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OVERVIEW

During 2007, we reshuffled our portfolio of investments by
disposing of our interests in Hong Kong investment properties
and AsiaWorld-Expo. We acquired rights’ to subscribe for a
36.39% fully diluted equity interest in J. Bridge Corporation, an
investment company listed on the Tokyo Stock Exchange, which
holds 57.1% interests in Rotol Singapore Limited, a construction
material company listed on the Stock Exchange of Singapore.
We have also invested in listed securities and derivatives with
exposure to listed securities.

The vibrant market in 2007 enabled the Company to issue
338,000,000 new shares for cash at HK$0.66 per share in July
2007. In an unexpected subsequent market correction, the
Company repurchased 160,000,000 shares at HK$0.48 per share
in November 2007, improving its net asset value per share.

MANAGEMENT DISCUSSION AND ANALYSIS

Although we sold our interests in investment properties
and AsiaWorld-Expo, completion of the sale only took place in
December and September respectively. Therefore, our income
in 2007 still included a substantial amount from investment
properties and AsiaWorld-Expo, in addition to listed securities,
bonds and interest income.

Net income (after financing costs and minority interests) from
our interests in AsiaWorld-Expo amounted to HK$15.64 million,
mainly derived from accrued preference dividends, and to a lesser
extent management fee.

The retail property market remained tepid in 2007. Net
income (after financing costs and minority interests) attributable
to the Group amounted to HK$15.09 million. timeplus in
Causeway Bay had its first full year contribution in 2007, with
intensive promotions to maintain its occupancy. Argyle Centre
remained full occupancy while Ginza Plaza was fully let after
remarketing in the second half of 2007.

Investment in securities and bonds reported a good profit of
HK$87.56 million.

As at 31st December, 2007, our portfolio comprises mainly
cash, listed securities, options, derivatives and some unlisted
investment.

T Exercisable into 60 million shares, for an option premium of ¥299
million (approximately HK$21 million), with an exercise price range
of ¥45-85 per share, subject to market price fluctuation. Subscription
money ranges between ¥2.7-5.1 billion.
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AsiaWorld-Expo

On 21st June, 2007, the Company entered into a conditional
sale and purchase agreement for the disposal of its interests
in AsiaWorld-Expo for HK$180 million. On 3rd August, 2007,
shareholders approved the transaction. The transaction was
completed on 14th September, 2007 and a gain on disposal of
HK$16.21 million was recorded.

Investment Properties

On 3rd July, 2007, the Group entered into a conditional sale
and purchase agreement for the disposal of our 61.22% interests
in Honnex Development Limited, the holding company of the
Group's investment properties for HK$372 million. On 9th August,
2007, shareholders approved the transaction. The transaction was
completed on 31st December, 2007, with a HK$36.49 million
gain.

Equity Securities and Bonds

The Group has built up a portfolio of financial asset
investment amounting to HK$337.44 million as at 31st
December, 2007, which includes listed securities and derivatives
with exposure to listed securities. Our investment in listed
securities reported a good profit in 2007. As our exposure to
listed securities through derivative products is contingent upon
outcome of certain events, our ultimate amount of investment
in listed securities may be more than that stated in the financial
statements.

The Group divested all of its investment in high yield bonds
during 2007, reporting a good profit.

Grand China Air Company Limited (“Grand China Air"”)

As at the date of the financial statements, Grand China
Air still has not registered us as its shareholder, and has not
provided us with any information on its shareholding or financial
statements. Therefore our investment in Grand China Air
remained unrecognised in our financial statements. Continuous
efforts in salvaging our investment bore fruit on 15th April,
2008 as a third party independent of the Group entered into
an agreement with the Group to buy our investment in Grand
China Air for a consideration of HK$110 million (the “Disposal
Agreement”). The Group received a HK$30 million non-refundable
deposit in cash from the buyer on 15th April, 2008, with the
balance of HK$80 million payable upon completion within 5
months. Pending completion, our solicitor acts as a stakeholder
of our title documents in the investment certificates in Grand
China Air. As the Disposal Agreement was entered into after 31st
March, 2008, the date of approval of the financial statements of
the Company for the year ended 31st December, 2007, the effect
of the sale of Grand China Air was not accounted for in the
financial statements.
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Oriental Cashmere Limited

Our investment in Oriental Cashmere Limited remains fully
impaired as its level of receivables stayed at a cautiously high
level, and unaudited result remains disappointing for the year
ended 2007.

DIVIDENDS AND PROPOSED BONUS WARRANT ISSUE

The Directors propose to preserve cash for investment
activities and do not recommend any dividend for the year ended
31st December 2007. To reward our shareholders, the Directors
have resolved to propose an issue of bonus warrants on the basis
of one warrant for every five shares held by shareholders of the
Company whose names appear on the register of members on
23rd May, 2008 (“Bonus Warrants Issue”).

CLOSURE OF REGISTER

The register of members of the Company will be closed from
19th May, 2008 to 23rd May, 2008, both dates inclusive, in
order to determine entitlements to the Bonus Warrants Issue. No
transfer of Shares may be registered during this period.

Shareholders are reminded that in order to qualify for
the Bonus Warrants Issue, they must ensure that all transfers
accompanied by the relevant share certificates are lodged with
the Company's share registrar, Tricor Secretaries Limited, 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong for registration not later than 4:00 p.m. on Friday, 16th
May, 2008.
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PROSPECTS

Volatility is the theme of the market in 2008. The major
correction in the global equities market in the first quarter of
2008 is expected to have an adverse impact to our profits in
2008. As at March 2008, value of most of our investment in
securities is below that as at 31st December, 2007. If the equities
market stays at the same level, or falls further, we expect the
Group’s investment in equities and derivatives to incur significant
losses in the first half of 2008. Due to the high volatility expected
in the coming months which provides a prospect of recovery,
no provision was made to equities and derivatives to reflect the
market condition subsequent to 31st December, 2007. Moreover,
as the Group is cash rich and debt free, we are able to absorb
shocks or even take advantage of the volatile market.

Our strategic investment in listed companies J. Bridge
Corporation and indirect interests in Rotol Singapore Limited
offer significant potential in strategic acquisition in Asia. We
are working closely with the management of both companies in
formulating their growth strategy.

As we started to invest in listed securities denominated in
currencies other than HK$ and US$ in 2007, we expect to benefit
from a weakening US$ and HK$ in 2008.

The prospect of salvaging our investment in Grand China Air
is encouraging with the receipt of a non-refundable deposit from
the buyer. However, we will remain vigilant until completion takes
place in the next 5 months. Although the sale price of HK$110
million is significantly below our original investment cost of
approximately HK$190 million, we believe it is a good alternative
for the Group given the cost, time and uncertainty of pursuing
legal course of action, as well as the opportunity the Group can
take with the cash proceeds from the sale.

FINANCIAL POSITION

The Group has no debt as at 31st December, 2007, compared
to over HK$1 billion as at 31st December, 2006. After the
disposal of its interests in investment properties and AsiaWorld-
Expo, the Group has bank balances and cash of HK$652.17
million and financial asset investments amounted to HK$337.44
million as at 31st December, 2007.
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Foreign exchange exposure

As at 31st December, 2007, the Group held securities and
derivative denominated in currencies other than HK$ for an
equivalent amount of HK$158.81 million. 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.

The Group at present does not have any contracts to hedge
against its foreign exchange risks. Should the Group consider its
exposure and fluctuation in foreign currency justify hedging, the
Group may use forward or hedging contracts to reduce the risks.

Guarantee

During 2007, the Company has given a guarantee to a bank
to secure the outstanding indebtedness due by its properties
holding company which was included in the accounts of the
discontinued operation, for an amount attributable to the Group’s
equity interests in that subsidiary. The guarantee was released on
31st December, 2007, following the completion of the disposal
of our interests in investment properties. Accordingly, the amount
of guarantee provided by the Company in respect of the property
holding company to this bank as at 31st December, 2007 was nil
(31st December, 2006: the outstanding indebtedness due by the
property holding company to the bank under the guarantee of
the Company amounted to approximately HK$714 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 US$20 million (31st
December, 2006: US$15 million). There was no outstanding
indebtedness as at 31st December, 2007 (31st December, 2006:
approximately €0.8 million).

STAFF COSTS

The Group’s total staff costs (including directors’ emoluments)
for the year under review amounted to approximately HK$4.35
million (2006: approximately HK$0.91 million).

Fung Wing Cheung, Tony
Chairman

Hong Kong, 17th April, 2008
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The Directors submit their report together with the audited
financial statements for the year ended 31st December, 2007.

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,
2007 are set out in the consolidated income statement on pages
37 to 38 of the financial statements.

The Board of Directors of the Company (the “Board”)
has resolved not to declare a dividend for the year ended 31st
December, 2007 (2006: Nil), but proposed an issue of bonus
warrants on the basis of one warrant for every five shares held
by the shareholders of the Company whose names appear on the
Register of Members on 23rd May, 2008.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of
changes in equity and note 33 to the financial statements
respectively.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31st December,
2007, calculated under Section 79B of the Hong Kong Companies
Ordinance, amounted to HK$259.32 million (2006: Nil).

SHARE CAPITAL
Details of the movements in share capital of the Company are
shown in note 32 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 148.

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

Fung Wing Cheung, Tony

Lee Wa Lun, Warren

Lee Seng Hui

Lo King Yau, Edwin  (appointed on 30th November, 2007)
Arthur George Dew  (appointed on 30th November, 2007)
Fung Yiu Fai, Peter

Lee Yip Wah, Peter

So Shu Fai, Ambrose

Chow Yu Chun, Alexander

Albert Ho

Wong Tai Chun, Mark (appointed on 30th November, 2007)
(Alternate Director to Arthur George Dew)

V-Nee Yeh (appointed on 1st March, 2007 and
resigned on 21st June, 2007)
Kin Chan (appointed on 21st June, 2007 and

resigned on 18th January, 2008)
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DIRECTORS (continued)

In accordance with Article 101 of the Company’s Articles
of Association, Messrs. Fung Wing Cheung, Tony, Lee Wa Lun,
Warren, Lee Seng Hui and Lee Yip Wah, Peter will retire by
rotation at the forthcoming annual general meeting (“"AGM"). Mr.
Fung Wing Cheung, Tony, notified the Company that he would
not seek for re-election at the AGM. The other retiring Directors,
being eligible, offer themselves for re-election at the AGM.

In accordance with Article 92 of the Company’s Articles of
Association, Messrs. Lo King Yau, Edwin and Arthur George Dew
will retire and, being eligible, offer themselves for re-election at
the AGM.

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

Lee Wa Lun, Warren, aged 44, became a Director of
the Group in 2004 and is a director of Yu Ming Investment
Management Limied (“YMIM"). From December 2006 to
May 2007, Mr. Lee was the chief executive officer of Nam Tai
Electronics, Inc., an electronics manufacturing services provider
listed on the New York Stock Exchange. From March 2004 to
February 2006, he was an independent non-executive director
of Nam Tai Electronic and Electrical Products Limited (“NTEEP”),
and from February 2006 to April 2007, he was re-designated as
a non-executive director. From January 2007 to April 2007, he
was also a non-executive director of J.I.C. Technology Company
Limited (“JIC"). Both of NTEEP and JIC are listed on the main
board of the Stock Exchange of Hong Kong and subsidiaries of
Nam Tai Electronics, Inc.. 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.

LR
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Executive Directors (continued)

Lee Seng Hui, aged 39, joined the Group in 1996. Mr. Lee
graduated from the Law School of the University of Sydney with
Honours. Previously he worked with Baker & McKenzie and
NM Rothschild & Sons (Hong Kong) Limited. He is an executive
director and the chief executive of Allied Group Limited (“AGL"),
a substantial shareholder of the Company, whose interest in
shares of the Company is disclosed in the section of “Directors’
interests and short position in shares, underlying shares and
debenture of the Company and associated corporations”. He is
also a non-executive director and the chairman of Tian An China
Investments Company Limited (“Tian An”). Mr. Lee is also a non-
executive director of Tanami Gold NL, the shares of which are
listed on the Australian Stock Exchange.

Lo King Yau, Edwin, aged 47, a chartered company
secretary and holder of a Master's Degree in Applied Finance
from Macquarie University, Australia, was appointed an Executive
Director of the Company in November 2007. He had served
various executive roles in several companies in Hong Kong
including as company secretary for public listed companies. He is
currently an executive director and company secretary of AGL, a
substantial shareholder of the Company, and an executive director
of Tian An.

Non-Executive Directors

Fung Wing Cheung, Tony, aged 56, joined the Group
since its inception in 1990 and is Chairman of the Company.
Mr. Fung is also chairman of 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, a 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”.
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Non-Executive Directors (continued)

Arthur George Dew, aged 66, was appointed a Non-
Executive Director of the Company in November 2007. He
graduated from the Law School of the University of Sydney,
Australia, and was admitted as a solicitor and later as a barrister
of the Supreme Court of New South Wales, Australia. He is
currently a non-practising barrister. He has a broad range of
corporate and business experience and has served as a director,
and in some instances chairman of the board of directors, of a
number of public companies listed in Australia, Hong Kong and
elsewhere. He is a non-executive director and the chairman of
AGL, a substantial shareholder of the Company, Allied Properties
(H.K.) Limited (“Allied Properties”) and Quality HealthCare Asia
Limited.

Fung Yiu Fai, Peter, aged 61, joined the Group since
its inception in 1990 and is a Non-Executive Director of the
Company. 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.

Lee Yip Wah, Peter, aged 66, joined the Group in 1998.
Mr. Lee is a practising solicitor in Hong Kong. He is also an
Independent Non-Executive Director of a number of listed
companies including China Merchants Holdings (International)
Company Limited and Sinotrans Shipping Limited, and a non-
executive director of Shenzhen Investment Limited (a listed public
company in Hong Kong). He is also the Secretary of the Company.

Wong Tai Chun, Mark, aged 43, is an Alternate Director
to Mr. Arthur George Dew. He is the finance director of Quality
HealthCare Asia Limited, a listed public company in Hong Kong
and the director of investment of AGL. Mr. Wong had been the
financial controller of other listed companies in Hong Kong.
Mr. Wong has a Master's Degree in Business Administration
and is a fellow of both the Hong Kong Institute of Certified
Public Accountants and the Association of Chartered Certified
Accountants and a Chartered Secretary.
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BIOGRAPHICAL DETAILS OF DIRECTORS (continued)
Independent Non-Executive Directors

So Shu Fai, Ambrose, aged 57, 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 11th National Committee of the Chinese People’s
Political Consultative Conference and a director of University of
Hong Kong Foundation for Education Development and Research.

Chow Yu Chun, Alexander, aged 61, 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 Toys Limited.

Albert Ho, aged 50, 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
is director (Fung Wing Cheung, Tony and Fung Yiu Fai, Peter
ceased to be shareholders and Fung Yiu Fai, Peter resigned as
a director during the year) and Lee Wa Lun, Warren is director,
received from the Group management fee of HK$13,343,473
and performance fee of HK$12,207,829 in connection with a
management agreement signed between the Group and YMIM.

During the year ended 31st December, 2007, dividend
and interest income of HK$30,546,333 and HK$1,215,188
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.

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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Name of Directors

BE=nE

Name of company

NEEBE

Fung Wing Cheung, Tony Friendex Limited
K REBRAR

Fung Yiu Fai, Peter Friendex Limited

RS REBRATR

RS K ST A O B 1B St A o B BMega Top
Investment Limited275% K% 25% 25 * Z ARl #EE K
CHRRARZA5%ER  #ENEBT ARKES
—EZERG AEERERRES _ER=F -
WES—ENMEFBATLEAHD LT M
AR/ -RUEZ _ER=ENUIZEIFRABEA
BUEEEK -

EZeRR AKEERNBUREEMERE
X5 BHASENMERERBIELRKE - 18
MESFCKBETEERARARESENRE  AEAE
BH) & ENSITE

=L

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year ended 31st December, 2007, 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 of Hong Kong:

Nature of
Nature of interest competing business
ERME HEEBUE
Shareholder Property
AR5 HhE
Director and shareholder Property
EERRE HhE

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.

The Board was of the view that the Group was 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, acted in the best interests of
the Group.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS
(continued)

During the year and up to the date of this report, Messrs. Lee
Seng Hui, Lo King Yau, Edwin, and Arthur George Dew, Directors
of the Company (not being Independent Non-Executive Directors),
are considered to have interests in the following competing
businesses pursuant to the Listing Rules:

Mr. Lee Seng Hui is one of the trustees of Lee and Lee Trust
which is a deemed substantial shareholder of each of AGL,
Allied Properties, Sun Hung Kai & Co. Limited and Lippo Limited
(“Lippo”) which, through their subsidiaries, are partly engaged in
the business of property investment in Hong Kong. He ceased to
be a deemed substantial shareholder of Lippo on 25th January,
2007,

Mr. Lee Seng Hui is a director of Allied Kajima Limited which,
through certain of its subsidiaries, is partly engaged in the
business of property rental.

Mr. Arthur George Dew and Mr. Lo King Yau, Edwin, are
directors of AGL which, through a subsidiary, is partly engaged in
the business of property investment in Hong Kong;

Mr. Arthur George Dew is a director of Allied Properties
which, through certain of its subsidiaries, is partly engaged in the
business of property investment in Hong Kong. He was appointed
as a director of Allied Properties on 1st January, 2007.

As the Board is independent from the boards of the
abovementioned companies, the Group is capable of carrying on
its businesses independently of, and at arm’s length from, the
businesses of such companies.

On 3rd July, 2007, a subsidiary of the Company entered into
a conditional sale and purchase agreement for the disposal of the
retail properties business. The transaction was completed on 31st
December, 2007. Accordingly, after then, the above transactions
will not be regarded to compete with the principal businesses of
the Company.
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CONNECTED TRANSACTIONS

Significant related party transactions entered by the Group
during the year ended 31st December, 2007, which constitute
connected transactions under the Listing Rules, is disclosed in
notes 21, 32 and 38 to the financial statements.

During the year, the above mentioned connected transactions
are in compliance with the relevant requirement under 14A of the
Listing Rules.

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

As at 31st December, 2007, 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 Securities and Futures
Ordinance (the “SFO")) which were notified to the Company and
the Stock Exchange of Hong Kong 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
of Hong Kong 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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(a) RERBIRM R

Personal

Name of directors Capacity interests

g4 L) B A

Fung Wing Cheung, Tony Interest of children 3,328,000
BKEE under 18
18FATFRZ R

Lee Seng Hui Interest in controlled -
TR corporation
RN AR R

Fung Yiu Fai, Peter Beneficial owner 6,500,000
EEE BEuAAA

Lee Yip Wah, Peter Beneficial owner 1,550,000
FEE BEuAAA

Albert Ho Beneficial owner 1,000,000
iRk B=BEA

Chan Kin Interest in controlled -
FRbE corporation
RN AR R

KtiE1 - Megaland Development Limited ([ Megaland |)
¥£5164,926,258/% i% 15 - Megaland 7k B3 Oyster
Unit TrustZ {= 5t AOyster Services Limited® &
% - F it Oyster Services Limited %18 5% &
164,926,258 f& 7 2 #E % -

Oyster Unit TrustZ {5 5587 & B 3EMegaland 2 & #5
B2 {TRE A © Oyster Unit TrustZ & 25 A BHSBC
International Trustee Limited * E {55t AR XK
The Alyssa Js 1 Trustz Zm ABBELHE (2
#EOyster Unit TrustZ Bz 4z ) © The Alyssa Js 1
TrustZ a AR (AR B1E) BKEI18HmA T 2 F
# o

A It - B ok #1518 & 5 164,926,258 A% 19 2
s MEISHEU T Z TR ARE E 2 HHE
ZEBRMHZEEE SR -

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

RAEE
% of total
issued shares
Family Corporate Other as at 31st
interests interests interests Total December, 2007
R-ZBZLHF
+=ZA=+-H
HERT
RBEE
SEER EEER Hiti s B BA
- - 164,926,258 168,254,258 9.00%
(Note 1)
(Hizx1)

- 504,371,800 - 504,371,800 26.98%

(Note 2)

(#1522

- - - 6,500,000 0.35%
- - - 1,550,000 0.08%
- - - 1,000,000 0.05%
- 154,900,000 - 154,900,000 8.29%

(Note 3)

(H1523)

Note 1: Megaland Development Limited (“Megaland”) hold
164,926,258 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 164,926,258 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 164,926,258 shares in which his children under 18 have
ultimate beneficial interest under the above arrangement.

Annual Report 2007
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K173 : ASM Hudson River Fund ([River Fund|) & Master
Fund® B # A AN AR 222,122,000 & 1 &
132,778,0000% f% 17 + 1M % % HASME IE - ASM
BMASMHZ B A » i R E % BASMH,244.45%
Mo Bt i@ - ASMHRASM 48 A% A
%% MRiver Fund & Master Fundi B 2 IS -

REEN -_ZTNEF-A+N\BEEARAES -

(b) RAAEEEBE R 7 RS

=L

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 (continued)

Note 2: Lee Seng Hui is one of the trustees of Lee and Lee Trust (“LLT")
which owns 42.6% interests in AGL which holds 504,371,800
shares of the Company through its wholly-owned subsidiaries.
Accordingly, Lee Seng Hui and LLT are deemed to have an
interest in its shares in which AGL is interested.

Note 3: ASM Hudson River Fund (the “River Fund”) and the Master
Fund which hold 22,122,000 shares and 132,778,000 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.

Mr. Chan resigned as Director of the Company on 18th
January, 2008.

(b) Interests in shares of associated corporations

Numbers of Shares

RO#E
Name of Personal Family Corporate Other
Name of director corporations Capacity interests interests interests interests Total
fBA Ed ] EE Hith
EEpE EEER g4 B i B 35 el
Fung Wing Cheung, Honnex Development Beneficial 100,000 - - - 100,000
Tony Limited owner (10.20%) - - - (10.20%)
oK RRERBRAF ERkAA
Long Vocation Beneficial 5 - - - 5
Investments Limited owner (5.55%) (5.55%)
ERkAA

BEEEEN RBEE_ZTTLF+-A
=T -BLEFEAZEMER  ARF - HHEAQF
FEBERAMBEITLERNLY  SARAZEFTH
TETRABAHERBARRR S EMBBER Z k)
FEHFMEE -

Save as disclosed above, at no time during the year ended
31st December, 2007 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.

BREXHEEEN ARBDREERTETHRA
BYERARAZEMBBEE (EERIEHFLMEK
DI +Raftn) 2Bt  HEAROAEFHEEEX
e MBEBLRRERES RBAEFRGIF352(-HE
BlEEZECMA  KARE LT ARRMAEHIFESTRIZA
HMEARRR RBRHZ AR MR

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 of Hong Kong
pursuant to the Model Code contained in the Listing Rules.
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RZBEZLEF+-_A=+—H BREXQRKE
HREERAEXVEEIBKRMEMBECFERE
BEMARBELMALEMBET U TALTHRA (R
tRABEEERESME 2 ESIN) HEARRDET
BARBEARNAD 2HHIA L2 RO #E :

Name of shareholders Notes
BRREE Mzt
Allied Group Limited ("AGL") 1
BMAEEEARAR ( [BMAKE])

Lee and Lee Trust (“LLT") 2
Poly (Hong Kong) Investments Limited (“Poly”) 3
RF (F8) REEBRRF ( [RH] )

HSBC International Trustee Limited 4

ASM Asia Recovery (Master) Fund (the “Master Fund 5

Argyle Street Management Limited ("ASM") 5

Argyle Street Management Holdings Limited (“ASMH") 5

Sparkling Summer Limited (“Sparkling Summer") 6
Classic Fortune Limited (“Classic Fortune”) 6
COL Capital Limited (“COL") 6
FEBRERERAR ( [FEERL] )

China Spirit Limited (“China Spirit") 6
Vigor Online Offshore Limited (“Vigor Online”) 6
Chong Sok Un 6

M (FEF : HRR)

SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2007, 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:

% of total

issued shares

As at

No. of 31st December,

Capacity shares 2007

HYESL

HEBRTRG R-2Z2tH

51 R#B#E +=A=+-8H

Interest of controlled corporation 504,371,800 26.98%
RN B R

Interest of controlled corporation 504,371,800 26.98%
RN E R

Interest of controlled corporation 109,150,000 5.84%
RN B R

Trustee 177,026,258 9.47%
EFEA

Beneficial Owner 132,778,000 7.10%
EnMAA

Interest of controlled corporation 154,900,000 8.29%
REHIDE R

Interest of controlled corporation 154,900,000 8.29%
RN E R

Beneficial owner 102,060,000 5.46%
EnMAA

Interest of controlled corporation 102,060,000 5.46%
RN E R

Interest of controlled corporation 102,060,000 5.46%
ERHA AN

Interest of controlled corporation 102,060,000 5.46%
R DB R

Interest of controlled corporation 102,060,000 5.46%
R DB R

Interest of controlled corporation 102,542,000 5.49%
R DB R
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

1. AGL holds 504,371,800 shares through its wholly-owned
subsidiaries.

2. Mr. Lee Seng Hui (Director of the Company), Ms. Lee Su Hwei and
Mr. Lee Seng Huang are trustees of the LLT, being a discretionary
trust. They together owned 42.6% interest in AGL and are
therefore deemed to have an interest in the said shares in which
AGL is interested.

3. 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.

4. Out of these 177,026,258 shares, 164,926,258 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”.

5. ASM Hudson River Fund (the “River Fund”) and the Master Fund
which hold 22,122,000 shares and 132,778,000 shares of the
Company respectively, are managed by ASM. ASM is wholly
owned by ASMH and Chan Kin (Director of the Company as at
31st December, 2007) 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.

6. Sparkling Summer is a wholly-owned subsidiary of Classic
Fortune. Classic Fortune is wholly owned by COL which in turn is
owned 38.56% by Vigor Online. Vigor Online is a wholly-owned
subsidiary of China Spirit which in turn is wholly-owned by Chong
Sok Un. Accordingly, Chong Sok Un, China Spirit, Vigor Online
and Classic Fortune are deemed to have an interest in the shares
in which Sparkling Summer is interested.

