NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

1. GENERAL

The Company is a public listed company incorporated in
Bermuda as an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong Limited
(the ““Stock Exchange’’).

The Company’s principal activity is investment holding and the
activities of its principal subsidiaries, associates and jointly
controlled entities are set out in notes 50, 51 and 52 respectively.

2. ADOPTION OF HONG KONG
REPORTING STANDARD

FINANCIAL

In the current year, the Group has adopted, for the first time, the
following Hong Kong Financial Reporting Standards
(‘““HKFRS”’) issued by the Hong Kong Society of Accountants
(‘““HKSA’’). The term HKFRS is inclusive of Statements of
Standard Accounting Practice (‘°“SSAP(s)’’) and Interpretations
approved by the HKSA:

Income Taxes

In the current year, the Group has adopted SSAP 12 (Revised)
““Income Taxes’’. The principal effect of the implementation of
SSAP 12 (Revised) is in relation to deferred tax.
years, partial provision was made for deferred tax using the

In previous

income statement liability method, i.e. a liability was recognised
in respect of timing differences arising, except where those
timing differences were not expected to reverse in the
foreseeable future. SSAP 12 (Revised) requires the adoption of a
balance sheet liability method, whereby deferred tax is
recognised in respect of all temporary differences between the
carrying amount of assets and liabilities in the financial
statements and the corresponding tax basis used in the
In the
absence of any specific transitional requirements in SSAP 12
(Revised),

retrospectively. Comparative amounts for 31st December, 2002

computation of taxable profit, with limited exceptions.

the new accounting policy has been applied
have been restated accordingly. The cumulative effect of the
adoption of SSAP 12 (Revised) as at 1st January, 2002 are
summarised below:

RA#% SR 3R BT X

BRE-_ZF=F+-_HA=+-—BLFA

1. —ER

AN R — A FSERE MR R 2 e
IRAFZ AR EHAFE > RN EERS
RoFTERATE ("B ) B -

RNFEZ FEZER R B - T FE
BT ~ B A E] R LRI B RS 2 S o)
HUBRHAEE 50 ~ 51 52 52 ©

2. RMEEMBHREEL

AR A AR B KR TS A U e Al
g (TEIRAE ) BAZEBY RS
HER (T I B HER ) o B RS HER
NABEGHAA gt s gt BB EN
(TEEtEBYEN ) Rk -

iz,

AREEEAAFE L H RIS ST E B HERZE 12
e CRUERT ) TRrfeit, - BUTEEHEBE
FEE 12 e (REIERT ) & R E BB EIRIER
AR - AR - RERIE DR
BRI B - B2 BUAE AR IR e e
R ff - BRIETHIIRL S RE 22 A Er e ] Rk
[mH o AT E A HEAISE 12 e (RERT ) M
ERMEEARRAME  BIGRENE))
VT A 7 e v o B 5 R PR TR B
JERRBLHR AT F o PR B o2 i) — BT IRy 722
FmuEEe - EEETHIMEN - R EEHE
BEAHEREE 12 6 ( RCAERT ) AT o aE i
EETERSL > N EBWIE R & BoR - —
ZEF A= HZ BT EAEE
HY o PRANEETHE AR 12 6k (A8
CHIDE - = Suntc Sy E Rl = o arap-Z - 4 /ol
R

—RER=FFR




RAFE R 3R 5E

BE-FE=4+-A=+—-BLER

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2003

2. ADOPTION OF HONG KONG S ETERE 28 (8 )

REPORTING STANDARD (cont’d)

FINANCIAL 2.

Adjustment
As increase
originally (decrease)
stated ARG As restated
E%l (Fd) £
HK$’000 HK$’000 HK$°000
FHET FHET FHET
Investment properties wEYIH
revaluation reserve AL 8,246,293 1,067 8,247,360
Retained profits | 2,209,820 103,202 2,313,022
Total effect on equity Eal it )7 10,456,113 104,269 10,560,382
Negative goodwill EfHpgE (324,538) 50,274 (274,264)
Interests in associates s I\ FRE R 1,569,216 (42,202) 1,527,014
Deferred tax assets IRAEFIE A = 112,717 112,717
Deferred tax liabilities ARAERTIE 4 {6 - (16,520) (16,520)

The adoption of SSAP 12 (Revised) has resulted in a decrease in
the profit of approximately HK$21,268,000 for the year ended
31st December, 2003 (2002: an increase in the loss of
HK$18,850,000).

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of certain
properties and investments in securities.

The financial statements have been prepared in accordance with
accounting principles generally accepted in Hong Kong. The
principal accounting policies adopted are set out below:

Basis of consolidation

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

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of
disposal, as appropriate.

