE]) 2EEHE
BERRENRLETMRIIFLTESZRMFEERE -

EBEFINAZHBBRDBRBEFT LSO
S ([ERSFMAG]) B 2BEMBRE LD
(BEMBHREER]) (EREEMEERZE
RIBEMBHRSED  BFEGHEARREZS
M) RERERRKIZRERE - BHHRRTE
REEBEXIMABERARES EMARA ([EH
BA 2 ERBERE °

HE_ZEZERFT_A=+—HILEFEZHBER
REKBAEFERN _ZETLF=A-_+N\Bit
JE ©

RAFIAEBIT2ERBYBREER
RZZEZRE-A—BE AEEEHRAMER

TEERF A HERERREREE B
el RASERI BB M B ImE LR -

SR AT AT A I T B B A R 4 B 3 48
BARARAREZ RHBEEREALY &

AEHBRIMEE -

© M {B 18 R 4 3z # 1E RARE FT £ A

AEBEYERFERAUATERMBERRERZE
B BREELED - ARFEERY  KARESE
B BRELENEAEE 2 BRI L BEBKE
ARG E -

GENERAL INFORMATION

Yu Ming Investments Limited (the “Company”) is a limited
liability company incorporated and domiciled in Hong Kong.
The address of the Company’s registered office is 1001,
10th Floor, AON China Building, 29 Queen’s Road Central,
Hong Kong and, its principal place of business is in Hong
Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The principal activities of the Company and its subsidiaries
(together referred to as the “Group”) include the
investments in listed and unlisted securities and properties.

The financial statements on pages 33 to 122 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) which collective term includes all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA") and the requirements of
the Hong Kong Companies Ordinance. The financial
statements also include the applicable disclosure
requirements of the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited (“Listing
Rules”).

The financial statements for the year ended 31st December,
2006 were approved by the board of directors on 28th
March, 2007.

ADOPTION OF NEW OR AMENDED HKFRSs

From 1st January, 2006, the Group has adopted all the new
and amended HKFRSs which are first effective on 1st
January, 2006 and relevant to the Group.

The adoption of these new and amended HKFRSs did not
result in significant changes in the Company’s and the
Group’s accounting policies but gave rise to additional
disclosures.

New or amended HKFRSs that have been issued but
are not yet effective

The Group has not early adopted the following HKFRSs that
have been issued but are not yet effective. The directors of
the Company anticipate that the adoption of such HKFRSs
will not result in material financial impact on the Group'’s
financial statements.
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Notes to the Financial Statements

For the year ended 31st December, 2006

2. R EALETERMKEREER (F) 2. ADOPTION OF NEW OR AMENDED HKFRSs
(continued)

BAETENE IR (BFA) HBHmE 225 R HKAS 1 (Amendment)  Presentation of Financial Statements — Capital

BE! Disclosures'

BRAMBREEASTS

ERER: BB

HKFRS 7

Financial Instruments: Disclosures '

BB RS AR 85 BENE HKFRS 8 Operating Segments’
A& (BIR B s 5 & BEBBSHERNF9% HK (IFRIC) - Int 7 Applying the Restatement Approach under
2EZ88) [(BEREFRSET 2 HKAS 29 Financial Reporting in
-REEIR BEBREI RAEG]E Hyperinflationary Economies?
A& (BB B s 5 22 A BB KRS E25R HK (IFRIC) - Int 8 Scope of HKFRS 23
2EZE9) AR
-REER
Bk (AEREREER NElTET A2 EHATE HK (IFRIC) - Int 9 Reassessment of Embedded Derivates*
2EZE9)
-REEMN
Bk (AR REER R KRS R ES HK (IFRIC) - Int 10 Interim Financial Reporting and Impairments
2EZE9)
-ZREE10%
A& (BIPR B s i o5 22 A SERBERNZH° HK (IFRIC) - Int 11 Group and Treasury Share Transactions®
2EZE9)
-REENR
Bk (ARG REER REZE R HK (IFRIC) - Int 12 Service Concession Arrangements?
2EZE9)
—REENR
' RZTEEF A —BRzERBZFEEBAEN t Effective for annual periods beginning on or after 1st January,
2007
2 RIETRFoA—HI2ERRZFEERRER 2 Effective for annual periods beginning on or after 1st March,
2006
3 RIETARFRA— B Z2ERRZEERRER E Effective for annual periods beginning on or after 1st May,
2006
¢ RIZETARFANA B 2ERBRZFEERRER 2 Effective for annual periods beginning on or after 1st June,
2006
5 RITERFT A B ZzERABZFEHRREAE 3 Effective for annual periods beginning on or after 1st
U November, 2006
¢ RITETEF=-A—HZEBRARZFEEHRRER 5 Effective for annual periods beginning on or after 1st March,
2007
7 O RZETNF A B2 ERRZFEEARER 7 Effective for annual periods beginning on or after 1st January,
2009
8 RITETNF—A—Hlz2ERARZFEERRER E Effective for annual periods beginning on or after 1st January,
2008
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Notes to the Financial Statements

For the year ended 31st December, 2006

3. EX

3.1
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

3.3

Basis of preparation

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated.

The financial statements have been prepared on the
historical cost basis except for the investment
properties and certain financial assets and liabilities.
The measurement bases are fully described in the
accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to
the financial statements, are described on Note 4.

Certain comparative figures have been reclassified to
conform with the current year’s presentation.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries made up to 31st December each year.

Subsidiaries

Subsidiaries are entities over which the Group has the
power to control the financial and operating policies
so as to obtain benefits from their activities. The
existence and effect of potential voting rights that are
currently exercisable or convertible are considered
when assessing whether the Group controls another
entity. Subsidiaries are fully consolidated from the date
on which control is transferred to the Group. They are
excluded from consolidation from the date that control
ceases.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.3 MEAA (&)

3.3 Subsidiaries (continued)
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Business combinations (other than for combining
entities under common control) are accounted for by
applying the purchase method. This involves the
revaluation at fair value of all identifiable assets and
liabilities, including contingent liabilities of the
subsidiary, at the acquisition date, regardless of
whether or not they were recorded in the financial
statements of the subsidiary prior to acquisition. On
initial recognition, the assets, liabilities and contingent
liabilities of the subsidiary are included in the
consolidated balance sheet at their fair values, which
are also used as the bases for subsequent measurement
in accordance with the Group’s accounting policies.

Intra-group transactions, balances and unrealised gains
on transactions between group companies are
eliminated in preparing the consolidated financial
statements. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the asset transferred.

In the Company’s balance sheet, subsidiaries are carried
at cost less any impairment loss. The results of the
subsidiaries are accounted for by the Company on the
basis of dividends received and receivable at the
balance sheet date.

Minority interest represents the portion of the profit
or loss and net assets of a subsidiary attributable to
equity interests that are not owned by the Group and
are not the Group's financial liabilities.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

3.3

3.4

Subsidiaries (continued)

Minority interests are presented in the consolidated
balance sheet within equity, separately from the equity
attributable to the equity holders of the Company.
Profit or loss attributable to the minority interests are
presented separately in the consolidated income
statement as an allocation of the Group’s results.
Where losses applicable to the minority exceeds the
minority interests in the subsidiary’s equity, the excess
and further losses applicable to the minority are
allocated against the minority interest to the extent
that the minority has a binding obligation and is able
to make an additional investment to cover the losses.
Otherwise, the losses are charged against the Group's
interests. If the subsidiary subsequently reports profits,
such profits are allocated to the minority interest only
after the minority’s share of losses previously absorbed
by the Group has been recovered.

Associates and joint ventures

Associates are those entities over which the Group is
able to exert significant influence, generally
accompanying a shareholding of between 20% and
50% of voting rights but which are neither subsidiaries
nor investments in a joint venture.

A joint venture is a contractual arrangement whereby
two or more parties undertake an economic activity
that is subject to joint control. Joint control is the
contractually agreed sharing of control over an
economic activity, and exists only when the strategic
financial and operating decisions relating to the activity
require the unanimous consent of the venturers.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

34 BMERXARGELEX (B

3.4 Associates and joint ventures (continued)
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In consolidated financial statements, investments in
associates and jointly controlled entities are initially
recognised at cost and subsequently accounted for
using the equity method. Under the equity method,
the Group’s interests in the associate and jointly
controlled entities are carried at cost and adjusted for
the post-acquisition changes in the Group's share of
the associate’s or the jointly controlled entity’s net
assets less any identified impairment loss. The
consolidated income statement includes the Group's
share of the post-acquisition, post-tax results of the
associate or the jointly controlled entity for the year,
including any impairment loss on goodwill relating to
the investment in associate or jointly controlled entity
recognised for the year.

When the Group’s share of losses in an associate or a
jointly controlled entity equals or exceeds its interest
in the associate or the jointly controlled entity, the
Group does not recognise further losses, unless it has
incurred legal or constructive obligations or made
payments on behalf of the associate or the jointly
controlled entity. For this purpose, the Group’s interest
in the associate or the jointly controlled entity is the
carrying amount of the investment under the equity
method together with the Group’s long-term interests
that in substance form part of the Group's net
investment in the associate or the jointly controlled
entity.

Any excess of the cost of acquisition over the Group's
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate or
the jointly controlled entity recognised at the date of
acquisition is recognised as goodwill. The cost of
acquisition is measured at the aggregate of the fair
values, at the date of exchange, of assets given,
liabilities incurred or assumed and equity instruments
issued by the Group, plus any costs directly attributable
to the investment.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

34 BMEQATREELE (F) 3.4 Associates and joint ventures (continued)
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The goodwill is included within the carrying amount
of the investment and is assessed for impairment as
part of the investment. After the application of equity
method, the Group determines whether it is necessary
to recognise an additional impairment loss on the
Group's investment in its associates or jointly controlled
entities. At each balance sheet date, the Group
determines whether there is any objective evidence
that the investment in associate or jointly controlled
entity is impaired. If such indications are identified,
the Group calculates the amount of impairment as
being the difference between the recoverable amount
(see Note 3.10) of the associate or the jointly controlled
entity and its carrying amount.

Any excess of the Group’s share of the net fair value
of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition, after
reassessment, is recognised immediately in profit or
loss in the determination of the Group's share of the
associate’s or the jointly controlled entity’s profit or
loss in which the investment is acquired.

Unrealised gains on transactions between the Group
and its associates and jointly controlled entities are
eliminated to the extent of the Group’s interest in the
associates and the jointly controlled entities. Unrealised
losses are also eliminated unless the transaction
provides evidence of an impairment of the asset
transferred. Where the associate or jointly controlled
entity uses accounting policies other than those of the
Group for like transactions and events in similar
circumstances, adjustments are made, where necessary,
to conform the associate’s or the jointly controlled
entity’s accounting policies to those of the Group when
the associate’s or the jointly controlled entity’s financial
statements are used by the Group in applying the
equity method.

In the Company’s balance sheet, investments in
associates and jointly controlled entities are stated at
cost less any impairment losses. The results of
associates and jointly controlled entities are accounted
for by the Company on the basis of dividends received
and receivable.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5 IHEEBE 3.5 Foreign currency translation
B mERUEBT (BTl 27 - Bk The financial statements are presented in Hong Kong
KRB ZINEER o Dollars (“HK$"), which is also the functional currency

of the Company.

RERE BB ZEARMBREA - INER FHiIR In the individual financial statements of the
R 5% H ZERET}&' S R ERIE 582 e consolidated entities, foreign currency transactions are
B - & AN BB BB EE translated into the functional currency of the individual
;BE i’ﬂiz HﬂﬁHZE?T@k o HEEH entity using the exchange rates prevailing at the dates
RERGREEAETHREEREERAE of the transactions. At balance sheet date, monetary
FrEAINERT REE - TREZKRARE assets and liabilities denominated in foreign currencies
R o are translated at the foreign exchange rates ruling at
the balance sheet date. Foreign exchange gains and
loss resulting from the settlement of such transactions
and from the balance sheet date retranslation of
monetary assets and liabilities are recognised in the
income statement.
BATFEYIRWLAINE BB 2 EERIRE Non-monetary items carried at fair value that are
DIEEEAFEBRZEXSNRE - Wik denominated in foreign currencies are retranslated at
HEREATFENRESNEEZ 5% o WELK the rates prevailing on the date when the fair value
R LAINE BB GTE 2 FERIHEETIEE was determined and are reported as part of the fair
e o value gain or loss. Non-monetary items that are
measured in terms of historical cost in a foreign
currency are not retranslated.
RERE MEIRERA - BINEBR L AE BIR In the consolidated financial statements, all individual
REEBZREE 2 EE 2] 2 A @RI 5 financial statements of foreign operations, originally
HEk BEHMEREL BERBECREH presented in a currency different from the Group's
Bzl mERBRESET - WARIZTHE R presentation currency, have been converted into Hong
R 5 B HA 2z i A I =gt B i B 2 19 e Kong dollars. Assets and liabilities have been translated
EFE BB - EERRFBERANERE - into Hong Kong dollars at the closing rate at the
BhTRELEZFRNEZEEECRERANCE balance sheet date. Income and expenses have been
BRERESITERRE - converted into Hong Kong dollars at the exchange

rates ruling at the transaction dates, or at average
rates over the reporting period provided that the
exchange rates do not fluctuate significantly. Any
differences arising from this procedure have been dealt
with separately in the currency translation reserve in
equity.
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YU MING INVESTMENTS LIMITED

HEBREARAF

Notes to the Financial Statements

For the year ended 31st December, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.6

3.7

3.8

Revenue recognition

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

Interest income is recognised on a time-proportion
basis using the effective interest method.

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

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

Borrowing costs

All borrowing costs are expensed as incurred.

Goodwill

Set out below are the accounting policies on goodwill
arising on acquisition of a subsidiary. Accounting for
goodwill arising on acquisition of investment in an
associate or a jointly controlled entity is set out in
Note 3.4.

Goodwill represents the excess of the cost of a business
combination over the Group's interest in the net fair
value of the acquiree’s identifiable assets, liabilities
and contingent liabilities. The cost of the business
combination is measured at the aggregate of the fair
values, at the date of exchange, of assets given,
liabilities incurred or assumed, and equity instruments
issued by the Group, plus any costs directly attributable
to the business combination.

. -
SRENEAE

Annual Report 2006



YU MING INVESTMENTS LIMITED

52

HEBREARAF

W %5 Ak B G

BEZRRAEF A+ HIEER

- :
e B gL

Notes to the Financial Statements

For the year ended 31st December, 2006

3. EXERBERME (&)

3.8

3.9

g (&)

BRI AR B M EIENE  c mELE
FRESELBEN - WHFEFEE S (s
3.10)

EMAREERNREET ZARHNEE  BF
MEABBEZ R PR EERBBNERS G
ZBA - BIEEPME s R o

REREENBRARE  EEXMcEEZE
HHERNEETHEREXBEREBEER o

BREME

REVERRBEERSEAXTEZ L1t
/ST - ARBEERA R, & A
B - BB ERRERA B REERKE SR
prdi b A

EAKERBEEHEFA Y EERD AR
HEWAR,/ HERIEE - ZE SR ER
MEZIBRADERREWE - EWZFIE
REMEZ Y FERIERERE L H AR
# o

RIVRERE  REMETDIRKA (BEE
MEEREBESH)GE - RRERR &
BYMETIR A FEINR - 2 FEIIHERE
MEZWHREEMOTEAREE &R
BEXMERE NEERBRERZE
HERMRNGEEBER 2TSER

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.8

3.9

Goodwill (continued)

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units
and is tested annually for impairment (see Note 3.10).

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 is recognised immediately in profit or loss.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of gain or loss on
disposal.

Investment property

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

When the Group holds a property interest under an
operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted
for as an investment property on a property-by-
property basis. Any such property interest which has
been classified as an investment property is accounted
for as if it were held under a finance lease.

On initial recognition, investment property is measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment property
is stated at fair value. Fair value is determined by
external professional valuers, with sufficient experience
with respect to both the location and the nature of
the investment property. The carrying amounts
recognised in the balance sheet reflect the prevailing
market conditions at the balance sheet date.
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YU MING INVESTMENTS LIMITED

HEBREARAF

Notes to the Financial Statements

For the year ended 31st December, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.9

3.10

Investment property (continued)

Property that is being constructed or developed for
future use as investment property is classified as
property, plant and equipment and stated at cost until
construction or development is complete, at which time
it is reclassified as investment property. Any changes
between the fair value of the property at that date
and its previous carrying amount is recognised in profit
or loss.

Gains or losses arising from either changes in the fair
value or the sale of an investment property is included
in the profit or loss for the period in which they arise.

Impairment of assets

Goodwill arising on an acquisition of subsidiary,
interests in subsidiaries, associates and jointly
controlled entities are subject to impairment testing.