The 102,542,000 shares represent the aggregate of (i) the
102,060,000 shares held by Sparkling Summer and (ii) the
482,000 shares held by Billstyle Investments Limited, which is
wholly-owned by Chong Sok Un.

Save as disclosed above, as at 31st December, 2007, 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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MANAGEMENT AGREEMENT

Under the management agreement (“Existing Investment
Management Agreement”) approved by shareholders on 27th
March, 1997 and dated 5th March, 1997 between the Company
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 was 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 were not 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 remained
unchanged. Pursuant to the Supplemental Agreement, YMIM
would not be entitled to the incentive fee if the Group reported
an accumulated loss during the term of the Supplemental
Agreement at the time of the incentive fee computation.
Therefore, the incentive fee was 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, exceeded
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 would 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, 2006 and 2007,
no incentive fee was charged by YMIM.

Subsequent to the period ended 30th June, 2007, while
the Company was negotiating a new investment management
agreement (“New Investment Agreement”) with YMIM, the
Company entered into interim period agreements (“Interim Period
Agreements”) with YMIM relating to the appointment of YMIM
as the Company’s investment manager for an interim period
commencing on the expiry of the Supplemental Agreement,
effectively from 1st April, 2007 to 4th August, 2007. The terms of
the Interim Period Agreements are substantially the same as those
contained in the Existing Investment Management Agreement and
Supplemental Agreement, except that the incentive fee was no
longer payable to YMIM during that interim period.
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MANAGEMENT AGREEMENT (continued)

On 22nd June, 2007, the New Investment Management
Agreement was entered into by the Company and YMIM, which
was approved by shareholders of the Company on 3rd August,
2007. Under the New Investment Management Agreement,
YMIM agreed to assist the Board of Directors of the Company
with the day-to-day management of the Group from (i) the earlier
of 1st October, 2007; or (ii) the date immediately following the
day on which the New Investment Management Agreement was
approved by shareholders to 31st December, 2009. YMIM will
be entitled to a management fee equal to 1.5% per annum of
the consolidated net asset value of the Group attributable to the
equity holders of the Company, calculated and payable in arrears
on a quarterly basis by reference to the arithmetical average of
the consolidated net asset value of the Group attributable to the
equity holders of the Company on the last day of each calendar
month during each quarter; and a performance fee equal to 20%
of the amount by which the audited consolidated net asset value
of the Group attributable to the equity holders of the Company
of each year ended 31st December, exceeds (i) if a performance
fee has been paid during the management period, the audited
consolidated net asset value of the Group attributable to the
equity holders of the Company as at the end of the latest
financial year in which YMIM was entitled to a performance
fee; or (ii) if no performance fee has been paid during the
management period, the consolidated net asset value of the
Group attributable to the equity holders of the Company on
effective date of the New Investment Management Agreement.

For the year ended 31st December, 2007, YMIM received and
receivable from the Group management fee of HK$13,343,473
and performance fee of HK$12,207,829.

This transaction constitutes a continuing connected
transaction and is required to be disclosed in accordance with
Chapter 14A of Listing Rules.

The Company’s Independent Non-Executive Directors
considered that the New Investment Management Agreement
is in the best interests of the Company and was entered into
on normal commercial terms, in the ordinary course of business
of the Company and that the rate of the management fee and
performance fee is fair and reasonable so far as the shareholders
of the Company are concerned.

A letter pursuant to Rule 14A.38 of the Listing Rules has been
issued to the Board by the auditors of the Company.

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.
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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 two Independent Non-Executive Directors, namely
Messrs. Chow Yu Chun, Alexander and Albert Ho and one Non-
Executive Director, namely Mr. Arthur George Dew.

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, 2007.

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 two Independent Non-Executive Directors, namely,
Mr. Chow Yu Chun, Alexander and Mr. Albert Ho and one Non-
Executive Director, Mr. Arthur George Dew.

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, 2007.
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PURCHASE, SALE OR REDEMPTION OF LISTED SHARES

During the year, the Company entered into an agreement in
September 2007 for the off-market repurchase of 160,000,000
issued shares of the Company from the Company’s shareholders,
ASM Asia Recovery (Master) Fund and ASM Hudson River Fund.
The off-market repurchase was completed in November 2007,
at an aggregate consideration of HK$76.8 million in cash,
representing HK$0.48 per share.

Save as disclosed above, neither the Company nor any of
its subsidiaries has purchased, sold or redeemed 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, 2007 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 AGM of the Company.

By order of the Board
Lee Yip Wah, Peter
Secretary

Hong Kong, 31st March, 2008
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CORPORATE GOVERNANCE REPORT

The Company recognises that good corporate governance
standards maintained throughout the Group serve an effective
risk management tool 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 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 except the following:

a. the Chairman of the Board shall attend the annual
general meeting of the Company. Due to other business
commitment, Mr. Fung Wing Cheung, Tony, the Chairman
of the Board, was unable to attend the annual general
meeting of the Company held on 23rd May, 2007. This
constitutes a deviation from the code provision E.1.2 of
the Code of CGP. However, other arrangements including
the attendance of members of different board committees
had been in place to ensure the general meeting was in
order.

b. only three board meetings were held during 2007 (details
were provided in the “Board of Directors” section below).

c. the terms of reference of the remuneration committee
provides the discharge of certain specific duties by the
remuneration committee. No remuneration committee
meeting was held during the financial year of 2007.
The remuneration committee of the Company had held
its meeting in March 2008 to discuss and approve the
remuneration of Executive Director(s) and director’s fee of
all members of the Board.
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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.

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, 4 Non-
Executive Directors and 3 Independent Non-Executive Directors
and 1 Alternate Director:

Executive Directors

Mr. Lee Wa Lun, Warren (Managing Director)

Mr. Lee Seng Hui

Mr. Lo King Yau, Edwin (appointed on 30th November, 2007)

Non-Executive Directors

Mr. Fung Wing Cheung, Tony (Chairman)

Mr. Arthur George Dew (appointed on 30th November, 2007)

Mr. Fung Yiu Fai, Peter

Mr. Lee Yip Wah, Peter

Mr. Wong Tai Chun, Mark, Alternate Director to Mr. Arthur
George Dew (appointed on 30th November, 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 approximately 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 bring 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 except that only three board meetings have
been held during 2007. This constitutes a deviation from the
code provision A.1.1 (a) of the Code of CGP. The Group usually
holds annually at least four board meetings, two audit committee
meetings and one remuneration meeting. Board meetings are
held approximately quarterly. Three regular board meetings were
held within the first three quarters of 2007. A board meeting, an
audit committee meeting and a remuneration committee were
originally scheduled to be held in the fourth quarter. However,
due to change in and re-designation of directorships completed
and announced on 30th November, 2007, those meetings could
not fit in the tight schedules of most of the Directors. Therefore,
those meetings had to be re-scheduled to first quarter of 2008.
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EERE (F) CORPORATE MANAGEMENT (continued)
i. EE®(E) i. Board of Directors (continued)
—EEtFrHEFeeRAESHLEX Attendance of Individual Directors at regular board meetings
in 2007:

Number of meetings
BRRH 3

Executive Directors
HITES
Lee Wa Lun, Warren (Managing Director)
Ty (BEFRLTE) 2/3 67%
Lee Seng Hui
FKIE 3/3 100%
Lo King Yau, Edwin (appointed on 30th November, 2007)
BEm (R _EZELE+—A=1TRHZE) - -
Non-Executive Directors
FHITES
Fung Wing Cheung, Tony (Chairman)
K (L E) 1/3 33%
Fung Yiu Fai, Peter
5 1R 3/3 100%
Arthur George Dew (appointed on 30th November, 2007)
REE(RZEZELF+—A=THZE) - -
Lee Yip Wah, Peter
FTHEE 2/3 67%
Independent Non-Executive Directors
BYEHTES
So Shu Fai, Ambrose
w1 0/3 0%
Chow Yu Chun, Alexander
AT & 2/3 67%
Albert Ho
AT R AR 2/3 67%

Average attendance rate

T R 63%

ExeflefBRMEESRELE V148 2BA At least 14 days' notice of a regular board meeting is given
EREEAReLEeR MABEEHAEREENE to all Directors to provide them with an opportunity to attend
HREAMAFE BEFTEXHERERAMEDIIRE and all Directors are given an opportunity to include matters in
REF UBRRESHARHRBEHXHERAERE the agenda for a regular meeting. Board papers are despatched
TE Fo 10 2 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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(b) EERERES

ARBZIFATES (BREBUFNTESR)E
RERY-F2REEAY HARIER-NE
ERRBFAGL  ER=02 - ABZESH (K
HEABYF =k =2RBBOBKE O =02— ABUE
WERE EBREFAEIE=FREI—R-

EFQVERIUREEES -REARFZA
BERAR ESARTHRERZEEMA
THAEZEE NWEBEZRIENMEETSHE - 1
AERENEER BEFTFCEBRRREBRAZE
B BNREARRRZEEER -

FA EREBLER_ZZLF=-F -—HEZ
ERARABZINTER - FSREXAER_ZT
tERNA-HESHRER/ARFNTES -

TEELFERAS TR BABRSERED
REELEBZREIRARRERTESE  ACOREA
IHIEIE - FER - BFE - [AIRA - BEEHHE
MEZSER LEZERIUE HERRBREERN
“EENE-ATN\BBEARBFRTESEZ
BT -

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-to-day 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.

During the year, Mr. Yeh V-Nee was appointed as a
Non-Executive Director of the Company on 1st March, 2007.
Mr. Fung Yiu Fai, Peter was re-designated as a Non-Executive
Director of the Company on 1st June, 2007.

On 21st June, 2007, Mr. Yeh V-Nee resigned and Mr.
Chan Kin was appointed as Non-Executive Director of the
Company which was considered and approved in a board
meeting at which Messrs. Fung Yiu Fai, Peter, Lee Wa Lun,
Warren, Chow Yu Chun, Alexander, Albert Ho and Yeh V-Nee
were present. Subsequently, Mr. Chan Kin resigned as Non-
Executive Director of the Company on 18th January, 2008.
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CORPORATE MANAGEMENT (continued)

i. Board of Directors (continued)
(b) Appointment and re-election of directors (continued)

On 30th November, 2007, a written resolution of all

Directors was passed to approve the following: (a) the
appointment of Mr. Lo King Yau, Edwin as an Executive
Director of the Company; (b) Mr. Arthur George Dew as a
Non-Executive Director of the Company; (c) Mr. Wong Tai
Chun, Mark as an Alternate Director to Mr. Arthur George
Dew; (d) re-designation of Mr. Fung Wing Cheung, Tony
as a Non-Executive Director of the Company; and (e) re-
designation of Mr. Lee Seng Hui as an executive director of
the Company.

ii. Executive Committee

The Executive Committee is established by the Board,
comprising Messrs. Lee Wa Lun, Warren, Lee Seng Hui and Lo
King Yau, Edwin, 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.

iii. Audit Committee

The Audit Committee comprises one non-executive director,
namely, Mr. Arthur George Dew 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 include but are 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.
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Number of meetings

EE P8

Chow Yu Chun, Alexander (Chairman)
BF®E(£E)

Lee Seng Hui*

ESDE

Albert Ho

AT HR AR

Arthur George Dew*

/D

Average attendance rate

FH

* CETLFT-ASTA - FRMELERENKEE
GEBEEARREAGKA -

Annual Report 2007
2R B EE B

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

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

e Reviewing the 2006 annual results and 2007 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 2006 annual financial statements and 2007 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 2007 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

The Audit Committee met 2 times in 2007. 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 2007:

2
2/2 100%
2/2 100%
2/2 100%

100%

*  Mr. Lee Seng Hui resigned and Mr. Arthur George Dew was
appointed as member of audit committee on 30th November,
2007.
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CORPORATE MANAGEMENT (continued)
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 two Independent Non-Executive Directors, namely,
Mr. Chow Yu Chun, Alexander and Mr. Albert Ho and one Non-
Executive Director, Mr. Arthur George Dew. 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 than those set out in the Code
on CGP. The said terms of reference is available at the registered
office of the Company on request.

No remuneration committee meeting was held during the
financial year of 2007. The remuneration committee of the
Company had held its meeting in March 2008 to discuss and
approve remuneration of Executive Director(s) and director’s fee
of all members of the Board.

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.
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Services rendered

RENR®

Grant Thornton
— Audit services
HE@FtRiTT
- ZE RS

M Square CPA Limited
— Audit services
EMEEEIITER A A
- RERH

£ 3383
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T -
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ZRERFEGH - BUEFZEEN —UZBENELE

REEERHE -

AUDITORS’ REMUNERATION

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

Fees paid/payable
B ENER

HK$
JE

350,000

58,900

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 2006 and Interim Report 2007 were sent to
all shareholders and published on the website of the Company as
well as the Stock Exchange of Hong Kong.

The Company held an annual general meeting in 2007. At the
annual general meeting convened on 23rd May, 2007, separate
resolutions were proposed for each issue. Due to other business
commitment, the Chairman of the Board, was unable to attend
the annual general meeting. A member of Audit Committee and
Remuneration Committee was available to answer questions at
the annual general meeting. A Director 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.

The Company held a number of extraordinary general
meetings in 2007 for approval of connected transactions, the
chairman of the meeting had explained the procedure for demand
and conduct a poll at these extraordinary general meetings. A
member of the independent board committee had be available to
answer questions at these general meetings.
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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 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.

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.

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.

&
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INTERNAL CONTROLS (continued)

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.

For the year under review, the Board had conducted a review
of the effectiveness of the system of internal control of the
Company and its subsidiaries, including financial, operational and
compliance controls and risk management functions.

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.

DIRECTORS’ RESPONSIBILITY IN PREPARING THE
FINANCIAL STATEMENTS

The Board acknowledges 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 35 to 36.
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Member of Grant Thornton International Ltd

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 37 to 147,
which comprise the consolidated and company balance sheets as
at 31st December, 2007, 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, 2007 and of the Group’s
profit 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

31st March, 2008
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For the year ended 31st December, 2007 #Z=-TZT+4+-A=+—8

2007 2006
—BELHF ZEZN
Notes HK$ HK$
Hfat BT BT
Continuing operations:
ERE R
Revenue
KA 5 44,466,407 95,242,294
Other net income
HiW AR5 6 87,137,758 16,794,959
Administrative and other operating expenses
THRREMKSEER (36,708,673) (33,378,370)
Operating profit
BERF 94,895,492 78,658,883
Derecognition of available-for-sale financial assets and other receivable
A S B RS A 2 I EL A FEGR 2 BUB HERR 8 - (190,190,000)
Gain on disposal of a subsidiary and a jointly controlled entity
HE—RNB AR R —FELREEEE AR Z K 39.2 16,206,190 -
Finance costs
BATE AN 9 (8,754,668) (5,416,588)
Share of results of associates
paRi=t—UNCIE S - (11,920,177)
Share of results of a jointly controlled entity
DIE—FHEEREENREE 1,750,778 4,458,157
Profit/(loss) before income tax
FEBATER, (BR) 10 104,097,792 (124,409,725)
Income tax (expense)/credit
Fr8 8 (FIs) A 11 (1,210,216) 195,000
Profit/(loss) for the year from continuing operations
RHEBEEEB 2 AFZEH,/ (Ei8) 102,887,576 (124,214,725)
Discontinued operations:
EARIREEL
Net result for the year from discontinued operations
ERIERERG 2 NFRFERE 12 61,128,927 8,619,007
Profit/(loss) for the year
REEBF(FHE) 164,016,503 (115,595,718)
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*"’ For the year ended 31st December, 2007 HE-ZTT+F+=-A=+—8

2007 2006
—EELF —EER
Notes HK$ HK$
Htat BT BT
Attributable to:
5B
— Equity holders of the Company
- AATIRERFEA 13 145,203,865 (155,693,187)
— Minority interests
- DB R 18,812,638 40,097,469
Profit/(loss) for the year
FEEBF(FHE) 164,016,503 (115,595,718)
Earnings/(loss) per share for profit/(loss) attributable to
the equity holders of the Company (HK cents)
EEARARARERE R (FE) 28REF(FB) GBW) 15
- Basic
- BEX
For profit/(loss) for the year
AEEHEN, (FE) 7.96 (9.21)
For profit/(loss) from continuing operations
FEREEBRAN, (BB 5.13 (9.52)
- Diluted
-89 N/A N/A
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2007 2006
—EZLHF ZEETR
Notes HK$ HK$
k=3 BT BT
ASSETS AND LIABILITIES
BEREE
Non-current assets
ERBEE
Investment properties
REMHE 18 - 1,340,000,000
Interests in associates
R A R R 20 = =
Interests in a jointly controlled entity
R—FREREZEEE E QAR 21 - 1,438,648
Available-for-sale financial assets
A ERKEE 22 54,703,460 464,219,216
Goodwill
EES 23 - =

54,703,460 1,805,657,864

Current assets

REBEE

Trade and other receivables and deposits paid

ma R EMRKGRRENES 24 1,037,143 101,133,077
Available-for-sale financial assets

A EMBEE 22 780 663,000
Loan to minority interests

D ERR RS A 25 - 25,600,000
Financial assets at fair value through profit or loss

BRATEIR R RREIE 2 B EE 26 286,635,293 17,082,000
Other restricted deposit paid

Hp R G2 BfFiEe 27 24,013,552 =
Pledged bank fixed deposits

{EEARIRTTE TR 28 - 10,537,895
Cash and cash equivalents

RERBEESEEYD 28 652,174,260 142,878,833

963,861,028 297,894,805

Current liabilities

RBEE

Other payables, accrued expenses and deposits received

HMEAR - B ERAREWRS 29 21,682,911 26,081,851
Financial liabilities at fair value through profit or loss

RATEYRREREREE  MEAE 30 3,900,000 -
Borrowings

fBE 31 - 38,322,174
Taxation payable

FERARIA 1,210,216 22,996,019

26,793,127 87,400,044

Net current assets
REBEEFE 937,067,901 210,494,761

Total assets less current liabilities
EEABERABERS 991,771,361 2,016,152,625
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2007 2006
—BELHF —ETRX
Notes HK$ HK$
Hfat BT BT
Non-current liabilities
FREBEME
Borrowings
BE 31 - 887,971,818
Loans from minority interests
DR R E R 25 - 120,172,611
Rental deposits received
BB & - 14,791,198
Deferred tax liabilities
REFIEEE 35 - 68,500,354
- 1,091,435,981
Net assets
EEFE 991,771,361 924,716,644
EQUITY
IRA R xR
Equity attributable to the equity holders of the Company
AR B RERFE ARG REER
Share capital
A& 32 186,917,199 169,117,199
Reserves
& 33 804,854,162 563,213,846
991,771,361 732,331,045
Minority interests
DR RER - 192,385,599
Total equity
RAERBE 991,771,361 924,716,644
Net asset value per share attributable to the equity holders
of the Company
ARBREFEARLEREEFE 34 0.53 0.43
Fung Wing Cheung, Tony Lee Wa Lun, Warren
K FER
Chairman Managing Director
e EFprE
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As at 31st December, 2007 WZZT+F+-A=+—H

2007 2006
—EELHF ZETRF
Notes HK$ HK$
Hat B BT
ASSETS AND LIABILITIES
EERER
Non-current assets
FEREBEE
Investments in subsidiaries
RSB AR 19 1,400,028 2,470,906
Interests in a jointly controlled entity
Rk REESEARER 21 - 40,000
1,400,028 2,510,906
Current assets
RENEE
Amounts due from subsidiaries
FEU Y A R RIE 19 781,037,557 317,240,634
Other receivables
H {th FE K - 1,887,856
Cash and cash equivalents
ReRReEEY 28 445,914,393 93,405,675
1,226,951,950 412,534,165
Current liabilities
REAE
Other payables, accrued expenses and deposits received
Hih A - BErERREWIRSE 29 21,682,911 963,085
Amounts due to subsidiaries
=G E 19 247,656,556 9,808,031
269,339,467 10,771,116
Net current assets
REEEFE 957,612,483 401,763,049
Total assets less current liabilities
EEHABERRBAERS 959,012,511 404,273,955
EQUITY
Rz
Share capital
[E%N 32 186,917,199 169,117,199
Reserves
k] 33 772,095,312 235,156,756
Total equity
BAERAE 959,012,511 404,273,955
Fung Wing Cheung, Tony Lee Wa Lun, Warren
BKE 0
Chairman Managing Director
E i rir
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY % & # % ) %

For the year ended 31st December, 2007 HE=-ZT+H+-A=+—A8

Minority
interests Total
Equity attributable to equity holders of the Company DY
KA RRERE ARERAER BB ]
Capital Capital  Investment Proposed
Share Share  redemption contribution  revaluation final Retained
capital premium reserve reserve reserve dividend earnings Total
&% &% RE
BE  RHEE BE®EE  SARE  EMRE  BRKRE  REEF ag
HKS HK$ HK$ HKS HK$ HK$ HKS HK$ HK$ HK$

AT BT AT AT BT AT AT AT AT AT

At 1st January, 2006
“ERRE-A-BE& 169,117,199 311,582,062 4,031,600 366,772 14904808 33823440 366,622,604 900448485 152,288,130 1,052,736,615

Fair value gain on available-
for-sale financial assets
A HERBEEL
DT ERR - - - - 736927 =

1,326,927

7,326,927

Net income recognised directly
in equity
RRAERERERL
WAFE = = = = 7,326,927 = = 1,326,927 - 7,326,927

Loss for the year
rEEEE = = = = = - (155,693,187) (155,693,187) 40,097,469  (115,595,718)

Total recognised income and

expense for the year
AEFRREAMAR

gt = = = - 7,326,927 - (155,693,187) (148,366,260) 40,097,469 (108,268,791)
Realisation of revaluation surplus

of available-for-sale financial

assets on disposal
REERERMRNE

HBAE B = = - - (232950 =
Impairment loss written-off to

the income statement
RERRHH 2 FER - - - - 16,401,802 =
2005 final dividend paid (note 14)
“ZERRFRIRRERE (HE14) - - - - - (33823440 - (33823440 - (33823440

(2,329,542)

(2,329542)

16,401,802

16,401,802

At 31t December, 2006
~EEAE

-/

TZA=+-R#& 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
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For the year ended 31st December, 2007 #EZE=-ZTTt4F+=-F=+—8
Minority
interests Total
Equity attributable to equity holders of the Company %)
RAARERE ARERTES BRER ag
Capital Capital  Investment Proposed
Share Share  redemption contribution  revaluation final Retained
capital premium reserve reserve reserve dividend earnings Total
g% % RE
BRA  ROEE - EERE AARE  EfiRE  BRRE  REEF &g
HK$ HK$ HK$ HKS HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT BT AT BT BT
At 1st January, 2007
ZETLF-A-BHE 169,117,199 311,582,062 4,031,600 366,772 36,303,995 - 210929417 732,331,045 192,385,599 924,716,644
Fair value gain on available-
for-sale financial assets
MR ERBEE L
ATHEYE - - - - 4,904,860 - - 4,904,860 - 4,904,860
Net income recognised directly
in equity
RRARREZRRL
LONC - - - - 4,904,860 - - 4,904,860 - 4,904,860
Profit for the year
TEEEF - - - - - - 1452030865 145,203,865  183812,638 164,016,503
Total recognised income and
expense for the year
TERERAMAREZ 48 - - - - 4,904,860 - 145,203,865 150,108,725 18,812,638 168,921,363
Realisation of revaluation surplus
of available-for-sale financial
assets on disposal
WLERERTRINE
HBEE BftRH - - - - (2875547) - - (28,755477) - (28,755477)
Disposal of subsidiaries
HERBAR - - - - - - - - (211,198237) (211,198,237)
Proceeds from shares issued
ERIRG 2 FEHE 33,800,000 189,280,000 - - - - - 223,080,000 - 223,080,000
Shares issuance expenses
B ETTHRX - (8116411) - - - - - (8116411) - (8116411)
Repurchase of shares
ki EE (16,000,000) - 16,000,000 - - - (76,876,521) (76,876,521) - (76,876,521)
At 31t December, 2007
“F5tE
+-RA=1—HEE 186,917,199  492,745,651*  20,031,600* 366,772*  12,453,378* - 279,256,761* 991,771,361 - 991,771,361
& 4 PR 42 55804,854,1628 L (ZEBEE N F - & The aggregate amount of these balances of HK$804,854,162 (2006:

563,213,846/8T0) EN R A BERBRZHE - HK$563,213,846) represents the reserves in the consolidated balance

sheet.
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For the year ended 31st December, 2007 HE=-ZT+H+-A=+—A8