All significant inter-company transactions and balances within
the Group are eliminated on consolidation.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Goodwill

Goodwill arising on consolidation represents the excess of the
cost of acquisition over the Group’s interest in the fair value of
the identifiable assets and liabilities of a subsidiary, associate or
jointly controlled entity at the date of acquisition. Goodwill is
capitalised and amortised on a straight line basis over its useful
economic life. Goodwill arising on the acquisition of an
associate is included within the carrying amount of the associate
or jointly controlled entity. Goodwill arising on the acquisition

of subsidiaries is presented separately in the balance sheet.

Negative goodwill

Negative goodwill represents the excess of the Group’s interest
in the fair value of the identifiable assets and liabilities of a
subsidiary, associate or jointly controlled entity at the date of

acquisition over the cost of acquisition.

Negative goodwill is presented as a deduction from assets. To
the extent that such negative goodwill is attributable to losses or
expenses anticipated at the date of acquisition, it is released to
income in the year in which those losses or expenses arise. The
remaining negative goodwill is recognised as income on a
straight line basis over the remaining average useful life of the
identifiable acquired depreciable assets. To the extent that such
negative goodwill exceeds the aggregate fair value of the
acquired identifiable non-monetary assets, it is recognised as

income immediately.

Negative goodwill arising on the acquisition of an associate or
jointly controlled entity is deducted from the carrying value of
that associate or jointly controlled entity. Negative goodwill
arising on the acquisition of subsidiaries is presented separately
in the balance sheet as a deduction from assets.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s
balance sheet at cost less any identified impairment loss.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Interests in associates

The consolidated income statement includes the Group’s share of
the post-acquisition results of its associates for the year. In the
consolidated balance sheet, interests in associates are stated at
the Group’s share of the net assets of the associates less any
identified impairment loss.

The results of associates are accounted for by the Company on
the basis of dividends received and receivable during the year. In
the Company’s balance sheet, investments in associates are
stated at cost, as reduced by any identified impairment loss.

Joint ventures

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity which is subject
to joint control and over which none of the participating parties
has unilateral control.

Jointly controlled entities

Joint venture arrangements which involve the establishment of a
separate entity in which each venturer has an interest are referred
to as jointly controlled entities.

The Group’s interests in jointly controlled entities are included in
the consolidated balance sheet at the Group’s share of the net
assets of the jointly controlled entities plus goodwill on
acquisition in so far as it has not already been written off, less
any identified impairment loss. The Group’s share of
post-acquisition results of jointly controlled entities for the year
is included in the consolidated income statement.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. Impairment losses are recognised as an
expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Investment properties

Investment properties are completed properties which are held
for their investment potential, any rental income being negotiated
at arm’s length.

Investment properties are stated at their open market values.
Any surplus or deficit arising on the revaluation of investment
properties is credited or charged to the investment property
revaluation reserve unless the balance on this reserve is
insufficient to cover a deficit, in which case the excess of the
deficit over the balance on the investment property revaluation
reserve is charged to the income statement. Where a deficit has
previously been charged to the income statement and a
revaluation surplus subsequently arises, this surplus is credited to
the income statement to the extent of the deficit previously
charged.

On disposal of an investment property, the balance on the
investment property revaluation reserve attributable to that
property is transferred to the income statement.

No depreciation is provided on investment properties except
where the unexpired term of the relevant lease is twenty years or
less.

Property and other fixed assets
Property and other fixed assets are stated at cost less depreciation
and accumulated impairment losses.

Depreciation is provided to write off the cost of property and
other fixed assets over their estimated useful lives and after
taking into account their estimated residual value, using the
straight line method, at the following rates per annum:

Type Basis
Leasehold land Over the term of the lease
Buildings Over the shorter of

the unexpired period of
the lease and 40 years
3 to 10 years
3 to 10 years

Furniture, fixtures and equipment
Yacht and motor vehicles

The gain or loss arising on the disposal or retirement of an asset
is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in the income
statement.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Properties under development

Properties under development are stated at cost, less any
identified impairment loss, embraces all properties under
development pending any definite intention whether to develop it
for long-term retention or for sale. Properties under
development to be developed for long-term retention is classified
as non-current asset whereas properties under development for

sale is classified as current asset.

Property interests held for future development

Property interests held for future development represent a right to
develop properties on a piece of land upon payment of a final
amount, and are carried at cost less any identified impairment
loss.

Properties held for sale
Properties held for sale are stated at the lower of cost and net
realisable value.

Other assets
Other assets represent club memberships and are stated at cost
less any identified impairment loss.