Goodwill with an indefinite useful life or those not yet
available for use are tested for impairment at least
annually, irrespective of whether there is any indication
that they are impaired. All other assets are tested for
impairment whenever there are indications that the
asset’s carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount unless
the relevant asset is carried at a revalued amount under
the Group’s accounting policy, in which case the
impairment loss is treated as a revaluation decrease
according to that policy. The recoverable amount is
the higher of fair value, reflecting market conditions
less costs to sell, and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate
that reflects current market assessment of time value
of money and the risk specific to the asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Impairment of assets (continued)

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash
independently (i.e. a cash-generating unit). As a result,
some assets are tested individually for impairment and
some are tested at cash-generating unit level. Goodwill
in particular is allocated to those cash-generating units
that are expected to benefit from synergies of the
related business combination and represent the lowest
level within the Group at which the goodwill is
monitored for internal management purpose.

inflows

Impairment losses recognised for cash-generating units,
to which goodwill has been allocated, are credited
initially to the carrying amount of goodwill. Any
remaining impairment loss is charged pro rata to the
other assets in the cash generating unit, except that
the carrying value of an asset will not be reduced
below its individual fair value less cost to sell, or value
in use, if determinable.

An impairment loss on goodwill is not reversed in
subsequent periods. In respect of other assets, an
impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined if
no impairment loss had been recognised.

Leases

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

3.11 Leases (continued)

(ii)

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

- property held under operating leases that
would otherwise meet the definition of an
investment property is classified as an
investment property on a property-by-
property basis and, if classified as investment
property, is accounted for as if held under
a finance lease (see Note 3.9); and

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

Operating lease charges as the lessee

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to the income statement on a straight line
basis over the lease terms except where an alternative
basis is more representative of the pattern of benefits
to be derived from the leased assets. Lease incentives
received are recognised in the income statement as an
integral part of the aggregate net lease payments
made. Contingent rental are charged to the income
statement in the accounting period in which they are
incurred.
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3. EAREHBREHRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

312HEEE 3.12 Financial assets
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The Group's accounting policies for financial assets
other than investments in subsidiaries, associates and
jointly controlled entities are set out below.

The Group classifies its financial assets into the
following categories: financial assets at fair value
through profit or loss; loans and receivables and
available-for-sale financial assets. Management
determines the classification of its financial assets at
initial recognition depending on the purpose for which
the financial assets were acquired and where allowed
and appropriate, re-evaluates this designation at every
reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
of financial assets are recognised on trade date. When

financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments
not at fair value through profit or loss, directly
attributable transaction costs.

Sh - IR BN IR A FEFAERR - BIIRE
EKRIERSKRAGFE -

Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expire or
are transferred and substantially all of the risks and
rewards of ownership have been transferred. At each
balance sheet date, financial assets are reviewed to
assess whether there is objective evidence of
impairment. If any such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial assets.

BUBBRERSREZENE R EAEZ
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3. EXERBERME (&) 3.

312 BEE (H)

3.12 Financial assets (continued)

(i)
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Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or
loss include financial assets held for trading and
financial assets designated upon initial recognition
as at fair value through profit or loss.

Financial assets are classified as held for trading
if they are acquired for the purpose of selling in
the near term. Derivatives, including separated
embedded derivatives are also classified as held
for trading unless they are designated as effective
hedging instruments or financial guarantee
contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial asset at fair value
through profit or loss, except where the
embedded derivative does not significantly modify
the cash flows or it is clear that separation of
the embedded derivative is prohibited.

Financial assets may be designated at initial
recognition as at fair value through profit or loss
if the following criteria are met:

- the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on them
on a different basis; or

- the assets are part of a group of financial
assets which are managed and their
performance evaluated on a fair value basis,
in accordance with a documented risk
management strategy and information
about the group of financial assets is
provided internally on that basis to the key
management personnel; or

- the financial asset contains an embedded
derivative that would need to be separately
recorded.
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3. EXERBERME (&)

312 BEE (H)

(i)

(ii)

(iii)
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.12 Financial assets (continued)

0]

(ii)

(iii)

Financial assets at fair value through profit or
loss (continued)

Subsequent to initial recognition, the financial
assets included in this category are measured at
fair value with changes in fair value recognised
in income statement.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables are subsequently measured at
amortised cost using the effective interest
method, less any impairment losses. Amortised
cost is calculated taking into account any discount
or premium on acquisition and includes fees that
are an integral part of the effective interest rate
and transaction cost.

Available-for-sale financial assets

Available-for-sale financial assets include non-
derivative financial assets that are either
designated to this category or do not qualify for
inclusion in any of the other categories of
financial assets. All financial assets within this
category are subsequently measured at fair value.
Gain or loss arising from a change in the fair
value is recognised directly in equity, except for
impairment losses (see the policy below) and
foreign exchange gains and losses, until the
financial asset is derecognised, at which time the
cumulative gain or loss previously recognised in
equity would be recognised in profit or loss.
Interest calculated using the effective interest
method is recognised in profit or loss. Upon
disposal, the cumulative gain or loss previously
recognised in equity is transferred to the income
statement.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.12 Financial assets (continued)

(iif)  Available-for-sale financial assets (continued)

For available-for-sale investments in equity
securities that do not have a quoted market price
in an active market and whose fair value cannot
be reliably measured and derivatives that are
linked to and must be settled by delivery of such
unquoted equity instruments, they are measured
at cost less any identified impairment losses at
each balance sheet date subsequent to initial
recognition.

Impairment of financial assets

At each balance sheet date, financial assets other
than at fair value through profit or loss are
reviewed to determine whether there is any
objective evidence of impairment. If any such
evidence exists, the impairment loss is measured
and recognised as follows:

(a) Financial assets carried at amortised cost

If there is objective evidence that an
impairment loss on loans and receivables
has been incurred, the amount of the loss
is measured as the difference between the
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 (i.e.
the effective interest rate computed at initial
recognition). The amount of the loss is
recognised in profit or loss of the period in
which the impairment occurs.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.12 Financial assets (continued)

(a)

(b)

Financial assets carried at amortised cost
(continued)

If, in 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, the previously
recognised impairment loss is reversed to the
extent that it does not result in a carrying amount
of the financial asset exceeding what the
amortised cost would have been had the
impairment not been recognised at the date the
impairment is reversed. The amount of the
reversal is recognised in profit or loss of the
period in which the reversal occurs.

Available-for-sale financial assets

When a decline in the fair value of an available-
for-sale financial asset has been recognised
directly in equity and there is objective evidence
that the asset is impaired, an amount is removed
from equity and recognised in profit or loss as
impairment loss. That amount is measured as the
difference between the asset’s acquisition cost
(net of any principal repayment and amortisation)
and current fair value, less any impairment loss
on that asset previously recognised in profit or
loss.

Reversals in respect of investment in equity
instruments classified as available-for-sale are not
recognised in the income statement. The
subsequent increase in fair value is recognised
directly in equity. Impairment losses in respect of
debt securities are reversed if the subsequent
increase in fair value can be objectively related
to an event occurring after the impairment loss
was recognised. Reversal of impairment losses in
such circumstances are recognised in profit or
loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.12 Financial assets (continued)

(c)  Financial assets carried at cost

The amount of impairment loss is measured as
the difference between the carrying amount of
the financial asset and the present value of
estimated future cash flows discounted at the
current market rate of return for a similar financial
asset. Such impairment losses are not reversed in
subsequent periods.

3.13 Accounting for hedging activities

Derivatives financial instruments are initially recognised
at fair value on the date the derivative contract is
entered into and subsequently remeasured at fair value.
Fair value hedges secure the Group against the
exposure to changes in the fair value of a recognised
asset or liability or a firm commitment or an identifiable
portion of such an asset, liability or firm commitment,
that is attributable to a particular risk and could affect
profit or loss.

Changes in the fair value of derivatives that are
designated and qualify as the hedging instruments of
fair value hedges are recorded in the income statement,
together with any changes in the fair value of the
hedged asset or liability that are attributable to the
hedged risk. The corresponding adjustments are to
the carrying amounts of the hedged items.

Where the hedged item is a financial instrument carried
at amortised cost, the adjustment to carrying value is
amortised to profit or loss. The adjustment is amortised
fully by maturity of the financial instrument.

When an unrecognised firm commitment is designated
as a hedged item, the subsequent cumulative change
in the fair value of the firm commitment attributable
to the hedged risk is recognised as an asset or liability
with a corresponding gain or loss recognised in profit
or loss. The changes in the fair value of the hedging
instrument are also recognised in profit or loss.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
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3.13 Accounting for hedging activities (continued)
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The Group discontinues fair value hedge accounting if
the hedging instrument expires or is sold, terminated
or exercised without replacement or rollover, or when
the hedge no longer meets the criteria for hedge
accounting or the Group revokes the designation.

3.14 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the balance sheet date. They are
calculated according to the tax rates and tax laws
applicable to the tax periods to which they relate,
based on the taxable profit for the year. All changes
to current tax assets or liabilities are recognised as a
component of tax expense in the income statement.

Deferred tax is calculated using the liability method
on temporary differences at the balance sheet date
between the carrying amounts of assets and liabilities
in the financial statements and their respective tax
bases. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax
assets are recognised for all deductible temporary
differences, tax losses available to be carried forward
as well as other unused tax credits, to the extent that
it is probable that taxable profit will be available
against which the deductible temporary differences,
unused tax losses and unused tax credits can be
utilised.

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from
initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or
loss.
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YU MING INVESTMENTS LIMITED

HEBREARAF

Notes to the Financial Statements

For the year ended 31st December, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

3.14

3.15

3.16

Accounting for income taxes (continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, associates and joint ventures, except
where the Group is able to control the reversal of the
temporary differences and it is probable that the
temporary differences will not reverse in the
foreseeable future.

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the
liability is settled or the asset realised, provided they
are enacted or substantively enacted at the balance
sheet date.

Changes in deferred tax assets or liabilities are
recognised in the income statement, or in equity if
they relate to items that are charged or credited directly
to equity.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in
hand as well as bank deposits with original maturities
of three months or less.

Share Capital

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Any transaction costs associated with the issuing of
shares are deducted from equity (net of any related
income tax benefits) to the extent they are incremental
costs directly attributable to the equity transaction.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
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benefits

Retirement benefits to employees are provided through
a defined contribution plan.

Defined contribution plan

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for all of its employees and those
employees who are eligible to participate in the MPF
Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are
charged to the income statement as they become
payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions
vest fully with the employees when contributed into
the MPF Scheme.

Short-term employee benefits

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

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the
time of leave.

3.18 Financial liabilities

The Group’s financial liabilities include borrowings,
loans from minority interests, other payables, accrued
expenses and deposits received and amount due to a
related company.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
as an expense in finance costs in the income statement.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
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3.18 Financial liabilities (continued)
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A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially different
terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount
is recognised in the income statement.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the
period of the borrowings 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.

Other financial liabilities
Other financial liabilities are recognized initially at their

fair value and subsequently measured at amortised
cost, using the effective interest method.

3.19 Financial guarantees issued

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the holder for loss it incurs
because a specified debtor fails to make payment when
due in accordance with the terms of a debt
instruments.
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3. EXAESTHEME (F) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.19 Fr % M M BB R ()

3.19 Financial guarantees issued (continued)

AR EE LB ER  UZERZATE
M HERBEE R EAMEMNRAZIELTR
A o il 75 B 17 % MR R B B URER 3K AT U B
B zRENEBREARZEEEZASLH
RS TT F A RERR o it 3 42 Uk B s e UL i 1R
8 AR5 1 BT R T AR A B A 1B 25 7
RENEE X o

NI BERBELRAZERAE - RERF
HANESE#HERMEHMBER LA -
BEAN - RIERIFAEABARERIEASEDF
Bz BERAAEEREREREAEE
REOZZRERBEABBRE 2 REE (A
VIHHER 2 SRR R #E (Em)) - 8
TR o

320 E AL
BAKBREZ AT -

() BATEESHESR—EsZERNT
A

— EHIAKE - mASEE KR
AEEX T HRES

- BERASEsESEHEEAE
BTEERZES ¢ 2

—  AAREE I
(i) EALTBEAF
i) HALHHARESBAT

(v) ZALDAREAESARZEBEE
AR

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as deferred
income within trade and other payables. Where
consideration is received or receivable for the issuance
of the guarantee, the consideration is recognised in
accordance with the Group's policies applicable to that
category of asset. Where no such consideration is
received or receivable, an immediate expense is
recognised in profit or loss on initial recognition of
any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over the
term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised if and when it becomes probable that the
holder of the guarantee will call upon the Group under
the guarantee and the amount of that claim on the
Group is expected to exceed the current carrying
amount i.e. the amount initially recognised less
accumulated amortisation, where appropriate.

3.20 Related Parties

Parties are considered to be related to the Group if:

(i) directly, or indirectly through one or more
intermediaries, the party:

— controls, is controlled by, or is under
common control with, the Group;

— has an interest in the Group that gives it
significant influence over the Group; or

—  has joint control over the Group;
(i) the party is an associate;
(iii) the party is a jointly controlled entity;

(iv) the party is a member of the key management
personnel of the Group or its parent;
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3. EXERBERME (&)

320 AE AL ()

(v)

(vi)

(vii)

Z A T 5 (i) 5 (iv) IR P #E 2 fa] {8 5
AL 2R

Z AL T35 ()3 5 (v)IR 2 AE o] 18 Bl A
TEERSREmEES - KEEHHE
EAFENRERREZEZER

ZALTDAEELBERAEBE G BHEA
TZERAHES MR ZBEBEEMNG

£l

3.21 D EHRR

BRAEE 2 AR M BRBLR - AEER
EREBDBIEERRBEARIAME D E
ERERBTZR -

PREAFXABAREBRRSERBERB
—BRBRZBEE (AR RELRE) ME
A2 HBRRR o

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.20 Related Parties (continued)

3.21

(v) the party is a close member of the family of any
individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for
which significant voting power in such entity
resides with, directly or indirectly, any individual
referred to in (iv) or (v); or

(vii) the party is a post-employment benefit plan for
the benefit of employees of the Group, or of any
entity that is a related party of the Group.

Segment Reporting

In accordance with the Group’s internal financial
reporting the Group has determined that business
segments be presented as the primary reporting format
and geographical segments as the secondary reporting
format.

Capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible
and intangible) that are expected to be used for more
than one period.
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4. BESFEFTRHE 4. CRITICAL ACCOUNTING ESTIMATES AND

st RAE S TEETR G TRBEBELRNK
EAX (BERARBATHERERGEZ
RREMEL) ZB -

41 BREFETRER

AEER B REL G RERR - BitmEd

EEARERRZEINRNAAERS
R TXHLMBEERNRARKEEHT —EHM
BEERNEERABERAEFELERAEZ
BRAEE RER -

REYRZ Gt A FE

AEEREVERTFEZZERIERBURE
ENEMAEHZERMSREMA K 2RT
Bif - ERZZBERZBERT - AEEH
ERARREE R BAEEAFEMT 2EE
N AEBERELEHER  EEXREZ
xRz ER - B :

(i) ERAEMEE - KR (KEHFT
REEXEMAHN) MEZERMISR
TER - TUARBEUARMZEEZER

(i) MBWRIEREMSZBUNFLRERS
ETRHEARRENRZEBRITLR
52 BEIARGBER R 2 AL - &

(i) RBEARKBEREZ W SE AT WA
RAREREME OGERER) &K (HE
AT RE) fEHN SRR (I AT AR 1o B Bk
RZBUYMERITTIHEE) Mt E
MBEBRDRETRN - RIRBZAMEA R
REFERERBELRHRHTEEBRZ
BITM 5T °

JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experiences and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

4.1

Critical accounting estimates and assumptions

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. 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 financial year are discussed below:

Estimate fair value of investment properties

The best evidence of fair value of the Group’s
investment properties is current prices in an active
market for similar lease and other contracts. In the
absence of such information, the Group determines
the amount within a range of reasonable fair value
estimates. In making its judgment, the Group considers
information from a variety of sources including:

(i) 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;

(i) 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; and

(iii)  discounted cash flow projections based on reliable
estimates of future cash flows, derived from the
terms of any existing lease and other contracts,
and (where possible) from external evidence such
as current market rents for similar properties in
the same location and condition, and using
discount rates that reflect current market
assessments of the uncertainty in the amount
and timing of the cash flows.
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YU MING INVESTMENTS LIMITED

HEBREARAF

Notes to the Financial Statements

For the year ended 31st December, 2006

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.2 Critical judgements in applying the entity’s

accounting policies

In the process of applying the Group’s accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the amounts
recognised in the financial statement:

Impairment of available-for-sale financial assets

For available-for-sale financial assets, a significant or
prolonged decline in fair value below cost is considered
to be objective evidence of impairment. Judgement is
required when determining whether a decline in fair
value has been significant and/or prolonged. In making
this judgement, the historical data on market volatility
as well as the price of the specific investment are
taken into account. The Group also takes into account
other factors, such as industry and sector performance
and financial information regarding the issuer/investee.