2007 2006
—EEtLHF ZETRF
Notes HK$ HK$
Hiit BT BT
Cash flows from operating activities,
including discontinued operations
REXEB RS RE (BEECRLESEER)
Profit/(loss) before income tax
FriEBianaf, (&i8) 170,153,858 (113,096,709)
Adjustments for:
BTHIIEE B
Interest income from available-for-sale financial assets
A EMBEE S WA 5 (287,354) (3,267,645)
Interest income from bank deposits
RITERZHFBHEA 5 (12,105,437) (3,214,463)
Interest income on accrued dividend income
FEFTRR B 2 F B A 5 (1,215,188) (2,268,949)
Dividend income
g B A 5 (30,915,009) (86,462,629)
Derecognition of available-for-sale financial assets and other receivable
A 6 B RS A B K A R MR R IR 2 BUE R R 8 - 190,190,000
Gain on disposal/redemption of available-for-sale financial assets
HE B R Al E A E 2 s 6 (30,946,458) (7,122,477)
Fair value loss/(gain) on investment properties
REYEZ ATEEBR (M) 12 86,000 (1,679,625)
Impairment of available-for-sale financial assets
AR EMBEE 2 10 - 16,401,802
Reversal of impairment of available-for-sale financial assets
ElE Al HEM B EE 2 6 (5,000,000) -
Fair value gain on financial assets at fair value through profit or loss
BRAFEIEREEB=ERBECUBEEZ N EKS 6 (50,291,628) (9,213,750)
Impairment of interests in associates
N RN e 10 - 6,092
Interest on bank and other borrowings
RITREMEEZF S 9 43,552,159 37,108,152
Fair value loss on financial instruments of interest rate swap contracts
M TEARMERBEO A TEERE 9 - 847,456
Gain on disposal of a subsidiary and a jointly controlled entity
HE—RMBAR R —MAERZEESE QR Z KR 39.2 (16,206,190) -
Gain on disposal of a subsidiary
& — R B A 72 W 39.1 (36,489,913) -
Share of results of associates
DIEME N R EE - 11,920,177
Share of results of a jointly controlled entity
DEHRRAERSERRER (1,750,778) (4,458,157)
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For the year ended 31st December, 2007 #Z=-ZZ+4+=-F=1+—H ':_":" e
2007 2006
TEELF ZZETRF
HK$ HK$
BT BT
Operating profit before working capital changes
R EEESEB AL L ET 28,584,062 25,689,275
Decrease/(increase) in trade and other receivables and deposits paid
KR EMERRIERB MRS 2R (Em) 39,728,726 (706,812)
Increase in other payables, accrued expenses and deposits received
Hib AR - BAERREWIZE 215N 7,150,398 13,931,631
Change in financial assets at fair value through profit or loss
RATFEINEREEEERE WK EEZ D (215,361,665) -
Cash (used in)/generated from operations
e (ER) EE2B® (139,898,479) 38,914,094
Interest received from available-for-sale financial assets
AHHENBEEZERFE 287,354 5,428,045
Bank interest received
BEHIRITHE 12,105,437 3,001,733
Interest income received on accrued dividends
FEET AL B 2 B WA B A 943,657 -
Dividend received
2 4% B 945,077 1,280,563
Interest on bank and other borrowings paid
ENRITREMEEZFE (43,552,159) (36,650,717)
Income taxes refund/(paid)
Bg/(BR)FER 2,696,212 (4,714,123)
Net cash (used in)/generated from operating activities,
including discontinued operations
KEEGER) EEZREFE DRERELEED (166,472,901) 7,259,595
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2007 2006
—EEtEHF —EER
Notes HK$ HK$
Hfat BT BT
Cash flows from investing activities,
including discontinued operations
REXEBZRERE (BECRLEREER)
Purchase of available-for-sale financial assets
BATHLENBEE (16,381,105) (26,158,068)
Proceeds from disposal of available-for-sale financial assets
& R4t E MR E 2 TS BUR 80,713,746 92,617,428
Realisation of available-for-sale financial assets
BRAIHEENBEE 6 5,000,000 -
Purchase of investment properties
BAREME (7,330,640) (286,727,820)
Proceeds from disposal of subsidiaries and a jointly controlled entity
HEMBLAR R —MARZEESE QR ZRFHRIA 39.2 158,908,380 -
Proceeds from disposal of a sub5|d|ary
& — R B AR 2 FiskIA 39.1 368,189,763 -
Decrease in pledged bank f|xed deposits
BRI E PFFRD 10,537,895 6,275,136
Net cash generated from/(used in) investing activities,
including discontinued operations
RETBDEE, (KR 2R FHE (BEERILEEER) 599,638,039 (213,993,324)
Cash flows from financing activities,
including discontinued operations
METHZ2RERE(BRECKRLEREER)
Dividends paid to the Company’s equity holders
ENARRRERSEARS - (33,823,440)
Loan from bank and other borrowings
RITER R E M ERZ PSR - 440,743,242
Repayment of loan from bank and other borrowings
ERRITERREAMERK (61,993,131) -
Proceeds from issuance of shares
BITIRD 2 FT1SRIE 223,080,000 -
Shares issuance expenses
BTN 2 B 2 (8,116,411) -
Repurchase of shares
EAEI gh) (76,800,000) -
Shares repurchase expenses
BB M1 2 B2 (76,521) -
Advances to minority interests
R B D BURR - (25,600,000)
Repayment of loans from minority interests
EEVOERRAIRME 2 TR 36,352 (37,219,045)
Net cash generated from financing activities,
including discontinued operations
METHELE RS FR(BEERIEREER) 76,130,289 344,100,757
Net increase in cash and cash equivalents
ReRASEEWENTFE 509,295,427 137,367,028
Cash and cash equivalents at 1st January
R—A—BZRERASZEY 142,878,833 5,511,805
Cash and cash equivalents at 31st December
R+ZA=+—HZRERBEEZEY 652,174,260 142,878,833
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For the year ended 31st December, 2007 #E-ZTTtF+-A=+—HILFE

—REHR

SHICEARAR ([RARQFL) HREB LMK
URMRZERAR - ANA R M ER 2
I AFBEFETITE138RM A ES NE19E
1901BE - MEETELEEWH BB - XAQAFIR
MRBEBBMERSMARAR (TBRFT]) £ o

ARBREMBRR (GBEAIAEER]) 28
EBBREREN LT RIFLTES

FIVEFI4TEZHBBRERDBERBESFAA
e ([BRSMAE]) BMH 2 BBV KBRS AR
(BB REERN]) (HAREMAERZE
BBV BRELEL  BEGHENRREZR
B)RBEBEQAAMGHZAERE - HRERITE
BEEABMARSMARARER EMMRA ([ EH
MAD ZEAHEERT -

BHE_ZEA+FT_A=+—HILEFEZHBR
RELBHEETEN T/ \F=A=T—HBH#tE-

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 Room
1901B, 19th Floor, Allied Kajima Building, 138 Gloucester
Road, Wanchai, Hong Kong and, its principal place of
business is 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.

The financial statements on pages 37 to 147 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 (the “Listing
Rules”).

The financial statements for the year ended 31st December,
2007 were approved for issue by the Board of Directors on
31st March, 2008.
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For the year ended 31st December, 2007 BEZ=ZZT+F+-_A=+—HIEFE

RAMTRNEBI Z2ERYBREER

2.1

R-ZZEZTLE—-F—BE AEECSHKAM
ER-_ZEZELF A BERERREAR
SEAE I BRI B BMIEmE LR -

RME ST REET BB RS LY
I WS HAD T RARE Y B BE LR

FEMTA: KERBFBGHEIE 1R (E
AR MBHRERZEY  BAREMAED
BIMREWMT :

BEREFEREIR (BTR) MBEHRERRZ2
3 BEARE

RRERBGHERNE 1R (BRIA) MBRE
225 BARE  ARBRNZHBHRS
REBEAEEBR BRKEFIELERS -
A REEGF RN E R 2 NBEEHE
ZERE - 2 RKMEL -

EEMBRELNEIESHIE B
EEMBEREENFE/IRESRTE : BEY
—ETLF A BRZERBZHRED
R HIE - FER BRI ERELRTRES
SEHERFENHEEMT A : 27 REEHMH
ZHWBERAT YEHAAEERE-_TT+F
BAMKHRERTPHEA -FAABESRMIAY
BE (BEMELERE BELEEH Uk
MEMTEZHE - LHE  AARZHBR
RREMALTHEES :

s HREMSN BUSALXEBESILE
BMTAZMSRAR: &

e FHMBESHM EUBTEREEZR
BRAENHBER

NEZREERAMS - AT BRRAEE
MRS ERETRY BEBEMATBARS
CFRAREEABRER ZHE-

SRl
LB

2.

ADOPTION OF NEW OR AMENDED HKFRSs

2.1

From 1st January, 2007, the Group has adopted all the
new and amended HKFRSs which are first effective on
1st January, 2007 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. However, as a result
of the adoption of HKFRS 7 Financial Instruments:
Disclosures and HKAS 1 (Amendment) Presentation of
Financial Statements: Capital Disclosures, there have
been some additional disclosures provided as follows:

HKAS 1 (Amendment) Presentation of Financial
Statements: Capital Disclosures

In accordance with HKAS 1 (Amendment) Presentation
of Financial Statements: Capital Disclosures, the
Company now reports on its capital management
objectives, policies and procedures in each financial
report. The new disclosures that become necessary due
to this change in HKAS 1 can be found in Note 41.
HKFRS 7 Financial Instruments: Disclosures

HKFRS 7 Financial Instruments: Disclosures is
mandatory for reporting periods beginning on 1st
January, 2007 or later. The new Standard replaces and
amends disclosure requirements previously set out
in HKAS 32 Financial Instruments: Presentation and
Disclosures and has been adopted by the Group in its
2007 consolidated financial statements. All disclosures
relating to financial instruments including all
comparative information have been updated to reflect
the new requirements. In particular, the Company’s
financial statements now feature

3 a sensitivity analysis, to explain the Group's
market risk exposure with regards to its financial
instruments, and

3 a maturity analysis that shows the remaining
contractual maturities of financial liabilities,

each as at the balance sheet date. The first-time
application of HKFRS 7, however, has not resulted in
any prior-period adjustments of cash-flows, net income
or balance sheet line items.
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For the year ended 31st December, 2007 #E-ZTTtF+-A=+—HILFE

2. BRAHTREBIT2EBUBREER (F)

2.2

AEEYERERBATEEMERRE
M2 BBMBRE L -

BRI ENF R (BIT) BERR 2230

BAGHERE23% (B3]) EERA

BERBBREERES LEA R

A (ARYEGEREZEE) SELRMERNRS
—2BENR

B (BERMERERERES) BANEREENRS-
-RBENR REZALHE

Bk (BRUERERBEES) BEANNE

-REE13%
Bk (BRUBRERERZES)
—2BE1R

FAGIEAEI19%-R
EHMEAERS &L

EEES9EP
g
Bt
0 “ERNF-A-—HIURARZFEBR
AR
? HoZEELEF=A AU RRABZFEH
AER
? H-ZENF-A B UERBZFEH
e
g “EENFEA-HINRARZFEBR
AR

RZEFABEAMBREEN T BEGHE
R 158 (1B3T) TREII A A B 2 IRk o

BB ERE1% (BR]) - MBHRRES

ZETHRERSEAZBNE2S RaER
ENERBEMPE GREEUJEEUNE—&K
BRMBERT N CERNFIAR) KAMNK B
YRR (CERUBUERE AREHE
iR & MER) 2 RARRAXIAR REAMD
REBANEXED - ZIETTEHARA
MBI REERE  ERESHES
g BEEERENGZETHARAHS
BHRERZFHATE -

ARREFBARAXENIIBAUHR
SEABTEHAKEMBERRELEERKR
MIEHE -

2.

ADOPTION OF NEW OR AMENDED HKFRSs
(continued)

2.2

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

Presentation of Financial Statements'
Borrowing Costs'

Operating Segments'

Group and Treasury Share Transactions?

HKAS 1 (Revised)

HKAS 23 (Revised)

HKFRS 8

HK(IFRIC) = Int 11

HK(IFRIC) - Int 12 HKFRS 2 - Service Concession
Arrangements?

HK(IFRIC) - Int 13 Customer Loyalty Programmes*

HKAS 19 - The Limit on Defined Benefit
Asset, Minimum Funding Requirements
and their Interaction?

HK(IFRIC) - Int 14

Note:

i Effective for annual periods beginning on or after 1st
January, 2009

2 Effective for annual periods beginning on or after 1st
March, 2007

g Effective for annual periods beginning on or after 1st
January, 2008

& Effective for annual periods beginning on or after 1st
July, 2008

Among these new HKFRSs, HKAS 1 (Revised) is
expected to be relevant to the Group's financial
statements.

HKAS 1 (Amendment) Presentation of Financial
Statements

This amendment affects the presentation of owner
changes in equity and introduces a statement of
comprehensive income. Preparers will have the option
of presenting items of income and expense and
components of other comprehensive income either
in a single statement of comprehensive income with
subtotals, or in two separate statements (a separate
income statement followed by a statement of other
comprehensive income). This amendment does not
affect the financial position or results of the Group but
will give rise to additional disclosures. Management
is currently assessing the detailed impact of this
amendment on the Group’s financial statements.

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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For the year ended 31st December, 2007 HE=-ZT+H+-A=+—ALLFE

EXRSBREE

3.1

3.2

3.3

mBEE

RENEMBERRERA 2ERGTHE
AT o R R BHAIN  ZFBRCRA
B2 FEERER -

B SRR T AR £ AR R - A
ERETHBAERABRS - iHBEER
AT BB E AR ©

BEIE RUEMBHRRERARAE A
RBR -BENEHANREEEHRTE
HRAITBAMRMRAG ML  EERER
RERRGARINZEMET - P REREEH
B et s BEIRNPBERRELEXR
BR&R R fhat < SEG R 4R -

RERBEZEE

FAVBRRBEEARALENME R AE
EBFt_A=T—RLZHB®RE -

B 8 2 ]

MBARDNAEEHEPBEREERKE
EHIERACERBHESNELR - E 4
AEBRGEN S —ERE  REA/TEK
ERNEBEERRENTERTYENEE
BEAN - -HEBARBEHEERETAREE
PREZEAASFE LHEREEHEE AL
THEFEaTHE -

3.

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 in
Note 4.

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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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.

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.

Annual Report 2007
— 2 Z LA FE R
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.4 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.

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.
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3. EASHHBEBRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

34 BMEQARREELE (F) 3.4 Associates and joint ventures (continued)
AT Uiz B K 7N R 780 7N S [ A LW B B B R SR Any excess of the cost of acquisition over the Group’s
ERNAAHAEEEERFIZEHERNEE - share of the net fair value of the identifiable assets,
BERIARBERDEZATEFE O liabilities and contingent liabilities of the associate
RAEE WEKRATRAEENZHAH or the jointly controlled entity recognised at the date
WTZ2EE EXSEEZABRETZR of acquisition is recognised as goodwill. The cost
RIEZNFEBRETE  SNEERLZ of acquisition is measured at the aggregate of the
M EEEERAR - 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.

PMERRREZEREERE U EEa The goodwill is included within the carrying amount
ERIREZ —HH - RIERER LR A& of the investment and is assessed for impairment as
EAERRMNERAEEREE QAR H part of the investment. After the application of equity
FiEEEERR R ERREINEERE - method, the Group determines whether it is necessary
NEEEH  AEBRERESEANEER to recognise an additional impairment loss on the
BFETIRBERASIAREREEERAZ Group'’s investment in its associates or jointly controlled
RELRFEM - MEBRZEDR - AIRE entities. At each balance sheet date, the Group
B E 2 R BE AR E ARIHHER determines whether there is any objective evidence
THEEE R Az Y E R E (R KEE3.10) that the investment in associate or jointly controlled
EHRMEBECEZR o 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.

REGEE  FWNASESIEZEHNEE - Any excess of the Group’s share of the net fair
BERINRBEZ AT FEBREBERL AR - value of the identifiable assets, liabilities and
HERERERE - BIEATAEBERIER contingent liabilities over the cost of acquisition, after
ERSGzHE o EREEESERA reassessment, is recognised immediately in profit or
218 e 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.4 Associates and joint ventures (continued)

3.5

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.

Foreign currency translation

The financial statements are presented in Hong Kong
Dollars (“HK$"), which is also the functional currency
of the Company.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing at
the dates of the transactions. At balance sheet date,
monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates
ruling at the balance sheet date. Foreign exchange
gains and losses 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5

3.6

Foreign currency translation (continued)

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of
the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into
Hong Kong dollars. Assets and liabilities have been
translated into Hong Kong dollars at the closing
rate at the balance sheet date. Income and expenses
have been 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.

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 is recognised when the right to receive
payment is established.
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3. EXSHBRMEE 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.6 WA (E) 3.6 Revenue recognition (continued)

BREEEHRE FEHKZE%W)\ N E R = Rental income receivable from operating leases is
ZHBRNESERNERER  EEES & recognised in profit or loss on a straight-line basis over
FHERMHAEEETE 2 ME ETZEE the periods covered by the lease term, except where an
%M\ cTEMERETEZERR LD YT alternative basis is more representative of the pattern
HerBE—3Hh IAHRES RN zE of benefits to be derived from the use of the leased
FTEAR R AUA - 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.

3.7 BEKRAE 3.7 Borrowing costs
FIBBERARELRIIESRDL - All borrowing costs are expensed as incurred.

3.8 BE 3.8 Goodwill
TXHINWENBARRAEERNEZ Set out below are the accounting policies on goodwill
BEHEOR c RIEBE AR HEEEESE arising on acquisition of a subsidiary. Accounting for
NElZREMEARNE 2 ST EEHNKN goodwill arising on acquisition of investment in an
3.4 associate or a jointly controlled entity is set out in Note

BENXBAHRAIKREEBBRAEED
HREBL 2B EE  AERIARARE
ZRFEFE EBAHRAEAEENRZ
BEBMETCEE EATAEZEEUR
BOZBRATAZATFEAETE  SNE
BEBEHZERERBIGKA -

7 E R B OB, 25T AL 1B IR - BE SR
FIREELBMN W EFEERME (M
3.10) °

FAARERKEELT 2AIBANEE AfF
RERBBEZATFFEREBBRELS
BEZ A - BN IE s R -

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,
instruments issued by the Group, plus any costs

liabilities incurred or assumed, and equity
directly attributable to the business combination.

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.8

3.9

Goodwill (continued)

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.

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.
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3. EASEHHBEBRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

3.10 EERE

3.10 Impairment of assets
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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.

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 inflows
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.




NOTES TO THE FINANCIAL STATEMENTS Hf % % % Fif =1 || L

YU MING INVESTMENTS LIMITED
BB A PR A TR

59

i T

. ﬂ-"l L4
.."';' "TAL

&

For the year ended 31st December, 2007 #E-ZTTtF+-A=+—HILFE

EXREMERRBE (B

3.10 EE R E (&)

HREBIEREZRSELEMER 2R
fEE NS ABBZREE - REER
B & A & # R = K E @5 A FE R #H
EXRASEREE (WAIEE) I EATE
HEMBEBEDZEIBEZREELEEMZ
HhBEEP I

BERABETENERBMED - EM
BEMS MAREETEENREREZME
FHHRANNE - B EFEaEE  HENE
EZREEISBHR L EEREMER
ZERTREEE ZEMEE -

MBEE

AEEGRMBAR HEARREREES
ERABENIINZHBEEE 2 S BERH
T o

REBEGEMBEERATENDE - BA
FEFABSEZHVBEE + BERREWRKA
RAHENBEE - EEBERRTWEN
BEEZBN RUSERFRELMBE
EZOB YRFAMEZEERT  REE
HERBMEHMFEZED

MEMBEERSEAKREKRAEHAIA
MAEKIEXZFTOTE 7 THER - UER
AARBZHBEENRZ S BHHER - £/
BEERVLSHRE  NEAFEFE 5
Sh - IR E W IR A FEF AEE  BIRE
ERERHMAFE -

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Impairment of assets (continued)

-

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.

Financial assets

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.
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3. EASEHHBEBRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

311 B EE (&)

3.11 Financial assets (continued)
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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.

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

3.11 Financial assets (continued)

(i)

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

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.

Subsequent to initial recognition, the financial
assets included in this category are measured at
fair value, which is determined by direct reference
to active market transactions or using a valuation
technique where no active market exists, with
changes in fair value recognised in profit or loss.
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3. EXSHBRMEE 3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

3.11 I EE (&) 3.11 Financial assets (continued)

(i) EBREHE (i) Loans and receivables
ERREWRIBERHMEEEXAEE Loans and receivables are non-derivative financial
NRZETEVBHBEE BRERT assets with fixed or determinable payments
BWENRE - ERRERFIEBEBIER that are not quoted in an active market. Loans
FAE R R B R 8 K AR Rl FE A and receivables are subsequently measured
EEE BEANALHRKE ZE at amortised cost using the effective interest
BRI REERTE UBEEBRE method, less any impairment losses. Amortised
BAHERRGKANEKRET D 2B - cost is calculated taking into account any
BEZAFEEZLSTIERKEARER - discount or premium on acquisition and includes

fees that are an integral part of the effective
interest rate and transaction cost. Any change in
their fair value is recognised in profit or loss.

(ifi) AR ER A E (iii)  Available-for-sale financial assets
AL EMBEEERERTEMBE Available-for-sale financial assets include non-
EREERALEN 2 MBEEXTE derivative financial assets that are either
&A% 5 A fa] E Ath 3R Bl 2 B 75 A EE o designated to this category or do not qualify
BN EMBEEREIRATE for inclusion in any of the other categories of
AE - EAATEEHELS ZREBERE financial assets. All financial assets within this
mHEEER (EEMEBEE (R TX2 category are subsequently measured at fair value.
BRoR) RONEW z= R BB - B=E Gain or loss arising from a change in the fair
MBEEERHER AL BEREAE value is recognised directly in equity, except for
RIEZPER 2 R M= EBEER impairment losses (see the policy below) and
Bah R - RAEBRANEETEZ foreign exchange gains and losses, until the
FEREBERPER REER - £AIE financial asset is derecognised, at which time
REZRERZ Rtz BERE the cumulative gain or loss previously recognised
BEEEE- 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. EASHHBEBRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

3.1 B EE (F)

3.11 Financial assets (continued)

(i) AR ENEEE (&)

(iii)  Available-for-sale financial assets (continued)
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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.

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.
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3.

—ERREFTAST—HIEEER

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.11 Financial assets (continued)

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

Impairment of financial assets (continued)

(b)

(©

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.

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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.12

Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance with
HKAS 34, Interim Financial Reporting, in respect of the
first six months of the financial year. At the end of the
interim period, the Group applies the same impairment
testing, recognition, and reversal criteria as it would at
the end of the financial year.

Impairment losses recognised in an interim period
in respect of goodwill, loans and receivables and
available-for-sale financial assets are not reversed in
a subsequent period. This is the case even if no loss,
or a smaller loss, would have been recognised had
the impairment been assessed only at the end of the
financial year to which the interim period relates.

Accounting for hedging activities

Derivative 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.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13

3.14

Accounting for hedging activities (continued)

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.

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.

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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14

3.15

Accounting for income taxes (continued)

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.

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.
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3. EXSHBRMEE 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
3.16 B 7 3.16 Share capital
TRR DA RER - RATDERBEETR Ordinary shares are classified as equity. Share capital
MZHEBEEE - is determined using the nominal value of shares that
have been issued.
BLBITIRMO BB 2 E MR 5 MKA T # = Any transaction costs associated with the issuing of
M (PETEMABBAE R E) - AR shares are deducted from equity (net of any related
ARG BEEBECBEEKRRER - income tax benefits) to the extent they are incremental
costs directly attributable to the equity transaction.
MBEEERAIBEARRT RN (EER) - Where any group company purchases the Company’s
Frigd zRE(BEENNBRAESH 2 ERE equity share capital (treasury shares), the consideration
BHEERAR) EARARRRERE ARLE paid, including any directly attributable incremental
=k BEEZSERMNEIEIETETA costs (net of income taxes,) is deducted from equity
1E o MZERMD ZBEENEIT  FIREBZK attributable to the Company’s equity holders until the
BNKREEREEERIXNAREBAIS shares are cancelled or reissued. Where such shares
MEE) Gt ARRRIRERE ARGER are subsequently reissued, any consideration received
(net of any directly attributable incremental transaction
costs and the related income tax effects) is included in
equity attributable to the Company’s equity holders.
3.17 & 3.17 Leases
WMAEERTE -—BLHABERTEHRA An arrangement, comprising a transaction or a series
BBAXMN -2 —RIKEMmMER B of transactions, is or contains a lease if the group
TEEXNZEEEZERN  BlZTHE (B— determines that the arrangement conveys a right to
TREGR—RIRFHEK) B—BHEENE use a specific asset or assets for an agreed period of
FEHE - ZETEDRERHE 2 AR EmIE time in return for a payment or a series of payments.
- M wmEER T AEHEZ ZEEX - 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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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.17 Leases (continued)

(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.
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3. EASEHHBEBRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

3.17 #HE (&) 3.17 Leases (continued)

(i) AMEHEEH
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(i) 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.

3.18 Pension obligations and short term employee

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.
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3. EXSHBRMEE) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
BB RHREEEREHEERA (&) 3.18 Pension obligations and short term employee

benefits (continued)

FTHIE S 45 7 Short-term employee benefits

EBEZBE 2FBEFNRET AE S BT Employee entitlements to annual leave are recognised

R ARAERBEEAE AR EEFTIEMR when they accrue to employees. A provision is made

AR mEL 2 FRIGETEEIELBE - for the estimated liability for annual leave as a result
of services rendered by employees up to the balance
sheet date.

FEREHMENARBRERNRELRBRRES Non-accumulating compensated absences such as sick

TR ° leave and maternity leave are not recognised until the
time of leave.

3.19 UK EE 3.19 Financial liabilities

REBECHMBEBEREGBE fTE£€/T The Group’s financial liabilities include borrowings,

B - DHBRRERE R HMEHR - BT derivative financial instruments, loans from minority

BERAMBUIZE R R —HBBEEAT ZHRIEA - interests, other payables, accrued expenses and
deposits received.

MHEBEDRAEESHEITYTAZAEN Financial liabilities are recognised when the Group

R - AN EMEBER X DR EREE becomes a party to the contractual provisions of the

IR AER AR © instrument. All interest related charges are recognised
as an expense in finance costs in the income
statement.

ERBET 2B EERREHE R - A financial liability is derecognised when the obligation

BIECE RIS EE - under the liability is discharged or cancelled or expires.

W ENBEABEHR —BERARKETE Where an existing financial liability is replaced by

2T —EHHBAEEDRN  BEEEE another from the same lender on substantially

R AERIBIE S - B A B B R & 2R fEER different terms, or the terms of an existing liability

HERREEERERNEE MIEEME are substantially modified, such an exchange or

Mz ZBARERERER - 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.
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3.