Intangible assets

Intangible assets represent the trading rights and gold & silver
exchange rights and are stated at cost less accumulated
amortisation and less any identified impairment loss.

Investments in securities
Investments in securities are recognised on a trade-date basis and
are initially measured at cost.

Investments other than held-to-maturity debt securities are
classified as investment securities and other investments.

Investment securities, which are securities held for an identified

long-term strategic purpose, are measured at subsequent
reporting dates at cost, as reduced by any impairment loss that is

other than temporary.

Other investments are measured at fair value, with unrealised
gains and losses included in net profit or loss for the year.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Turnover

Turnover represents the aggregate of amounts received and
receivable from the sales of securities investment, sales of
properties held for sale, property rental income, commission
from brokerage, settlement charges from brokerage and interest
income from loan financing.

Revenue recognition

Revenue from properties developed for sale is recognised on the
execution of a binding sales agreement or when the relevant
occupation permit is issued by the binding authority, whichever
is the later.

Revenue from properties held for sale is recognised on the
execution of a binding sales agreement. Payments received from
the purchasers prior to this stage are recorded as deposits
received on sales of properties and are grouped under current
liabilities.

Rental income, including rental invoiced in advance from
properties under operating leases, is recognised in the income
statement on a straight line basis over the term of the relevant
lease.

Sales of securities investments are recognised on a trade date
basis.

Brokerage income on dealings in securities and futures contracts
and the profit and loss on trade in securities and futures contracts
are recognised on the transaction dates when the relevant
contract notes are executed.

Management fee income is recognised in accordance with terms
of respective agreements over the relevant period in which the
services are rendered.

Dividend income from investments is recognised when the
Group’s rights to receive payment have been established.

Interest income from bank deposits is accrued on a time basis by
reference to the principal outstanding and at the interest rate
applicable.

RA#% SR 3R BT X

BE-FE=FF+-_A=+—BLFE

3. EEREEBR(E)

EZ
AR TR A R A, ~
HIE B B MO - WISERASIOA ~
MEATATG: « AT 5 2 5 S B PR R Bk
R 2 485 -

WA 5T

ER RV HERALERITERIR T2 H
10 R B R S E R AL A B A KRR
Atk ( DUBRRERAE ) > T PHERANR -

FHEHEYISRCMALERITRA R Z &
faRiiRe 7 T HERB AR o F bl B R E 52
WL ST IS s 2 B -
ATATRBEIAEN -

FH < AL 5 R SERH A WIS TR OB HH 3 5
M TR BRI BRI
FKPHERE o

H BRI IR 5 RS -

HE 2 SNBSS RCIA DU 5 3
7R R E G R w A s B R ST H E R
LR 5 HERS.

BB TR SR s I A B i
R -

B ST G A S B R AR
TESTARTHERE. °

HRAT 1A RCR SO TR A <B4 B4 50 F A1) =R
B EEBIET 5 -

—RER=FFR




NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years, and it further excludes
income statement items that are never taxable and deductible.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount of assets and liabilities
in the financial statements and the corresponding tax bases used
in the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill (or negative goodwill) or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the tax profit nor
the accounting profit.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the year when the liability is settled or the asset realised.
Deferred tax is charged or credited in the income statement,
except when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when they relate to
income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and liabilities on
a net basis.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 3 1st December, 2003

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Foreign currencies

Transactions in currencies other than Hong Kong dollars are
initially recorded at the rates of exchange prevailing on the dates
of the transactions. Monetary assets and liabilities denominated
in such currencies are re-translated at the rates prevailing on the
balance sheet date. Profits and losses arising on exchange are
included in the income statement for the year.

On consolidation, the assets and liabilities of the Group’s
overseas operations are translated at exchange rate prevailing on
the balance sheet date. Income and expense items are translated
at the average exchange rate for the year. Exchanges differences
arising, if any, are classified as equity and transferred to the
Group’s translation reserve. Such translation differences are
recognised as income or as expenses in the year in which the

operation is disposed of.

Operating leases

Leases of assets in respect of which substantially all the rewards
and risks of ownership remain with the lessors are accounted for
as operating leases. Rental paid and payable under such
operating leases are charged to the income statement on a

straight line basis over the relevant lease term.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are capitalised as
part of the cost of those assets. Capitalisation of such borrowing
costs ceases when the assets are substantially ready for their

intended use or sale.

All other borrowing costs are recognised as an expense in the
year in which they are incurred.

Retirement benefits costs
The retirement benefits costs which represent the contributions
payable in respect of the current year to the Group’s defined
contribution schemes are charged as an expense in the income
statement as they fall due.
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