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases
on its investment property portfolio. The Group has
determined that it retains all the significant risks and
rewards of ownership of these properties which are
leased out on operating leases.
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5. WA 5. REVENUE
2006 2005
ZEBEXREF —ZEERF
HK$ HK$
BT BT
Interest income from available-for-sale financial assets
AHEEMBEEZMEKA 3,267,645 14,120,649
Interest income from bank deposits
RITERZFEUWA 3,214,463 3,148,755
Interest income from financial assets at fair value through profit or loss
BATFEINBRREERRER CMBEEZ M ERA 117,000 117,000
Dividend income
ORI ON
— listed investments
—ETmRE - 452,275
— unlisted investments
—FETERE 86,462,629 -
Interest income on accrued dividend income
JRE WA B 2 IS U A 2,268,949 =
Rental Income
e A 62,704,993 17,634,711
158,035,679 35,473,390
6. Htlg A FH 6. OTHER NET INCOME
2006 2005
ZEBEXREF —ZEERF
HK$ HK$
BT BT

Gain on disposal/redemption of other

available-for-sale financial assets
& B AT 4 S S A E 2 I 7,122,477 18,389,333
Fair value gain on financial assets at fair value

through profit or loss

BEAFEIERERERECUBEE 2 A FEKE 9,213,750 380,250

Sundry income

HEIA 1,265,682 2,120,504
17,601,909 20,890,087
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7. 7HEEH

PRERNEEAKSBE ZEBORZS -

AEBz2EBEBDRRBRELERAREHRRSE D
MEIMER ANEBzBREBHIEE R
RIEEB BN - HPATR MRS < Bk K O 5 8 E
MEB DR ZERKRERE DR -

HRAEEREEENIIEBNRCEREREE
BELMNI10%MER A WA - Bt EAR fE i R o
Dl

SEGMENT INFORMATION

Segment information is presented by way of the Group's
business segment.

The Group’s operating businesses are structured and
managed separately according to the nature of their
operations and the services they provide. Each of the Group’s
business segment represents a strategic business unit that
offers services which are subject to risks and returns that
are different from those of the other business segments.

No geographical analysis is presented as the Group’s
revenue, operating results and assets in geographical
segments other than Hong Kong are less than 10% of the
aggregate amount of all segments.
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7. 7EEH (&) 7. SEGMENT INFORMATION (continued)
Property investment Other Investment Consolidated
i HitRE #"e
2006 2005 2006 2005 2006 2005
“EERE —ZTRE “EERE —ZTRE “EERE “ZTRE
HKS$ HK$ HKS HK$ HKS HK$
BT BT BT BT BT BT
Revenue
WA 62,793,385 17,634,711 95,242,294 17,838,679 158,035,679 35,473,390
Segment result
PREE 42,172,411 35,020,570 78,658,883 (43,435,533) 120,831,294 (8,414,963)
Derecognition of
available-for-sale financial
assets and other receivable
HEENBEE 2 UERR - - (190,190,000) - (190,190,000) -
Valuation surplus on investment properties
REME 2 hERR 1,679,625 - - = 1,679,625 =
Finance costs
B A (32,539,020) (5,158,634) (5,416,588) (3,567,098)  (37,955,608) (8,725,732)
Share of results of
PMEEE
- associates
=N - 166,788,545 (11,920,177) 327,107 (11,920,177) 167,115,652
- jointly controlled entities
~HARESERA - - 4,458,157 (45,986) 4,458,157 (45,986)
(Loss)/profit before income tax
FiiaRa (518) / &7 11,313,016 196,650,481 (124,409,725) (46,721,510)  (113,096,709) 149,928,971
Income tax expense
FERAY (2,694,009) (3,158,883) 195,000 (65,000) (2,499,009) (3,223,883)
(Loss)/profit for the year
KEE (BB /&H 8,619,007 193,491,598  (124,214,725) (46,786,510)  (115,595,718) 146,705,088
Segment assets
PREE 1,345,007,269 1,062,755,207 757,106,752 731,999,236  2,102,114,021 1,794,754,443
Interests in associates
REE AR 2 ER - - - 11,926,269 - 11,926,269
Interests in jointly controlled entities
RARAREERA ZER - - 1,438,648 40,000 1,438,648 40,000
Total assets
BEMAE 1,345,007,269 1,062,755,207 758,545,400 743,965,505  2,103,552,669 1,806,720,712
Segment liabilities
PHAR 868,168,298 587,226,792 310,667,727 166,757,305  1,178,836,025 753,984,097
Other information
Hi&#
Capital expenditure
BARY 318,206,382 220,113,993 - - 318,206,382 220,113,993
Impairment of available-for-sale financial assets
REHENBEEE R - - 16,401,802 20,228,149 16,401,802 20,228,149
Impairment loss of goodwill
Bz - - - 37,001,490 - 37,001,490
Excess arising from acquisition of subsidiaries
ARERBAREE HRRE - (11,900,206) - - - (11,900,206)
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8.

AHHEMBEER EME KK ZBEE

<

E

RAFEEARN  AEBMEFEMREZLRER A A
(FFrEmz]) BT (FEMERED - Bt
(HH @) A5ERELHEHASERENTE
MEERAR RBAEBEMEARAR) ([P
fnZe]) M934.2% [k AN HEa - X {E/4190,000,0007%
TC - BB REE AR 2T A2 E197,850,0000% &
BEEARBITHINEMRERG ([FHEMER

) o

RBERITHEMEHEME  AEBRE()E
BHEHP— 5 A& 5E62,181,8188 LA R B MZE
ARPIMREEZ RTREMBE1BTTH62,181,818
R EmE L@k ((ERkmn]) PR EMER
34.22 %% AE - W B IR AR (D T T EE i 2= DUIRER
FREEARB17TAI97,850,0000% 1 2E fin 2= i
% 5 (iESEER T2E111,151,5158 TP E Mz
AfR - CEEDEAIMKRERES (R T EEE])®
WE (IREEERPEMEREE L oE ([E
F ) H916,666,66778 LA ZiE ([ENZE])
RSB RETFENMEER : RVBEEE
EEZEREN AR EHMNBERE - Bt TliE
HERPEmE sz ([BRERG]) -

DERECOGNITION OF AVAILABLE-FOR-SALE
FINANCIAL ASSETS AND OTHER RECEIVABLE

During the year, the Group entered into an agreement with
Grand China Air Company Limited (“Grand China”) (the
“Grand China Agreement”) and pursuant to which, among
other things, the Group agreed to dispose of the 34.2%
equity interest in CR Airways Limited (now known as Hong
Kong Airlines Limited) (the “CR Airways”) held by the Group
at the consideration of HK$190,000,000 in return for the
97,850,000 shares of Grand China of RMB1 each at RMB2
each (the “Grand China Shares”).

In connection with the execution of the Grand China
Agreement, the Group agreed to (i) convert a partial
principal amount of HK$62,181,818 of the CR Airways’ Class
A convertible debentures into 62,181,818 ordinary shares
of HK$1 each of CR Airways (the “Converted Shares”),
which represented 34.22% of the equity holdings in CR
Airways, and to dispose of the Converted Shares to Grand
China in return for 97,850,000 shares of RMB1 each of
Grand China ; (ii) waive its remaining investments in CR
Airways’ Class A, Class C and Class D convertible debentures
in the aggregate amount of HK$111,151,515 (the
“Remaining Debentures”); (iii) waive all its rights in relation
to the entire principal amount and accrued interest of
promissory note of HK$16,666,667 (the “Promissory Note")
due from Mr Yip Kwong (“Mr Yip”), shareholder of CR
Airways and (iv) waive the option granted by a company
wholly owned by Mr Yip to purchase its interests in CR
Airways (the “Option Shares”).
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8.

AHHENBEERAMERKX ZEUERE

2 (#)

RZZFZERFRA  AEETKAFERZEE
B MG T EER  ANRERBRE
Befn GZEERERBRRD MEMEEERTH
EMEMBEE]) - A - FERERHEEE
AEEREEEREFDERES - AEESFE
MEMESH  HEMEEFTERERNDELE
HEEBWE - i BELBREFERSIEMA
ERAE MEHEERYEPESHEMNE
B ELER - Bt - BRIRARERSERRNE
fZE R EE A - MARBR AP RS B
MY RECAFTEMENERRR - RPITHE
Mz Al - WM EMEHHERTE - FEMEA
AETHEEZERER - AEBRBREDBE
T HEMZEGREAATNERRENNGIENE
([FTZAERER]) - FTUAERBERELHT
N (BB RABARNEMERIMNEEME
7R B ER 15 8 4 AR A T 15 2158 2 i 22 R R SR IBURT #
BB - RERANEBARBERAE—
FEXBRE  AEBEFEME=H CEHERC
FrEMZE B O SR BUE th R e o DA BB B
MEMERBUEMAIRE 2 EZRTH (WEFE) -
Rifn - AEBEHAREFEREETES -

ERMARGTEINANRERMEMZERAS
fF - REBERBEERER A FEMERAL - FIRER

HERTEMEVBEE - HRBURER T EM
R EE N AR EMERD - FUiRE

B 57190,190,0008 T EMEMBEED
RAFEEANEWRRAK -

8.

DERECOGNITION OF AVAILABLE-FOR-SALE
FINANCIAL ASSETS AND OTHER RECEIVABLE
(continued)

In June 2006, the Group completed the transfer of the
Converted Shares to Grand China and waived the Remaining
Debentures, Promissory Note and Option Shares (the
transferred Converted Shares and waived assets collectively
referred to as the “CR Airways Financial Assets”). However,
the statutory registration procedures of the Grand China
Shares to the Group are still in progress. The Group was
informed by Grand China that Grand China encountered
difficulty in registration of the Grand China Shares. In
addition, the registration process is required to have the
approval of the local authority of Hainan Province, which
did not expressly support the registration of the Grand China
Shares. As a result, the statutory approval of the registration
of the Grand China Shares has not been obtained and the
Group is not registered as an equity shareholder of Grand
China as of the date of financial statements. Prior to the
execution of the Grand China Agreement, as stipulated
under the Grand China Agreement, Grand China undertook
to produce a PRC legal opinion confirming essentially, the
legality of parties’ intention and performance of the Grand
China Agreement under the PRC laws (the “Pre-execution
Legal Opinion”). The Pre-execution Legal Opinion was
produced and among other things, stated that no approval
was required from shareholders of Grand China or
government authority or organisation for Grand China to
increase its registered capital or obtain the Converted Shares.
After seeking for further professional advices from the
Group's legal advisers, the Group is in the process of
negotiating with Grand China in respect of the registration
of the Grand China Shares or other remedies and considering
any possible legal action against Grand China, if necessary.
However, the Group experienced difficulties in negotiating
with Grand China.

In view of the title uncertainty and the lack of cooperation
from Grand China, the Group did not recognise the Grand
China Shares and made a decision to derecognise the CR
Airways Financial Assets. As a result of the derecognition
of the CR Airways Financial Assets and the failure to
recognise the Grand China Shares, the carrying value of the
CR Airways Financial Assets in the aggregate amount of
HK$190.19 million was charged to the income statements
during the year.
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9. MBHA 9. FINANCE COSTS
2006 2005
ZEBEBARF —EERF
HK$ HK$
# T BT
Interest on bank borrowings wholly repayable within five years
ARAFABEEREZRITEENS 36,753,441 7,917,251
Interest on other borrowings
HiEERE 354,711 808,481
37,108,152 8,725,732
Fair value loss on financial instruments of interest rate swap contracts
B TARFERABAN 2 A FEER 847,456 -
37,955,608 8,725,732
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10. Fr BB A1 (B58) B A 10. (LOSS)/PROFIT BEFORE INCOME TAX
2006 2005
ZEEXRE —ETRE
HKS$ HK$
& T BT

(Loss)/profit before income tax is arrived at after charging/(crediting):
Figfian (BR) af ek, (Gt A) TF&E :
Impairment loss of goodwill
EE e E A
— arising on acquisition of associates
—EUR B S N R EE - 35,963,702
— arising on acquisition of subsidiaries
—HREBHERREE - 1,037,788
Excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets,

liabilities and contingent liabilities over cost of business combination
WEARBBBARSHEE  BERIABBEATEZER

HIBEB A GEA 2 B8 - (11,900,206)
Impairment of interest in associates
FRBS & N R R 2 2 FE AR 6,092 -
Impairment of available-for-sale financial assets
A EM B EE 2 16,401,802 20,228,149
Auditors’ remuneration
2% BRN B
— charge for the year
—REE 425,400 353,800
— under provision in prior year
—BEFERETE - 200,000
Rentals receivable from investment properties less direct outgoings of HK$6,905,476
(2005: HK$1,320,705)
BB ERE K2 SR E X 46,905,476 BT (ZTTREF : 1,320,705 7T) 55,799,517 16,314,006
Employee benefit expense (including directors’ emoluments (note 16)) (note 15)
BERMNAX (BEREEME (HiE16)) (HFE15) 913,830 632,492
Management fee (note 37)
FIEE M (ME37) 13,306,316 11,288,498
Exchange (gain)/loss
ER CaFl) &8 (30,250) 1,691,290
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11. TBHMAX 11.

BB FEHE T ARNF [Z 2 (F 51 18 SR B ik B4 7 =R
175%(—ZFFRE : 17.5%) ;T E & -

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable profits

for the year.

2006 2005
ZEBEXREF —EERF
HKS$ HK$
BT BT
Current tax
REFEHIA
Current year
REE 1,072,418 221,122
(Over)/under provision in prior years
BEFEREECRBR) TR (195,000) 65,000
877,418 286,122
Deferred tax
IR IR 1,621,591 2,937,761
Total income tax expense
FrisBM X A&t 2,499,009 3,223,883
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1. RSB MAX (8) 11. INCOME TAX EXPENSE (continued)

FEHRAXBIZERREAEZREHA (BER)
SR F RN

(Loss)/profit before income tax

PR BiaT (B1E) & A

Reconciliation between income tax expense and (loss)/profit
before income tax at applicable tax rates is as follows:

2006 2005
—E¥XE  —TEAF
HK$ HK$
BT BT

(113,096,709) 149,928,971

Tax calculated at the applicable rate of 17.5% (2005: 17.5%)
REABEITS%(ZEZRF  17.5%) ;T EZHIA

Tax effect of non-deductible expenses
NAHR R X 2 BB 7 &

Tax effect of non-taxable revenue

BEARBRAZRBEZE

Tax effect of unused tax losses not recognised

(19,791,924) 26,237,570

42,495,892 12,820,863

(23,804,940) (35,899,550)

AERZAEARGEBZHELE 3,794,981 =

(Over)/under provision in respect of prior years

BEFEREECBR) TR (195,000) 65,000

Income tax expense

s 2,499,009 3,223,883
12. ZRATRESE AEML (BB) 85F 12. (LOSS)/PROFIT ATTRIBUTABLE TO EQUITY

KRR BREREABGEARAFEEREG B A
155,693,187 T (Z T T A F : &
144,661,745787T) * E518181,798,136/6 L (=&
TR : E51885,999,126/6 7T) BN AR Al 2 B 7%
WER AR ©

HOLDERS OF THE COMPANY

Of the consolidated loss for the year attributable to equity
holders of the Company of HK$155,693,187 (2005: profit
of HK$144,661,745), a loss of HK$181,798,136 (2005: loss
of HK$85,999,126) has been dealt with in the financial
statements of the Company.
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13. B &
REBERZINREBE_STENF+_A=1
—HLEFEZRE - I —VREEEG - RAF
SR E R 2 I8 &33,823,440/8 T © HE
R E BAR 2P -

14. 38R (F5#R) BA

BREN(BER) BITREARDRERE A
JE {5 E548155,693,187 8 L (ZE T A F : & A
144,661,745/ 70) &M B BT & MA%1,691,171,989
R (RS :1,691,171,9890%) 5t & -

AR AEETEABESHEEL R WLES
NHE-_ZZNER_ZTTRF+_A=+—H
LEFEZSREE (BB &F -

15. BEERAMX (BEREEHE)

13.

14.

15.

DIVIDENDS

The Group had not declared any dividends during the year
ended 31st December, 2006. The dividends attributable to
the previous financial year, approved and paid during the
year amounted to HK$33,823,440 of HK2 cents per ordinary
share.

(LOSS)/EARNINGS PER SHARE

The calculation of basic (loss)/earnings per share is based
on the loss attributable to equity holders of the Company
of HK$155,693,187 (2005: profit of HK$144,661,745) and
1,691,171,989 (2005: 1,691,171,989) ordinary shares in
issue.

Diluted (loss)/earnings per share for the years ended 31st
December, 2006 and 2005 were not presented as there
were no dilutive potential ordinary shares.