—RREFTAST—HIEEER

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.19

3.20

Financial liabilities (continued)

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 12 months after the balance
sheet date.

Derivative financial instruments

The Group’s derivative financial instruments that are
not designated as hedging instruments are accounted
for at fair value through profit or loss. Changes in the
fair value of the instruments are recognised in profit or
loss.

Other financial liabilities

Other financial liabilities are recognised initially at their
fair value and subsequently measured at amortised
cost, using the effective interest method.

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 a loss it incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.
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3. EASHHBEBRE (&) 3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.20 FT 3% H 89 B 5 3 4R (B

3.20 Financial guarantees issued (continued)

AL BER  BZERIAFE
EHERREE R E M BN KA ZETE K
A o fid FE B 1T 2% P2 AR B 2 B 3 AT R AR
B ZRBARBEARZBEEZAEE
BUER T T PARERR o fiaf b A UOHR 3l B M AR RZ A
B AR Z R IR TR AR B E
RENF X -

MNEERRELEBA 2 BRRE - RERF
HARBRBHAMBELRYBERZEA -
BEAN - HERTBEABARERBARECIE
W2 BERAASEREREREARE
Efet 2 REFKRABBBRE 2 FREE (A
VHHERZ BB EE (ER)) - Bl

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3. EXREMERHEE) 3.

321 BRIEREEK 3.21 Non-current assets (disposal groups) held for sale

BERBESEDIERELE  MERT
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and discontinued operations

Assets and disposal groups are classified as held
for sale if their carrying amount will be recovered
principally through a sale transaction rather than
through continuing use. This condition is regarded
as met only when the sale is highly probable and the
asset (or disposal group) is available for immediate sale
in its present condition. Assets (and disposal groups),
other than financial assets, classified as held for sale
are measured at the lower of the assets’ (disposed
groups’) last revalued amount and fair value less costs
to sell.

A discontinued operation is a component of the entity
that either has been disposed of, or is classified as held
for sale, and:

- represents a separate major line of business or
geographical area of operations

- is part of a single co-ordinated plan to dispose of
a separate major line of business or geographical
area of operations

- is a subsidiary acquired exclusively with a view to
resale.

The results from discontinued operations, including
prior year components of profit or loss, are presented
in a single amount, on the face of the income
statement, which comprises:

- the post-tax result of the discontinued operations;
and

- the post-tax gain or loss resulting from the

measurement and disposal of assets constituting
the discontinued operation.
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EAKEREZALTIE

(i)

(ii)

(iii)

(iv)

(vi)

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

3.22 Related parties

A party is considered to be related to the Group if:

(i)

(if)

(iii)

(iv)

(v)

(vi)

(vii)

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;

- has joint control over the Group;

the party is an associate;

the party is a joint-controlled entity;

the party is a member of the key management
personnel of the Group or its parent;

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

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

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.
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3.

—RREFTAST—HIEEER

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.23 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.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a

reasonable basis to that segment.

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

CRITICAL ACCOUNTING ESTIMATES AND
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:
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4. BRI A RHE (&) 4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)
41 BAESFHETRMER () 4.1 Critical accounting estimates and assumptions

(continued)

REYERZ 1G5 2 FlE

Estimate fair value of investment properties
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HeHBARESRERA RRERBZAH
A R E IR 20N B KRR N B T AR
EBR BTG ©

The best evidence of fair value 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 judgement, the

Group considers information from a variety of sources
including:

(i)

(if)

(iii)

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;

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

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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4. BRESFH AR HE (F) 4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

42 FERERS R ZREEH 4.2 Critical judgements in applying the entity’s

RERAKESHRRZBET  EEED
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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 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
Continuing operations Discontinued operations Consolidated
BEREEY BRIEEEER fe)
2007 2006 2007 2006 2007 2006
—EELHF —ETRE ZERLF —BENR ZEBLEHE —ETRE
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT

Interest income from available-

for-sale financial assets
AR EM B AR 2 M ERA 287,354 3,267,645 - = 287,354 3,267,645
Interest income from financial

assets at fair value through

profit or loss
BATFEIEREBREREZ

IS EE 2 FIBWA 29,250 117,000 - = 29,250 117,000
Interest income from bank

deposits
RITIFRZ FEBBA 12,019,606 3,126,071 85,831 88,392 12,105,437 3,214,463
Dividend income
MR EWA

— listed investments

- LA 368,676 - - = 368,676 =

— unlisted investments

- ELEmIRE 30,546,333 86,462,629 - = 30,546,333 86,462,629
Interest income on accrued

dividend income

FEUAR B 2 FIB WA 1,215,188 2,268,949 = = 1,215,188 2,268,949
Rental Income
ALWA = = 80,285,106 62,704,993 80,285,106 62,704,993

44,466,407 95,242,294 80,370,937 62,793,385 124,837,344 158,035,679
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6. Hitbur A FEzE 6. OTHER NET INCOME
Continuing operations Discontinued operations Consolidated
FEREEK ERLEREXRY )
2007 2006 2007 2006 2007 2006
ZEBLF —ETRE ZEERLF =N —BELE —ETREF
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT

Gain on disposal/redemption

of available-for-sale

financial assets
HE /BRI EMBEE

pdl € 30,946,458 7,122,477 - = 30,946,458 7,122,477
Fair value gain on financial

assets at fair value through

profit or loss
BRATEIEREERREE

I EEZ ATHEW S 50,291,628 9,213,750 - - 50,291,628 9,213,750
Reversal of impairment

of available-for-sale

financial assets

EE At EMBEE 2 FEat 5,000,000 - - - 5,000,000 =

Exchange gain

E H e 402,415 30,250 - - 402,415 30,250

Sundry income

HEMA 497,257 428,482 3,924,602 837,200 4,421,859 1,265,682
87,137,758 16,794,959 3,924,602 837,200 91,062,360 17,632,159

7. 7EEH 7. SEGMENT INFORMATION
NDEEBRNERANEB XKD EEY - Segment information is presented by way of the Group’s

business segments.

REB 7L EEBNIRBEESENTIEERSE S The Group’s operating businesses are structured and
REIREEE ANEB BBER BEIIE—IE managed separately according to the nature of their
REEKSEMN  EFMRERSZER KB REE operations and the services they provide. Each of the
tEB DB zRRKEEREFRDH - Group's business segments 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.
HRASEREEBUNINEBNECEEEREE No geographical analysis is presented as the Group’s
EEED10% MG WA - B W ER R E D revenue, operating results and assets in geographical
o segments other than Hong Kong are less than 10% of the

aggregate amount of all segments.
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7. DEBR (&) 7. SEGMENT INFORMATION (continued)
Continuing operations Discontinued operations
Securities investments Property investment Consolidated
BEREXK BRIEEEER
BERE MERE )
2007 2006 2007 2006 2007 2006
ZEBLF —ZE2TRE “ETLF —TERXR —EBtLE ZETRF
HKS$S HK$ HK$ HK$ HKS$ HK$
BT BT BT BT BT BT
Revenue
KA 44,466,407 95,242,294 80,370,937 62,793,385 124,837,344 158,035,679
Segment result
NEEE 94,895,492 78,658,883 64,363,644 43,852,036 159,259,136 122,510,919

Derecognition of available-
for-sale financial assets
A SIS E E 2 BURRER - (190,190,000) - - - (190,190,000)
Gain on disposal of a
subsidiary and a jointly
controlled entity
HE—RHRBAR KR —H
EREEESE QR 2 WE 16,206,190 - 36,489,913 - 52,696,103 -
Finance costs
BT SRAR (8,754,668) (5,416,588)  (34,797,491)  (32,539,020)  (43,552,159)  (37,955,608)
Share of results of
PAKIE |
— associates
YN - (11,920,177) - - - (11,920,177)
- a jointly controlled entity
- —HEREEEERR 1,750,778 4,458,157 - - 1,750,778 4,458,157

Profit/(loss) before income tax

FrsBanas, (&8) 104,097,792  (124,409,725) 66,056,066 11,313,016 170,153,858  (113,096,709)
Income tax (expense)/credit
Frs® (BX) /A (1,210,216) 195,000 (4,927,139) (2,694,009) (6,137,355) (2,499,009)

Profit/(loss) for the year
AEEHEHN, (BE) 102,887,576  (124,214,725) 61,128,927 8,619,007 164,016,503  (115,595,718)
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7. 2EER(E) 7. SEGMENT INFORMATION (continued)

Continuing operations
Securities investments

Discontinued operations

Property investment Consolidated

BECEER CRIEER
RERE MERE RE
2007 2006 2007 2006 2007 2006
“ZELF ZETRE “EELF TR —BELE ZTTRE
HKS$ HK$ HKS$ HK$ HKS$ HK$
BT BT BT BT BT BT
Segment assets
SEEE 1,018,564,488 757,106,752 - 1,345,007,269 1,018,564,488 2,102,114,021
Interests in associates
NN P - - - - - -
Interests in a jointly controlled
entity
R—TfREEEE AR 2 ER - 1,438,648 - - = 1,438,648
Total assets
BERE 1,018,564,488 758,545,400 - 1,345,007,269 1,018,564,488 2,103,552,669
Segment liabilities
SEER 25,582,911 310,667,727 - 776,671,925 25,582,911 1,087,339,652
Unallocated
RO 1,210,216 = - 91,496,373 1,210,216 91,496,373
Total liabilities
wam 26,793,127 310,667,727 - 868,168,298 26,793,127 1,178,836,025
Other information
Hh g xR
Capital expenditure
AR - - 7,330,640 318,206,382 7,330,640 318,206,382
Impairment of available-for-sale
financial assets
At B AE 2 Ffd - 16,401,802 - - - 16,401,802
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8. WHUEVYBEERAEMEKRR ZBUL®E 8. DERECOGNITION OF AVAILABLE-FOR-SALE
;31:,'.! FINANCIAL ASSETS AND OTHER RECEIVABLE
RZTBERNFFT_A=T—HFEAN - ~EEH During the year ended 31st December, 2006, the Group
MEMEZERBERAR ([HEMED) TV HH entered into an agreement with Grand China Air Company
(FrEMZEHRED) B (APef) rEBRE Limited (“Grand China”) (the “Grand China Agreement”)
HEBRASERENTEMEERAA GRBEA and pursuant to which, among other things, the Group
BEEMEARARF) ((REMZE] B934 2% agreed to dispose of the 34.2% equity interest in CR
- A& A190,000,0008 T - I FRIEE A Airways Limited (now known as Hong Kong Airlines Limited)
R #2770 LA ER97,850,0008 i @A A REE1T (the “CR Airways”) held by the Group at the consideration
BT EMER D ([FEMZERG]) - 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”).

RIBBATHERZHEMNS  FAEBRE()E In connection with the execution of the Grand China
BER—HDAREL562,181,818B LW Bz Agreement, the Group agreed to (i) convert a partial
A;ET}&'HXL@EEH— AEIREME1HTH62,181,818 principal amount of HK$62,181,818 of the CR Airways’
RrEmELAaRk ((BERkH]) DR Em= Class A convertible debentures into 62,181,818 ordinary
#934.22 %% # - Iﬁﬁﬁiiﬁﬁﬂ’ﬁ%%ﬁﬁﬁﬁﬁ shares of HK$1 each of CR Airways (the “Converted
BRI FREEARK17T#97,850,0000% 1 2 fin Shares”), which represented 34.22% of the equity holdings
ZERE D (DBSH B T 48 E111,151,5158 LAy in CR Airways, and to dispose of the Converted Shares
EM AL CHERDEIMREREE (AT EE to Grand China in return for 97,850,000 shares of RMB1
FDRIRE  (IRBEERERPEMERREN each of Grand China; (i) waive its remaining investments
Sk ([ELE]) /916,666,667 oA ik ([ in CR Airways’ Class A, Class C and Class D convertible
NEE]D 2BAcBREFTHNEHFMBES & debentures in the aggregate amount of HK$111,151,515
(VBSEELE2EREN AR EOERE - (the “Remaining Debentures”); (i) waive all its rights in
BT REERPEMZE 2R HOE= ([5ERER relation to the entire principal amount and accrued interest
1) o 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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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 the 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 Airway Financial Assets and the failure to recognise
the Grand China Shares, the carrying value of the CR Airway
Financial Assets in the aggregate amount of HK$190.19
million was charged to the income statement for the year
ended 31st December, 2006.

During 2007, the Group still continued to discuss with
Grand China’s representative about a resolution, and at the
same time seeking legal advice to enforce the registration.
As at 31st December, 2007 and the date of these financial
statements, no recognition of the Grand China shares is
made in the financial statements.
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9. BRI 9. FINANCE COSTS
Continuing operations Discontinued operations Consolidated
FEREEK ERLEREXRY )
2007 2006 2007 2006 2007 2006
ZEBLF —2ERE ZEERLF it N —22tF —ETREF
HKS$ HK$ HK$ HK$ HKS$ HK$
BT BT BT BT B BT

Interest on bank borrowings wholly
repayable within five years

ARRFATHEEZ

RITIEERE 8,095,717 4,214,421 34,797,491 32,539,020 42,893,208 36,753,441

Interest on other borrowings
HMEER S 658,951 354,711 = = 658,951 354,711
8,754,668 4,569,132 34,797,491 32,539,020 43,552,159 37,108,152

Fair value loss on financial
instruments of interest rate
swap contracts
BB ITARFIEABED
2N FEER - 847,456 - - - 847,456

8,754,668 5,416,588 34,797,491 32,539,020 43,552,159 37,955,608
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10. BB ANRER, (F8) 10. PROFIT/(LOSS) BEFORE INCOME TAX
Continuing operations Discontinued operations Consolidated
RFEKEEH BRIEBEXK &8
2007 2006 2007 2006 2007 2006
“EBLE ZZTRE Z2BtE ZZTRE ZBELE ZZERE
HKS HK$ HK$ HK$ HKS$ HK$
BT BT B BT BT BT

Profit/(loss) before income tax is

arrived at after charging/(crediting):
FrERaER/ (BB NG/ GrA)

TH & :
Impairment of interests in associates
N =Nl Eak i - 6,092 - = - 6,092
Impairment of available-for-sale

financial assets
A E AR 2 e - 16,401,802 - = - 16,401,802
Auditors’ remuneration
e &

- charge for the year

-FER 350,000 365,600 58,900 59,800 408,900 425,400

- under-provision for prior year

- BEEERETR 50,000 - 1,000 = 51,000 =
Employee benefit expense (including

Directors' remuneration (Note 17))

(Note 16)
EERFAX (BEESMHE (K:17))

(H&E16) 3,579,862 702,000 769,667 211,830 4,349,529 913,830
Management fee (Note 38)
ERER (H38) 13,343,473 13,306,316 - = 13,343,473 13,306,316
Performance fee (Note 38)
B4 &R (f1:138) 12,207,829 - - - 12,207,829 -
Outgoings in respect of investment

properties
RENZZ X H - = 7,972,686 6,905,476 7,972,686 6,905,476
Rental income from investment

properties less direct outgoings of

HK$7,972,686 (2006: HK$6,905,476)
BREMEZHEBA

HEREZ 7,972,686/ T

(225555 1 6,905,476/ 7T) - = (72,312,420) (55,799,517) (72,312,420) (55,799,517)
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11. FRE#HEZ (KA) 11. INCOME TAX EXPENSE/(CREDIT)
EHBNERIVAREE 2 (5 EREBUR F IR B X Hong Kong profits tax has been provided at the rate of
17.5% (=TT XE : 17.5%) HEBHE o 17.5% (2006: 17.5%) on the estimated assessable profits

for the year.

Continuing operations Discontinued operations Consolidated
FRELEER BALEEEY &E
2007 2006 2007 2006 2007 2006
“EEtE ZTERE “EELE ZTENF TE2EtE ZTERF
HKS HK$ HKS HK$ HKS HK$
BT BT BT BT BT BT
Current tax
AREEHIE
Current year
rEE 1,210,216 - 3,516,297 1,072,418 4,726,513 1,072,418
Over provision in prior years
BEFERBRR - (195,000 - - - (195,000)
1,210,216 (195,000) 3,516,297 1,072,418 4,726,513 877,418
Deferred tax (Note 35)
ERERIE (BH5E35) - - 1,410,842 1,621,591 1,410,842 1,621,591
Total income tax expense/(credit)
Frisfift /(W A) &5 1,210,216 (195,000) 4,927,139 2,694,009 6,137,355 2,499,009
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11.

Continuing operations

TTLET-ASt—BLFE

INCOME TAX EXPENSE/(CREDIT) (continued)

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

Discontinued operations

Consolidated

BESEEK BRILEEEK
2007 2006 2007 2006 2007 2006
It L R —ITAE -88tE Int & N2 It L R ZTERE
HKS$ HKS HKS HKS HKS HKS
BT BT BT BT B BT
Profit/(loss) before income tax
Frisfi s A,/ (&518) 104,097,792  (96,123,598) 66,056,066  (16,973,111) 170,153,858  (113,096,709)
Tax calculated at the applicable
rate of 17.5% (2006: 17.5%)
BEEBHE175% (ZETRF
17.5%) & ZHE 18,217,114  (16,821,630) 11,559,812 (2,970,294) 29,776,926  (19,791,924)
Tax effect of non-deductible
expenses
TAMBRZ 2 BT E 2,940,327 36,305,831 207,548 6,190,061 3,147,875 42,495,892
Tax effect of non-taxable revenue
BAERBRBAZ BT E (19,961,122)  (20,391,508) (6,812,007) (3,413,432)  (26,773,129)  (23,804,940)
Tax effect of unused tax losses
not recognised
RERZAE R B ER
LB 13,897 907,307 = 2,887,674 13,897 3,794,981
Utilisation of previously
unrecognised tax losses
BRERABR BB ER - = (28,214) = (28,214) =
Over provision in respect of
prior years
BEFEREBRT - (195,000) = = = (195,000)
Income tax expense/(credit)
B x (A) 1,210,216 (195,000) 4,927,139 2,694,009 6,137,355 2,499,009
12. BRIER K 12. DISCONTINUED OPERATIONS

RZEZTLFANAZ+—HB RRREZTEHL
HEREBEZEFC.22%BRAEZRZ —EH B A
AIEBREREARAB(ER] - R —
FLRAMRIKBEREBEZRD ZRXRHIHR_ZF
TEF+TZARKE  ARBKEMAE

372,000,000/ 7T ©

Nt

e

On 21st June, 2007, the Board of Directors of the Company
resolved to dispose of a subsidiary, Honnex Development
Limited (“Honnex"”), which the Group held 61.22% equity
interests. It initially acquired the shares of Honnex in July

1997. Upon the completion of the transaction on 31st

December, 2007, the Group received cash proceeds of

HK$372 million.
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12. BRIEEEETE (&)

ERIEEEB Y - BECEASEBEE
EHET Y FBREZERBE BRIEEEE
BZARFEFERE]  c RIEREHEZEEN
BECREEBHE - FT15KE36,489,9138 7T ©

BIAGABREREAB SN EEND KL EY
EHE T REREATSTRES MBS RN
e

12. DISCONTINUED OPERATIONS (continued)

Revenue and expenses, gains and losses relating to the
discontinued operations have been eliminated from the
Group's continuing results and are shown as a single line
item on the face of the income statement as “net result
for the year from discontinued operations”. Assets and
liabilities originally classified as held for sale had already
been sold at the balance sheet date resulting from a gain of
HK$36,489,913.

An analysis of the results and cash flows of the discontinued
operations included in the consolidated income statement
and the consolidated cash flows statement is as follows with
comparatives re-presented:

2007 2006
Z2EtE e A
Notes HK$ HK$
hist BT BT
Revenue
WA 5 80,370,937 62,793,385
Other net income
H e 8 6 3,924,602 837,200
Fair value (loss)/gain on investment properties
REWEZNTE (BE) K& (86,000) 1,679,625
Expenses
53 (54,643,386) (53,997,194)
Profit before income tax
SBT3 F 29,566,153 11,313,016
Income tax expense
FrampI 11 (4,927,139) (2,694,009)
Profit for the year from discontinued operations
BRI EER 2 NFEH A 24,639,014 8,619,007
Gain on disposal of assets held for sale for discontinued operations
HEDRIMREEBRBELEEEZEM 39.1 36,489,913 =
Net result for the year from discontinued operations
ERIMRERB 2 AFRIFHEE 15 61,128,927 8,619,007
Operating cash flows
REREME 59,319,258 46,550,249
Investing cash flows
RERERE (7,130,808)  (282,654,063)
Financing cash flows
MEHRERE (51,716,041) 236,189,694

Total cash flows
BN RE
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14.

15.
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For the year ended 31st December, 2007 #Z=

ERAREFEABGRR (FHE)

ARNRREFBEABOAFEELRES & F
145,203,8658 7L (ZZZ /N4 : [§518155,693,187
HEIT) - % A416,651,488 B T (ZEENE
16181,798,136/8 L) ERN AR 2 MR KR NG
3 o
BE AR R ER
AEBEBRENREBEE_STLFR_TT N
F+-_F=+—BItEEZKE -

RABEFSHRIREBEITAFNRRES ([AH
R EERT])  EEAE-TT N\FRAA=-T=
ARIIBRREM BT SRFERRITERE —HR
MR ATIRRBEEER03IIBILITHE  RNET
B—FANB -

SRER,(BE)

BEREXEF (BE) DREAQAREREE
A FE(R 2 %]145,203,8658 0 (ZZEZ N F : 518
155,693,1878 L) M FAE /T NEFH L BRK
1,825,308,9750% (ZZZ /<4 :1,691,171,989%)
FHHE -

HRASERSFRTEABIEEETRBR
BUBENBE_TTLEFER_TTRF+_A
S+—BLEFEZEREERAN, (BB -

13.

14.

15.

—RREFTAST—HIEEER

PROFIT/(LOSS) ATTRIBUTABLE TO EQUITY
HOLDERS OF THE COMPANY

Of the consolidated profit for the year attributable to equity
holders of the Company of HK$145,203,865 (2006: loss of
HK$155,693,187), a profit of HK$416,651,488 (2006: loss
of HK$181,798,136) has been dealt with in the financial
statements of the Company.

DIVIDENDS AND BONUS WARRANTS

The Group had not declared any dividends during the year
ended 31st December, 2007 and 2006.

The Board of Directors of the Company has resolved to
propose an issue of bonus warrants (“Bonus Warrant Issue”)
on the basis of one warrant for every five shares held by
the shareholders whose names appear on the Register of
Members on 23rd May, 2008 at a subscription price of
HK$0.33 per share with one-year term from its issuance.

EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share is based
on the profit attributable to equity holders of the Company
of HK$145,203,865 (2006: loss of HK$155,693,187)
and on the weighted average of 1,825,308,975 (2006:
1,691,171,989) ordinary shares in issue during the year.

Diluted earnings/(loss) per share for the years ended 31st
December, 2007 and 2006 were not presented as there is
no dilutive potential ordinary share during the respective
years.
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15. SREA  (E8) (&) 15. EARNINGS/(LOSS) PER SHARE (continued)

FBCEEBRERIEKEEBERERRN

The basic earnings/(loss) per share for continuing and

(BB sEmT : discontinued operations is calculated as follows:
2007 2006
ZERF ZZTNF
HK$ HK$
BT BT
Consolidated profit/(loss) for the year attributable to the equity holders
of the Company for the purpose of basic earnings/(loss) per share
FEERRARHHAARGERERRN 2 FE8F, (B1E) 145,203,865 (155,693,187)
Net result for the year from discontinued operations (Note 12)
ERIEREEB 2 RFEHRE (H5E12) 61,128,927 8,619,007
Less: Profit for the year attributable to minority interests from discontinued operations
B DRI R R D BRSNS 2 FE A (9,553,903) (3,342,451)
51,575,024 5,276,556
Profit/(loss) for the year attributable to the equity holders of the Company for
the purpose of basic earnings/(loss) per share from continuing operations
AR EARLGREFELEER 2FE
BREXREN, (BR) 2%5F,/ (EE) 93,628,841 (160,969,743)
HK cents HK cents
Ell Efll
Basic earnings/(loss) per share attributable to equity holders of the Company
for the continuing and discontinued operations
AAREEREABLGRELEEBRRERIESEXEKERELRRF, (EE) 7.96 (9.21)
Basic earnings/(loss) per share attributable to equity holders of the Company
for the continuing operations
ERBERFEARGRELLEGERERRN, (BE) 5.13 (9.52)
Basic earnings per share attributable to equity holders of the Company
for the discontinued operations
RRRERTA ABGER IR EEBERERET 2.83 0.31
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16. BEGFHAX(BRESHE) 16. EMPLOYEE BENEFIT EXPENSE (including Directors’
emoluments)

Continuing operations Discontinued operations Consolidated
BEQEEK BRIEREER RE
2007 2006 2007 2006 2007 2006
—EELHF ZTERF —EEtF —TERF —EEtHF ZTTRF
HKS$ HK$ HKS$ HK$ HK$ HK$
BT JEr V-5 AT BT BT
Basic salaries
EXFH e 1,771,637 620,000 618,134 189,000 2,389,771 809,000
Discretionary bonuses
BETEAL 1,740,725 70,000 133,000 15,830 1,873,725 85,830
Contributions to defined
contribution plans
TE RR AT 2R 67,500 12,000 18,533 7,000 86,033 19,000
3,579,862 702,000 769,667 211,830 4,349,529 913,830
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17. EEFMEEREEAEME 17. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT'S EMOLUMENTS
171 EEME-—HITESERESHTES 17.1 Directors’ emoluments — Executive Directors and
Non-Executive Directors
EfENES MM - The emoluments paid or payable to the Directors were
as follows:
Other
Fees emoluments Total
ik HipEi < a5
HK$ HK$ HK$
BT BT BT
Year ended 31st December, 2007
BE_ZT+F+-_A=+—HItFE
Executive Directors
WITES
Lee Wa Lun, Warren
TEG 1,157,500 1,771,225 2,928,725

Lee Seng Hui (Re-designated from Non-Executive Director
on 30th November, 2007)
ZRB(R-_EELF+—RA=THAFANTEETHE) 70,000 - 70,000
Lo King Yau, Edwin (Appointed on 30th November, 2007)
B (R _ZETLF+—A=+HERE) - - -

Non-Executive Directors
FEHITEE
Fung Wing Cheung, Tony (Re-designated from

Executive Director on 30th November, 2007)
BKFE (R _BELF+T—A=THAATEFHE) 20,000 - 20,000
Fung Yiu Fai, Peter (Re-designated from Executive Director

on 1st June, 2007)
HRE (RZEZLFRA-BANTEEFHAL) 20,000 - 20,000
Arthur George Dew (Appointed on 30th November, 2007)
REE(RZZBEZELEFE+—-—A=ZTHEEE) - - -
Lee Yip Wah, Peter
FRE 20,000 - 20,000
Wong Tai Chun, Mark (Appointed on 30th November, 2007

as Alternate Director to Arthur George Dew)
FRE R _EZLF+—A=THEZEANRDEZEREES) = = =
Chan Kin (Appointed on 21st June, 2007 and resigned

on 18th January, 2008)
R (R _ZEEFXA T —HERER

RZZEZNF— A+ /\HEE) - - -
Yeh V-Nee (Appointed on 1st March, 2007 and

resigned on 21st June, 2007)
#ihx(N-FTTLE- A ABEER

RZBEZLFRAZ+—HEET) = = =

Independent Non-Executive Directors

BYUEMITES

So Shu Fai, Ambrose

Brft i 20,000 = 20,000
Chow Yu Chu, Alexander

BFE& 120,000 - 120,000
Albert Ho

G 70,000 = 70,000

1,497,500 1,771,225 3,268,725
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17. BEEFHBESREEASEHS (H) 17. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (continued)

171 EEMME-HTESRIEHTES (48) 17.1 Directors’ emoluments — Executive Directors and
Non-Executive Directors (continued)

EfENES MM - The emoluments paid or payable to the directors were
as follows:
Other
Fees emoluments Total
ik HittB & Ba%
HK$ HK$ HK$
BT BT BT

Year ended 31st December, 2006
RE_TTAF+_A=+—AILEE

Executive Directors

WITES

Fung Wing Cheung, Tony

K 20,000 = 20,000
Fung Yiu Fai, Peter

I IR 20,000 = 20,000
Lee Wa Lun, Warren

TEG 20,000 = 20,000
Li Shi Liang (Deceased on 5th July, 2006)

Tt (RZTTRFLARAMH) 20,000 = 20,000
Non-Executive Directors

FERITES

Lee Seng Hui

KR 70,000 = 70,000
Lee Yip Wah, Peter

ES o 20,000 = 20,000

Independent Non-Executive Directors

BYUERITES

So Shu Fai, Ambrose

ERiaE 20,000 = 20,000

Chow Yu Chu, Alexander

AFE 120,000 - 120,000

Albert Ho

AR A 70,000 - 70,000

380,000 - 380,000
MAFERNET I TR FEEETWESKR BN There was no arrangement under which a Director
EEMEE - waived or agreed to waive any remuneration during
the year.
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17. DIRECTORS' REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (continued)

17. EEFHRSREEAENE ()

172 ENEBESHMM AL 17.2 Five highest paid individuals

AEEASEBRAUGRFMALRERA
EE(ZTZRF:=4) AW RME
LSRN BR=f (ZBTRF - W)
BEAFENHMMOT :

Continuing operations

The five individuals whose emoluments were the
highest in the Group for the year included two (2006:
three) Directors whose emoluments are reflected in the
analysis presented above. The emoluments payable to
the remaining three (2006: two) individuals during the
year are as follows:

Discontinued operations Consolidated

BEEEER BRIEEEER SE
2007 2006 2007 2006 2007 2006
—RTLE  —TENF CRBLE  —FENF CRRLFE PR
HKS$ HK$ HKS$ HKS$ HKS$ HKS
BT BT BT BT BT BT
Basic salaries
EXEe 264,000 240,000 602,034 189,000 866,034 429,000
Discretionary bonuses
By BTEAT 22,000 70,000 133,000 15,830 155,000 85,830
Contributions to defined
contribution plans
TEBR ML FRAT IR 15,000 12,000 18,533 7,000 33,533 19,000
301,000 322,000 753,567 211,830 1,054,567 533,830

BRTI=ZZ (ZTETEAF WME) ALt zB&
NFZEZE1,000,0008 L] 2B ARA -

RBE-TZLF+_A=+-HLFE
N AEBYERAEZLHRT =R (=TT
RNE MB)BRSHFALINME  (ERM
AR IMARE BIR 7 2R RBERA(E

The emoluments of the remaining three (2006: two)
individuals fell within the emolument band of “Nil —
HK$1,000,000".

During the year ended 31st December, 2007, no
emoluments were paid by the Group to the Directors
or the remaining three (2006: two) highest paid
individuals as an inducement to join or upon joining
the Group or as compensation for loss of office.
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18. REWE 18.

REH

REBLLHEERFUARRE SN E EEDE AR
BZAKBEMAMEREIMEIRARITFER
AFt8 XD BERARINEREDE -

REABEERBERENZEAEZBANT

—RREFTAST—HIEEER

INVESTMENT PROPERTIES

GROUP

All the Group’'s property interests held under operating
leases to earn rentals or for capital appreciation purposes
or both 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:

2007 2006
“EEtE ZETRE
HK$ HK$
B BT
Carrying amount at 1st January
W—RA—BZKEEAE 1,340,000,000  1,020,113,993
Additions
INE 7,330,640 318,206,382
Net (loss)/gain from fair value adjustment
DAEEREFEL (BR) W (86,000) 1,679,625
Disposals
HE (1,347,244,640) -

Carrying amount at 31st December,

Wt RA=+—HAZKEE

= 1,340,000,000

—EELE+-A=+-B AARAMEEH
£ mRSERIIER " FELENAS TR
SR EAE - Kk WERFM -

N (B 51,340,000,0008 T 2 REMEN - Z
ERFET A+ HHBUEEGEMEERT
EEMERARBEMSEELEEGE -

R-EEXNF+_A=+—HB HIT7EE
713,909, 14078 7T J5 LA | 3t 1% & ) 2 1E AR 3R (B
££31)

On 31st December, 2007, all investment properties were
disposed of. No subsequent impairment noted after they had
been classified as assets held for sale as at 30th June, 2007.

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

At 31st December, 2006, bank borrowings of
HK$713,909,140 were secured by all the above investment
properties (note 31).
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AEE(F)

AEEZREMEMRBBERRETIEEFH
’E:
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18. INVESTMENT PROPERTIES (continued)

GROUP (continued)

The Group's investment properties were situated in Hong
Kong and were held under the following lease terms:

2007 2006
- ZEENF
HKS$ HK$
Er AT

Long leases
REEE
Medium-term leases

hEHE

1,180,000,000

- 160,000,000

1,340,000,000

19.

R E QR RS Y (R) ML RRE

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

AAT COMPANY
2007 2006
“EZEtE “ZTRE
HKS$ HK$
B BT
Unlisted shares, at cost
FEEMRRG - KB 1,503,153 2,574,031
Less: Impairment loss recognised
B ERERRERIEE (103,125) (103,125)
1,400,028 2,470,906
Amounts due from subsidiaries
i =N E S 1,178,052,910 729,027,894
Less: Impairment loss recognised
A BRERMEREE (397,015,353) (411,787,260)
Portion due within one year included under current assets
SIVERBN B E 2 —F NEIEER D 781,037,557 317,240,634
Amounts due to subsidiaries, due within one year included
under current liabilities
FERBIBE 2 —FWEIE 2 KB A RIFRIE (247,656,556) (9,808,031)

Y (ROKMBRARFEREER RERAR
RREEE - At - BRAKED %Eﬁméﬂﬁé/
(A -

The amounts due from/(to) subsidiaries are unsecured,
interest free and repayable on demand. Accordingly, the
amounts are classified as current assets/(liabilities).

Annual Report 2007
2 F LA FE R
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INTERESTS IN SUBSIDIARIES/AMOUNTS DUE
FROM/(TO) SUBSIDIARIES (continued)

19. R B AR ER B (X) KB D & K" 19.

(&)

& AT (&) COMPANY (continued)

LTAETEMRBATR - ZES+E+-_A=+— Particulars of the principal subsidiaries at 31st December,
=1 2007 are as follows:
Place/Country of Percentage of
incorporation and Particulars of issued capital held Principal activities and
Name kind of legal entity issued share capital by the Company place of operations
ML AREFER
AR B BEXREERERR BRITRARE BERTRABGNL TEEBRERLE
Directly  Indirectly
=k %
Asia Vision Holdings Limited Hong Kong, 2 ordinary shares of Investment holding,
limited liability company HK$0.01 each 100% - Hong Kong
TMEIRERERAA B 2REFAR REERK
EREEDA SREE0.018T i
Capital Sharp Investment Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,
limited liability company HK$1 each Hong Kong
ERREARAF B 2REFAR REERK
BEREEDA BREEIET i
Contana Investment Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,
limited liability company HK$1 each Hong Kong
ZHREEB A B 2R E @A - REER -
BEREEDA BREEIET i
The Hong Kong Equity Guarantee Hong Kong, 2 ordinary shares of 100% - Investment holding,
Corporation Limited limited liability company HK$1 each Hong Kong
B MR E @A - REER -
BEREEDA BREEIET i
Long Rainbow Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,
limited liability company HK$1 each Hong Kong
AMBEERAF BN 2REBAR REERK
EREEDA BREEIET i
Long Scene Limited Hong Kong, 2 ordinary shares of 100% - Investment holding,
limited liability company HK$1 each Hong Kong
BEARAF B 2R E @A - REER -
BEREEDA BREEIET i
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19. RMB AR ER W (X) KB D & HE

Place/Country of
incorporation and

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

COMPANY (continued)

Particulars of

Percentage of
issued capital held

Principal activities and

Name kind of legal entity issued share capital by the Company place of operations
BRI ARABAERZ
AR EH AR iRERER BRITRAFE BRTREABHL TEXBRERLHY
Directly  Indirectly
B %

Long Set Investments Limited Hong Kong, 2 ordinary shares of 100% = Investment holding,
limited liability company HK$1 each Hong Kong

PAREBRAF BB REBER REZK
BREERA BREEVET 0

Longfine Investment Limited Hong Kong, 2 ordinary shares of 100% = Investment holding,
limited liability company HK$1 each Hong Kong

BAREBRAF BB REBER REZK
BREERA BREEVET 0

Longson Limited Hong Kong, 2 ordinary shares of 100% = Investment holding,
limited liability company HK$1 each Hong Kong

HERRAF B REBER REZK
BREERA BREEVET 0

Mix Limited Hong Kong, 1,400,000 ordinary 100% - Investment holding,
limited liability company shares of HK$1 each Hong Kong

EE 1,400,000 & % - REER -

BREERA BREEVET 0

Odelon Limited Hong Kong, 2 ordinary shares of 100% = Investment holding,
limited liability company HK$1 each Hong Kong

BRABRAF BB REBER REZK
BREERAA BREEVET 0

EZERR ERIBZARFRAMBRBAHAE

BeAFEXERERYE

IR FEECTE

MO -EFERR IHLEMMBRAFBERE
HERBRTTE -

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.
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20. REE&E DN TIRER 20. INTERESTS IN ASSOCIATES
GROUP
rEH
2007 2006
“EELR “EERE
HK$ HK$
B BT
Share of net assets
PEEEFE 8 8
Goodwill
[EES 35,963,702 35,963,702
35,963,710 35,963,710
Loans to associates
B NGIE - ¢ 25,636,188 25,636,188
61,599,898 61,599,898
Less: Impairment loss
B FERRESIE (61,599,898) (61,599,898)
mBtEANRIREZEREEMA - 25 8 &I & The loans to associates are unsecured, interest free and no
& 7E B o fixed terms of repayment.
REERNR ZRERABERAR-_ZEERAF+= Included in the cost of investments in associates was
A=+—BItEEKE— FE.EJ A NTFTELE 2T goodwill of HK$35,963,702 (2006: HK$35,963,702) arising
235,963,702 5t (Z T T /N : 35,963,702/%8 on acquisition of an associate during the year ended 31st
JT) ° F’ﬁgﬁﬁf‘ﬁi_ggﬁi)}:g;ﬁtﬁﬂ—: December, 2005. There were no movement of goodwill
A=+—HBIEFEWESZS  -HEEME/[MLOT ¢ during the year ended 31st December, 2006 and 2007, and
its carrying amount is summarised below:
2007 2006
ZEEtE ZEER
HK$ HK$
V-2 BT
At 1st January and 31st December
R—A—BE+=ZA=+—H
Gross amount
B 35,963,702 35,963,702
Accumulated impairment
ZEtFER (35,963,702) (35,963,702)

Carrying amount

FRHEE - -
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20. MEFZ NEIRERE (8]) 20. INTERESTS IN ASSOCIATES (continued)
AEH(F) GROUP (continued)
RN-_ZFEZEL+E+_A=+—8 UTHxEBS As at 31st December, 2007, the following list contains only
BMENT (BAFELITARER)  BEFERATE the particulars of the associates, all of which are unlisted
EEBAREFBLENEEE  HEBUOT corporate entities, in the opinion of the Directors they
principally affect the results or assets of the Group is as
follows:
Group’s
Particulars of Country of equity
Name issued shares held incorporation Principal activities interest
RFEERTRG rEBEZ
=% Z#HE = AR S B R FTEX® RARER
Oriental Cashmere Limited 2,000 ordinary shares British Virgin Islands Manufacturing and trading 25%
of US$1 each of cashmere products
2,0000% & i A% - HERUHS FREREERES
BREEIET
BN ESNRIERZ D EANEEMEBREER The summarised financial information in respect of the
YW - interests in associates attributable to the Group is set out
below:
2007 2006
ZBELE ZZERE
HK$ HK$
B BT
Total assets
BERE 40,653,552 33,523,468
Total liabilities
BfERE (93,017,809) (87,555,482)
Revenue
WA 50,298,784 61,186,75
Loss for the year
REERERE (2,401,484) (44,591,525)
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21, R—HEERELE A TRES 21. INTERESTS IN A JOINTLY CONTROLLED ENTITY
Group Company
rEH b N
2007 2006 2007 2006
ZBELE ZZTNE “BEtE —ZERF
HK$ HK$ HK$ HK$
BT BT BT BT
Unlisted shares, at cost
FE TR - AR - - - 40,000
Share of net assets
BEAETE = 1,438,648 = -
- 1,438,648 - 40,000
L FEARAZT—H ARAEFHEARHEE On 21st June, 2007, the Board of Directors of the Company
— B Mt /B A FIEC Investments Limited ([IEC]) - resolved to dispose of a subsidiary, IEC Investments Limited
LE—EHRAEESE AL NERESES ("IEC"), and a jointly controlled entity, AsiaWorld-Expo
BERAR ([ENEEEERE]) - XEEDF Management Limited (“AWE"”), of which the Group held
A LA F60% NA0%AR AER - HEHER A 60% and 40% equity interests respectively, to Dragages
ERBEREEBRAR(TER])  Z2a AIEC Hong Kong Limited who is the minority shareholder of IEC
ZOEBRERITENEBRBESE ZHARE - KB and majority shareholder of AWE, at a consideration of
180,000,000 L - Z R HENR _ZEZE+FNA HK$180 million. The transaction was completed on 14th
+ AT ° September, 2007.
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CR—EH BRESE QTR (E) 21. INTERESTS IN A JOINTLY CONTROLLED ENTITY
(continued)

HEZEESE AR _EENE+_A=+—H Particulars of the jointly controlled entity at 31st December,
TEEBMT 2006 are as follows:
Group’s
Particulars of Country of equity
Name issued shares held incorporation Principal activities interest
AEBERA
=t s #ITRGFHE A B R FEEHR EEEDL
AsiaWorld-Expo 80,000 Class A Hong Kong Management and 40%
Management Limited ordinary shares of operation of exhibition
(formerly known as HK$1 each facilities
|IEC Operations Limited) 20,000 Class B
ordinary shares of
HK$1 each
DMNBEBRIEEEEREFRA 80,000i% & AR EI1E BE EREREERERE
(BIFBIEC Operatlons 1B 2 ASEE B
Limited) 20,000 B AR EE
18T BEEBR
EW NEERRBEEHEZX LR IZESEED During the year, the Group recognised the share of profit
SIEHEE S E 1,750,778 JT © éjzii-g of the jointly controlled entity amounted to HK$1,750,778
7/\¢$—f— A=+—HBIEER  B@ERA L up to the disposal of that jointly controlled entity. The
A BANTIRERS TS {5z]x’$.¢g{gﬁ7ﬁ§§ﬂ summarised financial information in respect of the interests
INEFH T - in jointly controlled entity attributable to the Group for the

year ended 31st December, 2006 is set out below:

2006
—EER
HK$
BT
Total assets 4,160,972
BERE
Total liabilities
BERE (2,722,324)
Revenue
WA 5,390,798
Profit for the year
RNFE A 4,458,157
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22. AIEHEMKEE 22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
AEE GROUP
2007 2006
—BETLF —ETAE
HKS$ HKS
BT T

Non-current

FERED
Listed equity securities (note 22.1)
EmRAES (522.1) 39,104,007 105,687,326
Unlisted equity and debt securities (Note 22.2)
FE LM RARERES (MiiE22.2) 15,599,453 358,531,890
54,703,460 464,219,216
Current
mE
Unlisted debt securities (Note 22.2)
JEEMEBES (MiE22.2) 780 663,000
Total
&t 54,704,240 464,882,216
A HEMBEEN TS EE(E : Available-for-sale financial assets are denominated in the
following currencies:
2007 2006
—EELF ZTTRF
HK$ HK$
BT BT
HK dollar
BT 38,494,278 381,514,554
UsS dollar
E 15,617,297 79,118,506
UK pound
e 592,665 2,811,944
Euro
E9¢7:3 - 1,437,212
54,704,240 464,882,216
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22. A HEMBEE (§) 22. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)
AEE (E) GROUP (continued)
22.1 EH AR S 22.1 Listed equity securities
2007 2006
—EELF —EER
HK$ HK$
B BT
Listed equity securities
ETRAES
— Listed in Hong Kong
-ABBLEm 38,494,277 28,573,377
— Listed outside Hong Kong
- BEBLSNET 609,730 77,113,949
39,104,007 105,687,326
Market value of listed equity securities
ETRAF R 2 TISEE 39,104,007 105,687,326

ZEBFLAFEDSEERMSREER 28
M EEE -

&S B ERAR Y KB MOMNE R 2 8 1
[\ -

RIBBALE+-_A=+—BRLTREAZER
KREFBOT :

AEZERARQA (T34 ]1)

HEEEMBARKRENRERYME  TRHEY
XEHE RERBLEREE -

N_ZBZT+E+_A=+—H AEEHAEHM
252,370,000/% (ZZFZ /N4 : 51,431,0000%) &
B EREBEBEITRAZ461% (ZEZNF
4.53% ) o AFEF AW AR KIS - RIE M\
R-ZZEELFNA=Z+THZFHRE #AEzZ
H & E#752,006,000,0008 L c AT L F
+ZA=+—H AEEREEABZTENA
36,000,000/ 7T (ZEZF /X F : 49/526,000,000
BIT) °

Fair values for these securities have been determined by
reference to their quoted bid prices at the balance sheet
date in an active market.

These financial assets are subject to financial risk exposure
in term of price and currency risks.

Particulars of the major investment in listed equity securities
at 31st December, 2007 is as follows:

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, 2007, the Group held 52,370,000
shares (2006: 51,431,000) in Dan Form, representing 4.61%
(2006: 4.53%) 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, 2007, the net
assets of Dan Form were approximately HK$2,006 million.
As at 31st December, 2007, the market value of the Group’s
investment in Dan Form was approximately HK$36 million
(2006: approximately HK$26 million).
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THEHEMBEE (B)

222 FEETRARERKEF

FLEmERARBEBESMERETEETD
BB RS B -

o 23,

PEEREE 2 EANESE A UWEEIEC Investments
Limitedf Z4£ - ZARIERFREE - Bt - ®
BT F+ A=+ —BAEEBERE &
EEEBFEUSNTOAT :

22.

j--:’,ﬂ For the year ended 31st December, 2007 HEZE-ZZTt+F+-A=+—HILFE

AVAILABLE-FOR-SALE FINANCIAL ASSETS
(continued)

22.2 Unlisted equity and debt securities

Unlisted equity and debt securities with no quoted
market price are stated at cost less impairment.

GOODWILL
GROUP

The main changes in the carrying amounts of goodwill
result from the acquisition of IEC Investments Limited which
was disposed of during the year. As such, the Group has
no goodwill as at 31st December, 2007. The net carrying
amount of goodwill can be analysed as follows:

2007
S —“FEX
HK$
AT

At 1st January

n—A—H
Gross carrying amount
HAREE
Accumulated impairment

REtFEa

1,037,788 1,037,788

(1,037,788) (1,037,788)

Net carrying amount

FREDFE

Net carrying amount at 1st January

WN—A— B ZREHE

Arising from acquisition of a subsidiary
P i B B8 1 R E A
Impairment loss

FERD BT 1R

Net carrying amount at 31st December

R+ A=+—RZKEFE

At 31st December
R+=—RA=+—H
Gross carrying amount
FENE
Accumulated impairment

REtrEah

- 1,037,788

= (1,037,788)

Net carrying amount

FREHE
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24, RERHMERRRESRE 24. TRADE AND OTHER RECEIVABLES AND DEPOSITS
PAID
rEHE GROUP
2007 2006
—ZTtEHF ZETRF
HKS$ HK$
B BT
Trade receivables
S TG - 1,481,108
Other receivables
H b & Yk 1,037,143 99,073,016
Deposits paid
Bffike - 578,953
1,037,143 101,133,077
R-TEXF+_A=+—8 HEtEKZE As at 31st December, 2006, included in other receivables
& — B E R R 2 /R397,037,901 T - BN FE K was an amount due from a related company amounted to
HKIECZ % B & B ([ FE UTHKIECFKIB |) ° ) 2k HK$97,037,901, which represented dividend and interest
HEEETIARRNG RHKIECZ HRIZEE - ZABE receivables from HKIEC (the “Receivables from HKIEC").
SRENERT  HEBLRDRITIREZ B TIRE Mr. Fung Wing Cheung, Tony is a common director of
BIYHERFERF2%TEFE - W AHKIECHK 12 the Company and HKIEC. The amount was unsecured,
HeEBEEe EBREEREBRBREEBEELHA bore interest at the average best lending rates offered to
EEBEHRAE IR SHBEERE R ETLF+ = Hong Kong Dollars by note-issuing banks in Hong Kong
A=+—H AEBERLEE-—HNBLARR W& less 2% and repayable when HKIEC has surplus cash after
JEWHKIECZ FEl T - FARAREEZES D H the provision of working capital, transfers to reserves and
/97,037,901 & (ZZEZT /N : 97,037,90178 other provisions based on its budget. As at 31st December,
JT) ° 2007, the Group has no receivable due from HKIEC upon

the disposal of a subsidiary, IEC. The maximum amount
outstanding during the year was HK$97,037,901 (2006:
HK$97,037,901).

RZFERF+-A=+—B  ERHKIECFKIA As at 31st December, 2006, HK$8,306,323 out of the

H 8,306,323 B LR K —MRBEAR (EFE Receivables from HKIEC related to the dividend and interest

KEELE  BRBAERTERELEDIART R receivable on behalf of a related company in which Mr. Fung

ZHRERARIZHERAES) ZEKRERFE - B Wing Cheung, Tony, Mr. Fung Yiu Fai, Peter and Mr. Lee Wa

—EERFTZRA=+—H R—HBEEAFZ Lun, Warren are common directors of the Company and the

SRIEET A E A FE SR (M 3E29) related company. As at 31st December, 2006, that amount
due to a related company was included in other payables
(note 29).
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24. TRADE AND OTHER RECEIVABLES AND DEPOSITS

PAID (continued)
GROUP (continued)
The Group maintains defined credit policies. The following is

an ageing analysis of trade receivables at the balance sheet
date:

2007 2006
—2ELF —EEZRX
HK$ HK$
Er BT
0 - 30 days
0—30H - 1,401,982
31 - 60 days
31—60H - 58,881
61 — 90 days
61—90H - 15,184
Over 90 days
90H A E - 5,061
- 1,481,108

25.

SEHBRREZER EX

K_E$R$+_HE+—E’¢ﬂ%%%§
ERTEER 2B RAREREFEE - Bt -
ZHBNIDBRRPEE

RZBEXF+ZA=+—8 Rl &km@
wm BERTIEER %E&ﬂfﬁfﬁé EH B2
A W%ﬁﬁﬁ oAk - AIEE/\*EE_’JF/AL@Q{E °

25.

LOANS TO/FROM MINORITY INTERESTS

As at 31st December, 2006,
were unsecured,

loans to minority interests
interest-free and repayable on demand.
Accordingly, the loans were classified as current assets.