EMPLOYEE BENEFIT EXPENSE (INCLUDING
DIRECTORS’ EMOLUMENTS)

2006 2005
ZEBEXREF —EERF
HK$ HK$
BT BT
Basic salaries
EXF e 809,000 590,492
Discretionary bonuses
By 1B TEAT 85,830 80,000
Contributions to defined contribution plans
E B AT B AR 19,000 12,000
913,830 682,492
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W %5 i R i aE Notes to the Financial Statements
REZZZANETZA=Z+—HILEE For the year ended 31st December, 2006
16. EEFMREREEAEME 16. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’'S EMOLUMENTS
161 ESMEe BITESRIPTES 16.1 Directors’ emoluments — Executive directors and
non-executive directors
ENSRENESCMENT : The emoluments paid or payable to the directors were
as follows:
Other
Fees emoluments Total
e Hitf & A%
HK$ HK$ HK$
BT BT BT
Year ended 31st December, 2006
BE-ZEXRE+T-A=Z+—HLEEFEE
Executive directors
HITEE
Fung Wing Cheung, Tony
R 5K 20,000 - 20,000
Fung Yiu Fai, Peter
S 12 8 20,000 - 20,000
Lee Wa Lun, Warren
FHE R 20,000 - 20,000
Li Shi Liang (Deceased on 5th July, 2006)
Tt (RZFEENF+AAHH) 20,000 - 20,000
Non-executive directors
HHITESE
Lee Seng Hui
FRKE 70,000 - 70,000
Lee Yip Wah, Peter
TR 20,000 - 20,000
Independent non-executive directors
BIFHTEF
So Shu Fai, Ambrose
R0 8 20,000 - 20,000
Chow Yu Chun, Alexander
J& T & 120,000 - 120,000
Albert Ho
fA] R AR 70,000 - 70,000
380,000 = 380,000
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BREZZAE L _H=14—HILEE For the year ended 31st December, 2006
16. EEFHMESREEAEM S (F) 16. DIRECTORS’ REMUNERATION AND SENIOR

MANAGEMENT’S EMOLUMENTS (continued)

161 EEME -FTEERFHFTES (B) 16.1 Directors’ emoluments — Executive directors and
non-executive directors (continued)

ENSRENESCMENT : The emoluments paid or payable to the directors were
as follows:
Other
Fees emoluments Total
ok Hfth B & 5
HK$ HK$ HK$
BT BT BT

Year ended 31st December, 2005

HE-_ZEAE+-_A=+—HILFE

Executive directors

HITEE

Fung Wing Cheung, Tony

R K FE 20,000 - 20,000
Fung Yiu Fai, Peter

R 20,000 - 20,000
Lee Wa Lun, Warren

FEG 5,246 - 5,246
Li Shi Liang (Deceased on 5th July, 2006)

Tt (R FL AR BHH) 20,000 = 20,000

Non-executive directors

HHITEFE

Lee Seng Hui

ENpg 70,000 - 70,000
Lee Yip Wah, Peter

5 20,000 - 20,000

Independent non-executive directors

BIIFHITEE

So Shu Fai, Ambrose

#1518 20,000 - 20,000
Chow Yu Chun, Alexander

B F % 120,000 - 120,000
Albert Ho

] & AR 55,246 - 55,246

350,492 = 350,492
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16. EEFMRSREBEAEME (H)

16.1

16.2

EEME-HTESERIITES (H)

RAFEAL BT LR EEEHERF
ERETAME -

EUBEEHEMAL

AEEAEERUGESFMALEE=2E
2 (CZETRF MmO  EHMEERBREL
BAMA - BB (ZTTRF 0 —f) &
BRFEENFHFMMT

16. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (continued)

16.1

16.2

Directors’ emoluments - Executive directors and
non-executive directors (continued)

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year.

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year included three (2005:
four) directors whose emoluments are reflected in the
analysis presented above. The emoluments payable to
the remaining two (2005: one) individuals during the
year are as follows:

2006 2005
ZEBEXREF —EERF
HK$ HK$
BT BT
Basic salaries
EXFH e 429,000 240,000
Discretionary bonuses
By 1B TEAT 85,830 80,000
Contributions to defined contribution plans
E B AT B 5K 19,000 12,000
533,830 332,000

BTME(ZEERRF : —8B) AL zBeNn
F[F 21,000,000/ T < B HRIA -

RBE_ZERF+-_A=+—HILFE
N AEEYEAEZHHBTME (ZFFT
hFE: —R)BESHFALINME - FERM
AR IIAA G B 18 2 22 B o B B (2

The emoluments of the remaining two (2005: one)
individual fell within the emolument band of “Nil —
HK$1,000,000".

During the year ended 31st December, 2006, no
emoluments were paid by the Group to the directors
or the remaining two (2005: one) highest paid
individual as an inducement to join or upon joining
the Group or as compensation for loss of office.
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17. REWXE

REH
RELEHEEREURDESHEEEDNE R

BEzASERENEREAHRABAFERAG
E UDBRARINEREME -

REREEABRENZEEEZEBHHRAMT :

YU MING INVESTMENTS LIMITED

HEBREARAF

Notes to the Financial Statements

For the year ended 31st December, 2006

17.

INVESTMENT PROPERTIES

Group

All of the Group's property interests held under operating
leases to earn rentals or for capital appreciation purposes
are classified and accounted for as investment properties
and are measured using the fair value model.

Changes to the carrying amounts presented in the
consolidated balance sheet can be summarised as follows:

2006 2005
ZEBEBARF —EERF
HK$ HK$
# T BT
Carrying amount at 1st January
R—A—BZKAEE 1,020,113,993 -
Arising on acquisition of a subsidiary
AU B B /88 2 B B 2 A - 800,000,000
Additions
= 318,206,382 220,113,993
Net gain from fair value adjustments
AT ERAEMEE 2 KNE TR 1,679,625 -
Carrying amount at 31st December
R+ZRA=+—HzKHE 1,340,000,000  1,020,113,993

A F{E7%1,340,000,0008 T (ZFFRHF+ = A
=-+—H : 800,000,000 ) ZIREWER=-F
ERF+ A=+ HHBLEEMABEMEET
EBRFERARAREBETSEEEEME -

RITHE E 713,909,140 T (Z T E | F
445,171,016 7T) Jb BA b il 38 & ¥ 2 {E A 4K
(P 5£29) -

The investment properties at fair values of
HK$1,340,000,000 (31st December, 2005: HK$800,000,000)
were valued at 31st December, 2006 by Asset Appraisal
Limited, an independent firm of professional valuers, based
on current prices in an active market.

Bank borrowings of HK$713,909,140 (2005:
HK$445,171,016) are secured by the above investment
properties (note 29).
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17. REW X (&) 17. INVESTMENT PROPERTIES (continued)
AEE Group
REBZKREMEMRBEERBETIHEFH The Group's investment properties are situated in Hong Kong
eI and are held under the following lease terms:
2006 2005
ZEBEXREF —ZEERF
HKS$ HK$
BT BT
Long term leases
REIAE 1,180,000,000 852,437,737
Medium term leases
FHAE 160,000,000 167,676,256
1,340,000,000 1,020,113,993
18. RBAFT & 18. LONG TERM DEPOSITS

RZBZRF+-A=+—0  AEEZRHPFT
EEAKERREREVENINZATE - AH
RPIERZZZEAF+_A=+—BHAEEHAT
B o

As at 31st December, 2005, the Group’s long term deposit
represents the deposit paid by the Group for the acquisition
of investment properties. The transaction was completed
during the year ended 31st December, 2006.
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19. RHIBATER BR (X)) KEBATRE 19. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE

FROM (TO) SUBSIDIARIES

YN
Company
2006 2005
ZEBEXREF —EERF
HK$ HK$
BT BT
Unlisted shares, at cost
SEETRG - RERA 2,574,031 2,574,034
Less: Impairment loss recognised
W BEREMEE (103,125) (103,125)
2,470,906 2,470,909
Amounts due from subsidiaries
JRE U B /B8 7~ B R IR 729,027,894 864,345,788
Less: Impairment loss recognised
o ERREMER (411,787,260)  (239,830,548)
Portion due within one year included under current assets
FIER B A& E 2 — F A EIH ) 317,240,634 624,515,240
Amounts due to subsidiaries, due within one year included
under current liabilities
FIERE B G2 —FAEIE 2 RHTEB A A FRIE (9,808,031) (9,040,188)

Y (R)MBRRAIFEREER 28K
ARBREEE - At - BREAKEI RSN
BEE /(87 -

The amounts due from/(to) subsidiaries are unsecured,
interest free and repayable on demand. Accordingly, the
amounts are classified as current assets/(liabilities).
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19. RMIB A AR W (R)KHB2IARE 19. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE
(#8) FROM (TO) SUBSIDIARIES (continued)
b NN Company

NTREEMBARAIN-ZEERE+T_A=1+—

Particulars of the principal subsidiaries at 31st December,

HZ&1E : 2006 are as follows:
Place/Country Percentage of
of incorporation Particulars issued capital
and kind of of issued held by Principal activities and
Name legal entity share capital the Company place of operations
HEMmA LS FRREEEHZ
NEEE BXREEEREE CROREFHE ERTREABHLE TEXBRREXEBH
Directly  Indirectly
HiE &
Asia Vision Holdings Limited ~ Hong Kong, 2 ordinary shares 100% - Investment holding,
EMEIRERER AR limited liability of HK$0.01 each Hong Kong
company
AL M E B KREER -
BEREERA BREEOIET &
Capital Sharp Investment Hong Kong, 2 ordinary shares 100% = Investment holding,
Limited limited liability of HK$1 each Hong Kong
company
ERBEEFRAA B8 2RE B REZERK -
BEREERA BREBIET A
Contana Investment Limited ~ Hong Kong, 2 ordinary shares 100% = Investment holding,
limited liability of HK$1 each Hong Kong
company
RAREBRAA BE 2RE B REZERK -
BEREERA BREBIET &b
|IEC Investments Limited* Hong Kong, 100,000 ordinary shares 60% - Investment holding,
limited liability of HK$1 each Hong Kong
company
AL 100,000 & 5 fix REER -
BEREERA BREBIET A
Honnex Development Hong Kong, 980,000 ordinary shares = 61.22% Investment holding,
Limited* limited liability of HK$1 each property investment
company and letting,
Hong Kong
REERBRAF* B 980,000% & i % REZERK -
BEREERA FREMBEET MEREREE R
The Hong Kong Equity Hong Kong, 2 ordinary shares 100% = Investment holding,
Guarantee Corporation limited liability of HK$1 each Hong Kong
Limited company
AL M E B REER -
BEREERA BREBIET BB

<K
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PN

Name

DR EB

Long Rainbow Limited

AMEERAF

Long Scene Limited

HEBRAF

Long Set Investments Limited

AAREBRAA

Longfine Investment Limited

AFREFERRDA

Longson Limited

HEERADA

Mix Limited

W %5 Ak B G

BEZRRAEF A+ HIEER

19. MM B A RS B (X) KB Q" HKE

Place/Country

of incorporation
and kind of

legal entity
AR L3t B
Bk EZEERESR

Hong Kong,
limited liability
company

AL
BEREEAT

Hong Kong,
limited liability
company

L
BREEAH

Hong Kong,
limited liability
company

L
BREEAT

Hong Kong,
limited liability
company

L
BREMEAH

Hong Kong,
limited liability
company

BB
BREERAT

Hong Kong,
limited liability
company

AL
BEREEAT

YU MING INVESTMENTS LIMITED

HEBREARAF

Notes to the Financial Statements

For the year ended 31st December, 2006

19. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE
FROM (TO) SUBSIDIARIES (continued)

Company

Particulars
of issued
share capital

BRITRAFE

2 ordinary shares
of HK$1 each

2REBIR -
SRAE BT

2 ordinary shares
of HK$1 each

2REBI -
SRAE BT

2 ordinary shares
of HK$1 each

2f & B
FREEVET

2 ordinary shares
of HK$1 each

2REBI -
SREE BT

2 ordinary shares
of HK$1 each

M E B
FREMEET

1,400,000 ordinary shares
of HK$1 each

1,400,000% & @A -
FREEVET

Percentage of
issued capital

held by
the Company
ERREEEZ
ERTREABHE
Directly  Indirectly
HiE &
100% =
100% =
100% =
100% =
100% =
100% =

Principal activities and
place of operations

TEXBREEME

Investment holding,
Hong Kong

RABR
e

Investment holding,
Hong Kong

RABR
e

Investment holding,
Hong Kong

RADE
B

Investment holding,
Hong Kong

RADE
B

Investment holding,
Hong Kong

RAD
B

Investment holding,
Hong Kong

RALR -
e

. -
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19. R B A RS B (X) KB Q" HKE

(&)
YN
Place/Country
of incorporation
and kind of
Name legal entity
AR L3t B
NE BB BXREZEERESR
Odelon Limited Hong Kong,
limited liability
company
BEFIBRA A BE
BREERA

* WHBMHESAMITERROMBRGE -

EZERR - ERIHZARABMBRRHAE
B AREFREEREZVEABRNFEECTE
M EEFAAR  JBEEMHBRRFEERE

HARBRTE -

20 REE R A ER

19. INTERESTS IN SUBSIDIARIES/AMOUNTS DUE
FROM (TO) SUBSIDIARIES (continued)

Principal activities and

Company
Percentage of
Particulars issued capital
of issued held by
share capital the Company
ERREEZ
BRTRAFE ERTREABHLE
Directly  Indirectly
HiE &
2 ordinary shares 100% -

of HK$1 each

2f BB
FREEVET

place of operations

TEXBREEME

Investment holding,

Hong Kong

RALR -
e

* Subsidiaries not audited by Grant Thornton.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net
assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors, result in particulars

of excessive length.

20. INTERESTS IN ASSOCIATES

AEE Group
2006 2005
—REAE - TEAF
HK$ HK$
# T BT
Share of net assets
DIEEEFEE 8 11,920,185
Goodwill
S 35,963,702 35,963,702
35,963,710 47,883,887
Loans to associates
M HE & A AR 2 B 25,636,188 25,636,188
61,599,898 73,520,075
Less: Impairment loss
B FERRE R (61,599,898) (61,593,806)

11,926,269

AR R AR 2 ERTY B - AEAE R

fixed terms of repayment.

The loans to associates are unsecured, interest free and no

<K
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20. Rt DR () 20. INTERESTS IN ASSOCIATES (continued)
rEE Group
RS NT ZEBEKABHEENR_—_ZEERE+— Included in the cost of investment in associates was goodwill
A=+ —RAIFFEERE—BL AR FEE YT of HK$35,963,702 (2005: HK$35,963,702) arising on
835 963,702/8 7T (ZEZF 1 4 : 35,963,702}8 acquisition of an associate during the year ended 31st
L) c HMEFFHELMT December, 2005. The movement of goodwill is set out
below:
2006 2005
ZEBEREF —EERF
HK$ HK$
# T BT

Carrying amount at 1st January
R—A—BZEREE - =

Arising from acquisition of an associate

FE U — RS AR FTESE - 35,963,702
Impairment loss
AR - (35,963,702)

Carrying amount at 31st December

R+ZRA=+—HzKHE - -

At 31st December

WR+=ZR=+—8H
Gross amount
WME 35,963,702 35,963,702
Accumulated impairment
25 AR AR (35,963,702) (35,963,702)

Carrying amount

fREE - -
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20. REEE N T 2 X (1]) 20. INTERESTS IN ASSOCIATES (continued)
rEE Group

RoBBAET-A=T—H  BEAFZHE
mF :

Particulars of

Name issued shares held
BEERTRG
£ Z2FHE

China Power Investment
Limited

1 ordinary share
of US$ 1 each

THR & 3@ Ax
BREBE1ET

Long Vocation Investments
Limited

30 ordinary shares
of US$ 1 each
30/ & m AR
BREBE1ET
Oriental Cashmere Limited 2,000 ordinary shares
of US$1 each
2,000 ¥ 58 i -

Particulars of the associates at 31st December, 2006 are as

follows :

Country of
incorporation

= it B 2 Bl =R

British Virgin Islands

RBRLES

British Virgin Islands

RBRIES

British Virgin Islands

RBRUES

Group'’s

Principal activities equity interest

FTEEK AEEZRAERE
Dormant 50%
B
Dormant 33.33%
B

Manufacturing and trading 25%

of cashmere products

FREREENRES

BREMEIET

BERRBMERRERZDIEAEERENHE
£ BEHMT

The summarised financial information in respect of the
interests in associates attributable to the Group is set out
below:

2006 2005
—EEXF —ZETTRHF

HK$ HK$
# T BT

Total assets

BERE 33,523,468 76,253,702

Total liabilities

BERE (87,555,482) (85,967,991)

Revenue

' @N 61,186,765 65,374,163

(Loss)/profit for the year

NEE (BB) 5 F (44,591,525) 805,076
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BREZZAE L _H=14—HILEE For the year ended 31st December, 2006
21. REEEESERARER 21. INTERESTS IN JOINTLY CONTROLLED ENTITIES
Group Company
AEE ¥ NN
2006 2005 2006 2005
CEEXRE —TTRFE ZBEBEARE —ZTTHF
HK$ HK$ HKS$ HK$
B BT B BT

Unlisted shares, at cost

JEEM R - REKA - - 40,000 40,000
Share of net assets
BHEBEEFE 1,438,648 40,000 - -
1,438,648 40,000 40,000 40,000
HEREESE AR -ZEZENE+_B=+—H Particulars of the jointly controlled entity at 31st December,
TEEMT 2006 are as follows:
Particulars Group's
of issued  Country of equity
Name shares held incorporation interest  Principal activities
FEBRE
=L FREERTROFE EMHIER BEAIL FEXK
AsiaWorld-Expo Management 80,000 Class A ordinary ~ Hong Kong 40% Management and operation
Limited (formerly known as shares of HK$1 each of exhibition facilities
IEC Operations Limited) 20,000 Class B ordinary
shares of HK$1 each
TENBREEEERFR DA 80,000k FikEE &E EBREERERM
(I F8IEC Operations Limited) 17T 2 AR T B AR
20,000/ & ik E &
1% T 2 B E AR
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21. REBERESELATER (F) 21. INTERESTS IN JOINTLY CONTROLLED ENTITIES
(continued)
EERARZEEAERAERZ D EASERE The summarised financial information in respect of the
MBER - REHNAT - interests in jointly controlled entity attributable to the Group

is set out below:

2006 2005
—EERE —ZEERF
HKS$ HK$
BT BT
Total assets
EEMAE 4,160,972 25,875,750
Total liabilities
BERE (2,722,324) (25,875,750)
Revenue
ON 5,390,798 =
Profit for the year
I JE s A 4,458,157 =
22 At HERBEE 22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
AEE Group
2006 2005
—EERE —ZEERF
HKS$ HK$
E T BT
Non-current
R ED
Listed equity securities (note 22.1)
ETRAZES (M522.1) 105,687,326 69,662,368
Unlisted equity and debt securities (note 22.2)
JEETRAREREF (izE22.2) 358,531,890 618,670,179
464,219,216 688,332,547
Current
B
Unlisted debt securities (note 22.2)
JEETEBHES (M5722.2) 663,000 4,412,500
Total
& &t 464,882,216 692,745,047
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22. A HENKEE (&)

221 ERAE

HRETRAZBSFZ ZKBEL2ERERT
LZETHREEKETE -

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS

(continued)
22.1 Listed equity securities
The amounts presented for the listed equity securities

have been determined directly by reference to
published price quotations in active markets.