As at 31st December, 2006, loans from minority interests
were unsecured, interest-free and were not repayable
in the next twelve months after the balance sheet date.
Accordingly, the loans were classified as non-current

liabilities.
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BAVEIGRREEEREECMBEE

FINANCIAL ASSETS AT FAIR VALUE THROUGH

PROFIT OR LOSS

ZN - GROUP
2007 2006
—ETtHF —EER
HK$ HK$
B BT
Equity securities held for trading
BEEEER 2 RAES
Listed in Hong Kong (Note 26.1)
B LW (5F26.1) 129,831,080 -
Listed outside Hong Kong (Note 26.2)
BB AN £ (5526.1) 103,886,412 =
233,717,492 -
Debt securities held for trading
BEEEE 2 BIEES
Listed outside Hong Kong
EESN ETH - 17,082,000
Market value of listed securities
EmBEHTE 233,717,492 17,082,000
Derivative financial instruments
PTEESmMIT A
Unlisted warrants (Note 26.3)
FE F R RERE (5£26.3) 42,597,111 =
Equity forward contracts (Note 26.4)
Mk R A 4 (5526.4) 10,320,690 =
286,635,293 17,082,000
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26. EAVFEIRRETESREECVBEE 26. FINANCIAL ASSETS AT FAIR VALUE THROUGH
(&) PROFIT OR LOSS (continued)
BAFEVENREEBSEEEE ZHEEENLTY Financial assets at fair value through profit or loss are
EHEETE denominated in the following currencies:

2007 2006
—BELHF —ETRX
HK$ HK$
Er BT
HK dollar
BT 140,151,770 -
Us dollar
e - 17,082,000
Malaysian ringgit
RS 45 64,243,142 =
Australian dollar
JBIT 5,647,340 -
Japanese yen
H 49,514,291 -
New Taiwan dollar
ek 27,078,750 -
286,635,293 17,082,000
PR BEESERFIEEER - The above financial assets are classified as held for trading.
TR AREREFLFZ ATFENRERERESR Fair values for the listed equity and debt securities have
AZHEREETE - been determined by reference to their quoted bid prices at

the balance sheet date.
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26 EAFEIEREEEREBCUKEE 26. FINANCIAL ASSETS AT FAIR VALUE THROUGH
(&) PROFIT OR LOSS (continued)

261 REB LT ZRAES 26.1 Equity securities listed in Hong Kong

ERELEBEERTARLA (NEERTI)

ESRTR—RBITREBIREHEE - £i2
HEEMEASBRS BXRT 27K
BERITES RFLARITR ©

HIE—TZT+F+-_A=+—8 A&EEH
B100,000f R ELRTRHN (ZZZRF:
) O BEZRTERITRALR001%
(ZZ2EZERFF) REAFERRER
e - RBEELRITHR=_ZFZFTLF+=A
ST HBRZEFXERE HIFEEANR
135,416,000,000EF L - B It — T T £ F
TZA=+—B AREREZRITREZ
&%) 413,000,000/ 7T °

ERHER(EE)ERQA (ER]D

ZEFERED FRAARFERES
EBHREBYRBRSES -

HIE—TZT+F+-_A=+—8 A&EEHF
£130,000,000 R EERH (ZZEZTRF :
/)  FEEEBITRA080% (ZEZE R
FF) RAFERNRKIREKE - RIEE
BR-_ZETLFEANA=ZTHZHBERE =
& E#) /825,000,000 L c B IEZTEE
tF+ZA=+—H0 FTEBRERBKREZ
HE#)A19,000,000/8 7T °

Hong Kong and Shanghai Banking Corporation
("HSBC")

HSBC is a banking and financial services organization
that provides a comprehensive range of personal
financial services, commercial banking, corporate &
investment banking, private banking services.

As at 31st December, 2007, the Group held 100,000
shares (2006: Nil) in HSBC, representing less than
0.01% (2006: Nil) interest in the issued share capital
of HSBC. No dividend was received during the
year. Based on the final result highlights of HSBC
at 31st December, 2007, the net assets of HSBC
were approximately US$135,416 million. As at 31st
December, 2007, the market value of the Group’s
investment in HSBC was approximately HK$13 million.

Asian Union New Media (Group) Limited (“Asian”)

Asian Union New Media (Group) Limited operates
television advertising business and film and TV dramas
business.

As at 31st December, 2007, the Group held
130,000,000 shares (2006: Nil) in Asian, representing
0.80% (2006: Nil) interest in the issued share capital of
Asian. No dividend was received during the year. Based
on the interim report of Asian at 30th June, 2007,
the net assets of Asian were approximately HK$825
million. As at 31st December, 2007, the market value
of the Group’s investment in Asian was approximately
HK$19 million.
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260 BAFEIRREERREECHKEE 26. FINANCIAL ASSETS AT FAIR VALUE THROUGH
(#&) PROFIT OR LOSS (continued)

261 REB LT ZBRAES () 26.1 Equity securities listed in Hong Kong (continued)

FEMAREREEARAF ([HEMK]

PEMRAREEMRARNEERER - MEEM
MBLE R D AR REMBGE RHE

BIE-ZTZT+FE+-_A=+—8" Zx;ﬁk@ﬁ
£5,200,000f R BEM ARG (ZZTE R

/) (P BIMKE TR ZA0.09% _*E-E
NEE) RAFEARNRKIARS - RIF
FEMAR-_ZZTEtFALA=TRHZHH
WwE - HFEELAS5,259,000,0008 7T ©
HIF—ZTZE+E+-_A=+—0 XEER
PRI AR E 2 T E4 48,500,000 7T °

DRERAERAT (EAER]

DRERIBENR=EZ: W\ EAEEES : (i)
BEMMEMLERES  (lLHE
RRE -

HIF—ZTZE+E+-_A=+—0 KEHEF
615,000,000 58 KE R (ZETRF -
/) FRRERDEITHRA 032% (=%
ERFT) RAFERARKEMAEES - 1R
BOAERRZ-ZZETLFA=1+RHZF
sk - HIFEEX A1,368,000,0008 7T ©
BHIF—ZTZE+E+-_A=+—0 XE£EER
DR ERIEE 2 T{E#X 421,600,000/ 7T °

China Grand Forestry Resources Group Limited
(“CH Grand Forest”)

CH Grand Forest operates in tree plantation and
management, manufacture and distribution of forestry
products, and manufacture and sale of garment.

As at 31st December, 2007, the Group held 5,200,000
shares (2006: Nil) in CH Grand Forest, representing
0.09% (2006: Nil) interest in the issued share capital of
CH Grand Forest. No dividend was received during the
year. Based on the interim report of CH Grand Forest
at 30th September, 2007, the net assets of CH Grand
Forest were approximately HK$5,259 million. As at
31st December, 2007, the market value of the Group's
investment in CH Grand Forest was approximately
HK$8.5 million.

APAC Resources Company Limited (“APAC
Resources”)

APAC Resources is principally engaged in : (i) trading
in base metals; (ii) trading in fabric products and other
merchandises; and (iii) trading and investment of listed
securities.

As at 31st December, 2007, the Group held
15,000,000 shares (2006: Nil) in APAC Resources,
representing 0.32% (2006: Nil) interest in the issued
share capital of APAC Resources. No dividend was
received during the year. Based on the interim report
of APAC Resources at 30th June, 2007, the net assets
of APAC Resources were approximately HK$1,368
million. As at 31st December, 2007, the market value
of the Group’s investment in APAC Resources was
approximately HK$21.6 million.
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26. ERAVEIRREESREECUBEE

(&)

FETIEKRTROERAE (IERTL

THRRTZIZEDERREHRARERIMNE
TR B NERSEERSE ZRITRE K
KEPERTEEBEERZE S ([RE®])
B2 M IRTS - AR B EIBIME B AR
B 8 513 77 85 B B HE A 2 AR R AR TS -

BIE-ZTZT+E+-_A=+—8" 2&%@%
£4,000,0000k TERITIRG (ZTTRF
/) HIRRTERTRALR0.01% (=
TEREF:F) o #miﬁﬁqﬂiuwﬁé o
BEIFRTR_ZEZLFT=_A=1+—
BEFEEEERE HEFEENABARE
543,676,000,0007C ° g IF —Z T T £ F + =
A=+—8 A&£ERIHHRTHREZTE
#97/522,000,000/ 7T °

26.2 REBFEI LT 2 RAE %

DutalLand Berhad (777 #Mycom Berhad)

Dutaland Berhad (A% Z&Mycom Berhad) 7
—FREREEELFRSHERA A EIR
ETZ2RARAR - Z AR EBEZREHIR
EE - MERBERMERE -

BIE—ZEZ+E+-_A=+—0 &X&£H
#7622,148,200fDutalLand Berhadf&%1» (=
;ﬁg/\i /) EEEBITRA3.92% (=

TRFT) RAFERRKMAERE °
*ETJ%‘EDutaLand Berhad R —ZEZE+F+ = A
S+ HAZERKEBERZEENERE &
FEEXN A R A E 842,000,000
T BIE-_ZTTE+tF+_A=+—8 ' &
% B M Dutaland Berhadi& B 2z M EX A
55,000,0007% JT °

FELFT-A=+—ALEE

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

26.1

26.2

Equity securities listed in Hong Kong (continued)

Industrial and Commercial Bank of China Limited
(“1CBC")

The principal activities of the ICBC comprise the
provision of banking services including Renminbi
("RMB") and foreign currency deposits, loans, payment
and settlement services, and other services as approved
by the China Banking Regulatory Commission (the
“CBRC") of the PRC, and the provision of related
services by its overseas establishments as approved by
the respective local regulators.

As at 31st December, 2007, the Group held 4,000,000
shares (2006: Nil) in ICBC, representing less than
0.01% (2006: Nil) interest in the issued share capital
of ICBC. No dividend was received during the year.
Based on the annual results announcement of ICBC
at 31st December, 2007, the net assets of ICBC
were approximately RMB543,676 million. As at 31st
December, 2007, the market value of the Group’s
investment in ICBC was approximately HK$22 million.

Equity securities listed outside Hong Kong

DutaLand Berhad (formerly known as Mycom
Berhad)

Dutaland Berhad (formerly known as Mycom Berhad)
is an established public company listed on the Main
Board of the Bursa Malaysia Securities Berhad. Its
group of companies is involved mainly in oil palm
plantations, property development and property
investments.

As at 31st December, 2007, the Group held
22,148,200 shares (2006: Nil) in DutalLand Berhad,
representing 3.92% (2006: Nil) interest in the issued
share capital of Dutaland Berhad. No dividend was
received during the year. Based on the unaudited
quarterly financial highlight of Dutaland Berhad at
31st December, 2007, the net assets of Dutaland
Berhad were approximately MYR842 million. As at
31st December, 2007, the market value of the Group’s
investment in Dutaland Berhad was approximately
HK$55 million.
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26 EAFEIEREEEREBCUKEE 26. FINANCIAL ASSETS AT FAIR VALUE THROUGH
(&) PROFIT OR LOSS (continued)

26.2 AEBBIIN LT ZBRAF S (H) 26.2 Equity securities listed outside Hong Kong

BmHMROERAA ([E=H])

MR EEMER CEIMMAERE 1B
BEMBAR  RMREHERUERE &
EEREm (LERHMEERRERBEM)
ZHERMEG RMM(BFEELBMBEE
RfiE) REEEER

HIE—TZT+F+-_A=+—8 A&EEH
1,300,000k REBERND (ZTTNF
/) EEMEBITRA053% (ZEE R
F:F) RAFERNRPMKE - RIFETR
MR _ZETELFNA=ZTBZZTERE - &
FEEN B E3,307,000,0007T © & b
ZEEEFF+ZA=1+—8 AEEREM
& 2 T EHY) A24,000,000/8 7T °

BB (TR )

MR —RIREERRE - KB QR K
ERRTENFREE VEER RE - H
HIARBERT

HIE—ZT+E+-_A=+—80 A&EEF
51,000,000 8K &R0 (ZTZRF &) -
IEHBETRA067% (ZEENFE: E) -
AEEAUWEAL S 515,24678 7T ° IRIEAK S
R-BETLF+_F=1+—BHZ2AKER
ZEEMBERE HEFEELNARFREDMN
% $5254,000,0007T e B It =TT+ F + =
A=+—8 A5ERKELEEZTENE
9,000,000/ JT °

(continued)

First Steamship Company Ltd. (“First steamship”)

First steamship was engaged in Charterers business,
especially in ship management and, through its
subsidiaries, offers ship-owners worldwide service
for the crewing, technical including the supervising
of dry-docking and new building, and commercial
management of sea-going vessels specializing in bulk
carriers and container ships.

As at 31st December, 2007, the Group held 1,300,000
shares (2006: Nil) in First steamship, representing
0.53% (2006: Nil) interest in the issued share capital
of First steamship. No dividend was received during
the year. Based on the quarterly report of First
steamship at 30th September, 2007, the net assets of
First steamship were approximately NT$3,307 million.
As at 31st December, 2007, the market value of the
Group's investment in First steamship was
approximately HK$24 million.

Mudajaya Group Berhad (“Mudajaya”)

Mudajaya is an investment holding company and its
subsidiaries and associated companies are involved in
construction, property development, manufacturing,
trading and the power sector.

As at 31st December, 2007, the Group held 1,000,000
shares (2006: Nil) in Mudajaya, representing 0.67%
(2006: Nil) interest in the issued share capital of
Mudajaya. Dividend HK$15,246 was received during
the year. Based on the unaudited quarterly financial
highlight of Mudajaya at 31st December, 2007, the
net assets of Mudajaya were approximately MYR254
million. As at 31st December, 2007, the market
value of the Group’s investment in Mudajaya was
approximately HK$9 million.
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260 BAFEIRREERREECHKEE 26. FINANCIAL ASSETS AT FAIR VALUE THROUGH
(#&) PROFIT OR LOSS (continued)

26.3 F L HRBRESE 26.3 Unlisted warrants

J. Bridge Corp ([J. Bridge |)

). Bridge S —RRERBAZ HHE - BL
THEBEEAT  ETIREFAAT K
BERERERE  BHENRREDH -

HIF—ZTZT+E+-_A=+—08 KNEHEF
£60,00017). BridgesR IR (Z T RF ¢
) o NAFEERRKERS ° RI5). Bridge
R_BELFE+-_A=+—B2ZPHHR%
H® B E 49 /5764,000,0008 T » B IF =
T+FE+_A=+—8 XEERI. Bridge
& 2 T E Y A43,000,000% 7T °

BIE-TT+E+-A=+—0 BRES
ZEBHERMT :

J. Bridge Corp (“J. Bridge”)

J. Bridge, listed on the 2nd Section of Tokyo Stock
Exchange, is a financial investment firm which
focuses on revitalization of distressed companies. The
investments span over healthcare, real estate and
construction materials.

As at 31st December, 2007, the Group held 60,000
warrants (2006: Nil) in J. Bridge. No dividend was
received during the year. Based on the interim report
of J. Bridge at 31st December, 2007, the net assets
of J.Bridge were approximately HK$764 million. As at
31st December, 2007, the market value of the Group's
investment in J.Bridge was approximately HK$43
million.

As at 31st December, 2007, the major terms of the
warrants are as follows:

Notional amount Number of options Maturity Underlying stock
EEHBH BREHE FHA HEARE

JP¥ 299,999,000 60,000 2nd July, 2012 J. Bridge
299,999,000H E —E-_%+HZH

LT RBREBZ AFELHDEREEM
BERAREEFEERAAER —_HEA B
EEREXET BWAZEAZEZHERE
f% 8408 B - B 4){E45H B - 2 HAfF R4.51
F - KIE78.05% ~ & B b2 R0.8% M #HE R
F57.54% o

NFEUREE21,627,18178 T D INERBRTER ©

Fair values for the unlisted warrants have been
determined by a firm of professional valuers, Greater
China Appraisal Limited, by using the Binomial Option
Pricing Model. The significant inputs into the model
were share price of JP¥40, strike price of JP¥45, time
to maturity of 4.51 years, volatility of 78.05%, risk-
free rate 0.8% and dilutive factor of 57.54%.

Fair value gain of HK$21,627,181 has been recognised
in the income statement.
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(#&) PROFIT OR LOSS (continued)
264 REBHEN 26.4 Equity forward contracts
BIE—ZT+F+-A=+—H KEERH As at 31st December, 2007, the major terms of the
AR EZERIAT - equity forward contracts are as follows:

Notional principal

amount outstanding Maturity Underlying stock
BEATRELHE EHA HEARSR
HK$78 7T
A 57,827,250 6th November, 2008 Hong Kong Stock Exchange
—EENF+—AKAE 7B R
B 16,542,000 5th November, 2008 PetroChina
—EENF+—-HAEA SRlEIp i
C 57,915,000 7th November, 2008 Hong Kong Stock Exchange
—EENF+—AtH 7B R
D 19,822,500 7th November, 2008 PetroChina
—ZEENF+—-AtH B A
E 21,845,250 7th November, 2008 China Shenhua
—EENF+—AtH B fe 5
F 16,627,500 7th November, 2008 China Merchants
—ZEENF+—-AtH R E
G 10,980,000 7th November, 2008 Bank of China
—EENF+—AtH B ER1T
H 40,029,750 3rd December, 2008 Ping An Insurance
—EENF+-A=H TR
BEBEAHNGR  KREBEEKERRBRRE—F2 Under the terms of the contracts, the Group is
RHBRINESSNZHEBARG - ZE8H obligated to acquire the underlying shares of each
PNERKYERAE - FRANERWKE 2 FBEER contract at a forward price for a year long. The
MBEBEIXEEE BIZEBEE - RZEA5H02 contracts require no initial cost. Pre-determined
TERFEHEREREE - K54/ EAE number of shares is accumulated to be acquired by the
BB —BHRBERMESAKRESBEHBE - Group on a daily basis and they are settled on monthly
ZENBIAEIE R HHEBERDZE basis. The key terms of these contracts incorporate
HIREBENZHER  AEEBNEERE knock-out and gearing properties. A knock-out price
FEEERERMDEE - is set for each contract, once the daily share price of

the underlying shares triggers the knock-out price,
the contract is closed out immediately. However, if the
daily share price of the underlying share falls below
the forward price, the Group has to acquire double of
the pre-determined daily number of shares.
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26.4 RERHEH (&)

EHENZAFEREEFEERAAE
XEEMA AR EEFERAER B

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

26.4 Equity forward contracts (continued)

Fair values for the forward contracts have been
determined by a firm of professional valuers, Greater

A TEBHAZSENOT : China Appraisal Limited, by using the Binomial Option
Pricing Model. The significant inputs into the model
were as follows:

Fair value

Share Forward Time to Risk-free Dividend as at 31st
price price maturity  Volatility rate yield December, 2007
—BRLF

+=-—A=+—H

i E EHE IHHR RiE HEERERE REKHEE R2D¥E
HK$ HK$ Year HK$
BT T F BT

A 221.20 196.61 0.85 46.85% 2.55% 2.70% 4,908,749

B 13.90 14.67 0.85 42.87% 2.55% 3.21% (1,006,309)

C 221.20 211.07 0.85 46.85% 2.55% 2.70% 2,120,313

D 13.90 14.25 0.85 42.87% 2.55% 3.21% (558,101)

E 46.60 38.59 0.85 51.69% 2.55% 1.28% 1,587,605

F 31.50 30.76 0.85 38.50% 2.55% 0.49% 611,893

G 3.78 4.00 0.85 34.50% 2.55% 1.06% (620,566)

H 83.70 73.03 0.93 50.19% 2.55% 1.00% 3,277,106

10,320,690

AEWER10,320,690/8 T E N B8 BRTER ©

ZEVBEETABRIA M BRAR -

Fair value gain of HK$10,320,690 has been recognised in
the income statement.

These financial assets are subject to financial risk exposure
in term of price risk.

BEBEE_TTLF+_A=1+—8 RAR Subsequent to 31st December, 2007, as at the date of this
HHE - R FEREZEHEOETZHEER report, the daily share prices of all the underlying equity
REHF7BHREHENSKREZHEOM securities under the outstanding equity forward contracts
TERABK -MAFTEREZERPELHE & are below the forward prices set at the respective equity
HEARAZFSIZEERD 2R BESRGHRE forward contracts. Had all the underlying equity securities
A BlR-ZZEENF—-A—BE4RHEHEH under these outstanding equity forward contracts been
ZHEBRSGAZKMENE  HEZEW®F acquired on the forward price condition at the balance sheet
HEEBRATERZZHENBETZE date, their theoretical net settlement value would decrease
ARABLSFNEHB 2 &EMSRAEEZ by about HK$160 million based on the daily closing prices
S0 8% 2 49160,000,0008 7T » BB R A H at trade date between 1st January, 2008 and the date of
BEEMSHERMEESOC RMAER ZERS this report in which the lowest aggregate market value of
FUHBHERALNENHBE BB A ZRE LR - these underlying equity securities under the outstanding
REFEESREMEE WA —F A RIREZ equity forward contract is recorded. The theoretical net
ERABHF 2 AVTEEHRRNEE A TK settlement value is the difference between the daily closing
BAZERAEBZLRBERAT  AEBELEEE prices and the forward prices of those contracts multiplied

=t
-
e
=
H
M

B ZTEA -

by the maximum number of shares that has to be acquired
up to the maturity dates of the contracts. These pro forma
information is for illustrative purposes only and is not
necessarily an indication of the fair value change in these
equity securities and results of operation of the Group that
actually would have been achieved had the acquisition of
these equity securities been completed at the balance sheet
date, nor is it intended to be a projection of future result.

Annual Report 2007
— 2 Z LA FE R
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27. HthBERHz2ENESE 27. OTHER RESTRICTED DEPOSIT PAID

R-ZZEZEtF+=ZA=+—H ' 724,013,552
BLIEXN—HemEE EALEERERBA

As at 31st December, 2007, the deposits of HK$24,013,552
were paid to a financial institution to secure settlement for

49 (fF7£26.4) 2 /A - the equity forward contracts (Note 26.4).
28. HeRAESEEYRFEFRITEHRETR 28. CASH AND CASH EQUIVALENTS AND PLEDGED
BANK FIXED DEPOSITS
Group Company
AEH ¥ NN
2007 2006 2007 2006
—ZETLF —ETX —ETLF ZETRF
HK$ HK$ HK$ HK$
BT BT & BT
Cash and bank balances
e RIRITEHERR 175,463,783 3,193,738 745,831 197,704
Time deposits
TEBIE R 476,710,477 150,222,990 445,168,562 93,207,971
652,174,260 153,416,728 445,914,393 93,405,675
Less: Pledged bank fixed deposits
W R IR TE HATE 3K - (10,537,895) = =
Cash and cash equivalents
ReRBEEY 652,174,260 142,878,833 445,914,393 93,405,675

RITERTIRIBEE A RITFRF EIRZEF X B
BAE - RHEHTRBHE—AE=@EAT
L B\WIAREEZHBRETEME - TIRE A
ZEBATEBREREMNE225%E475% (ZFF
NEF 0 3.7%%E5.225%) A B - RERFEE
EMEEEREHTRACEAEABMESRER
(g -

R-ZZZRE+_A=+—8B BT EHEX
10,537,895 L E I T — M F#E - EAR
SEEREEREZKE - GHRERERE
M2 [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 2.25% to 4.75% (2006: 3.7% to 5.225%)
per annum. The carrying amounts of the cash and cash
equivalents and the pledged deposits approximates to their
fair value.

As at 31st December, 2006, the bank fixed deposits of
HK$10,537,895 were pledged to a financial institution to
secure borrowing facilities granted to the Group, which
in note 31.

were included as “Borrowings”
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29. HWEAR - EFFERARE WRE

29. OTHER PAYABLES, ACCRUED EXPENSES AND

DEPOSITS RECEIVED

Group Company
rEE PN
2007 2006 2007 2006
—EELF ZEER —ETLF ZETRF
HK$ HK$ HK$ HK$
BT o BT BT
Other payables and accrued expenses
HAh RS R et & F 21,682,911 20,469,316 21,682,911 963,085
Rental deposits received
BB IES - 5,612,535 - -
21,682,911 26,081,851 21,682,911 963,085

R_EZLF+_A=+—8 AEBZ2HME
BEREFEABER —HBERARZRAS
18,863,683 EAENEBRERARBANER
1818,262,1518 7T ©

R-TERNF+_A=+—8B KAEBZEM
AR REFEREER —HBBEERARZRE
8,711,415 7T - /18,306,323 L' 5 A &
RE—FHBEERRERZEERFE o b ER
FRAEENE -

BT ERERFERELETDARB RZBERT
ZHRES - REZWERBZFIAREER
BRARERKEE -

al
%

As at 31st December, 2007, included in other payables
and accrued expenses of the Group was amount due to a
related company amounted to HK$18,863,683 of which
HK$18,262,151 represented the unsettled management fee
and performance fee charged to the Group.

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 of which
HK$8,306,323 represented dividend and interest receivables
by the Group on behalf of a related company. The amount
was fully repaid during the year.

Mr. Fung Wing Cheung, Tony and Mr. Lee Wa Lun, Warren
are common Directors of the Company and that related
company. The amount due to the related company is
unsecured, interest-free and repayable on demand.
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300 ZAFEIRREEZEREECHBERS 30. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH
PROFIT OR LOSS

AEE GROUP

2007 2006
—ETtEHF —EER

HK$ HK$
BT BT

Derivative financial instruments

Listed put options — USD
PTESHIA
R — =T 3,900,000 -

RZFETLF+ZA=+—08 Rz Ex2 As at 31st December, 2007, the major terms of the put

BT options are as follows:

Notional amount Number of options Maturity Underlying stock

EEREE BRESE ZI8 A HEEARE

US$7,360,000 2,500 19th January, 2008 Citigroup

7,360,000% 70 2,500 —ZETN\F-A+NHE TEHEEE

US$7,360,000 2,500 19th January, 2008 Citigroup

7,360,000% 70 2,500 —ZETN\F-A+NHE TEHEEE

AOHEZ AFEDNLXERSENEEH Z2HEE Fair values for the put options have been determined by

EJE - reference to their quoted prices at the balance sheet date.

i EEELEARBIEES - The above financial instruments are classified as held for

trading.
ZECRMITAEEERRER @2 KRR - These financial instruments are subject to financial risk

exposure in term of price risk.
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31. & & 31. BORROWINGS
rEH GROUP
2007 2006
—ERLHF —ETREF
HK$ HK$
Er BT
Secured
AR
Bank borrowings-floating rate
RITEE - F8 - 917,880,958
Other borrowings-fixed rate
HigE - 8 - 8,413,034
= 926,293,992
Carrying amount repayable :
EEEREE :
Within one year
—FR - 38,322,174
More than one year, but not exceeding two years
—FAEETBBRE - 24,500,000
More than two years, but not more than five years
MFEAEEBETBBRF - 769,500,000
More than five years
AEE - 93,971,818
- 926,293,992
Less: Amount due within one year shown under current liabilities
B —FEANEEBIMERB B EZ IR - (38,322,174)
Amount due more than one year shown under non-current liabilities
—F A ERIBFEIERB B B2 IR - 887,971,818
RZEEZRF+_A=1+—8 BT EEUNLRE As at 31st December, 2006, bank borrowings were secured
Y2 (F3E18) ~ IR B W 2 IR € RHKIECHE by investment properties (note 18), rental receivables from
U SR B HKIEC A ] B% B8 FE < AR & B MY 8 2 &) 2 3K those investment properties and receivables due from HKIEC
HEEAR  WHARA - NRARZEFBRIBL or any shareholder of HKIEC to a subsidiary of the Company;
ERBRABMERFBENBRAIZESRRAR LA and supported by guarantees provided by the Company, Mr.
REER - AR —FREEZEMEES 413,034 Fung Yiu Fai, Peter, a Director of the Company, Mr. Yu Kwok
W ITTLASRIT E BATF AR (B 5E28) fEH 3 - WA AR Chuen, Eddie, a director of the properties holding subsidiary
AR IELR o of the Company. Other borrowings of HK$8,413,034

repayable within one year were secured by bank fixed
deposits (note 28) and supported by guarantee provided by
the Company.
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31.

FRLFET- A=+ —HILEFE

BORROWINGS (continued)

GROUP (continued)

The ranges of effective interest rates at the balance sheet
date (which are also equal to contracted interest rates) of

the Group's borrowings are as follows:

2007
—eELE —FEA

Effective interest rate per annum:
BRRFR=
Fixed rate borrowings
ERMEE
Floating rate borrowings
FEEE

- 2.86% to 4.18%
= HIBOR+0.62%

to
HIBOR+2.3%

fEEZREEA T EEE :

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

2007 2006
ZEELF —ETRF
HK$ HK$
ET BT

Hong Kong dollar
I - 917,880,958

Euro

(21 - 8,413,034
- 926,293,992

R-FERFE+_A=Z+—BEER ~NEEHF]
\ﬂﬁa MER-_ZETENFHLA=THRE=
—EFEANA=ZFTHZEOMNERALEY  @E
%ﬁ%mmmmm%ﬁ RETEMNENTEF
4.3%%4. 4%u‘|’kk$lj 8 o uTi*'JIEJﬂH:EJ:. n’]ﬂﬁﬁ
EEHAERRAZEEEEEZRABRES -

R-TELFE+-_A=+—8 XEERLEH
B A FIEC Investments Limitedf It & A1 & FH HA &
4 -

During the year ended 31st December, 2006, 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.

As at 31st December, 2007, the Group had no interest
rate swap contract upon the disposal of a subsidiary, IEC
Investments Limited.
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32. B 32. SHARE CAPITAL
2007 2006
—EELF ZETRF
Number Number
of shares HKS$ of shares HK$
B2 H B R & 5 BT
Authorised:
VETE ¢
Ordinary shares of HK$0.1 each
HREE. 1B T i@k
At 1st January
w—HA—H 2,100,000,000 210,000,000 2,100,000,000 210,000,000
At 31st December
R+=-—A=+—~8 2,100,000,000 210,000,000 2,100,000,000 210,000,000
Issued and fully paid:
BEEITRAR
Ordinary shares of HK$0.1 each
FREENE L LiBR
At 1st January
n—HA—H 1,691,171,989 169,117,199 1,691,171,989 169,117,199
Issued
BT 338,000,000 33,800,000 - -
Repurchased and cancelled
5] 8 K2 oF 85 (160,000,000) (16,000,000) - -
At 31st December
Bnt+=—A=+—8H 1,869,171,989 186,917,199 1,691,171,989 169,117,199

FE_EELFELA - THNA T @RESR,
338,000,0000% &= I EHO0. 178 7T 2 AR Al & @M%
VAR BB B T H%0.66/8 TTAC 3 ©

BR_ZTELF+—AZHZEFIRRER  BE
R-_ZEE+FAATBI L EIEFREE R
KRABRMIGIINARBEFRR04SE T (RS HE
776,800,000/ 7T) M A A A £ ZREASM Asia
Recovery (Master) Fund A ASM Hudson River
Fund[el B%160,000,000% & R E 0. 178 T 2 A A
Al o

WEERMDEFEHE ARARREBHITRAE
HWEEROG 2 EHEHEERD - BREFELQA
&0 B4HEN, BEFHBOAEES 28
16,000,000/ 7T 2 B 1R B £ ) & 8 A f% 2N §E Bl
f&5 o [O1 88 It B 15 P % (260,876,521 8 T E 1Bk
OB RAEEBR DAL ARBETR -

By an ordinary resolution dated 24th July, 2007,
338,000,000 ordinary shares of the Company of HK$0.1
each were allotted at a subscription price of HK$0.66 each.

By a special resolution dated 2nd November, 2007,
160,000,000 ordinary shares of the Company of HK$0.1
each were repurchased from ASM Asia Recovery (Master)
Fund and ASM Hudson River Fund, substantial shareholders
of the Company at a subscription price of HK$0.48 (totalling
HK$76,800,000) each in an off-market manner pursuant to
conditional repurchase agreement dated 16th September,
2007.

The repurchased shares were cancelled and accordingly
the issued share capital of the Company was reduced by
the nominal value of these shares. Pursuant to section
49H of the Hong Kong Companies Ordinance, an amount
equivalent to the par value of the shares cancelled of
HK$16,000,000 was transferred from retained earnings
to the capital redemption reserve. The premium paid on
the repurchase of the shares of HK$60,876,521 (inclusive
of expenses of repurchase and cancellation of shares) was
charged to retained earnings.
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AREZ HERERERAT ERBEFE LS

HIEARMBHRRFENAZFBAZGAERE
BXR27 -

B 4035 18 e & A TR 1 1 4
EOhEBREABORFE ZRADHXEERA
R PIEA8B IS K EAHIRE IR

BERBANGEE

RIEFEARKNME ([FE)) 26 BEM KA
B AREBEARMESN —HhRER 2D
BNEEBREREMRERIZFHERER
REEMMEE

RESHREEHEEIHRLEMBEEZ A FERZS) -

For the year ended 31st December, 2007 HEZE-ZZTt+F+-A=+—HILFE

33. RESERVES

GROUP

The amount of the Group's reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 42 to
43 of the financial statements.

Share premium and capital redemption reserve

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

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.

Investment revaluation reserve

Investment revaluation reserve represents changes in fair
value of available-for-sale financial assets.
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For the year ended 31st December, 2007 #E-ZTTtF+-A=+—HILFE A
33. & (&) 33. RESERVES (continued)
AT COMPANY
Retained
Capital earnings/
Share redemption (Accumulated
premium reserve losses) Total
EAREE REEF,
BRGHE ] (REER) Fokc)
HKS$ HK$ HK$ HK$
BT BT T BT
At 1st January, 2006
—TTRF-A—B&E 311,582,062 4,031,600 101,341,230 416,954,892
Loss for the year
REEEE - - (181,798,136) (181,798,136)

At 31st December, 2006 and at 1st January, 2007
—EEXFF+_A=+—H8K
—ETHF-HA—H#&E 311,582,062 4,031,600 (80,456,906) 235,156,756

Profit for the year
NG R T - - 416,651,488 416,651,488

Total recognised income and
expense for the year
REEEEABARFX L - - 416,651,488 416,651,488

Proceeds from shares issued

BTG Z 18 5KIE 189,280,000 - = 189,280,000
Shares issuance expenses

RIDEITHA (8,116,411) - = (8,116,411)
Repurchase of shares

%17 [l s - 16,000,000 (76,876,521) (60,876,521)

At 31st December, 2007

—EELFE+_A=+—HKEE 492,745,651 20,031,600 259,318,061 772,095,312

34. BREEFHE 34. NET ASSET VALUE PER SHARE
REEFEDNBREARAARERSBE AE The calculation of net asset value per share is based on
fhEEFE991,771,361 B T (ZZEEZT N F - the net assets attributable to the equity holders of the
732,331,0458 L) Kk —_EZET+F+_A=+— Company of HK$991,771,361 (2006: HK$732,331,045) and
Az B&8{TEimAR1,869,171,989 (ZEZ/RF : 1,869,171,989 (2006: 1,691,171,989) ordinary shares in
1,691,171,9891%) 5+ & - issue as at 31st December, 2007.
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35. EERIEERE 35.

AEH
EEHENRAEBHEI75% (CEFAF
17.5%) 808 B HK 5P MRS 22 5

AEBANZELEHE(BE) ABEEHNT :

Accelerated tax
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DEFERRED TAX LIABILITIES

GROUP

Deferred taxation is calculated on temporary differences
under the liability method using a principal taxation rate of

17.5% (2006: 17.5%).

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

depreciation Fair value gain Tax losses Total
MERERE NFEEM BEER fit
2007 2006 2007 2006 2007 2006 2007 2006
ZEERLE CITSNE CBERLE CTTSNE CBBHE CTESNE CERtE —IE5E
HKS HK$ HKS HK$ HK$ HK$ HK$ HK$
A B B B B B B B
At 1st January
iz = 5,132,695 2,642,085 64,580,192 64,580,192 (1,212,533)  (343,514) 68,500,354 66,878,763
Charged/(credited) to income statement
RERENR/ GIA) 2,101,454 2,490,610 - - (690,612) (869,019) 1,410,842 1,621,591
Arising from disposal of a subsidiary
RKENBRAIEE (7,234,149) - (64,580,192) - 1,903,145 - (69,911,196) -
At 31st December
R+=A=1+-H - 5,132,695 - 64,580,192 - (1,212,533) - 68,500,354
NR-ZZEELtF+_A=1T—"H XEFBEXK As at 31st December, 2007, the Group has unused tax losses

BAMBEEREIIAZET(ZZEZTNE
21,685,606/ 7C) Al FEEAZSEBEEREZ A
Al AR RERB R G MR o Ehﬁééﬂiﬁﬁi“ﬁlbk
A s F HOR - B UL i S BB B B ERE

of HK$79,412 (2006: HK$21,685,606) 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

HEEE - RBRITEBE A M—JRIEE‘JTET future profit stream. These tax losses do not expire under
CEM RZEAMESAABERECHEAE - current tax legislation. There were no material unrecognised
deferred tax liabilities.

RZTEZELF+_A=+—H ARQREEZERRK The Company had no material unrecognised deferred tax
BRELEHBEERAGB(ZSERF &) o assets and liabilities as at 31st December, 2007 (2006: Nil).
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AREBEBHERH

RZZEZLF+-_A=+—H XEEREDTA
B EHEZ R RKERERALELT

A EH

AEBERBNLIRP—EMFELLERAERH T
MEREME (HE18) - HEMRK—RITE A
PXfRELRS HEHERERFELAES -
RIZEZLF+-_A=Z+—H AKERHER
BEYERKZEEHERS -

36. FUTURE OPERATING LEASE ARRANGEMENTS

As at 31st December, 2007, the Group had future aggregate
minimum lease receipts under non-cancellable operating
leases as follows:

Group

The Group leased its investment properties (note 18) 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 these
leases includes contingent rentals. As at 31st December,
2007, the Group had no future operating lease arrangement
upon the disposal of Honnex.

2007 2006
—EELHF —EETR
HK$ HK$
B BT
Investment properties
REME
Amount receivable
FE WK EE
— Within one year
- —FR - 65,554,831
— In the second to fifth years
-FEFERF - 39,864,243
- 105,419,074
PN/ | Company

72 3 4 AR R 5 R IR 2 AT
ERE YA -

The Company does not have any minimum lease receipts
under non-cancellable operating leases.
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For the year ended 31st December, 2007 HE=-ZT+tH+-A=+—AILFE

MBREREN

RZZFZTLF+ZA=+—8 ' ARA MM BH#E
BELER UHE—H2ENBARERESE
N8 #820,000,000% 7T (ZFZF /X ¢ 15,000,000
EL)Z2ERBME R_ZEZLtF+_A=1+—
AREAREEGER (ZZEZ/XF : £819,0008
&) °

RZTEXF+_A=+—8 KRARIEE:£
EE#J714,000,00078 T2 1R - tEARKEB AR
RE - FHERBZMAREREEmMARTREZ
K —TT+F+ A=+ HERHEER
B - JERED T ERRR o

RIBBBER WERBAREREER  AIAX
ARRAIBEARAFESESNBEBRER -RZZETERF
+—A=+—8 ARAVERERELETZ
ERELHEE TEHEERABEERBERZ
AREMTAR MEBEFRUR - FE+=
RA=+—HBZE&E% 5l %&1,340,000,000% 7T &
11,000,000 7T 2 ¥ 2 K & BATF B R IEHA o

HEREALZRS

BRRUBERREMBOAEEEN  NERERA
FEANDETTIIEREEALRS :

37.

38.

FINANCIAL GUARANTEE CONTRACTS

As at 31st December, 2007, 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$20 million (2006: US$15 million).
As at 31st December, 2007, there was no outstanding
indebtedness (2006: approximately Euro 819,000).

As at 31st December, 2006, the Company has executed a
guarantee to a bank to secure the outstanding indebtedness
due by a disposed subsidiary, Honnex, amounting to
approximately HK$714 million. Upon the completion of
disposal of Honnex on 31st December, 2007, the guarantee
was released.

Under the guarantees, the Company would be liable to
pay the holders of these guarantees if they are unable to
recover the loan. At 31st December, 2006, 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 values of
HK$1,340 million and HK$11 million, respectively at 31st
December, 2006.

RELATED PARTY TRANSACTIONS

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

(a) (a)
2007 2006
—ETtHF —EER
HK$ HK$
B BT
Yu Ming Investment Management Limited (“YMIM")
BHREAEBRERAT (BHIREAERE)
Management fee expense
ERE 13,343,473 13,306,316
Performance fee expense
[B# & 12,207,829 -
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BREBEARNAEZHBREETEAR QA (B
mBKERE BRELEERTEREE
DEHBREEEZIEZTRARAZES)
R—ANtFE=ZREHTZEERRER
—NWhEF=ZA-F+tBHEZERHH
(ROTREEEHH])  FRREEEAE
H—hANA+tE=R=_++BEFEFAR
DEEEREAEEZAEEETE - &
REEEARKEREEEER ¢8RS
REFHRE-BZEEFEL0375% A
EEcER(WE) BRRSENEMERF
B itk 2 BRERZBEB AR A E M ORE
R BAMNBEARERZFEZERF
BEEFE%E 2B HBE 220% ° &t
EREEEBEARRSERE  ARA 2B
ERRR I ERESENAFEATER
BRAFHEEFENEEBRTADLER

E_EZT_F=ZAWH BYBRERIE—H
Hramx((HahHal) TRRTEER S
ZEHBH BEE_ZTZLtF=_A=+—H-
Wramzr TEBREFTE - EE W
ETHERHERAN MAEBEESIRAE
B SHREEEFETREESER - E
M ZERCEACHEABEEFE+ =
A=+—BLUE&EEZZBRRATGE RN (R
RSB AR R ERBRT NE RS
RAzRFEREZ WARH  BRASE
BFA IR EEFHEHRDEBLEHEEZ
20% c M EREEEERNESBAR
ARBlzBE RN h—HMARZEESER
AT ERERSH ETEATETREAR
FHEEFERGAGRBIET R _ZTF
NER-—ZZE+E+-_A=+—0 B2%%
EEBUEKRBESER -

Under the investment management agreement
("Existing Investment Management Agreement”)
approved by shareholders on 27th March, 1997 and
dated 5th March, 1997 between the Company and
YMIM, of which Mr. Fung Wing Cheung, Tony, Mr. Fung
Yiu Fai, Peter and Mr. Lee Wa Lun, Warren were 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 on 27th March, 1997. YMIM
was 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 were not 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 remained unchanged.
Pursuant to the Supplemental Agreement, YMIM
would not be entitled to the incentive fee if the Group
reported an accumulated loss during the term of the
Supplemental Agreement at the time of the incentive
fee computation. Therefore, the incentive fee was
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, exceeded
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 a jointly controlled entity of the Group
would 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, 2006 and 2007, no
incentive fee was charged by YMIM.
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Subsequent to the interim period ended 30th June,
2007, while the Company was negotiating a new
investment management agreement (“New Investment
Agreement”) with YMIM, the Company entered
into interim period agreements (“Interim Period
Agreements”) with YMIM on 31st March, 2007 and
22nd June, 2007 relating to the appointment of
YMIM as the Company’'s investment manager for
an interim period commencing on the expiry of the
Supplemental Agreement, effectively from 1st April,
2007 to 4th August, 2007. The terms of the Interim
Period Agreements are substantially the same as those
contained in the Existing Investment Management
Agreement and Supplemental Agreement, except that
the incentive fee shall no longer be payable to YMIM
during the interim period.

On 22nd June, 2007, the New Investment
Management Agreement was entered into by the
Company and YMIM, which was approved by the
shareholders of the Company on 3rd August, 2007.
Under the New Investment Management Agreement,
YMIM agreed to assist the Board of Directors of the
Company with the day-to-day management of the
Group from (i) earlier of 1st October, 2007; or (ii)
the date immediately following the day on which
the New Investment Management Agreement was
approved by the shareholders to 31st December,
2009. YMIM entitles to a management fee equal to
1.5% per annum of the consolidated net asset value
of the Group attributable to the equity holders of
the Company, calculated and payable in arrears on a
quarterly basis by reference to the arithmetical average
of the consolidated net asset value of the Group
attributable to the equity holders of the Company
on the last day of each calendar month during each
quarter; and a performance fee equal to 20% of the
amount by which the audited consolidated net asset
value of the Group attributable to the equity holders
of the Company of each year ending 31st December,
exceeds (i) if a performance fee has been paid during
the management period, the audited consolidated
net asset value of the Group attributable to the
equity holders of the Company as at the end of the
latest financial year in which YMIM was entitled to a
performance fee; or (ii) if no performance fee has been
paid during the management period, the consolidated
net asset value of the Group attributable to the equity
holders of the Company on effective date of the New
Investment Management Agreement.

On 24th August, 2007, YMIM became an indirectly
wholly-owned subsidiary of Allied Group Limited
("AGL"), a substantial shareholder of the Company. As
at 31st December, 2007, (i) AGL held 27% interests in
the share of the Company; (ii) Mr. Lee Seng Hui, Mr.
Lo King Yau, Edwin and Mr. Arthur George Dew were
common directors of the Company and AGL; and (iii)
Mr. Fung Wing Cheung, Tony and Mr. Lee Wa Lun,
Warren were common directors of the Company and
YMIM.
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38. BAFEEALZRS (&)

(b) I AEBHEBHBREEEZIHAESE
M WIZRETEE R EHESBREER
CHARREBEHERLT 240% - ZSHERH
KREEBERT & EAR706688T (ZF
TNF 896,144 ) c AKEHBARS
HINEERERAZETERE  UHRIMEE
ERNEEENR _TTLF2HBEKA A
398,170/t (ZZZ/NF 1 466,966/570) °
ZEFEERDA AR BRER TR K
Hi &Mz o

(0 AEBEREHBEEEINTRERB
T (ZZTENF 180,000/ 7T) M EL
8 990,000 L (ZFEZE R F : &) o

@) R-BBLE+-A=+—0 AEEESE
IR e

38. RELATED PARTY TRANSACTIONS (continued)

(b) The Group occupies office space of YMIM and
reimburses to YMIM 40% of its office and equipment
expenses in accordance with the Investment
Management Agreement. Such expenses reimbursed
to YMIM during the year ended 31st December, 2007
amounted to HK$706,685 (2006: HK$896,144). The
Group utilised certain staff employed by YMIM and
reimbursed staff costs of HK$398,170 to YMIM for the
year ended 31st December, 2007 (2006: HK$466,966).
Such reimbursed costs are included in “Administrative
and other operating expenses” on the face of the
consolidated income statement.

() The Group has been charged nil administrative fee
(2006: HK$180,000) and advisory fee of HK$990,000
(2006: Nil) by YMIM.

(d) As at 31st December, 2007, the Group had the
following interests in units of the following trusts:

2007 2006
—EBELHF ZETREF
Units HKS$ Units HK$
RE B RE BT
MYM China Trust = = 136.0970 45,424,856
MYM High Yield Bond Trust = = 101.4612 28,615,821

I8 15 56 ¥9 HIMYM Management Limited
(TMYMML ) €18 - B KFEXRER
MYMMLZ EBF - RAAARZEFIRER -

() RIBEXRF+T-_A=T—HERRTEE
B2RITERZHOEM D - HRELLE
ARBcERZCABVITREMBAELR -

() BEZZEREF+_RA=1+—8 BKHFL

EBERAAT —HNBRARIEEEREERA
A ([FERA]) 1R 8 378,460,163/8 7t » E
BXEREAERNARRZEERRRE -
KEEZEFAERR REREBRTEXR
gg °

(e)

()

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.

As at 31st December, 2006, 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 was 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 the director and shareholder
of both Honnex and the Company. The loan to Honnex is
unsecured, interest free and has no fixed repayment terms.
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38. BAFEALZRS (&)

(9)

(h)

0)

()

(k)

HE-_ZTLE+-_A=+—HLEER "
NEEE 2 D&% B Marking Limited 4 B &8
% FH480,000/% 7T (=& =& X 4 : 480,000/8
JL) ° #&B$2 % 4 AMarking Limited Z B ER ©

—EEHFLA=ZH ARA—HEA AR
RAREERKELERGREBELEES
Z—HEARNIVERGEERRZLERR
61.22% M Az - KB AR £372,000,000
B —TELFENANB BIBREH
BEHERS RHER=ZZFTZTLF+=A
=+—HTK REIFE2HKZ -

HE-_ZTLE+-_A=+—HLEER "
ARl EEZEREHESEBER QA 2K B
RAFMBERERBER QBRI Z
BHEXSGWHRAEERI15,8918 7T °

BE—_SZE+F+tA-+THHZEHESH
FONMBERERBERAR (RAAAE
REF—EAXZRE-FEREEGRAE ([
WED) ZHBAR) AR R RRERDRE
AR 75 K Y BR B & & 497,800,000/ 7T - {E A
1% 5 1%0.66% 7T B £338,000,000/% &K 2 A
B TFEBIIREEZRBE -

RZZEZTELFE+—A+~8 ARaaa—
MNB AR MBAEE (ARREERE
2 —) B — A I & & 7] — ¥7% & & A60,000
3). BridgefT BT RKER EEAR
299,999,000 H 7t (421,000,000 7T) ©

38.

(9)

(h)

0]

(k)

RELATED PARTY TRANSACTIONS (continued)

During the year ended 31st December, 2007, consultancy
fee of HK$480,000 (2006: HK$480,000) were charged by
Marking Limited, a minority shareholder of the Group. Mr.
Yu Kwok Chuen, Eddie is a shareholder of Marking Limited.

On 3rd July, 2007, a subsidiary of the Company entered
into a conditional sale and purchase agreement with a
company (“Purchaser”) owned by Mr. Fung Wing Cheung,
Tony and Mr. Fung Yiu Fai, Peter, who are the Directors of
the Company, to sell 61.22% equity interests of Honnex at
a consideration of HK$372 million in cash. On 9th August,
2007, independent shareholders approved this transaction.
The transaction completed on 31st December, 2007 and the
consideration was fully received.

During the year ended 31st December, 2007, commission
expenses of HK$ 915,891 were charged by Sun Hung Kai
Investments Services Limited, a subsidiary of Allied Group
Limited, a substantial shareholder of the Company, for
securities transactions entered into.

Under the placing agreement dated 25th July, 2007, Sun
Hung Kai Investment Services Limited, a subsidiary of
Sun Hung Kai & Co Limited ("SHK"), a then substantial
shareholder of the Company, provided placing services to
the Company and received a placing fee of approximately
HK$7.8 million for placing 338,000,000 shares of the
Company to independent investors at a price of HK$0.66
per share.