2006 2005
ZEBEXREF —ZEERF
HK$ HK$
BT BT
Listed equity securities
TR AR B 5
— Listed in Hong Kong
— REALE™ 28,573,377 15,294,312
— Listed outside Hong Kong
— RNBIN LT 77,113,949 54,368,056
105,687,326 69,662,368
Market value of listed equity securities
EHRAZER 2T E 105,687,326 69,622,368
UL EM B EERRR S RERE R R 2 8@ These financial assets are subject to financial risk
B o exposure in terms of price risk.
REZBEZEXF+_A=+—HRLETEERZ Particulars of the major investment in listed equities
BEAREFBWOT : at 31st December, 2006 are as follows:

MYM High Yield Bond Trust ([MYMBT])

MYMBT A — BRI &8 &ML 2 E1R
AFNES ESZABRRBRTIERER
AERETZEEzZ LR REESFTA
BREHASMERPHRERER  MAMES
TAYHERETE MNAEWEZE ZER
BRAEE ZDAERIT

R-ZEEXFE+-A=1+—H AE£EEH
MYMBTZ 101.4612A £ (ZZEZ R F
101.46121E B A1) ~ LEK AL A2,921,000
XL - FRALEURRBE (ZZZTHEF -
&) - BBER_ZFEENF+_A=+—HZ
FEBE  ANEBEEHEMYMBTZ & EFE
4 % 3,668,000k &t (Z T T A F :
3,181,000%7T) °

MYM High Yield Bond Trust (“MYMBT")

MYMBT is a leveraged open-ended fund incorporated
in the Cayman Islands. The Fund’s objective is to
achieve medium term capital growth through
investments primarily in a diversified portfolio of high
yield debt instruments available on the secondary
market, issued by companies registered and operating
in countries with well-developed and enforced
bankruptcy laws;

As at 31st December, 2006, the Group held 101.4612
units (2005: 101.4612 units) in MYMBT. The cost of
investment is approximately US$2.921 million. No
dividend was received during the year (2005:Nil). Based
on the weekly report as at 31st December, 2006, our
share of net asset value of MYMBT was approximately
US$3.668 million (2005: approximately US$3.181
million).
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22. R HEMBEE ()

REE (E)
221 E R AR S (B)

MYMBTH MYM Management Limited
(TMYMML]) B - MYMMLZ — & Z S 7§
REARBZESE o

MYM China Trust ([MYMCTJ)

MYMCT /2 — {3 B 2 B¢ 8 - 5 2 2 B9 3%
EHES - E2 Y ABARKRERLED
BRTERBHER - ESRENTH D E
EEEE YR Y DA 2R R A
WIA LEBIETARREZREEE
1 3 17 4 o

RZBEXNET-_A=1+—"0 K&£EEH
MYMCTZ 136.097f@l £ (Z = Z A F :
136.097{E 2 (i) - & KA~ %) 43,000,000
ET FRITEKRBRBRE(ZZEZTAHF :
&) c BBER_ZTENF+_A=+—HZ
FEFRE  AEEEREMYMCTZEEFE
445,823,000 L (ZZEZFTRF : 5
3,731,000 7T) ©

MYMCTEHHMYMMLE 2 © MYMMLZ —& =
ENBARBZES -

Wagon Plc([Wagonl)

WagonB—R LA\l o Z A Al &a - B
REGEHFEABERERFRZAEEMR
EE -ERDERBE - -BF - BIEE - B
ah o 1T ARSI R - AERRUCE B R E R
5 Z B REE o

RZBZRE+-_A=+—0 A&E@EEE
WagonZ 118,114( =B FH F : &) &
7+ fhWagonBE 1T AN 20.22% ° &K
ZN#93,700,0005 7T ° 4 A7 & URERRR B o
BIEWagonR=ZZEZEAF+ZA=+—HZ
F ¥ - Wagonz /% & E #) /87,900,000
FoR-ZZEREFE+-_A=1+—H BER®
Wagon 2 1 {8 49 /4 180,000 &% ©

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

Group (continued)
22.1 Listed equity securities (continued)

MYMBT is managed by MYM Management Limited
("MYMML"). A director of MYMML is also a director
of the Company.

MYM China Trust (“MYMCT")

MYMCT is an open-ended trust incorporated in the
Cayman Islands. The Fund’s objective is to achieve
absolute returns with low volatility. The Fund invests
in equity and equity-related instruments of companies
directly exposed to the China economy, and hedges
through derivative instruments and active cash
management.

As at 31st December, 2006, the Group held 136.097
units (2005: 136.097) in MYMCT. The cost of
investment is approximately US$3 million. No dividend
was received during the year (2005: Nil). Based on the
weekly report at 31st December, 2006, our share of
net asset value of MYMCT was approximately
US$5.823 million (2005: approximately US$3.731
million).

MYMCT is managed by MYMML. A director of MYMML
is also a director of the Company.

Wagon Plc ("Wagon”)

Wagon is an engineering company. The Company
designs, builds and manufactures automotive products
and structures for major automobile manufactures.
Products include roller sunblinds, windows, roof racks,
seat rails, pedestrian control systems, energy absorption
devices, and power chucks for machine tools.

As at 31st December, 2006, the Group currently held
118,114 shares (2005: Nil) in Wagon, representing
0.22% interest in the issued share capital of Wagon.
The cost of investment is approximately HK$3.7 million.
No dividend was received during the year. Based on
the annual report of Wagon at 31st March, 2006, the
net assets of Wagon were approximately GBP87.9
million. As at 31st December, 2006, the market value
of the investment in Wagon was approximately
GBPO0.18 million.
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22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

22. A HENKEE (&)

REBR (B) Group (continued)

221 EHRARSE (B)

22.1 Listed equity securities (continued)

REZERAERAR (4]

REBENMBARKRERERYE - Tk
HOEEE BERBLESFEER °

R-ZEEXNF+_A=1+—H8 XAE£EEHE
Az 51,431,000 (=& T 1 F
34,623,0000%) f&1n - (A A E BEITRAZ
453% (ZZEZRF : 3.05%) ° FARILEIK
BAEE - RESMENR-"ZZFNA=1H
ZHEBHHE AWM ZFEENAR
1,901,000,000/ L - R=ZZTF+ = A
=+ —H HERABRZTELDNAE
26,000,000 T(ZZEZTRHF : A
13,000,000/ 7T) °

ERZRERQR (DER])

ERFEBESRAARERA - LAVC  CNK
CEFmERLERFREL FAmEEMEER

AEBEFBEER 22,037,884 (ZZEZF A
F : 3,637,884 Ikfn - (5 ER B BITRA
208% (ZZEZTFRHF 1 1.46%) - FAWEI
BRE - RIBEBAR-_TEF+_A=1+
—BZ2FEH ERBRZIFEENE
193,000,000 - R=ZEZERF+A=
+—RB RERERZMELR2,340,000
BT (ZEZRF : 49%1,960,00087T) °

Dan Form Holdings Co Ltd (“Dan Form")

Dan Form, through its subsidiaries, invests in and
develops properties and also provides estate
management, financing services, and trades securities.

As at 31st December, 2006, the Group held
51,431,000 shares (2005: 34,623,000) in Dan Form,
representing 4.53% (2005: 3.05%) interest in the
issued share capital of Dan Form. No dividend was
received during the year. Based on the interim report
of Dan Form at 30th June, 2006, the net assets of
Dan Form were approximately HK$1,901 million. As
at 31st December, 2006, the market value of the
investment in Dan Form was approximately HK$26
million (2005: approximately HK$13 million).

Value Convergence Holding Ltd (“Value”)

Value operates securities brokerage, commodities
trading and corporate finance businesses under the
VC CN and CEF brand names via traditional means
and the Internet.

As at 31st December, 2006, the Group held 2,037,884
shares (2005: 3,637,884 shares) in Value, representing
0.8% (2005: 1.46%) interest in the issued share capital
of Value. No dividend was received during the year.
Based on the annual report of Value at 31st December,
2006, the net assets of Value were approximately
HK$193 million. As at 31st December, 2006, the
market value of the investment in Value was
approximately HK$2.34 million (2005: approximately
HK$1.96 million).
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22. A HENKEE (&)

FEE (E)
22 ETRARERE

RZBERNFT_A=+—BRIELETRA
MMEBRBFZZERAREFBOT ¢

Hong Kong IEC Limited ([HKIEC])
RNEBMHKIEC (ER BB FEMEKL) 218 E
BEAEBBEEEZ10% R_TZT/NEF+
ZA=1+—H ' XEEBERERHKIECATE#1T
A FM352,941,1768 L (Z T LT 1 F
340,143,1258B7L) 2 BERKR - NEEHFE B
HKIECHE A 25 M B B 18 58 87 (R1 7 5 78 BUBR #
HZERERN) Z213.5%Em o

HKIECZ EBEK A% E KFH HNBE R E

B
Werner Holdings Co Inc ([Werner])

Werneri® B E [ & A 7] &3 & S 2 CE @
RIRAIMER - ZARZEMBIER « 3B
MR ARE - ARWEAER - TEE ~ BEARIR -
BREMEMRSBREREEZSH -

7N £ B 35 5 {8 1,000,0003E JT Z Wernerf&
% ([Wernerf&% )  WernerfE 5 R =—Z
+FHH  BEERFEI0%:TE  WAS
FFEMB IR o B4 TWermnerE5 25 E
SR ARBWR o BREBAK) £5756,250F 7T © F
A EWMELS (ZZZAF  100,0005
) cR_ZEERF+_A=1+—8 K&E
A Wernerf& 2 2 T {E 41 485,000% T (=&
TRF : £/4290,000%7T) °

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

Group (continued)
22.2 Unlisted equity and debt securities

Particulars of the major investment in unlisted equity
and debt securities at 31st December, 2006 are as
follows:

Hong Kong IEC Limited (“HKIEC")

The Group’s investment in HKIEC, which was
incorporated in Hong Kong, excess 10% of the Group’s
total assets. The Group invested totally
HK$352,941,176 (2005: HK$340,143,125) preference
shares issued by HKIEC as at 31st December, 2006.
The Group has 13.5% interest in HKIEC, which owns
the AsiaWorld-Expo, the exhibition center at the Hong
Kong International Airport.

The principal activities of HKIEC are development and
holding of AsiaWorld-Expo.

Werner Holdings Co Inc (“Werner”)

Werner, through its subsidiary, manufactures and sells
climbing products and aluminium extruded products.
The company’s products include aluminium, fibreglass,
and wood ladders, as well as scaffolding, stages,
planks, lineal extruded products, and highly-engineered
fabricated parts.

The Group holds a nominal value of US$1 million bond
in Werner (the “Werner Bond”). The Werner Bond
maturing in 2007 carries a coupon rate of 10% per
annum payable semi-annually. Moody's credit rating
of the Werner Bond is WR. The cost of investment is
approximately US$756,250. No coupon interest was
received during the year (2005: US$100,000). As at
31st December, 2006, the market value of the
investment in the Werner Bond was approximately
US$0.085 million (2005: approximately US$0.29
million).
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22 A ENKEE (8) 22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

AEBE (&) Group (continued)

22 ETRARELEE S (F) 22.2 Unlisted equity and debt securities (continued)
Metaldyne Corporation ([ Metaldyne]) Metaldyne Corporation (“Metaldyne”)
Metaldyne&l & fft 2 Bk /5 5 K 18 ta th 35 1 B Metaldyne manufactures metal-formed components,
ZeBEH - BHRESE R a2 assembly, and modules or the global automotive and
RHEREAANTE - Ff8  NAEH % transportation markets. The company’s components,
B®AE  mRAREREMAE - assemblies, and modules are used in cats, trucks,

minivans, sport utility vehicles, commercial trucks, and
off-highway vehicles.

7N £ [ #5 /5 E {2 500,000 7T Z Metaldynef& The Group holds a nominal value of US$0.5 million
% ([Metaldynef& %) ° Metaldynef&% R = bond in Metaldyne (the “Metaldyne Bond”). The
T-_FIH BEEXRFE11%TE I Metaldyne Bond maturing in 2012 carries a coupon
BEYFMNE—IR o Bl T Metaldynefd rate of 11% per annum payable semi-annually.
52 EEFHBCaa2 - ERKALN B Moody's credit rating of the Metaldyne Bond is Caa2.
392,000% 7T » FAUEL 2 2 B4 A550,000 The cost of investment is approximately US$0.392
EL(ZZEZHF : 550,000%7T) - R=F million. Coupon interest of approximately US$0.55
ERF+=—A=1+—H ' &K Metaldyne million was received during the year (2005: US$0.55
BE5 2 M{EXA510,000% T (ZEZTHEF ¢ million). As at 31st December, 2006, the market value
47 7384,000% 7T) © of the investment in the Metaldyne Bond was

approximately US$0.51 million (2005: approximately
US$0.384 million).

Tower Automotive Inc([Tower]) Tower Automotive Inc (“Tower")
Towerd& st RBEHR TEHEFEA 2T Tower designs and produces parts for automobile
o ZARREESRE K& BHTHERE manufacturers. The company produces body structures,
4 - lower vehicle structures, suspension components, and
modules.

RZBEXNET-_A=+—0 KA&£EEEH As at 31st December, 2006, the Group held a nominal
[ {8 1,000,000 & ( — T T A F value of EURT million (2005: EURT million) bond in
1,000,000 28 ) 2 Towerf& % ([ Towerf& Tower (the “Tower Bond”). The Tower Bond maturing
%) o TowerlBEHFRZZE—ZFHH - R in 2010 carries a coupon rate of 9.25% per annum
BEFBI25% B WEASFFNE— payable semi-annually. Moody’s credit rating of the
R o B T TowerEH 2 E BT A AWR © Tower Bond is WR. The cost of investment is
HE KA %) 5900,0008L 78 o & A IF £ W ER approximately EUR900,000. No coupon interest was
ZE(CETRFE M\ - RZZTRF+ = received during the year (2005: Nil). As at 31st
A=+—H  &E&ERTowerE5 2 MEL A December, 2006, the market value of the investment
140,000 & (Z=ZF A F : 4 /4850,0008K in the Tower Bond was approximately EURO.14 million
&) ° (2005: approximately EUR0.85 million).