On 16th November, 2007, a subsidiary of the Company
purchased from SHK, a subsidiary of AGL which is a
substantial shareholder of the Company, 60,000 warrants
issued by J. Bridge at a consideration of JPY299,999,000
(equivalent to approximately HK$21 million).
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39. RERSHRERMT 39. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT
M HENBLAARER—CRIESEEK 39.1 Disposal of a subsidiary, Honnex - Discontinued
operation
2007
—EZTLHF
HK$
B
Net assets disposed of:
HEZEEFE:
Investment properties
REME 1,347,244,640
Trade receivables
R 1,093,350
Other receivables and deposits paid
BT E fth 8 WOk R iR & 656,813
Cash and cash equivalents
RekBREEED 3,438,237
Other payables, accrued expenses and deposits received
WA M R BRI E RIR® (22,701,883)
Taxation payable
JE A5 B K (29,208,528)
Bank borrowings
RITEE (697,000,000)
Deferred tax liabilities
RERIEEE (69,911,196)
Loan from minority interest
LHRFIERE R (32,144,971)
Minority interests
DB R (166,328,375)
335,138,087
Gain on disposal of a subsidiary (Note 12)
i & — T B A B2 Wess (BT eE12) 36,489,913
Net consideration
KEFHE 371,628,000
Satisfied by cash
AR & A
Consideration
RE 372,000,000
Direct cost of disposal
HEHEKAR (372,000)
Net consideration
REFHE 371,628,000
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g T
39. FERSRERM T (F) 39. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)
39,1 HE—HMBARERERE — SR LKEEK 39.1 Disposal of a subsidiary, Honnex — Discontinued
(&) operation (continued)
TE—HHBAR R RASEEBWTF An analysis of net inflow of cash and cash equivalents
MADITT : in respect of the disposal of a subsidiary is as follows:
2007
—ETLHF
HK$
ET
Net consideration
REFH 371,628,000
Cash and bank balances disposed
HEZRE KRS EBMER (3,438,237)
Net inflow of cash and cash equivalents in
respect of the disposal of a subsidiary
HE—RNBRARAIZRERRSEB/BWERA 368,189,763
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39. MEBHEHRERME(E) 39. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)

392 HE—HKHBATIECKR —HARRESE 39.2 Disposal of a subsidiary, IEC, and a jointly
AT EMNEBR B EE controlled entity, AWE
2007
—EELF
HK$
Er
Net assets disposed of:
HEZEEFRE:
Interests in a jointly controlled entity
RERZE#ESENAIER 2,613,024
Available-for-sale financial assets
AHHENBEE 352,941,176
Other receivables and deposits paid
BT E At JE Wk Rz & 65,421,358
Loan to minority interest
HOBBRRERER 25,600,000
Cash and cash equivalents
RekBREEED 20,911,615
Other payables, accrued expenses and deposits received
EWE A R - BRI RS (3.638,653)
Bank borrowings
RITEE (167,300,861)
Loan from minority interest
LERREREE R (88,063,992)
Minority interests
LB R S (44,869,862)
163,613,805
Gain on disposal of a subsidiary and a jointly controlled entity
HE-—HBAR R —HHEEIZEESEQF 2 Wa 16,206,190
Net consideration
REFR 179,819,995
Satisfied by cash
AR & 2 A
Consideration
RE 180,000,000
Direct cost of disposal
BEEEXAR (180,005)
Net consideration
REFHE 179,819,995

Annual Report 2007
2 F LA FE R
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392 HE—RBEHEBATIECR —BAREESE

R 2 M B R 1 AR ()

HE — KB AR R
AZRERREEEWFRA

—HARZEERER
DT

39.

—RREFTAST—HIEEER

NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)

39.2 Disposal of a subsidiary, IEC, and a jointly
controlled entity, AWE (continued)

An analysis of net inflow of cash and cash equivalents
in respect of the disposal of a subsidiary and a jointly
controlled entity is as follows:

2007
—ETLHF
HKS$
BT
Net consideration
REFR 179,819,995
Cash and bank balances disposed
EEZReRREEEMHER (20,911,615)
Net inflow of cash and cash equivalents in
respect of the disposal of a subsidiary and a jointly controlled entity
HE—MBRARAKARAZEEGEARZRERRSEEBMWERA 158,908,380

40.

EkEERNORBE

AEERELLERRERDTRBEERAZER
TA®EYHEEMBER 'H/”:lJE”‘ﬁ%H - M
R RkETEMERRRERR  AEE A
HEEEAF HRER MEEEI{’E VEBEE
BMERERTH AR  BOERAKE ZFE
HEESRE RBVBRENAEENRIERA
ol # -

AEEHMHENEIEHBRARINT - KEE D ET
T BEERBBREHNHFEL0.7

40.1 ShEELBR

KEBRBABOZZIANBTHET - EEEX

BEERRERNEE2KRE  MERERELTEN
BE SRASMHEE Hal XTkE
BEHE -

40. RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to market risks through its use of
financial instruments and specifically to currency risk,
interest rate risk and certain other price risks, which result
from both its operating and investing activities. The Group’s
risk management is coordinated at its headquarters, in close
co-operation with the Board of Directors, and focuses on
actively securing the Group’s short to medium term cash
flows by minimising the exposure to financial markets. Long
term financial investments are managed to generate lasting
returns.

The most significant financial risks to which the Group is
exposed are described below. A summary of the Group’s
financial assets and liabilities by category is shown in Note
40.7.

40.1 Foreign currency risk

Most of the Group’s transactions are carried out in
HKD. Exposures to currency exchange rates arise
from the Group’s investments, which are primarily
denominated in Japanese Yen, Malaysian Ringgit, New
Taiwan Dollars, US-Dollars and UK-Pounds.
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40. B EEBEEHNRBR (&) 40. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

40.1 ShEEELBE (48)

MONEHEZMBEERBBARKRB XK

40.1 Foreign currency risk (continued)

Foreign currency denominated financial assets and

HEEBITWT liabilities, translated into HKD at the closing rate, are
as follows:
2007
—EELF
HK$°000
FET
JP¥ MYR NT$ us$ AUS Others
BRAE
HE ME il ER BT Hit
Financial assets
MEEE 49,514 64,243 27,079 - 5,647 =
Financial liabilities
HHas - - - (3,900) = =
Short-term exposure
2 HA [= b 49,514 64,243 27,079 (3,900) 5,647 -
Financial assets
MEEE - - = 15,617 = 593
Financial liabilities
BB EaE - - - - - -
Long-term exposure
A R - - = 15,617 - 593
2006
ZEEREF
HK$°000
FAT
JP¥ MYR NT$ us$ AU$ Others
5P il
S| M e =TT RIT HAh
Financial assets
MEEE - = = 17,745 = =
Financial liabilities
BB EaE - - - - - -
Short-term exposure
52 H R R - = = 17,745 = =
Financial assets
MEEE - - = 78,456 = 4,249
Financial liabilities
BB EaE - - - - - -
Long-term exposure
A R = = = 78,456 = 4,249
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40. RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

40. EkEER R BE (&)

40.1 ShEEEL B (4]) 40.1 Foreign currency risk (continued)
TRINHEAEREEBAEBEERAR
ZEBEBE - ERATMEFRFRFTEE 2
[EEEAIBAEEE  REEBEEHN (K
REEF) RIFEEREMKD 2L EE) -

The following table indicates the approximate change
in the Group’s profit after tax (and retained earnings)
and other components of consolidated equity in
response to reasonably possible changes in the foreign
exchange rates, Japanese Yen, Malaysian Ringgit and
New Taiwan Dollars, to which the Group has significant
exposure at the balance sheet date.

2007 2006
—EBtHF —ZEER
Increase/ Effect on Increase/ Effect on

(decrease) profit after Effect on (decrease) profit after Effect on

in foreign tax and other in foreign tax and other

exchange retained components exchange retained components

rates earnings of equity rates earnings of equity

HHz HiEs iz Y

SEEER EIRRE Htbm o SMEFER R FIRRE H At B 5

#g/Rd) BIzEE ZEE /R BzE a7

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

FAET FET FET FET

JP¥
H 10% 4,085 - 10% N/A A3 N/A A~ jiE
JP¥

H 10% (4,085) - 10% N/A A3 N/A A~ jiE
MYR

5 R P8 R M E K 4% 2,120 - 4% N/A i A N/A i@ A
MYR

B MR E (4%) (2,120) - (4%)  N/ATi@EA N/A i@ A
NT$

e 3.5% 782 - 3.5% N/A i A N/A i@ A
NT$

el (3.5%) (782) - (3.5%) NAT@EMA N/A i@ A

EREREESNEDBREERRY
EREHAES YEEARNSEAREE
RARTEXBEFEZFERFNES
MIAZ SHER M—IEGEH (AR
RFIE) BT -

The sensitivity analysis has been determined assuming
that the change in foreign exchange rates had
occurred at the balance date and had been applied to
each of the Group’s entities’ exposure to currency risk
for the non-derivative financial instruments in existence
at that date, and that all other variables, in particular
interest rates, remain constant.
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40. B EEBEEHNRBR (&) 40. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)
40.1 S EL B (48) 40.1 Foreign currency risk (continued)
Fril e is sl EHIINEEXEBEEET
—FEHEARILABMZAEIEE T
e ERATZIIZOMEREAEEZEE
BLEREEEBEER 2T ERATE (R
EWEN BREFAZEXHBRABET)
ZBRB BN EER AR E -

The stated changes represent management’s
assessment of reasonably possible changes in foreign
exchange rates over the period until the next annual
balance sheet date. Results of the analysis as presented
in the above table represent an aggregation of the
effects on each of the Group entities’ profit after
tax and equity measured in the respective functional
currencies, with the estimated changes then translated
into Hong Kong dollars at the exchange rate ruling at
the balance sheet date for presentation purposes.

40.2 R = = B 40.2 Interest rate risk

AEEBBRRTHS RRIDHHET 8
2 {4 B E 5 F K (BT o 2 % i e)
FHER - N _PEAF+_A=1—8

The Group is exposed to changes in market interest
rates through its cash at banks and borrowings at
floating interest rate, which are subject to variable
interest rates. At 31st December, 2006, the Group
had significant interest-bearing borrowings issued at
variable rates.

TRIHMEAEREERAEEEEARAR
ZMEEIBAIE R  NREBBLEN (R
BAEN) 2BHES -

The following table indicates the approximate change
in the Group’s profit after tax (and retained earnings)
in response to reasonably possible changes in the
interest rate, to which the Group has significant
exposure at the balance sheet date.

2007 2006
—ETLHF —EERE

Effect on Effect on

Increase/ profit after Increase/ profit after

(decrease) tax and (decrease) tax and

in interest retained in interest retained

rates earnings rates earnings

HE % &

F = AR R E Fl= & M R AR B

#m, CRa) BRzgE #mmn/ 0nd) BNz 2

HK$°000 HK$°000

FET FHET
Cash at banks

RITH S 1% 5,060 1% 1,534
Cash at banks

RITIRE (1%) (5.060) (1%) (1,534)

Borrowings
= 1% = 1% 7,641
Borrowings
BE (1%) - (1%) (7,641)
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E 2 EE B 8 REE (F)

40.2 7| 2= &b ()

RZZEELF+-_A=+—HMEHAEHRE
Ht BRI TET  MRBERBLEA Tk
1% °

EETHREDNE HRENEEH DN
BHEL YERARZACHFEZITAR
FTEESRMTAZAXER - FEEE EFA
S THI%EEREEFXEHEEET —
FEAERRIHBZ AR e Z B4
ZEDRE - BT RNFHER 2 EEETT -

40.3 IR 1E E k&

AEBEEHINEEEE S RAHKENK
BEZRAKREEEZREZD AR - FE
BEMER B 2 FHEERI AR SREY
RETm-

AEEZ EHREZIELEMMAETE T
By R /BRRM - FETHEEAR
BZEMBREDERERIERENERE
VEHEREHASEH KA -REMAGR
BAKERERBETED M LIEDATRE -

TRIGEAERREERASEFERAR
ZHEBRETESEARED Mol BAE
EHREN (RREEN) RS H M
By 2 BHES -

40. RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

40.2 Interest rate risk (continued)

40.3

At 31st December, 2007, it is estimated that a general
increase/decrease of 1% in interest rates, with all other
variables held constant.

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the balance sheet date and had been
applied to the exposure to interest rate risk for both
derivative and non-derivative financial instruments
in existence at that date. The 1% increase/decrease
represents management’s assessment of a reasonably
possible change in interest rates over the period until
the next annual balance sheet date. The analysis is
performed on the same basis for 2006.

Equity price risk

The Group is exposed to equity price changes arising
from equity investments classified as trading securities
and available-for-sale financial assets. Other than
unquoted securities held for strategic purposes, all of
these investments are listed.

The Group’s listed investments are primarily listed on
the stock exchanges of Hong Kong, Kuala Lumpur,
Tokyo, Taiwan and Australia. Listed investments held in
the available-for-sale portfolio have been chosen based
on their long term growth potential and are monitored
regularly for performance against expectations. The
portfolio is diversified in terms of industry distribution,
in accordance with the limits set by the Group.

The following table indicates the approximate change
in the Group’s profit after tax (and retained earnings)
and other components of the consolidated equity in
response to the reasonably possible changes in the
relevant stock market prices, to which the Group has
significant exposure at the balance sheet date.
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40. A EE B W RBUER (&) 40. RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)
40.3 RERE (&) 40.3 Equity price risk (continued)
LTES Listed securities
HELrmMESFMECEENEEE  KEEH In response to the reasonably possible change in
RETMBS(PETETR) Z2BREBUT the market price of the listed securities, the Group’s
Rk - investment in listed securities excluding derivatives has
the following exposures:
2007 2006
—EELF —ETRF
Increase/ Effect on Increase/ Effect on
(decrease) profit after Effect on (decrease) profit after Effect on
in securities tax and other in securities tax and other
market retained components market retained components
price earnings of equity price earnings of equity
HH% HiEs iz SR
HEME HEIRRE Hts o BHRME ORMRRHE HAbpk 2
g/ (Rd) BIZEE ZEE N/ Chd) Bz a7
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FET FET
Hong Kong market 10% 10,711 3,849 10% - 2,857
BEETS
Hong Kong market (10%) (10,711) (3.849) (10%) - (2,857)
BEETS
Taiwan market 10% 2,234 - 10% N/A N/A
BEm% N 3E A 3 A
Taiwan market (10%) (2,234) - (10%) N/A N/A
BEm% N 3E A 3 A
Japan market 10% 570 - 10% N/A N/A
=RNR N 3E A 3 A
Japan market (10%) (570) - (10%) N/A N/A
=RNR N 3E A 3 A
Australia market 10% 465 - 10% N/A N/A
SN T 5 N 3E A 3 A
Australia market (10%) (465) - (10%) N/A N/A
SN T % N 3E A 3 A
Malaysia market 10% 5,300 - 10% N/A N/A
BRFA R Mm% N 3E A 3 A
Malaysia market (10%) (5,300) - (10%) N/A N/A
BRFA R Mm% N 3E A 36 A
US market 10% 322 - 10% 1,409 7,911
EBT%
US market (10%) (322) - (10%) (1,409) (7,911)
£EH5
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For the year ended 31st December, 2007 &%=

40. EMREEBEEHNRBR (&) 40. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

40.3 IRER B (&)

FE_F TR AR 4

K &) BridgelR th ME 2 A E A L& - &
SERFLMRBEIEZHEBUTRAR

40.3 Equity price risk (continued)

Unlisted warrants

In response to the reasonably possible change in
the market price of the J. Bridge shares, the Group'’s
investment in unlisted warrants has the following

exposures:
2007 2006
—EELEHF —ETRF
Increase/ Effect on Effect on
(decrease)  profit after Effect on Increase/ profit after Effect on
in tax and other (decrease) tax and other
underlying retained components in underlying retained components
share’s price earnings of equity share's price earnings of equity
(Note)
(H1Et)
HE% HER HEE HiEn
HERE RAIRRKRE H 5 2 IfEE BT&%IJM%EE H ARk 5
gmCRD) BIzgE ZEE BN CRd)  BAzZRE TB
HK$'000 HK$°000 HK$°000 HK$'000
FET FET FET FET
10% 13,820 - 10% N/AT 5 A N/AT 3 A
(10%) (13,820) - (10%) N/AA 3 N/A 3
2= iR B & A4 Equity forward contracts
HEMRBRNOTMEBZAERGEEE » NER In response to the reasonably possible change in the
NIEERBHEHNZEEEIATRRE : market price of the underlying shares, the Group’s
investment in equity forward contracts has the
following exposures:
2007 2006
—EELHF ZEERE
Effect on Effect on
Increase/ profit after Effect on Increase/ profit after Effect on
(decrease) tax and other (decrease) tax and other
in underlying retained components in underlying retained components
shares’ prices earnings of equity  shares’ prices earnings of equity
(Note)
(Htat)
HH % HRER iz YiiEm
HERE HARRKRE Hi R o HEKRE RN RRE HAh K 5o
®/mCRd) BIZE ZEE BN BAzZEE pa-Z -
HK$'000 HK$’000 HK$°000 HK$°000
FET FET FET FET
10% 16,303 - 10% N/ATT 3 A N/AT 3 A
(10%) (24,163) - (10%) N/AT3E A N/ATNE A
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40. B EBEEHNRBER (&) 40. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

40.3 B E R b (&) 40.3 Equity price risk (continued)

REEHE# (E)

EEEGREITEIBRIBEMEXE
tHMARREBERNEHRELE WEES
RZBEEREZRERR - Lt EBIEEIEE
H*ﬁﬁﬁhmh%ﬁﬂﬁ@ﬁﬂ“’“%ﬁ&ﬁi"l’
—SFEHERRILHRZ SRR LR BT

Equity forward contracts (continued)

The sensitivity analysis has been determined assuming
that the reasonably possible changes in the stock
market price or other relevant risk variables had
occurred at the balance sheet date and had been
applied to the exposure to equity price risk in
existence at that date. The stated changes represent
management’s assessment of reasonably possible
changes in the relevant stock market index or the
relevant risk variables over the period until the next
annual balance sheet date.

AEHIFI—"ZEZ+F+_A=+—HBItH&F In response to the volatile stock market subsequent
f{éﬂxmibg : $%@E/\\\H§5—‘—E\‘§§q/ﬁ\?"]2?ﬁ to the year end date of 31st December, 2007, the
BEHEUTER Group's investment in equity forward contracts has the
following exposures:
2007 2006
—EELHF ZETRF
Effect on Effect on
Increase/ profit after Effect on Increase/ profit after Effect on
(decrease) tax and other (decrease) tax and other
in underlying retained components in underlying retained components
shares’ prices earnings of equity  shares’ prices earnings of equity
(Note)
(Htat)

B #E HREE iz s
HERE HARKRE Hit o AR A A 1?‘; & A R AR B HAn K 5
2/ (R BRZEE Z&e N/ Rl Bz 228 B
HK$°000 HK$°000 HK$'000 HK$'000
FET FET FET FET
30% 33,186* - 30% N/AT 3 A N/AA3E
(30%) (98,305) - (30%) N/ATT 3 A N/AT 3
20% 28,453* - 20% N/AT3E A N/A3E
(20%) (65,536) - (20%) N/AT 5 N/A 33
* AR E £ F30% R20%E - 20 & i3 L @ When the underlying shares’ prices increased by 30%

and 20%, some of them triggers the knock-out prices
and the contracts will be terminated. This analysis only
shows the effect up to the knock-out prices.

BEMAMAORBEL © AT EERR
EHBEIVE -

Kt - RBERES @Jﬂﬁﬁﬂizﬁﬁﬁ%xﬁﬁgﬁﬁ {54 Note: The financial effect resulting from changes in underlying

ERAEBRABEYR _ST+E&+—- A shares’ prices represented the theoretical change in
SH—AEEE FARZEHANRD fair value of all underlying equity securities under the

cnETA e outstanding equity forward contracts and the warrant
Hﬁ%ﬁ:‘f PAAMBAES L A FEE contract as if all these equity securities were acquired
MR  ZEREEHEMHA LT —

as at 31 December 2007. These pro forma information
E—J}iﬁgﬁii’;ﬁxzﬁ a2 AFEEEFH LR is for illustrative purposes only and is not necessarily
an indication of the fair value change in these equity
securities and results of operation of the Group that
actually would have been achieved had the acquisition
of these equity securities been completed at the balance
sheet date, nor is it intended to be a projection of future
result.

HKEATKBARERAESEBERLT A
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FB2EME-XZHF 7 REMARR
ZEFITHEZEMNEREERR - RBE
EREMEMYBEEZEERRTKRS
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Rz BEBERTT
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BERPRAFEBRSRL  UWEBRERS
MBETHRE AKBRAERERYES
FR - ABABERA=ZANTROEHAR

40. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

40.4 Credit risk

40.5

The Group’s exposure to credit risk is limited to the
carrying amount of financial assets recognised at the
balance sheet date, as summarised in note 40.7.

The Group continuously monitors defaults of customers
and other counterparties, identifies either individually
or by group, and incorporates this information into its
credit risk controls. Where available at reasonable cost,
external credit ratings and/or reports on customers
and other counterparties are obtained and used.
The Group’s policy is to deal only with creditworthy
counterparties.

The Group’s management considers that all the above
financial assets that are not impaired for each of the
reporting dates under review are of good credit quality.

None of the Group’s financial assets are secured by
collateral or other credit enhancements.

In respect of trade and other receivables, the Group is
not exposed to any significant credit risk exposure to
any single counterparty or any group of counterparties
having similar characteristics. The credit risk for
liquid funds and other short-term financial assets is
considered negligible, since the counterparties are
reputable banks with high quality credit ratings.

Liquidity risk

The Group manages its liquidity needs by carefully
monitoring scheduled debt servicing payments for
long-term financial liabilities as well as cash-outflows
due in day-to-day business. Liquidity needs are
monitored on a day-to-day basis. Long-term liquidity
needs for 360-day lookout period are identified
monthly.
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40. Bl EEBEEHNREBR () 40. RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

40.5 7B E € Ak (&) 40.5 Liquidity risk (continued)
REBHERFRARHNESUTEZERNRRE The Group maintains cash and marketable securities
Z=FR2RnBESEFR BN ERVEE to meet its liquidity requirements for up to 30-days
EAHBEEREREERAMBEE 28 periods. Funding for long-term liquidity needs is
NRENRARBESTE - additionally secured by an adequate amount of

committed credit facilities and the ability to sell long-
term financial assets.

RZEBEELE+_A=+—HBRZZEEX As at 31st December, 2007 and 31st December,
F+ZA=+—RH rEBEXRBEHIHA 2006, the Group’s financial liabilities have contractual
M BEERENT maturities which are summarised below:
Current Non-current
T E T E
Within 6 to 12 1to5 Later than
6 months months years 5 years
6EAR 6Z12{@ A 1£54F 5F L E
HK$ HK$ HK$ HK$
BT BT BT BT

At 31st December, 2007
RZZEZE+FE+_A=+—H
Other payables
H th & {5 5% 21,682,911 - - -
Financial liabilities at fair value
through profit or loss
BAFEIRIERRRRRE
2B aE 3,900,000 - - -

25,582,911 - - -

At 31st December, 2006
RZTERNF+=ZA=+—H
Other payables

H th & {5 5% 20,469,316 = = =

Borrowings

BE 19,161,087 19,161,087 794,000,000 93,971,818

Loans from minority interests

SERRERE N - = 120,172,611 =
39,630,403 19,161,087 914,172,611 93,971,818
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40. RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

40.6 Fair values

FFAEEMIACZEKRSHEEER_TT+ All financial instruments are carried at amounts not
ENZEBEERNE+_A=+—B2ZA¥E materially different from their fair values as at 31st
mAHA December, 2007 and 2006.
40.7 RERIIN Rz B EEHEEBHE 40.7 Summary of financial assets and liabilities by
category
2007 2006
—EELHF —EETRE
HK$ HK$
Er BT
Non-current assets
EMENEE
Available-for-sale financial assets
AHLERBEE 54,703,460 464,219,216
Current assets
mENE E
Trade and other receivables
42 T B A R Ok IE 1,037,143 100,554,124
Available-for-sale financial assets
A EM S EE 780 663,000
Loans to minority interests
DEUR R B 18 = 25,600,000
Financial assets at fair value through profit or loss
BRAFEIRIERRRRER B EE 286,635,293 17,082,000
Other restricted deposits paid
HMBRH2EMiZRe 24,013,552 =
Pledged bank fixed deposits
BHEFRITEAFR - 10,537,895
Cash and cash equivalents
RERREEBY 652,174,260 142,878,833
963,861,028 297,315,852
Non-current liabilities
FERBEE
Borrowings
BE = 887,971,818
Loans from minority interests
2 GE 6N = 120,172,611
- 1,008,144,429
Current liabilities
mEN e &
Other payables and accrued expenses
Hib R SRR B R 21,682,911 20,469,316
Financial liabilities at fair value through profit or loss
BRAFEIRIERRRERZMBEE 3,900,000 =
Borrowings
BE - 38,322,174
25,582,911 58,791,490
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41. EXEBRRRRER 41. CAPITAL MANAGEMENT POLICIES AND
PROCEDURES
AREB ZEARAEBBEIZE: The Group's capital management objectives are:
(i) MBRAEBERENUSELCEEESE: & (i) to ensure the Group’s ability to continue as a going
concern; and
(i) AERFRETHER - (i) to provide an adequate return to shareholders
REBTHREGEHNTERELERERE - The Group actively and regularly reviews and manages its
£ A = 7K 18 5RAT A8 B A R = AR SR B $R /Y capital structure to maintain a balance between the higher
B REEBEENKAZHEDS RRE - I shareholder returns that might be possible with higher levels
E FEAE AR R A E AL o of borrowings and the advantages and security afforded
by a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions.
RNEEREEE IR E LB L O 2 R The Group sets the amount of equity capital in proportion
RER - REER 2 EREEZERE R0 to its overall financing structure. The capital-to-overall
N financing ratio at balance sheet date was as follows:
2007 2006
—EZLHF —ETRF
HK$ HK$
BT BT
Capital
=
Total equity
i 991,771,361 924,716,644
Overall financing
BERE
Borrowings
BE - 926,293,992
Other loans
H A & 3K - 120,172,611
- 1,046,466,603
Capital-to-overall financing ratio
EARHEBRME L X 1:0 0.88 : 1
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Year ended 31st December,
BE+t=-A=+—HLFE

2003 2004 2005 2006 2007
—ET=F —ETWEF —ETREF —ETR —EELHF
HK$ HK$ HK$ HK$ HK$
Vv BT BT BT BT
Results:
E g
Profit/(loss) attributable
to equity holders
of the Company
RRFREREA
FEIEER, (B18) 143,401,200 39,377,902 144,661,745 (155,693,187) 145,203,865
As at 31st December,
R+=—HA=+—H
2003 2004 2005 2006 2007
—ET=F —ETWEF —ETREF —ETR —EEEHF
HK$ HK$ HK$ HK$ HK$
Vo BT BT BT BT
Assets and liabilities:
BEERER:
Current assets
MEBAE 536,628,076 190,230,695 54,829,341 297,894,805 963,861,028
Total assets
BERE 808,951,310 809,103,071 1,806,720,712 2,103,552,669 1,018,564,488
Current liabilities
mEE & 107,724,723 47,578,233 49,189,066 87,400,044 26,793,127
Total liabilities
AafEesE 107,724,723 47,578,233 753,984,097 1,178,836,025 26,793,127
Equity
e 701,226,587 761,524,838 1,052,736,615 924,716,644 991,771,361
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