. > >
ZERNFAEH Annual Report 2006



98 YU MING INVESTMENTS LIMITED !
R 0 B O A P A = _

B 3R M EE Notes to the Financial Statements

BREZZAE L _H=14—HILEE For the year ended 31st December, 2006

23. B8 23. GOODWILL
AEE Group
EEREEZEAES 5 EBKEEIEC Investments The main changes in the carrying amounts of goodwill result
LimitedfE4£ - BEZREFEAI2MAT ¢ from the acquisition of IEC Investments Limited. The net

carrying amount of goodwill can be analysed as follows:

2006 2005
ZEBEBARF —EERF
HK$ HK$
# T BT
At 1st January
m—H—H
Gross carrying amount
#BAREE 1,037,788 -
Accumulated impairment
Rt (1,037,788) -
Net carrying amount
ARMEFE - -
Net carrying amount at 1st January
R—A—BZzEREZFEE - =
Arising from acquisition of a subsidiary
HEBEHEAREE - 1,037,788
Impairment loss
FH R - (1,037,788)
Net carrying amount at 31st December
RTZRA=+—HBZEKREFE - =
At 31st December
WR+=ZR=+—8H
Gross amount
#E 1,037,788 1,037,788
Accumulated impairment
Rt (1,037,788) (1,037,788)

Net carrying amount

BREFE - =
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24 RERHEMEVRRREE RS 24. TRADE AND OTHER RECEIVABLES AND DEPOSITS

PAID

NEE Group
2006 2005
—EERE —ZEERF
HKS$ HK$
E T BT
Trade receivables
i 2 IR 1,481,108 512,501
Other receivables
H fth, & U 5K 99,073,016 19,249,502
Deposits paid
EffRE 578,953 461,752
101,133,077 20,223,755
R-EBEENF+-_A=+—8  EtEKZEE As at 31st December, 2006, included in other receivables
— B E AR ZR397,037,901 B L (ZFEZFH was an amount due from a related company amounted to

F o) - BIEWHKIECZ B & FI B ([ 1Kk
HKIECFIA]) ° K58 £ TN AR RHKIECZ £
FES - ZABESCHEDERT  BEBLYR
TREZ B THEZFHERFERF2%5 & F
B WHAHKIECRREEEES BREREK
BEEBEFELEMEEERBEZESHEE
B o FRNAREEZRS®EAH97,037,9018 T (=
TTRHF ) o

R=_ZEZEXF+=-_A=+—H - EWHKIECFKIE
H 8,306,323 wigRE —HMMAERR (KRS
KEERLE  BREBAERTEREETIARRAR
ZAERBZHERAES) 2B RFE - B
“EERFE+_A=+—H8 X—HEBEERAFZ
FRIB T A H Ath FE B (BI7E28) -

HK$97,037,901 (2005: Nil), which represented dividend and
interest receivables from HKIEC (the “Receivables from
HKIEC"). Mr. Fung Wing Cheung, Tony is a common director
of the Company and HKIEC. The amount due is unsecured,
bearing interest at the average best lending rates offered
to Hong Kong Dollars by note-issuing banks in Hong Kong
less 2% and repayable when HKIEC has surplus cash after
the provision of working capital, transfers to reserves and
other provisions based on its budget. The maximum amount
outstanding during the year was HK$97,037,901 (2005: Nil).

As at 31st December, 2006, HK$8,306,323 out of the
Receivables from HKIEC related to the dividend and interest
receivable on behalf of a related company in which Mr.
Fung Wing Cheung, Tony, Mr. Fung Yiu Fai, Peter and Mr.
Lee Wa Lun, Warren are common directors of the Company
and the related company. As at 31st December, 2006, that
amount due to a related company was included in other
payables (note 28).
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24 ReEREMERRRE &S (F) 24. TRADE AND OTHER RECEIVABLES AND DEPOSITS
PAID (continued)
REBUEFREZEERR - U TARGEE The Group maintains defined credit policies. The following
H oz & & BB RRER 2T - is an ageing analysis of trade receivables at the balance
sheet date:
2006 2005
—EERE —ETRF
HK$ HK$
T AT
0 - 30 days
0—30H 1,401,982 471,324
31 - 60 days
31—60H 58,881 29,621
61 — 90 days
61—90H 15,184 -
Over 90 days
90H MA E 5,061 11,556
1,481,108 512,501
25 PEBRREZER BN 25. LOANS TO/FROM MINORITY INTERESTS

LPEBRRBEZERDEER 2R RLEEE
BB - Bt ZFEDDBERRDEE -

KELBBRREEZERDEER 28 RHBA
REERBEF2EARNEE - Bt - ZREDS
BRIFERDAEE -

Loans to minority interests are unsecured, interest free and
repayable on demand. Accordingly, the loans are classified
as current assets.

Loans from minority interests are unsecured, interest free
and are not repayable in the next twelve months after the
balance sheet date. Accordingly, the loans are classified as
non-current liabilities.
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260 BATEIEFEEEREECHKEE 26. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS
NEE Group
2006 2005
—EEXRE —ETRHE
HK$ HK$
BT BT
Debt securities listed outside Hong Kong
BN ETERE S 17,082,000 7,868,250
Market value of debt securities
BEEBEHFZME 17,082,000 7,868,250

LAV BEESERFIEEE -
Federal-Mogul Corporation ([ Federal-Mogul)

Federal-Mogul®i& &k 5 &R EE « 8 « HA
EH  RERERTREHITHRIEER -
Federal-Mogulm] t R &t 7 [R & 2E R B H
E o ° Federal-Mogul 7R [F& B F = 2B 4 1 45 B
RMERES -

N & B £ B E H 8 /43,000,000 7T Z Federal-
Mogulf& % ([ Federal-Mogulf& % | ) ° Federal-
MogulfE 5 R=ZZEZTMFHEH  ZEEARFE
75%  B¥FNHE—X  RZZTWFIHRIE
MEZB05%&EH -

The above financial assets are classified as held for trading.
Federal-Mogul Corporation (“Federal-Mogul”)

Federal-Mogul manufactures and distributes components for
light trucks, automobiles, heavy duty trucks, farm and
construction vehicles, and industrial products. Federal-Mogul
markets its products to original equipment manufacturers
located worldwide. Federal-Mogul also manufactures and
supplies its products to the aftermarket.

The Group holds a nominal value of USD3,000,000 bond in
Federal-Mogul (the “Federal-Mogul Bond”). The Federal-
Mogul Bond maturing in 2004 carries a coupon rate of
7.5% per annum payable semi-annually matured in 2004
and renewed with a new coupon rate of 0.5% per annum.
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26.

27.

BRATVEIRREERREECHBEE
(&)

& E KA A715,000% 7T ° 2= 5 #4915,0003% 7T
ERAFERAKBR(ZZZARF : 15,000%7T) °
RZZEZERF+-_A=1+—H ' &M Federal-
MogulfE% 2 T E#) 42,190,000 T (ZZEZ H
£ #49/51,009,000%7T) °

A 4%

I

OH

HH% B ZEEBESLA18,837,000/ 7T i

o %

o

RERBESEEYRFERBITEHRERK

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (continued)

The cost of investment is approximately USD715,000.
Coupon interest of approximately USD15,000 was received
during the year (2005: USD15,000). As at 31st December,
2006, the market value of the investment in the Federal-
Mogul Bond was approximately USD2,190,000 (2005:
approximately USD1,009,000).

Subsequent to the balance sheet date, the debt securities
have been disposed of amounted to HK$18,837,000.

CASH AND CASH EQUIVALENTS AND PLEDGED
BANK FIXED DEPOSITS

Group Company
REE AR F
2006 2005 2006 2005
—EERE _ITTRF ZBERE _ITITLF
HK$ HK$ HK$ HK$
# T BT # T BT
Cash and bank balances
& RIRTTAEER 3,193,738 3,137,210 197,704 192,821
Time deposits
TE HFE R 150,222,990 19,187,626 93,207,971 2,342,306
153,416,728 22,324,836 93,405,675 2,535,127
Less: Pledged bank fixed deposits
B AR ERTTE HI R (10,537,895) (16,813,031) - -
Cash and cash equivalents
ReLBEEEY 142,878,833 5,511,805 93,405,675 2,535,127

IRITERRIEE B IR1717 R FI R 22 ) 5| = B
BAS - SHETHERZBEBE—BE=@AT
L BIAEFEZ7BRESTEME - ¥R A
2 EEE R ERN K3 T%ES5.225% (ZEEH
F :245%F4.275%) REFE - REkReFE
BYREEHRETHTRZEAAEAMESESRER
F1H -

RZBZERE+ZA=+—H  RITEHHFEK
10,537,895 L (ZEZT A4 : 16,813,031/ L)
EEMRT -MPBHERE  EALAEEEREER
BHEA - FARESIEMT292[EE] -

Cash at banks earns interest at floating rates based on
daily bank deposits rates. Short term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the
Group, and earn interest at the respective short term time
deposits rates of 3.7% to 5.225% (2005: 2.45% to 4.275%)
per annum. The carrying amounts of the cash and cash
equivalents and the pledged deposits approximates to their
fair values.

As at 31st December, 2006, the bank fixed deposits of
HK$10,537,895 (2005: HK$16,813,031) were pledged to a
financial institution to secure borrowing facilities granted
to the Group, which were included as “Borrowings” in note
29.
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28. HWEAR EERAREWES 28. OTHER PAYABLES, ACCRUED EXPENSES AND
DEPOSITS RECEIVED
AEH
Group Company
AEH PiN/NET|
2006 2005 2006 2005
—EEXRF —ZTETRHFE ZBEARFE Z—ZZTTAHF
HK$ HKS$ HK$ HK$
BT BT BT BT
Other payables and accrued expenses
HithEBRAKRETER 20,469,316 2,991,374 963,085 850,251
Rental deposits received
B WA Z S 5,612,535 8,868,792 - =
26,081,851 11,860,166 963,085 850,251

R-ZEERF+_A=1+—8 KEEHMHE
BEREFERRPER —BBAERAZHRA
8,711,415%8 L (ZEZFAF : 308,891/ 7L) - E
18,306,323 (ZETHF : M) IEAKEREK
—HEERARERZBEERFE -

R-ZEERE+-_A=1+—0 AAQARZHME
BEREAEREER —EBEQAR ZHNA
405,092 L (ZZZ A F : 308,891 ) °

AR RE  BREAERFERELETDARF]
NRZBERRZARES - RAWERFZHA
REEH RERARZREEE -

As at 31st December, 2006, included in other payables and
accrued expenses of the Group were amount due to a
related company amounted to HK$8,711,415 (2005:
HK$308,891) of which HK$8,306,323 (2005: Nil)
represented dividend and interest receivables by the Group
on behalf of the related company.

As at 31st December, 2006, included in other payables and
accrued expenses of the Company were amount due to a
related company amounted to HK$405,092 (2005:
HK$308,891).

Mr. Fung Wing Cheung, Tony, Mr. Fung Yiu Fai, Peter and
Mr. Lee Wa Lun, Warren are common directors of the
Company and the related company. The amount due to the
related company is unsecured, interest-free and repayable
on demand.
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29. B8 29. BORROWINGS
AEE Group
2006 2005
ZEBEXREF —ZEERF
HK$ HK$
BT BT
Secured
B HEAR
Bank borrowings — floating rate
RITEE — FE 917,880,958 475,054,574
Other borrowings — fixed rate
HifEE — ER 8,413,034 10,496,176
926,293,992 485,550,750
Carrying amount repayable:
JEEE RREE
Within one year
—E R 38,322,174 10,496,176
More than one year, but not exceeding two years
—FLAEBETBAME 24,500,000 458,171,016
More than two years, but not more than five years
MENEBTBERAF 769,500,000 16,883,558
More than five years
AFLE 93,971,818 -
926,293,992 485,550,750
Less: Amounts due within one year shown under current liabilities
o —FREESIERE B EZRIA (38,322,174) (10,496,176)
Amount due more than one year shown under non-current liabilities
—F LR HINEIRE B E 2 RIE 887,971,818 475,054,574
REZZTERNFTFZA=+—H RITEENURE As at 31st December, 2006, bank borrowings were secured
Wz (B5E17) ~ REWHE 2 B & RHKIECHE by investment properties (note 17), rental receivables from
g SR 8 HKIEC A AT AR 3R FE 1 AR R Bl S 8 2 &) 2 3% those investment properties and receivables due from HKIEC
HEEHR YHARQAF RARIZEFHRIEBL or any shareholder of HKIEC to a subsidiary of the Company;
ERKTABMEREMNBRAIZESREAR LA and supported by guarantees provided by the Company,
REER - ER—FAEEZEMEES 413,034 Mr. Fung Yiu Fai, Peter, a director of the Company. Mr. Yu
BIL(ZEZRF : 10,496,17678 7T) LASR 17 7€ & Kwok Chuen, Eddie, a director of the properties holding
TR (M5E27) (BRI - WA AR Al REER - subsidiary of the Company. Other borrowings of

HK$8,413,034 (2005: HK$10,496,176) repayable within one
year were secured by bank fixed deposits (note 27) and
supported by guarantee provided by the Company.
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29. & (&)

R-_ZEERFEF+_-_F=+—H  FI7HEE
330,000,000 LE D ERIERBEE - RAAR
SEEH(RENEE NEEEREEERT —
¢ °

REH

AEBERNGEHEAEEZERME (FREER
ME)Z@EEMT :

o)

#

Effective interest rate per annum:
ERFEMEK
Fixed rate borrowings
EREE
Floating rate borrowings
FEEE
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29. BORROWINGS (continued)

As at 31st December, 2005, bank borrowings of
HK$330,000,000 had been classified as non-current liabilities
because the Group expected, and had the discretion, to roll
over the borrowings after one year from the balance sheet
date.

Group

The ranges of effective interest rates at the balance sheet
date (which are also equal to contracted interest rates) on
the Group’s borrowings are as follows:

2006 2005
—2EXF “FTHE

2.86% to 4.18% 2.93% t0 3.17%
HIBOR + 0.62% to HIBOR + 0.75% to
HIBOR + 2.3% HIBOR + 2.3%

EEZEREEANRSERERFE -

fEEZREENATIIEEFE

The carrying amounts of the borrowings approximate their
fair value.

The carrying amounts of the borrowings are denominated
in the following currencies:

2006 2005
—EERE —ETRF
HK$ HK$
T AT

Hong Kong dollars
B IT 917,880,958 475,054,574

Euro

B 7 8,413,034 10,496,176
926,293,992 485,550,750

RAFEEN  AEBIVIHBEDHNER=-ZZ
NFEFNLA=Z+BRER-_ZE—ZTFALA=THZR®D
FEBHE L - EELR%EE/5100,000,0008 7T © 1%
EEMNEBENFEBFELII%EL4%TEFE ° 513
FRIEHENTAEENAERZEEEELEY
[ B2 K B o

During the year, the Group entered into two interest rate
swap contracts of total notional amount of HK$100 million
at fixed interest rates ranged from 4.3% to 4.4% per annum
with maturity date on 30th September, 2008 and 30th
September, 2010, respectively. The interest rate swap
contracts were entered into for the purpose of re-adjusting
the exposure of the fluctuations arising from the floating
interest rate of the borrowings.
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30. B 30. SHARE CAPITAL
2006 2005
ZEBEBARF —EERF
HK$ HK$
# T BT
Authorised:
ETE
2,100,000,000 (2005: 2,100,000,000)
ordinary shares of HK$0.1 each
2,100,000,000f% (ZZZ H 4 : 2,100,000,000/%)
SFREEO.10% T2 Ik 210,000,000 210,000,000
Issued and fully paid:
EBRTRERE
1,691,171,989 (2005: 1,691,171,989)
ordinary shares of HK$0.1 each
1,691,171,989& (ZZ=Z A4 : 1,691,171,989/%)
SFREEO.10% T2 Ik 169,117,199 169,117,199
31. & 31. RESERVES
AEH Group

AEBZFERARENAFERBAFEZE
PHIERNHBEBRREIBAEFIA R ERE
BRE -

RiFFEARKME ([HE]) 2B BEH KA
R NEBEBERBMEG —BHEERZ B0
BNCEREREAERIZFHFHEES

R-BEAFE+-A=+—A  RASHEES
A EREEEL ATEED -

The amount of the Group's reserves and the movements
therein for the current and prior year are presented in the
consolidated statement of changes in equity on pages 38
to 39 of the financial statements.

Pursuant to the relevant laws and regulations in the People’s
Republic of China (“PRC"), a portion of the profits of a
PRC entity controlled by the Group’s associate has been
transferred to reserve funds which are restricted to use.

As at 31st December, 2006, investment revaluation reserve
represents changes in fair value of available-for-sale financial
assets.

<K
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31. & (&) 31. RESERVES (continued)
b NN Company
Capital
Share redemption Retained
premium reserve earnings Total
EAREE
R E ®E RERER B
HK$ HK$ HK$ HK$
BT BT BT BT
At 1st January, 2005
—ETERFE-A—HA&KE 311,582,062 4,031,600 221,163,796 536,777,458
Loss for the year
REFERE - —  (85,999,126) (85,999,126)
2005 proposed final dividend (note 13)
—TERFERRRBARES (FFE13) = -~ (33,823,440) (33,823,440)
At 31st December, 2005 and 1st January, 2006
—EERFT+ZA=+—HEK
—EEXF—A—B&KHE 311,582,062 4,031,600 101,341,230 416,954,892
Loss for the year
REFERE - - (181,798,136) (181,798,136)
At 31st December, 2006
—EERFE+_A=+—BH&E 311,582,062 4,031,600 (80,456,906) 235,156,756
32. BREEFHE 32. NET ASSET VALUE PER SHARE

EREEFEDREARGKRET G AEN
& EFE 732,331,045 T (T H F
900,448,485B L) KR —EERNF+-_A=+—
BzBE#TEBMK1,691,171,989K (=ZZEZT R
& 1,691,171,9890%) 5+ & o

The calculation of net asset value per share is based on the
net assets attributable to the equity holders of the Company
of HK$732,331,045 (2005: HK$900,448,485) and
1,691,171,989 (2005: 1,691,171,989) ordinary shares in
issue as at 31st December, 2006.

> > >
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33. EEHIEEE

AKE
BALBADRAEBRE7.5% (—FERE

175%) IREBEEAMTEEREETH

AEEAZEERE(BE) BEEHWT :

33. DEFERRED TAX LIABILITIES

Group

Deferred taxation is calculated on temporary differences
under the liability method using a principal taxation rate of
17.5% (2005: 17.5%).

The movement in deferred tax (assets)/liabilities during the
year is as follows:

Accelerated tax Fair value
depreciation gain Tax losses Total
MEHERE DTEEM REEE &t
2006 2005 2006 2005 2006 2005 2006 2005
ZBERE C—TThF ZBERE _—TTRF ZBERE _TThE ZBERE _ZTRF
HKS HK$ HKS HK$ HKS HK$ HKS HK$
B BT B BT B BT B BT
At 1st January
®—A—-AH 2,642,085 - 64,580,192 - (343,514) - 66,878,763 -
Arising from acquisition of a subsidiary
REEHBAREE - 1,812,829 - 64,580,192 - (2452,019) - 63,941,002
Charged/(credited) to income statement
RE®ENR/ GIA) 2,490,610 829,256 - - (869,019) 2,108,505 1,621,591 2,937,761
At 31st December
W+=A=+-H 5132,695 2,642,085 64,580,192 64,580,192  (1,212,533) (343,514) 68,500,354 66,878,763

RZZTERF+_A=+—H XEBEEHitz
AR IEEEE21,685,6068 7T (CETHF ¢
m) ATRERELAZEBEZA TZ%EM&E%%
Fiom A B ARG 8 o AR P MDA T8 DRI 2R B0& Fl) SRR
it ERZETEEEEREEHIBEE ° -
WIBRTHIEEN - ZSHEBEBTSE® -
ZAMESARERRLEHIEAE -

RAF
RIZEZXRFET_A=+—RH ARAEEKRKR

BRAEERBEERBE(ZTZTRF  £) o

As at 31st December, 2006, the Group has unused tax
losses of HK$21,685,606 (2005: Nil) available to offsetting
against future taxable profits of the companies which
incurred these losses. Deferred tax assets are not recognised
in respect of these tax losses due to the unpredictability of
future profit stream. These tax losses do not expire under
current tax legislation. There were no material unrecognised
deferred tax liabilities.

Company

The Company had no material unrecognised deferred tax
assets and liabilities as at 31st December, 2006 (2005: Nil).

<K
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34. AR EHERH

RZBERE+T-A=+—0  AEERETH
BELEREZARZEEAERABLBENT :

YU MING INVESTMENTS LIMITED 09
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34. FUTURE OPERATING LEASE ARRANGEMENTS

As at 31st December, 2006, the Group had future aggregate
minimum lease receipts under non-cancellable operating
leases as follows:

AEE Group
2006 2005
ZEBEBARF —EERF
HK$ HK$
# T BT
Investment properties
REYE
Amount receivable
JRE W R 78
Within one year
—F A 65,554,831 42,935,283
In the second to fifth years
E_EZERF 39,864,243 10,743,739
105,419,074 53,679,022

AEBERBEVNF A —EMFZEERER TN
MEKREME WFE17) - BEGER—RITEFRA
FxRERE - HESHEREREXAES

EAN|

7N A ARAE T RIS B T B W 2 (] &%
EEELA -

The Group leases its investment properties (note 17) under
operating lease arrangements which run for an initial period
of one to two years. The terms of the leases generally also
require the tenants to pay security deposits. None of the
leases includes contingent rentals.

Company

The Company does not have any minimum lease receipts
under non-cancellable operating leases.
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35. EARAEYE 35. CAPITAL COMMITMENTS
AEE Group
REBREZBHES T EREE : The Group had the following capital commitments at the
balance sheet date:
2006 2005
—EERE —ETRF
HK$ HK$
T AT
Contracted but not provided for
BEET4 - BREME
Investment properties
REMHE - 253,790,000
Available-for-sale financial assets
AHEEMBEE - 59,000,000
- 312,790,000
b NN Company
KRR ZEETRFR=ZFENF+A=1— The Company does not have any significant commitments
B I £ (E {a] & KEIE © as at 31st December, 2005 and 2006.
36. MBERERN 36. FINANCIAL GUARANTEE CONTRACTS

KARIE R £ E4714,000,0008 T (ZFEFH
& #/5445,000,000/87T) 2R - (EARHE
ARIFPEEZ M AEEESmABITRE ZEK
j:Eﬁ °

AARMPERBELER  UAHE—FH2EHB

NEERHE ST HBIE15,000,000%T (ZEFH

£ : 15,000,000 70) ZBEHEE - R=ZZZRF

+ZA=+—"HZHKEEEK4819,0008 7
“ZETRE : 491,100,000 ) o

RIBBBAER  WERREEAREKREE - Al
ARRBEERNEESINEBEER - R&EER
AARWEREREHBTNZETELREG &
REERAELEEERZAEETK  MBEBE
BERUR—_ZEERE+_A=T—"BZ2BES
/1,340,000,000% 7T & 11,000,000/ T 2 ¥ 3 K
EBTFERIEREM -

The Company has executed a guarantee to a bank to secure
the outstanding indebtedness due by a subsidiary amounting
to approximating HK$714 million (2005: approximately
HK$445 million).

The Company has executed a guarantee to a financial
institution to secure the borrowing facilities available to a
wholly-owned subsidiary in the amount not exceeding US$15
million (2005: US$15 million). The outstanding indebtedness
at 31st December, 2006 was approximating Euro 819,000
(2005: approximating Euro 1.1 million).

Under the guarantees, the Company would be liable to pay
the holders of these guarantees if they are unable to recover
the loan. At the balance sheet date, no provision for the
Company’s obligation under the guarantee contract has been
made as the directors considered that it was not probable
that the loan would be in default and they were secured by
the properties and fixed deposits with value of HK$1,340
million and HK$11 million, respectively at 31st December,
2006.
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37. BEAERS

(a)

BRMBHREEMBOAREEN  AEH
RAFEANDETTIERBEALRS :

Management fee expenses to Yu Ming Investment Management

Limited (“YMIM")

MEHFEEEEFRAR (BHEETE]D) XNZERERAX

RELATED PARTY TRANSACTIONS

Saved as these disclosed elsewhere in the financial
statements, the Group had the following significant
related party transactions during the year:

Group

REE
2006 2005
ZEBEBARF —TZRF
HK$ HK$
# T BT
13,306,316 11,288,498

REBEAEEERFREEIE (ERIHKFER
£ RBREBEEERFEREENIHREE
BZEERARRZER)R - NAEF=
ARAFTUYEBRRR—AAEF=A =+
tEfEZERBGE ([RIKEEER
#|) BHRAEEEREA-NANEF=A
THtEHEFAFAGDEEEREARE
ZHABEETHE RHBRETEAERIUR
BEEER  2RMATREFRER—AZE
EFEZ0375% ARBLER (WAH) -
TRAFNEYRFETHERIEER
BAARAEN CRFT RS BRI BELAEE
REZFEz2BATFTHEEFHBE6RER BT
BEZ20% Mt BREEEEANRSE
R KRR ZBMERRB I SIZERSS
FERHBEABEREATHEEREREAK
750 Bl A o

Under the investment management agreement
("Existing Investment Management Agreement”)
approved by shareholders on 27th March, 1997 and
dated 5th March, 1997 between the Group and YMIM,
of which Mr. Fung Wing Cheung, Tony, Mr. Fung Yiu
Fai, Peter and Mr. Lee Wa Lun, Warren are the directors
of YMIM and the directors of the Company, YMIM
agreed to assist the board of directors with the day-
to-day management of the Group for a period of five
years commencing 27th March, 1997. YMIM will be
entitled to a management fee equal to 0.375% of the
net asset value on each quarter date and an incentive
fee equal to 20% of such amount (if any) by which
the audited consolidated profit before tax for each
financial year completed (before adjusting for the
incentive fee) exceeds such amount as is equal to 6%
of average monthly net asset value of the Group for
each such financial year. For the calculation of
management fee and incentive fee, the associated
companies of the Group will not be equity accounted
for the purpose of calculating such quarterly and
average monthly net asset value and consolidated profit
before tax.
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37. REAETXRF (&)

(a)

(&)

E-ZZ_F=PAMHE  BYRRLE—H
i ((MahEl) ERRITEEREZ
IR BEE_TTLF=-A=1T—H-#
AT ERBERERTE - £ THE
TRERHRA  WAKEEKFRAERE
B BERRETESETURESER - F
- ZEARERCEAHESFE+T A
=t BUEKBRZBBAES SN CREE
R BRA) > MRBIHETOERHER
RAZRBRE  WHEEN  BRASEE
REHiEaEEFEOWERHEEZ
20% - Mat EREEBEARESEAE
ARBZzBERR RARZEESERRRT
EREREDETEASEREATHEE
FERGEERAESN R_FTAFR-
ZERFTZRA=+—H BRHEREEBEL
BURESER -

ROREEERERBABHEIETZRA
RECEBRERICEREN XN - BEIL
BHEFARBRR_ZERAF A -BERZ
HERGIERFARREMEI ZRE -
BREMEEHENBRRTHEAR -

37. RELATED PARTY TRANSACTIONS (continued)

(a)

(continued)

On 4th March, 2002, a supplemental agreement
(“Supplemental Agreement”) was approved by
independent shareholders to extend the expiry date of
the Existing Investment Management Agreement to
31st March, 2007. Under the Supplemental Agreement,
the management fee remains unchanged. Pursuant to
the Supplemental Agreement, YMIM will not be
entitled to the incentive fee if the Group reports an
accumulated loss during the term of the Supplemental
Agreement at the time of the incentive fee
computation. Therefore, the incentive fee will be
equivalent to 20% of the amount by which the audited
consolidated profit before tax for each year ending
31st December (before adjusting for the incentive fee),
and after offsetting the accumulated loss during the
term of the Supplemental Agreement, if any, exceeds
6% of the average monthly net asset value of the
Group for such financial year. For the calculation of
management fee and incentive fee, the associated
companies and jointly controlled entity of the Group
will not be equity accounted for the purpose of
calculating such quarterly and average monthly net
asset value and consolidated profit before tax. For the
years ended 31st December, 2005 and 2006, no
incentive fee was charged by YMIM.

The Existing Investment Management Agreement and
the Supplemental Agreement were premised on the
principle that incentive fee should be paid on “realised
profit”. The agreement had not anticipated the
recording of investment properties revaluation through
the income statement, as required by the new HKAS
40 "Investment Property” with effect from 1st January,
2005.
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37. REAETXRF (&)

(a)

(&)

MERAERSBEANS  BHKREETER
BHABRMETESTEBERF 13RI
BWERT]  HEPRE[MKREMEEEZ

SR ([RERKE] T TEREBRER
RIE - BIMEREMEEHRFEED - gt
RHEEHREMEMS  REAMMBEZD
EHREVEEGRBERDOBRDBE
fR o Eit - RETEREERAB TR ANE
SRR 2 E A ARBEKE - R EBREE
EEBENERLEAMRENER 2B
A2 BT E -

Al - ARAEBE_STHAFEHREMNE
BRREBEMEEMRRCESIEN
HEAMEEAMERBRFENESNEKE
RAZBRRILE  TARTEEZFERS
GEPEMN c RZBAT REBRHIRR
(Hh ) ZREE2R I EMDABRLEE
FEXNTRHEREER 2EEFE  MB
BEREAEENZFEZHRDR -

o AEEEARBERETEZHAESE
M WEBRTEEHERESHIREER
ZHAERBRERAT 240% - ZE5HERH
REEHEMYT 2 &5 5896,1448 L (=T
FE : 780,752 70) - AEEBAHBHIE
BEEBRAZETABE  UHRIMESRNR
HEEBEBR-_ZZTNFZHRERKA
466,966/5 7L (ZZE T AF : 453,354 70) °
ZEMEERDNAARESBERZ TR K
Hih &&= -

(a)

37. RELATED PARTY TRANSACTIONS (continued)

(continued)

For the computation of incentive fee, YMIM proposes
to maintain the adoption of the old Hong Kong
Statement of Standard Accounting Practice 13
“Accounting for Investment properties” in which the
unrealised gain arising from the revaluation of
investment properties (the “Unrealised Gain”) is not
dealt with in the income statement, but as movements
in the investment property revaluation reserve. On the
disposal of the relevant investment properties, the
relevant portion of the investment property revaluation
reserve realised in respect of the previous valuations
will be released to the income statement. As a result,
the computation of the incentive fee should not take
into account any unrealised gain recognised in the
income statement but should be based on the surplus
of the sale price over the acquisition costs at the time
the relevant investment properties are actually disposed
of.

However, as the Group already recorded an accounting
profit for property revaluation surplus in share of results
of associates in 2005, it is possible that no accounting
profit would be reported when the relevant properties
are disposed of in a subsequent year at a price well
above its acquisition cost. In that case, an incentive
fee computed on, inter alia, the basis of such “realised’
disposal profit would still be payable to YMIM in the
year of the disposal, irrespective of the Group’s
reported profit in that year.

The Group occupies office space of YMIM and
reimburses to YMIM 40% of its office and equipment
expenses in accordance with the Existing Investment
Management Agreement. Such expenses reimbursed
to YMIM during the year ended 31st December, 2006
amounted to HK$896,144 (2005: HK$780,752). The
Group utilised certain staff employed by YMIM and
reimbursed staff costs of HK$466,966 to YMIM for
2006 (2005: HK$453,354). Such reimbursed costs are
included in “Administrative and other Operating
Expenses” on the face of the consolidated income
statement.
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37. REAETXRF (&)

(©)

RZBERF+ZRA=+—R8  x5EEH
TIMEEE R

MYM China Trust
MYM High Yield Bond Trust

37. RELATED PARTY TRANSACTIONS (continued)

(o]

As at 31st December, 2006, the Group had the
following interests in units of the following trusts:

2006 2005
—EERE —ETRF
Units HKS$ Units HK$
RE E T R 2 BT
136.0970 45,424,856 136.0970 29,101,937
101.4612 28,615,821 101.4612 24,813,948

(e)

M I8 {2 7 ¥9 A MYM Management Limited
(TMYMML]) B - HRIBEKETLTER
MYMMLZ EF > ERARAFA 2 EEF LK
H o

AREBERNRHBEEEESINTHER
180,000/t (ZZZ A : 180,100/8T) &
EEINERMER(ZZEZTHF : 250,000/
JL) °

ERRTAKEZRITER MBS
HRIER S - ARRZEFERRTREEE
AFELR ©

HE_TZXRE+_A=+—8 ' BXxfEL
SEMARANBARERZEREGRA A
(TFEE])IRH#38,460,1638 L (=TT H
& 1 8,443,4017%870) + HRIBKELEERE
BRARBIZEERERR - i RBZEFRE
ERF  REREBTERS -

HE-_ZZXAE+_A=+—HLFER -
K& E 2z D EP% R Marking Limited 4 EX A
% F1480,000/ 7C (ZZTZ A 4F : 480,000/
T RAEEZEBEIT(ZZTZHF 900,000/
JL) ° & B & % 4 A Marking Limited 2 B
% o

R_ZEZERAFEtANAB ' A AEBHIKE
BEFVEEWZE  RBEBEYMMEAARR
A8 ZEC Investments LimitedZ 22.15%%
KEDR RHEESARFBRENR-_ZTETRH
FENA+ZBH#E -

(d)

Both trusts are managed by MYM Management Limited
("MYMML") of which Mr. Fung Wing Cheung, Tony is
the director of MYMML, and the director and
shareholder of the Company.

The Group has been charged an administrative fee of
HK$180,000 (2005: HK$180,100) and advisory fee of
HK$Nil (2005: HK$250,000) by YMIM.

As part of security for the bank borrowings granted
to the Group, a personal guarantee from Mr. Fung
Yiu Fai, Peter, a director of the Company is provided
to the bank.

As at 31st December, 2006, HK$8,460,163 (2005:
HK$8,443,401) advanced by Mr. Fung Wing Cheung,
Tony to Honnex Development Limited (“Honnex"), a
subsidiary of the Company, of which Mr. Fung Wing
Cheung,Tony is a director and shareholder of both
Honnex and the Company. The loan to Honnex is
unsecured, interest free and has no fixed repayment
terms.

During the year ended 31st December, 2006,
consultancy fee of HK$480,000 (2005: HK$480,000)
and commission of HK$Nil (2005: HK$900,000) were
charged by Marking Limited, a minority shareholder
of the Group. Mr. Yu Kwok Chuen, Eddie is a
shareholder of Marking Limited.

On 4th July, 2005, the Company entered into a sale
and purchase agreement with YMIM in relation to the
transfer of the 22.15% equity interest in IEC
Investments Limited from YMIM to the Company. The
transaction had been approved by shareholders of the
Company on 12th August, 2005.
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38. A EEBEMNREBE

AEEEHZAREELERREEZE 2 TR
AZHBER - AEE 2 BERARERSHY
MBS EERRZEE  UARFKEER Y
AEBPBRIRAELER 2 TNZE -

38.1 Wi A k&

AEBEHHRERAZFREBRE S 2R
% DRGEEERBRASERAHEE
M EESIZ A FEYIR R AR SRS R IE
ZHBEE - 2SR FBHXITHERR
ST E  MzEFRARAIAREZETAL
AREBRFEEIEERARMEL -

38.2 = ERAK

AEEEESEERR - X ZHFRENK
RIMESNZER REEAELEZER
(IHE) e e EE - AREBEERE
M BHBEY 2 EERRKE -

AEBEERSFHREBTER-_TTRE+
“A=tT-BZEEMAREBESRRICHE
RUBEEZRREERRARGEEEAR
RFLZEEEZREE REBREEE
Bk - ANEBEEEREEE B FHERG
Bz AW E SRR - AR L BE W O £ AE
Bz EaEE - gitms  EFTERR
AEEZEERBERERD °

38. RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to a variety of financial risks which

result from both its operating and investing activities. The

Group’s overall risk management programme focuses on

the unpredictability of financial markets and seeks to

minimise potential adverse effects on the Group's financial
performance.

38.1

38.2

Market price risk

The Group is exposed to equity securities and debt
securities which are classified in the consolidated
balance sheet either as available-for-sale financial assets
or financial assets at fair value through profit or loss.
They are susceptible to market price risk arising from
uncertainties about the future prices of the
instruments.

Credit risk

The Group takes an exposure to credit risk, which is
the risk that a counterparty will be unable to pay
amounts in full when due. Impairment provisions are
provided for losses that have been incurred by the
balance sheet date, if any. The Group is responsible
for monitoring the amount of credit exposure to any
financial institution.

The Group’s maximum exposure to credit risk in the
event of the counter parties failure to perform their
obligations as at 31st December, 2006 in relation to
each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
balance sheet. In order to minimise the credit risk, the
management of the Group review the recoverable
amount of each individual debt at each balance sheet
date to ensure that adequate impairment loss are made
for irrecoverable amounts. In this regard, the directors
consider that the Group’s credit risk is significantly
reduced.
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38. MREER N RBUEK ()

38.2 =B Rk (&)

AREYEBEETZEERR
BRESHMEZRHUFHIREP °

g =Ny

383 MEBE S E K

REEREN FMRIELETMEARES - AR
2% Fha %Ex%ﬁaz R ET
MR AN EE - ZEIF MR SF AL
3FEA St Z ﬁfﬁl‘ﬂei%f%: HOm I E Al
e - At - AEERI e BRI LS
Iﬂ NEEZREAREERNLETAZIR
B UENAKSEZREE ©F E B ER
EEH (PINERMEEETAZEEKRKER
ft) - BEZRBESRREER EH TR
ZBRERAIHENES  BRATHZEER
BUREESREEMIHET 2B o

BA4RERER LA FENERAR
HRAEEEE ASW B EERZE BT
ZERHEE  EUAEERHEB KR RIR
EREFEAXEF /5 EKEEEF
25/ AR -

38. RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

38.2

38.3

38.4

Credit risk (continued)

The Group has no significant concentration of credit
risk, with exposure spread over a number of counter
parties and customers.

Liquidity risk

The Group invests in both listed and unlisted securities.
Those listed securities are considered readily realisable
as they are listed in regulated stock exchanges. Those
unlisted securities may not be traded in an organized
public market and may be illiquid, As a result, the
Group may not be able to liquidate quickly its
investments in these instruments at an amount close
to their fair value in order to meet its liquidity
requirements or to respond to specific events such as
deterioration in the creditworthiness of any particular
issuer. Prudent liquidity risk management implies
maintaining sufficient cash and marketable securities,
the availability of funding through an adequate amount
of credit facilities and the ability to close out market
positions.

Cash flow and fair value interest rate risk

The Group is exposed to risks associated with the
effects of fluctuations in the prevailing levels of market
interest rates on its financial position and cash flows
since the Group has significant interest-bearing assets
and long-term borrowings issued at variable rates.
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38. MREER N RBUEK ()

BBARERERAFEFNEZEAR (F)

BeERefEXARNMEBTAEMETAE
3P o ANEE [T 3L A =i HR LA B R E R ER D 1E
BEATEEH AR o WBTHEZFIRE
BRI LESR—EE 8 B)F B A XRE K 2
S - MR AR _EMFRE - BBE
HEER B RES T HEHFENT
43%Z2A44A%(Z T HF : 43%%
4.4%) - R=ZZTEXF+-_A=+—HB &
EEBEFBE A XFEE100,000,000% 7T (=
TERE 100,000,000 7T) & K R HY o

38.5 & ¥ & k&

AEEFBETMINEEINEZ AT HEEM
BEE - ARAEMEEIIEZESFRINE
ZEESEEXZEHMLRKY  AEER
AT Nl JE N o

38.6 A¥{E

AEEYBHEERBBEZATFEREREER
TEBAZR  FEUMSEHBETAY R
AHHEHARE - FRDAEBAFEL
BRE REASKREEAQRVELEEAE
H o

38. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

38.4 Cash flow and fair value interest rate

38.5

38.6

risk(continued)

The cash flow interest rate risks are managed by means
of derivative financial instruments. The Group entered
into interest rate swaps to hedge against its exposures
to changes in fair values for some of the borrowings.
Interest rate swaps, denominated in Hong Kong dollars,
have been entered into to achieve an approximate mix
of fixed and floating rate exposure. The swaps mature
over the next 2 to 4 years matching the maturity of the
related loans and have fixed swap rates ranging from
4.3% to 4.4% (2005: 4.3% to 4.4%). As at 31st
December, 2006, the Group had interest rate swaps with
a notional contract amount of HK$100 million (2005:
HK$100 million).

Currency risk

The Group holds available-for-sale financial assets
denominated in currencies other than HK dollars. The
Group is therefore exposed to currency risk, as the
value of the securities and foreign currencies will
fluctuate due to the changes in exchange rates.

Fair values

The fair values of the Group’s financial assets and
liabilities are not materially different from their carrying
amounts because of the immediate or short term
maturity of these financial instruments. The fair value
of non-current liabilities was not disclosed because
the carrying value is not materially different from the
fair value.
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39. X% & 6t
(a) BRREERABRAA

R-EBEZRFEALEER  AEEBER
REERABRAR ([FE]) 2 &KH#EH
30%3IEIMNE61.22% * %A A SRl BN E
EHERAR - RER_ZZTAHFNA
AREZZEERF+ZA=+—HHHE
BAEE BRI A17,634,71175 T K F
F8,198,531% T - MMBR ==
F-—A—HA%4E  AAEERETFEZ
WA Kos F % 95 Bl & 67,867,4087% 7T K&
352,548,538 7T - R EERHEH S E -
WIEMABTMBEEBSTHEER SR
F— A — B FEK A A E B2 A E U
AREEELE - NESRETERRKSE

==
i oo

39. BUSINESS COMBINATION

(a)

Honnex Development Limited

On 5th September, 2005, the Group’s shareholdings
in Honnex Development Limited (“Honnex") increased
from 30% to 61.22%, which was formerly an associate
of the Group. Honnex contributed revenue of
HK$17,634,711 and net profit of HK$8,198,531 to
the Group for the period from 5th September, 2005
to 31st December, 2005. If the acquisition had
occurred on 1st January, 2005, the Group's revenue
and profit for the year would have been
HK$67,867,408 and HK$352,548,538 respectively. The
proforma information is for illustrative purpose only
and is not necessarily an indication of revenue and
results of operations of the Group that actually would
have been achieved had acquisition been completed
on 1st January, 2005, nor is it intended to be a
projection of future results.
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BREZZAE L _H=14—HILEE For the year ended 31st December, 2006
39. ¥&4S 6 (&) 39. BUSINESS COMBINATION (continued)
Q) ERBREABAF (&) (a) Honnex Development Limited (continued)
. The assets and liabilities acquired are as follows:
FKBEEREENT | !
Acquiree’s
Fair value carrying amount
AFE WWEAZREE
HK$ HK$
BT BT
Investment properties
AW 800,000,000 800,000,000
Long term deposit
RHET & 35,000,240 35,000,240
Trade and other receivables and deposits paid
Rl H MR R R B AR 3,673,642 3,673,642
Cash and cash equivalents
ReRBESEEBY 462,971 462,971
Borrowings
BE (144,715,000) (144,715,000)

Other payables, accrued expenses and deposits received
Hith K - Bt ERAREWIRSE

Taxation payable

JEB IR

Loans from shareholders

IR it 2 B

Deferred tax liabilities

REHIREEE

(13,763,139)
(30,739,645)
(176,993,428)

(63,941,002)

(13,763,139)
(30,739,645)
(176,993,428)

(63,941,002)

Minority interests
DR R

Interests in the associate at the date it became a subsidiary

REE AR A BRR BBz #Ea

408,984,639

(150,253,386)

(226,037,136)

Net assets acquired

EWBEERE

32,694,117

Excess of acquirer’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over cost

of business combination

WEARBRKBEARTSHEE  BEMIKABEATE

ZRESHBERB A HRAZBE

(11,900,206)

Consideration

KB

20,793,911

408,984,639
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39. X% & 6t (&)

(a)

FRERARAR (&)

Satisfied by:
XA
Total cash paid
EN2FRE
Less: Repayment of loans due to minority interests
on behalf of the subsidiary acquired

B RERAAWFBEIE A REER DB REEE K

(a)

39. BUSINESS COMBINATION (continued)

Honnex Development Limited (continued)

72,000,000

(51,206,089)

Cash paid for acquisition of additional equity interests

WEEIMNIAERE N ZRE

20,793,911

Net cash outflow arising on acquisition:
H W B EE £ 2 B2 R

Cash consideration paid

ENREKE 72,000,000

Cash and cash equivalents in a subsidiary acquired

RAKRBIHBARZRERBEESEEY (462,971)
71,537,029

WBEARBBBARTSHEE  BERKIA
BEAFEZESBBERGFRA B

TREREBREBLBBRRES ZITE

IEC Investments Limited

RZZEZRAFALANEB  AEBBERIEC
Investments LimitedZ A% # £ 37. 85%i" jJD:.:
60% ' ZARERAAEEZ KFAZESE
AT ° |IEC Investments Limited A ZZEZT A F
NANBE=ZEZRAF+-_A=+—H8HH
ARNEEB B A2,7838 Tt kFE K
2,839,199 T ° MBI R =T A F —
A—B%E4E - AIRSERAEE 2 WA K
F#5 9 Bl 35,473,390/ Jt & 146,668,373
BIL - BEARERSE  WIELARBERM
WEEEER _STZRFE—A—BxKkm#
AIERZAEERARESEES  TEER
ETERI R R %4 -

The excess of acquirer’s interest in the net fair value
of acquiree’s identified assets, liabilities and contingent
liabilities over cost of business combination is
attributable to the discount on the acquisition of the
minority stake in Honnex.

IEC Investments Limited

On 9th September, 2005, the Group increased its
shareholdings in IEC Investments Limited from 37.85%
to 60%, which was formerly a jointly controlled entity
of the Group. IEC Investments Limited contributed
revenue of HK$2,783 and net loss of HK$2,839,199
to the Group for the period from 9th September, 2005
to 31st December, 2005. If the acquisition had
occurred on 1st January, 2005, the Group's revenue
and profit for the year would have been
HK$35,473,390 and HK$146,668,373 respectively. The
proforma information is for illustrative purpose only
and is not necessarily an indication of revenue and
results of operations of the Group that actually would
have been achieved had acquisition been completed
on 1st January, 2005, nor is it intended to be a
projection of future results.
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BREZZAE L _H=14—HILEE For the year ended 31st December, 2006
39. X% &6 (&) 39. BUSINESS COMBINATION (continued)
(b) IEC Investments Limited (&) (b) IEC Investments Limited (continued)
kB EERBENT : The assets and liabilities acquired are as follows:
Acquiree’s
Fair value carrying amount
RAEE WWEBA ZREE
HK$ HK$
BT BT
Available-for-sale financial assets
AHEENBEE 313,028,719 313,028,719
Trade and other receivables and deposits paid
mERHEMERAREMES 2,736 2,736
Cash and cash equivalents
ReRkRBEEZEEYD 16,266 16,266
Other payables, accrued expenses and deposits received
Hih e Bt BERREWERS (15,087) (15,087)

Loans from shareholders

R E (313,027,219) (313,027,219)
5,415 5,415

Minority interests

DB R 8,599

Interests in the jointly controlled entity at the date its became a subsidiary

RERZEESERAKANBARE B 2R 8,136

Net assets acquired

g & & #1E 22,150

Goodwill on acquisition

U i 2 g & 1,037,788

Consideration

KB 1,059,938

. -
SRENEAE

Annual Report 2006



1722 YU MIN‘G INVESTMENTS LIMITED o " _"-‘."ah- ),
7 84 B e LA | _

B 3R M EE Notes to the Financial Statements

{l

BREZZAE L _H=14—HILEE For the year ended 31st December, 2006
39. X% &6 (&) 39. BUSINESS COMBINATION (continued)
(b) IEC Investments Limited (&) (b) IEC Investments Limited (continued)
HK$
BT

Satisfied by:
XA

Total cash paid

EN2FRE 70,395,467

Less: Repayment of loans due to minority interests

on behalf of the subsidiary acquired

W RRFAWBINERREER D BRREBEEER (69,335,529)
Cash paid for acquisition of additional equity interests
WHEREINAERENZRE 1,059,938
Net cash outflow arising on acquisition :
H W B EE £ 2 B2 R
Cash consideration paid
ENREKE 70,395,467
Cash and cash equivalents in a subsidiary acquired
RAKRBIHBARZRERBEESEEY (16,266)

70,379,201

REBEE-ZEEF+-_A=+—HLHF There were no acquisitions in the year ended 31st
EXEKIEEE - December, 2006.
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Five Year Financial Summary

Year ended 31st December,

BE+t-A=+—HLEE

2002 2003 2004 2005 2006
—TE-F —TE=F —TTMEF —ETRHF —EERE
HK$ HK$ HK$ HK$ HKS$
BT BT BT BT ET
Results:
XE:
Profit/(loss) attributable
to equity holders
of the Company
RARARERE A
FEME s A (1) 18,379,605 143,401,200 39,377,902 144,661,745 (155,693,187)
As at 31st December,
R+=BA=+—~H
2002 2003 2004 2005 2006
—TE-F —TE=F —TTMEF —ETRHF —EERE
HK$ HK$ HK$ HK$ HKS$
BT BT BT BT ET
Assets and liabilities:
BEEREE:
Current assets 350,524,442 536,628,076 190,230,695 54,829,341 297,894,805
B A E
Total assets 643,113,833 808,951,310 809,103,071 1,806,720,712 2,103,552,669
EE®E
Current liabilities 19,641,279 107,724,723 47,578,233 49,189,066 87,400,044
B A &
Total liabilities 19,641,279 107,724,723 47,578,233 753,984,097 1,178,836,025
BEEE
Equity
= 623,471,023 701,226,587 761,524,838 1,052,736,615 924,716,644
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Properties held by the Group

Name/location

LV L

Various shop units on Ground,

1¢t, 2" and 3 floors of portion B,

Argyle Centre, Phase I,

No. 688 Nathan Road,

No. 65 Argyle Street,

Mongkok, Kowloon.

TLEERE A

o 2B 6885%

o2& Z AT 6555

REAR L —HBiBREEH T « — 12 -
—ER=EZERNHE

Shops A and B on Ground Floor

of Po Wing Building

Nos. 61, 63, 65, 67, 71 & 73

Lee Garden Road and

Nos. 108, 110, 112, 116, 118 & 120
Percival Street, 1st and 2nd Floor of

Po Wing Building No. 69 Lee Garden Road
and No. 114 Percival Street and

Flat No. S on 12th Floor & Flat Roof of

Po Wing Building No. 69

Lee Garden Road, Hong Kong.

HEMNE LB

61636567 71%73%

KOEAT=E 47108~ 110+ 112+ 116

118 % 12012 B KM T AKBRE 4 E N7
M E I E695E FOR AT = B 11458 B ok K18

ME K218« RFIEILBITT12IESHE M ER A

Shops 1, 2, 3 and 4 on 2" Floor,
and Shops on 3™ Floor of Ginza Plaza,
No. 2A Sai Yeung Choi Street South,

Kowloon.

JLEE

PR SR 2A5%

IRIWEZ2IET - 2 - 3RAF A
N 3E R

Type

BE

Commercial
premises

[ERakZES

Commercial
premises

[EhakZES

Commercial
premises

[ERakZES

Attributable interest

of the Group
ARE
FEAG =

61.22%

61.22%

61.22%

61.22%

61.22%

61.22%

Tenure

B

Long-term

£ &

Long-term

£ &

Medium-term

Gk
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29 Queen’s Road Central, Hong Kong

Tel : 2804 6188 Fax : 2804 6197
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